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Key Takeaways

o We expect U.S. and European default rates to fall to 3.5% and 3.75% by December,
respectively. Distressed exchanges are keeping current default rates high.

e Asia-Pacific economies could face U.S. tariff actions, while the region’s sustainable
bond market is poised to rebound.

e Crypto exchange Bybit suffered the largest heist in crypto history.

We expect the U.S. trailing-12-month speculative-grade corporate default rate to fall to 3.5%
by December, from 5.1% in December 2024. This reflects the positive impact of a resilient
economy, sustained earnings growth, and a more manageable near-term refinancing burden. The
default rate rose to 5.1% as of December 2024 mostly because of rising distressed exchanges,
which we expect will remain popular as long-term interest rates remain high. In our optimistic
scenario, we forecast the default rate could fall to 2.25% as interest rates fall faster than
anticipated. In our pessimistic scenario, we forecast the default rate could rise to 6% as certain
subsectors suffer from potential tariff increases and other political uncertainties.

U.S. speculative-grade default rate expected to fall to 3.5% by December 2025

As of December 2024, S&P Global Ratings rated 1,628 U.S.

December 2025 baseline U.S. speculative-grade )
speculative-grade corporate issuers.
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Optimistic scenario: Interest rates could fall faster than
anticipated if inflation declines, but such a decline has proved
elusive thus far amid a growing likelihood of increased tariffs and
extended tax cuts in the face of rising government debt.
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Data as of Dec. 31, 2024. Sources: S&P Global Ratings Credit Research & Insights and S&P Global Market Intelligence’s CreditPro@.

Default, Transition, and Recovery: The U.S. Speculative-Grade Corporate Default Rate Could Fall
To 3.5% By December 2025

We expect the European trailing-12-month speculative-grade corporate default rate to reach
3.75% by December--down from 4.5% in December 2024. The default rate started to decline in
the fourth quarter but remains historically elevated, largely because of the increased use of
distressed exchanges and debt restructurings. High-level market trends remain supportive, but
'CCC'/'C'issuers are still facing limited primary market access and sizable pending maturities.
Growth risks from potential tariff moves by the U.S. have increased, but for now remain unclear
and more of a downside risk rather than a baseline risk.

Default, Transition, and Recovery: The European Speculative-Grade Default Rate Could Level Out
At 3.75% By December 2025
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Several Asia-Pacific economies could be on the U.S. radar for trade actions. Our screening
exercise shows that several Asia-Pacific economies could face higher U.S. tariffs under the U.S.
administration's new Fair and Reciprocal Plan that targets bilateral trade surpluses, tariff
differentials and other imbalances. The large degree of discretion embedded in the plan makes it
hard to predict the outcome. But the criteria indicate Vietnam, South Korea, Taiwan, India, Japan,
and Thailand may be on the radar for U.S. trade actions. If imposed, tariff hikes could hit hardest
for Vietnam, Taiwan, Thailand, and South Korea, based on their economic exposures to the U.S.

Economic Research: Asia-Pacific Economies Likely To Be Hit By U.S. Trade Tariffs

Asia-Pacific's sustainable bond market is poised to rebound. S&P Global Ratings anticipates
record-high issuance of US$260 billion in 2025 through catalysts that include: lower interest
rates; refinancing and dynamic local-currency debt capital markets; regulatory reassurance on
instruments' claims; and increasing participation of sovereign and government-linked entities.
Conversely, economic uncertainty, evolving trade policies, and geopolitical tensions may still
weigh on issuance, as slower global demand hits growth in the region.

Sustainable Bond Qutlook 2025: Asia-Pacific Issuance Could Hit Record High

Crypto exchange Bybit suffered the largest heist in crypto history. On Feb. 21, the attackers--
allegedly the North Korean state-sponsored Lazarus group--stole approximately $1.4 billion in
crypto assets from the exchange's wallet. Previously, the largest crypto hacks targeted
vulnerabilities in smart contract codes or cross-chain bridges (applications that transfer tokens
from one blockchain to another.) This hack follows a more recent trend that targets the people
and equipment operating wallets through conventional cyberattacks. The transfers sending
funds to the attackers were all approved by senior Bybit staff who acted as signers

Digital Assets Brief: Bybit Hack Underlines Importance Of Cyber Resilience

Positive sovereign rating actions in Africa in 2024 more than doubled those we took in 2023.

Growth and reform momentum in Africa drive ratings up in 2024 Althou gh some economies
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Source: S&P Global Ratings.

For our latest weekly update on the global corporate results season, please see here:
Corporate Results Roundup Q4 2024: Growth accelerates and sentiment improves
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Asset Class Highlights

Corporates

Notable publications include:

Corporate Results Roundup Q4 2024: Growth accelerates and sentiment improves

Spanish Corporate Outlook 2025: Balance sheets are robust ahead of uncertain times
Credit FAQ: European Auto Suppliers Face Old And New Hazards

Default, Transition, and Recovery: The European Speculative-Grade Default Rate Could Level
Out At 3.75% By December 2025

Credit Risks Associated With Wildfires Are Increasing For California Public Finance Entities

Default, Transition, and Recovery: The U.S. Speculative-Grade Corporate Default Rate Could
Fall To 3.5% By December 2025

Japan Utilities To Rethink Financing With Changes To Bond System

Financial Institutions

Notable publications include:

U.S. Banks Webinar Q12025 Slides: Cautious Optimism In A Changing Environment

U.S. Banks Are Better Positioned To Manage Commercial Real Estate Risks

Outlooks On Six U.S. Regional Banks Revised To Stable On Improved Ability To Handle CRE
Challenges: Ratings Affirmed

Systemic Risk: Global Banking Regulation At A Crossroads

Systemic Risk: Global Nonbank Financial Institutions Press Ahead

Systemic Risk: Private Credit’s Characteristics Can Both Exacerbate And Mitigate Challenges
Amid Market Evolution

Systemic Risk: U.S. Banks' $1 Trillion In Loans To Nonbanks, Like Private Credit, Creates Risks
And Rewards

Systemic Risk: Global Bank-Nonbank Nexus Could Amplify And Propagate Market Shocks

Africa 2024 Credit Ratings Review: Positive Sovereign Momentum Trickled Down To Financial
Services

Bulletin: Standard Chartered Can Manage Economic Headwinds In 2025

Bulletin: Apollo Global Management's $1.5 Billion Acquisition Of Bridge Investment Group Will
Expand Its Real Estate Capabilities

Sovereign

Kazakhstan Affirmed At 'BBB-/A-3'; Outlook Stable

Mozambique Local Currency Rating Down To 'CCC-' On Upcoming Debt Swap; FC Rating
Affirmed; Outlooks Revised To Negative
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Chart1

Global Rating Actions (Rolling 52-Weeks)
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Source: S&P Global Ratings. Net rating actions means downgrades minus upgrades. Net cumulative means total net rating
actions. Data as of Feb. 21, 2025. 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. $)
17-Feb Downgrade Republic of Argentina Sovereign Argentina SD Cccc 162,244
Public Service Co. of Colorado
19-Feb Downgrade Xcel Energy Inc. Utilities u.s. BBB+ A- 8,750
19-Feb Upgrade Boston Scientific Corp. Health care u.s. A- BBB+ 7,743
British Virgin
20-Feb Downgrade Capri Holdings Ltd. Retail/restaurants Islands BB BBB- 3,784
21-Feb Upgrade Western Digital Corp. High technology u.S. BB+ BB 3,300
Ascend Performance Materials Chemicals, packaging &
18-Feb Downgrade Operations LLC environmental services U.S. CCC+ B 1,500
19-Feb Downgrade Leslie's Poolmart Inc. Retail/restaurants u.s. B B+ 810
Chemicals, packaging &
19-Feb Upgrade EnergySolutions Inc. environmental services u.s. B+ B 790
21-Feb Downgrade Confluence Technologies Inc. Media & entertainment u.s. SD CCC+ 765
21-Feb Downgrade Claros Mortgage Trust Inc. NBFI U.s. CCC+ B- 763

Source: S&P Global Ratings Credit Research & Insights. Data as of Feb. 21, 2025. 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.

This Week In Credit S&P Global

Ratings

spglobal.com/ratings February 26, 2025 4


http://www.spglobal.com/ratings
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3324701
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325672
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325672
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325857
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3326474
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3327179
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325045
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325045
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325654
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3325889
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3327376
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditResearch?rid=3327972
https://www.spglobal.com/ratings/en/research/pdf-articles/250224-this-week-in-credit-positive-outlook-changes-continue-to-tick-up-feb-24-2025-101614668

The Ratings View

Copyright 2025 © 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.

spglobal.com/ratings February 26, 2025 5


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

