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This report does not constitute a rating action. 

Debt recovery prospects are challenging but not bleak. Debt investors are concerned about 
recovery rates after the sharp rise in defaults in 2023 from historical lows reached in early 2022. 
While economic and interest rate expectations for 2024 have improved, investors still have 
concerns about how various factors may adversely affect recovery rates. This includes the 
impact of elevated interest rates on valuations, expectations for slowing and uneven economic 
growth, the rise in aggressive out-of-court restructurings, euphemistically referred to as liability 
management transactions (LMT), and ongoing geopolitical conflicts. Ultimately, we believe there 
are reasons to be concerned about future debt recovery rates--especially in the U.S., Canada, 
and Europe--but recovery prospects aren’t as bleak as some fear. 

Are Prospects For Global Debt Recoveries Bleak? 

The 2024 global corporate default is now the highest year to date count since 2009, with 15 
defaults in February taking the tally to 29. The U.S. saw the most defaults in February—10 in 
total—taking the annual count to 17 and the highest regional tally. Elevated defaults in Europe 
have bolstered the increased pace. With eight defaults so far in 2024, Europe has experienced at 
least twice the number of defaults as in any other previous year since 2008. By sector, 40% of 
defaults in February came from either heath care or media and entertainment, with three each. 

Default, Transition, and Recovery: Elevated European Defaults Help Push Global Corporate 
Default Tally To Fastest Pace Since 2009 

'BBB' category issuers have exhibited more stability through interest rate cycles than their 
speculative-grade counterparts. 'BBB' downgrade ratios are nearly uncorrelated with 10-year 
benchmark rates during upcycles, as opposed to higher positive correlations for speculative 
grade. Rising stars still outnumber fallen angels, although potential fallen angels are beginning to 
rise in number from recent historical lows. Despite overall relative stability of 'BBB's, commercial 
real estate and chemicals are sectors to watch for fallen angel risk. 

'BBB' Pulse: 'BBB's Tough Out Interest Rate Cycles 

The E.U. AI Act establishes a regulatory framework for restricting and limiting AI use that will likely 
influence companies and regulators across the globe. The legislation, which is the first major 
framework of its kind, employs a human-centric and risk-based approach to manage AI systems' safety, 
and includes measures designed to ensure systems are transparent, traceable, non-discriminatory, 
environmentally friendly, and aligned with fundamental rights. Entities operating in, or with operations 
in, the E.U. will have to familiarize themselves with the regulations and financial and reputational risk 

Key Takeaways 
• Global debt recovery prospects have deteriorated but aren’t as bleak as some fear. 

• The year-to-date corporate default tally is at its highest since 2009. 

• 'BBB' issuers have shown more credit stability through the interest rate cycle than 
speculative-grade peers. 
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resulting from infringements could be material to credit worthiness. Once the act enters into force, 
likely by the second quarter of 2024, EU-based companies will, for the most part, have 24 months to be 
compliant. 

Your Three Minutes In AI: The EU AI Act Could Become A Global Benchmark 

ESG factors were cited as a rating driver in 13% of all corporate and infrastructure rating actions 
between April 2020 and December 2023. More than threequarters of the ESG-related rating actions 
were negative. Rating actions related to health and safety accounted for 83% of ESG-related rating 
actions since April 2020--largely as a result of COVID-19. But governance factors were also a key driver, 
having played a part in 28% of ESG-related rating actions in 2023. Until recently, climate-related risks 
have only driven a low number of credit rating actions, but the number doubled in 2023. It may increase in 
the years ahead as more disruptive regulations potentially emerge and as issuers make the generally 
costly low-carbon transition. An increase may also reflect the more frequent and severe physical risks 
that could stem from climate change. 

ESG In Credit Ratings Deep Dive: ESG Factors Drove 13% Of Corporate And Infrastructure Rating Actions 
Since 2020 

Climate economics have seen a paradigm shift, moving from a doom-and-gloom view, where 
economic growth isn't possible, to a more constructive model in which growth and a sustainable 
environment can coexist. With this, the focus of climate policy has expanded to include not only 
the costs of the energy transition but opportunities for innovation and growth. Decarbonizing 
fossil-fuel-reliant sectors and expanding renewable energy capacity is complicated by additional 
hurdles, in particular trade frictions, budget constraints, and distribution issues. 

Economic Research: Shifting Green Growth Narratives Are Fostering The Energy Transition 

The U.S. beverage sector faces a much different landscape in 2024. Sales growth will revert 
closer to pre-pandemic levels with much more muted pricing. Several industrywide trends are 
likely to change course, including lower on-premise and premium product demand and a 
heightened promotional environment. A margin rebound to historical levels is unlikely as higher 
promotional and marketing spending will offset operating efficiencies and lower input cost 
inflation. Ratings upside is limited as issuers should increase shareholder returns given the vast 
majority are operating within their leverage targets. 

U.S. Beverage Companies Face A Cautious Consumer In 2024 With Slower Topline Growth And 
Limited Rating Upside 

In the U.S. lodging sector, revenue per available room (RevPAR) will likely grow 2%-4% in 2024 
compared to growth of around 5% in 2023, as a move toward normalization causes hotel 
demand to align with GDP and real consumer spending. We expect occupancy will remain several 
percentage points below prior cycle peak levels as hotel operators prioritize profitability and 
maintain elevated average daily rate (ADR) in lieu of filling rooms. U.S. RevPAR growth in 2024 will 
be the result of group and business transient travel as we expect leisure travel to cool off. 

U.S. Lodging Sector RevPAR Growth Will Moderate In 2024 
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Asset Class Highlights 

Corporates  
Notable publications include: 

• U.S. Beverage Companies Face A Cautious Consumer In 2024 With Slower Topline Growth 
And Limited Rating Upside 

• Credit FAQ: European Building Materials Firms Display Good Rating Headroom In A Sluggish 
Environment 

• Rated GCC Telcos Reinvent Themselves As Techcos 

• Health Care IT Improves Cash Flow And Visibility; Rating Pressure Persists 

• Are Prospects For Global Debt Recoveries Bleak? 

• Default, Transition, and Recovery: Elevated European Defaults Help Push Global Corporate 
Default Tally To Fastest Pace Since 2009 

• Credit Trends: 'BBB' Pulse: 'BBB's Tough Out Interest Rate Cycles 

• ESG In Credit Ratings Deep Dive: ESG Factors Drove 13% Of Corporate And Infrastructure 
Rating Actions Since 2020 

• U.S. Lodging Sector RevPAR Growth Will Moderate In 2024 

Financial Institutions 
• In Europe, we revised the rating outlook on Banco Comercial Portugues S.A. to positive from 

stable. The outlook revision reflects our view that the bank's credit profile could benefit from 
easing external imbalances in Portugal or improved industry dynamics in the coming 
quarters. 

• We raised our rating on Kommunalkredit Austria AG o 'BBB/A-2' from 'BBB-/A-3'. The 
upgrade stems from Kommunalkredit's strong earnings generation over 2023 and better 
performance than other European banks in its peer group in recent years.    

• We revised the rating outlooks on five Kazakhstani banks to positive from stable. We believe 
the Kazakhstani banking sector has shown better resilience to macroeconomic challenges 
over recent years, amid exacerbated geopolitical risks in the region. The system's asset 
quality metrics and financial performance have been significantly better than our 
expectations. 

• In Latin America, we raised our long-term issuer credit ratings on Banco De Galicia Y Buenos 
Aires S.A.U. and Banco Patagonia to 'CCC' from 'CCC-'. The rating action follows similar 
action on the sovereign.  

• We published several commentaries and bulletin, including: 

o Your Three Minutes In AI: The EU AI Act Could Become A Global Benchmark 

o Credit FAQ: How Our Bank Ratings Consider Interest Rate Risk In The Banking 
Book 

o Ten Takeaways From The Big European Bank Giveaway 
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o Your Three Minutes In Banking: European Banks' Earnings Top Equity Costs, For 
Now 

o Bulletin: Ping An Bank's Capitalization Can Absorb Higher Dividends 

Sovereign 
• Egypt Outlook Revised To Positive On Extensive External Support Program; 'B-/B' Ratings 

Affirmed 

• Argentina Long-Term Ratings Raised To 'CCC' As Debt Exchange Is Finalized; Outlook Stable 

• Argentina Local Currency Rating Lowered To 'SD' On Another Distressed Exchange; 'CCC-' 
Foreign Currency Rating Affirmed 

Structured Finance 
• Australia RMBS: Australian prime and nonconforming home loan arrears increased in 

January. That's according to S&P Global Ratings' recently published "RMBS Arrears 
Statistics: Australia". The Standard & Poor's Performance Index (SPIN) for Australian prime 
mortgages loans excluding noncapital market issuance increased to 1.00% in January from 
0.97% in December. Most of this increase was in later arrears categories. Nonconforming 
arrears rose to 4.43% from 4.02% in December, with some of this increase due to a 
contraction in outstanding balances during the month.  The increases reflect a seasonal 
trend; arrears typically increase between December and February because of higher 
spending during the Christmas and summer holiday period. The increases in prime and 
nonconforming arrears were not material for this time of year, however. 

• Prime investor arrears remained steady at 0.73% in January, while prime owner-occupier 
arrears increased to 1.14% from 1.10% in December. Investor arrears' greater resilience to 
interest rate rises reflects many factors, including tightness in the rental market. Rising 
property prices will also provide an exit strategy for investors facing cash flow pressures. 
Investors are more likely to sell a secondary property, to avoid going into arrears, because it 
is not their primary place of residence. This will also help to temper arrears increases.  We 
expect unemployment to rise this year, resulting in a likely additional increase in arrears. As 
long as unemployment remains low, however, we don't expect these increases to be 
material. 

• Norwegian and Finnish Covered Bonds:  Here are a few "Key Takeaways" from a recent 
article: 

o Finnish and Norwegian households' debt servicing capacity remains sound 
despite rising interest rates, which have cooled the housing markets. 

o Despite house price corrections, we expect mortgage credit performance in 
both countries to remain relatively stable. 

o Healthy rating buffers in most covered bond programs continue to support 
rating performance, despite a weakening economic growth outlook. 

o See "Norwegian And Finnish Covered Bond Market Insights 2024" published 
March 11, 2024. 
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Chart 1 
Global Rating Actions (Rolling 52-Weeks) 

              
Source: S&P Global Ratings. Net rating actions means downgrades minus upgrades. Net cumulative means total net rating 
actions. Data as of March 15, 2024. Global rating actions include actions on both financial and non-financial corporates and 
sovereign issuers. 

Table 1 

Recent Rating Actions 

Date Action Issuer Industry Country To From Debt vol  
(mil. $) 

15-Mar Upgrade Republic of Argentina Sovereign Argentina CCC CCC- 153,378 

13-Mar Downgrade Republic of Argentina Sovereign Argentina SD CCC- 153,334 

14-Mar Upgrade E.ON SE Utilities Germany BBB+ BBB 30,831 

13-Mar Downgrade Xcel Energy Inc. Utilities U.S. BBB+ A- 26,834 

13-Mar Downgrade EchoStar Corp. Telecommunications U.S. CCC- CCC+ 24,000 

13-Mar Downgrade Grifols S.A. Health Care Spain B B+ 7,908 

14-Mar Upgrade Rolls-Royce PLC  Aerospace & Defense U.K. BBB- BB+ 5,196 

13-Mar Upgrade CEMEX S.A.B. de C.V. 
Forest Products & 
Building Materials Mexico BBB- BB+ 5,187 

11-Mar Downgrade ELO Retail/Restaurants France BB+ BBB- 5,014 

11-Mar Upgrade Chart Industries Inc. Capital Goods U.S. BB- B+ 3,751 

Source: S&P Global Ratings Credit Research & Insights. Data as of March 15, 2024. U.S. means United States, U.K. means 
United Kingdom and U.A.E. means United Arab Emirates. NBFI - NonBank Financial Institutions (ex. Insurance)  

For further credit market insights, please see our This Week In Credit newsletter.  

 

 

 

 

-200

-150

-100

-50

0

50

100

-40

-30

-20

-10

0

10

20

Mar
17

Apr
07

Apr
28

May
19

Jun
09

Jun
30

Jul
21

Aug
11

Sep
01

Sep
22

Oct
13

Nov
03

Nov
24

Dec
15

Jan
05

Jan
26

Feb
16

Mar
08

N
et

 C
um

ul
at

iv
e 

Ra
tin

g 
Ac

tio
n

N
um

be
r O

f R
at

in
g 

Ac
tio

ns

Upgrade Downgrade Net Rating Actions Net Cumulative [RHS]

 

http://www.spglobal.com/ratings
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57656774&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57627740&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57641493&From=SNP_RES
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57625861&From=SNP_RES
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57627380&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57628336&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57642681&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57627711&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57597636&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=57595210&From=SNP_RES
https://www.spglobal.com/ratings/en/research/pdf-articles/240318-this-week-in-credit-monetary-policy-week-march-18-2024-101594613


The Ratings View 

spglobal.com/ratings  March 20, 2024 6 
 

 

 

 

 

 

 

 

 

Copyright 2024 © by Standard & Poor's Financial Services LLC. All rights reserved. 

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part 
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval 
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be 
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or 
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not 
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for 
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR 
THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for 
any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 
(including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the 
Content even if advised of the possibility of such damages. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and 
not statements of fact. S&Ps opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, 
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to . 
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment 
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does 
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be 
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not 
limited to, the publication of a periodic update on a credit rating and related analyses. 

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain 
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P 
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any 
damage alleged to have been suffered on account thereof. 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established 
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process. 

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P 
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, 
www.spglobal.com/ratings (free of charge) and www.ratingsdirect.com (subscription) and may be distributed through other means, including via S&P 
publications and third-party redistributors. Additional information about our ratings fees is available at www.spglobal.com/ratings/usratingsfees.   

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC. 

http://www.spglobal.com/ratings
http://www.spglobal.com/ratings
http://www.ratingsdirect.com/
http://www.spglobal.com/ratings/usratingsfees

