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Key Insights

1.

Pressures continue to mount as some companies face weaker demand and persistent
cost inflation amid unfavorable macroeconomic conditions. Given the ongoing
aggressive policy normalization, financial conditions will likely weaken further as
concerns about the U.S. economy entering a shallow recession in the first half of 2023
increase.

. Downgrades continued to outpace upgrades by a wide margin in December. The

percentage of speculative-grade issuers with a negative rating outlook increased to
19% as of the end of December, which is up by 5% since June 2022.

. We expect the U.S. trailing-12-month speculative-grade corporate default rate will

remain relatively low compared with previous recessions but reach 3.75% by
September 2023, which compares with 1.6% in September 2022. To reach our base-line
forecast, 69 speculative-grade companies would need to default. We forecast a
default rate of 6% under our pessimistic scenario.
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Note: Data represents new issuers as of Dec. 31, 2021, and 2022. Includes U.S. and Canada corporate ratings, as well as

confidential issuers. There were 15 new issuers in December 2021 and none in December 2022. Source: S&P Global Ratings.
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New Issuers By Industry Group
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confidential issuers. Source: S&P Global Ratings.
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YTD Defaults

Chart 3 Chart 4

Downgrade To 'SD'/D' Ratings Raised After Default ('SD')
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Note: Data as of Dec. 31, 2022. Includes U.S. (including Bermuda and Cayman Islands in chart 3) and Canada corporate ratings.
SD--Selective default. Source: S&P Global Ratings. For more information on U.S. and Canada defaults, refer to our monthly
publication, Global Corporate Defaults Push Past 2021's Year-End Total, published Dec. 16, 2022. Additionally, we also publish
anewsletter, This Week In Credit, which lists our weekly rating actions and defaults. Click here for the latest This Week In
Credit report.
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U.S. Trailing-12-Month Speculative-Grade Default Rate
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Note: Data as of Oct. 31, 2022. Sources: S&P Global Ratings.
Global Corporate Defaults Push Past 2021's Year-End Total, published Dec. 16, 2022.
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Speculative-Grade Rating Outlook Mix

Chart 6
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Note: Data as of Dec. 31, 2021, and 2022. CreditWatch/outlook distribution includes all U.S. and Canada corporate ratings.
Does not include investment-grade issuers. Source: S&P Global Ratings.
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Recovery Ratings

Chart7
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Note: YTD data as of Dec. 31, 2021, and 2022. Data only includes recovery point estimate changes equal to or greater than 15%
for both senior secured and unsecured notes (e.g., the recovery point estimate changes to '3' [50%] from '4' [35%]). Source:

S&P Global Ratings.
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Recovery Ratings Distribution Of First-Lien New Issues (U.S. And Canada)
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CLOs

Table 1

Top 10 Obligors Held In U.S. BSL CLOs (Fourth-Quarter 2022)

Rank Obligor Rating & CW/Outlook GIC Code
1 Liberty Global PLC BB-/Stable Diversified telecommunication services
2 Altice Europe N.V. NR Diversified telecommunication services
3 Asurion Group Inc. B+/Stable Information technology services
4 Altice USA Inc. B+/Negative Media
TransDigm Inc. B+/Stable Aerospace and defense
6 Lumen Technologies Inc. BB-/Stable Diversified telecommunication services
7 Medline Borrower L.P. B+/Stable Health care providers and services
8 Endeavor Group Holdings Inc. B/Stable Entertainment
9 Athenahealth Group Inc. B-/Stable Health care technology
10 American Airlines Group Inc. B-/Stable Airlines

Note: Ratings and CreditWatch/outlooks as of Jan. 11, 2023. NR--Not rated.
Source: S&P Global Ratings. U.S. BSL CLO Top Obligors And Industries Report: Fourth-Quarter 2022, Jan. 6, 2023.
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