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At Jackson Hole, the world's central bankers emphasized the battle to tame inflation is far
from over. This suggests more challenging credit conditions may lie ahead. Market pricing
indicators--already softening in recent weeks--certainly are signaling the same. Volatility will
be a watchword this week as investors look for clues to central banks' future actions among
European economic data releases and the U.S. jobs report.

Key Takeaways

e Downgrades outpaced upgrades last week, with the possibility of debt restructurings
looming for some issuers as higher costs, supply chain constraints, and slowing growth chip
away at credit quality.

e  Two defaults materialized--both U.S.-based companies. Carestream Health Inc. filed for
Chapter 11 bankruptcy, while we downgraded The GEO Group Inc. to selective default and
subsequently upgraded the company following completion of a distressed exchange.

e Credit pricing continues to soften, with U.S. and European investment-grade and
speculative-grade spreads above their five-year averages.
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Data as of Aug. 25, 2022. Note: Weekly rating actions, weekly transitions, and industries most at risk are all global data.
Data excludes structured and public finance. Upgrades and downgrades exclude no debt corporate rating actions.
Source: S&P Global Ratings Research.
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Chart Of The Week

Chart1

U.S. Trailing-12-Month Speculative-Grade Default Rate Could Reach 3.5% By June 2023
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Note: Shaded areas are periods of recession as defined by the National Bureau of Economic Research. Sources: S&P
Global Ratings Research and S&P Global Market Intelligence's CreditPro®. Chart first appeared in "The U.S. Speculative-
Grade Corporate Default Rate Could Reach 3.5% By June 2023," published Aug. 18, 2022.

Credit Market Conditions
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The arrows indicate weekly trends. All data as of Aug. 25, 2022. Leveraged loan data source: Leveraged Commentary and
Data (LCD) from PitchBook, a Morningstar company; Morningstar LSTA U.S. Leveraged Loan Index; Morningstar European
Leveraged Loan Index. Sources: S&P Global Ratings Research, Ice Data Indices LLC, ICE BofA Euro High-Yield Index Option-
Adjusted Spread, retrieved from the Federal Reserve Bank of St. Louis, S&P Global Market Intelligence.
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Data as of Aug. 25, 2022. Corporate bond issuance is the most recent weekly total and the percentage weekly change.
YTD--Year to date. Note: U.S. and Europe (totals include bonds and leveraged loans) and Asia-Pacific (total only includes
bonds). Leveraged loan data source: Leveraged Commentary and Data (LCD) from PitchBook, a Morningstar company.

Source: S&P Global Ratings Research.
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Table1

Top 10 Upgrades And Downgrades By Debt

Debt
volume
Date Action Issuer Industry Country  To* From* (mil. $)
Aug. 23,2022 Upgrade Bombardier Inc. ﬁg;gig:ce and Canada  B-/Stable CCC+/Positive 6,360
Aug. 25, 2022 Upgrade ONE Gas Inc., Utilities u.S. A-/Stable BBB+/Watch Pos 4,400
Mid-America Homebuilders/real
Aug. 24,2022 Upgrade Apartment . u.S. A-/Stable BBB+/Positive 4,343
. estate companies
Communities Inc.,
Aug. 24,2022 Downgrade Artera Services, LLC Capital goods u.S. CCC+/Stable B-/Negative 3,952
CCC Intelligent .
Aug. 23, 2022 Upgrade Solutions Inc. High technology u.S. B+/Stable B/Stable 2,050
Aug.23,2022 Downgrade  Audacy Inc. Mleele g us. OCC+/Negative  B-/Negative 1,780
entertainment
Aug. 19, 2022 Downgrade GEO Group (The) Inc. Consumer products  U.S. SD CC/Negative 1,692
Aug. 22,2002 Downgrade oo Do &BYONd petiirestaurants  ULS. COC/Negative  B-/Negative 1,500
Aug. 24,2022 Upgrade Efgzogmme Food Consumer products  U.S. BB-/Stable B+/Positive 1275
Aug.19,2022  Upgrade Stagwell Inc. et s us. BB-/Stable B+/Stable 1,00
entertainment
Data as of Aug. 25, 2022. Note: Rating actions include financial and nonfinancial corporates and sovereign issuer credit
ratings. *Long-term issuer credit rating/Outlook or CreditWatch status. Source: S&P Global Ratings. SD--Selective default.
Table 2
This Week's Defaults
Date Parent company Country/market Subsector To From Reason
Aug. 19, 2022 GEO Group (The) Inc. u.s. Consumer products SD cC Distressed exchange
Aug. 23, 2022 Carestream Health Inc. u.s. Health care D CcC Bankruptcy
Data as of Aug. 25, 2022. SD--Selective default. D--Default.
Research Contributors
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Glossary And Abbreviations
Ratings Performance Trends

Fallen angels--Issuers downgraded to speculative grade from investment grade.

Investment grade--Issuers rated 'BBB-' or above.

Negative bias--Percentage of issuers with a negative outlook or on CreditWatch.

Net outlook bias--Percentage of issuers with a positive bias minus those with a negative bias.
OLCW--Outlooks and CreditWatch placements.

Positive bias--Percentage of issuers with a positive outlook or CreditWatch placement.

Potential fallen angels--Issuers rated 'BBB-' with either a negative outlook or CreditWatch
placement.

Potential fallen angel ratio--The number of potential fallen angels divided by the population of
issuers rated in the 'BBB' category.

Rising stars--Issuers upgraded to investment grade from speculative grade.
Risky credits--Issuers in the ‘CCC’ rating category.
Speculative grade--Issuers rated 'BB+' or below.

U.S. distress ratio--Proportion of speculative-grade issues with option-adjusted composite
spreads of more than 1,000 basis points relative to U.S. Treasury bonds.

Weakest links--Issuers rated ‘B-’ and below with either a negative outlook or CreditWatch
placement.

Weakest links ratio--The number of weakest links divided by the total speculative-grade ratings
population.

Credit Market Conditions

AONIA--Reserve Bank of Australia Cash Rate.
EM--Emerging markets.

EURIBOR--Euro Interbank Offered Rate.
IG--Investment grade.

SG--Speculative grade.

SOFR--Secured overnight financing rate.

Note: For definitions of ratings, outlooks, CreditWatch status, and other credit terms, see: “S&P Global Ratings
Definitions.”
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