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Credit 
Spreads 

Investment Grade: We see the year-end 2020’s average 
investment grade bond spread under its recent 165 basis 
points. High Yield: Compared with a recent 734 bp, the high-
yield spread may approximate 625 bp by year-end 2020. 

Defaults US HY default rate: According to Moody's Investors Service, 
the U.S.' trailing 12-month high-yield default rate jumped 
from April 2019’s 2.8% to April 2020’s 5.4% and may 
average 12.7% during 2020’s final quarter. 

Issuance For 2019’s offerings of US$-denominated corporate bonds, 
IG bond issuance rose by 2.6% to $1.309 trillion, while high-
yield bond issuance surged by 55.8% to $432 billion.  
In 2020, US$-denominated corporate bond issuance is 
expected to grow by 34.8% for IG to $1.765 trillion, while 
high-yield supply may sink by 11.4% to $383 billion. 
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Credit Markets Review and Outlook 

Credit Markets Review and Outlook 
By John Lonski, Chief Economist, Moody’s Capital Markets Research, Inc. 
 

Record-Fast Money Growth Eases Market Anxiety 
 
Ongoing rallies by both the equity and corporate bond markets assume that any forthcoming rise by 
financial distress among businesses, households, as well as state and local governments, will be 
manageable. Cash-flow shortfalls need to be remedied quickly before defensive cutbacks in expenditures 
by the private and public sectors prompt a further contraction of business activity.   

May 16’s decline in the number of people receiving state unemployment benefits was a welcome benefit.  
Nevertheless, though down from May 9’s record-high 24.9 million, the 21.05 million receiving jobless 
benefits was far above May 2009’s pre-2020 zenith of 6.64 million and, thus, warns of only a partial 
recovery by consumer spending and more consumer loan delinquencies. Moreover, May 23’s 2.14 million 
initial state unemployment claims signal yet another deep decline of payrolls of between 5 to 10 million 
jobs for the month of May. A badly needed return of jobs growth requires a pace for first-time filings for 
state unemployment benefits that is well under 1 million new claims per week.  

Both the troubling outlook for debt repayment and the unfinished hammering of an already weak labor 
market underscores the highly speculative nature of the latest rallies by equities and corporate bonds. In 
addition, corporate earnings have yet to escape from a now deep contraction.  

Equity and Corporate Debt Markets Have Confidence in a Profits Recovery 
First-quarter 2020’s 8.5% year-to-year drop by the core pretax profits of U.S. corporations will seem mild 
compared to the second quarter’s likely annual plunge of between 15% and 20%. In view of how 
calendar-year core pretax profits peaked in 2014, the subsequent underlying earnings performance of U.S. 
companies might be viewed as lackluster, at best. Nevertheless, despite how first-quarter 2020's 
annualized core pretax profits of U.S. nonfinancial companies were 13.4% under 2014's calendar-year 
record high, the market value of U.S. common stock was recently 52.7% above its average of yearlong 
2014.  

Following 2019’s stall, early May’s Blue Chip consensus projected a 16.1% annual plunge by 2020’s 
yearlong pretax profits followed by a 12.4% rebound in 2021. For a span overlapping the Great Recession, 
core pretax profits incurred back-to-back annual contractions of 6.9% in 2007 and 16.1% in 2008 
followed by annual advances of 7.9% in 2009 and 24.7% in 2010.  
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Atypically Large Number of S&P 500 Companies Drop Earnings Guidance for 2020 
As of May 22, the FactSet consensus called for calendar-year 2020 setbacks of -20.8% for S&P 500 
earnings per share and -3.9% for S&P 500 revenues. However, the FactSet consensus looks for a rapid 
recovery by the S&P 500’s EPS and revenues. For 2021, the consensus expects annual advances of 27.8% 
for S&P 500 EPS and 8.6% for revenues.  

Though U.S. real GDP may not return to fourth-quarter 2019’s record high until 2022’s second half, the 
latest FactSet consensus forecasts imply average annualized gains of 0.6% for S&P 500 EPS and 2.2% for 
S&P 500 revenues during the two years ended 2021. Both the EPS and revenues of the S&P 500 are 
expected to fully recover before the economy does, and full recoveries by the EPS and revenues of S&P 
500 member companies may not require a V-shaped economic recovery. 

Analysts surveyed by FactSet believe the S&P 500’s sectors experiencing the deepest annual declines by 
2020’s EPS will be energy (down 109%, or negative EPS for 2020), consumer discretionary (down 51%), 
industrials (down 45%), financials (down 38%), and materials (down 21%). Only three sectors are 
expected to record EPS growth for 2020.  They are utilities (up 2.3%), information technology (up 1.4%), 
and healthcare (up 0.7%).   

Possibly unrivalled uncertainty now menaces forecasts of corporate earnings. In response to the unknown 
course of COVID-19, an unheard of 64% of S&P 500 member companies have withdrawn earnings 
guidance for 2020. As inferred from FactSet data, 97% of companies from the consumer-discretionary 
group have withdrawn guidance. Moreover, roughly 75% of the companies from consumer staples, 
industrials and materials have withdrawn guidance.     

Breakneck Money Growth Fuels Rallies in Equities and Corporate Debt  
Never has the Fed strived so hard to lift the economy out of a recession. Nevertheless, though the 
current surge in systemic liquidity may be without precedent, too many small businesses may be facing 
solvency issues, while the default research analysts of Moody’s Investors Service still predict a climb by 
the U.S. high-yield default rate from April’s 5.4% to a first-quarter 2021 average of 13.3%. In other words, 
more may need to be done in order to contain the economic damage stemming from COVID-19.  

Both the M1 and M2 monetary aggregates now grow at record-breaking rates. Thus, if there is an iota of 
truth to monetarism, nominal GDP growth should quicken noticeably in 2021 and 2022. And with that 
real GDP should expand by at least 3% annually, on average, during 2021-2022.   
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Figure 1: Blue Chip Consensus Sees 2020's Core Pretax Profits Sinking by -16% and Rebounding by 12%
in 2021...Core Pretax Profits Shrank by -6.9% in 2007 and -16.1% in 2008 and Grew by 7.9%
in 2009 and 24.7% in 2010
sources: BEA, Blue Chip, NBER, Moody's Analytics
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For the 13 weeks ended May 13, monetary aggregates M1 and M2 expanded at record-smashing 
annualized rates of 61.5% and 35.2% from their respective averages of the contiguous 13 weeks ended 
February 12.  

The 13 weeks ended May 13 also showed year-over-year advances of 19.4% for M1 and 13.9% for M2.  
M2’s yearly increase was a new record high, while M1’s increase approached its record-high year-over-
year increase of 20.5% for the 13 weeks ended November 2, 2011.  

  

Fastest Growth by C&I Loans since 1950-1951 
The need to compensate for COVID-19-related cash-flow shortfalls now propels bank business loans 
higher at a pace not seen in nearly 70 years. In concert with the fast-rising monetary aggregates, 
outstanding bank-held commercial and industrial loans soared higher by a 26.2% year over year in April 
to a record $2.96 trillion. April’s yearly increase by bank-held C&I loans was the fastest since September 
1951’s 29.5%. For all of 1951, nominal GDP’s 15.7% lift-off was joined by real GDP growth of 8.0%.   

From January to April, or the three months ended April, bank-held C&I loans rocketed higher at an 
unfathomable annualized pace of 149.1%. Prior to 2020, the former zenith for the annualized three-
month growth rate of bank-held C&I loans was the 48.7% of the three months ended September 1950.  
For calendar-year 1950, the U.S. produced annual growth rates of 10.0% for nominal GDP and 8.7% for 
real GDP.   

The breakneck economic growth rates of 1950 and 1951 helped to lower the high ratios of U.S. 
government debt to GDP that arose from the funding of the Second World War. In view of how publicly-
traded U.S. government debt may soon approach 100% of GDP, the U.S. may be biased toward faster 
economic growth going forward.   

As inferred from the high 0.83 correlation between the annual percent changes of nonfinancial-corporate 
debt and the sum of the outstandings of bank-held C&I loans plus nonfinancial-company commercial 
paper, the year-over-year growth rate of nonfinancial-corporate debt now well outruns its 4.8% yearly 
rise of 2019’s final quarter. Nevertheless, once profits grow, companies will begin to repay debt incurred 
for the purpose of maintaining sufficient liquidity.  

0

1

60Q1 64Q1 68Q1 72Q1 76Q1 80Q1 84Q1 88Q1 92Q1 96Q1 00Q1 04Q1 08Q1 12Q1 16Q1 20Q1
0.0%
1.0%
2.0%
3.0%
4.0%
5.0%
6.0%
7.0%
8.0%
9.0%

10.0%
11.0%
12.0%
13.0%
14.0%
15.0%
16.0%
17.0%
18.0%
19.0%

Recessions are shaded M2: YY % change

Figure 2: M2's Now Rapid Growth May Expedite the Arrival of the Next Business Cycle Upturn  
sources: Federal Reserve, Moody's Analytics
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Widest High-Yield Spreads Include Transportation, Oil & Gas and Retailing 
Barclays high-yield bond spread narrowed from May 15’s 767 basis points to May 22’s 706 bp. As of May 
22, the widest high-yield bond spreads belonged to transportation (1,452 bp), energy or oil and gas (1,142 
bp), and retailers (878 bp). May 22’s high-yield bond spreads of sectors hit hard by the COVID-19 
recession were 779 bp for real estate, 737 bp for capital goods, 714 bp for consumer cyclicals, 692 bp for 
lodging, and 677 bp for gaming. Each of the aforementioned high-yield spreads has probably narrowed 
further according to the likely 37-bp narrowing by the overall high-yield bond spread from May 22 
through May 27.  

As inferred from the pronounced thinning of high-yield bond spreads, market worry over a possibly 
disruptive climb by high-yield defaults has subsided considerably. A plunge by Bloomberg/Barclays 
speculative-grade bond yield from a March 23 high of 11.69% to May 27’s 7.07% compressed the 
accompanying high-yield bond spread from 1,100 bp to 643 bp.  

Baa Bond Yields and Spreads Sink From Highs of Late March  
Fears of a crippling surge in fallen-angel downgrades have eased. Moody’s Analytics’ long-term Baa 
industrial-company bond yield has sunk from its latest high of 5.60% for March 20 (or the trading day 
prior to March 23’s bottoming of the U.S. equity market) to the 4.05% of May 27. At the same time, the 
Baa industrial-company bond yield spread over Treasuries has narrowed from the March 20’s cycle high 
of 418 bp to May 27’s 261 bp.   

In similar fashion, Bloomberg/Barclays Baa corporate bond yield and spread (which covers Baa-grade 
bonds across all maturities) fell from March 23 highs of 5.43% and 469 bp, respectively, to May 22’s 
3.01% and 233 bp.  

Finally, despite worsening outlooks for state and local government budgets, Bloomberg’s average 
municipal bond yield sank from a March 23 high of 3.53% to May 27’s 1.62%.  
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The Week Ahead – U.S., Europe, Asia-Pacific 

THE U.S. 
By Ryan Sweet of Moody’s Analytics 
 

Time to Worry About Fiscal Cliffs Again 

State and local government policymakers are facing the most challenging budget environment in at 
least a generation. The baseline economic outlook calls for a GDP decline more than twice the 
magnitude of the Great Recession, but what level of federal help will be coming remains very much up 
in the air. In the meantime, revenues are falling precipitously and social service spending is accelerating 
at a record pace across the country. 

The risk of a U.S. fiscal policy error is rising and there are a pair of potential fiscal cliffs this summer, 
which if not addressed correctly, will cause the economy to underperform our expectations in the 
second half of the year. One of the biggest policy errors following the Great Recession was the 
premature shift to fiscal austerity. Between 2010 and 2014, fiscal policy was a persistent drag on GDP 
growth. Now this appears to be gaining traction again as some lawmakers are worried about providing 
another round of fiscal stimulus because of the rising debt-to-GDP ratio. However, failure to provide 
more support to small businesses along with state and local governments, will reduce federal 
government revenue and push the federal deficit higher. Either way the deficit is going to increase.  

Our baseline forecast doesn’t assume another round of fiscal stimulus, but it’s needed. There will be a 
pair of potential fiscal cliffs this summer if lawmakers don’t act. First, the Federal Pandemic 
Unemployment Compensation that adds an extra $600 per week to regular unemployment benefit 
payments is set to expire on July 31. The issue is that it may not be politically palatable to simply 
extend the Federal Pandemic Unemployment Compensation as currently constructed.  

Some lawmakers expressed concerns that the $600 in additional unemployment insurance benefits is 
creating a disincentive to work. The Fed’s latest Beige Book noted that multiple contacts in a variety of 
industries noted additional labor market challenges, including limited access to child care services that 
is keeping workers away from job sites, workers' requesting to stay home out of fear of the virus, and 
unemployment benefits that disincentivized workers from rejoining payrolls. Unemployment benefits 
need to be extended and one possible option to address the disenctive to finding work is providing a 
lump-sum payment of the remaining $600 in additional benefits once new employment has been 
found. As mentioned in the Beige Book, it’s not only emergency unemployment benefits that are 
affecting labor supply but policy solutions for child care and virus fears that are much more difficult. 
The July 31 cliff should be easily avoided as extending unemployment benefits are critical. We will get a 
clear view of how much unemployment is helping personal income when April personal income is 
released Friday.   

Other potential cliffs occur when the Paycheck Protection Program loans expire. These loans expire 
eight weeks after their disbursements. With the first round of payments made in mid-April and the 
second round in the first half of May, small businesses funding their payroll with these loans could 
come under new pressure next month and in early July. Usage of the PPP has abated recently. The SBA 
has interpreted the abatement in loan approvals as a sign that demand has been met. Moody’s 
Analytics estimates that eight weeks’ worth of eligible payroll, rent, mortgage interest and utility 
expenses for the PPP amounts to about $725 billion. Our estimate is based on business expense data 
from the Statistics of U.S. Businesses, the Services Annual Survey, and the IRS Statistics of Income. 
According to our estimate, some 70% of PPP loan demand has already been met, and the remainder 
likely reflects business owners who are hesitant to apply for a PPP loan for various reasons.  
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State and local governments face their own fiscal cliff as the new fiscal year quickly approaches for 
most. We estimate that state and local governments will have COVID-19 budget aggregate shortfalls 
totaling at least $500 billion through fiscal year 2022. This is stunning—equal to nearly one-fifth of 
precrisis annual revenues—and does not include the direct health care costs states are bearing to battle 
the virus. So far, the federal government has picked up these health care costs. It will need to continue 
to do so. Without additional aid to state and local governments, there will be significant furloughs, 
layoffs and spending cuts. 

Next week 
The key data next week will be April nonfarm employment, jobless claims, ISM manufacturing and 
nonmanufacturing surveys, trade deficit, factory orders, vehicle sales, and productivity/costs.  

 
 
EUROPE 
By Barbara Teixeira Araujo of Moody’s Analytics 
 

All Eyes on European Central Bank Decision 
 
The European Central Bank’s June monetary policy decision will be in the spotlight this coming week. 
We expect the bank will cave in and further raise quantitative easing purchases under its PEPP 
programme—we are penciling in an increase of €500 billion to a total of €1.25 trillion. While we 
welcomed the European Commission’s announcement this week of a fiscal proposal worth €750 billion 
to help the European Union countries finance the cost of the crisis, the fact that the ECB’s funds will 
probably only start to flow next year means that the ECB will need to do the heavy lifting on the policy 
front in 2020.  

At the current pace, the purchases already announced under the central bank’s PEEP programme are 
set to run out in October—which would likely result in a rewidening of bond spreads as the date draws 
near. We think that policymakers are more than keen to avoid such an increase in financing costs, 
especially in a time when borrowing is increasing at one of its fastest rates on record. Our view is that 
their preferred way to do so is through higher asset purchases, though we think it could tweak other 
liquidity instruments as well. One candidate is a further increase in the bank’s tier multiplier, which 
would release further money in banks’ reserves, while the ECB could also lower its TLTRO rates further 
into negative territory. Worth noting is that we don’t think the bank will lower its deposit rate, as the 
efficiency of such a move is low compared to what the other instruments can achieve.  

Regarding the asset purchases, we think that the bank will not only increase the amount of purchases 
but it will also ease the rules governing them. For instance, it could announce it will buy more 
supranational bonds—which would help absorb any issuance related to the EU Recovery Fund—and 
start buying riskier corporate debt. It could also expand the length of the PEPP programme, which is 
now set to last until the end of the year, to at least mid-2021. It could also announce that PEPP 
proceeds could be reinvested (the same way that assets bought under its PSPP programme can), which 
would allow for larger deviations from the capital key. 

On the data front, we will get April unemployment figures for the euro zone next week. Unfortunately, 
we expect that unemployment surged across most of the area’s major countries over the month—we 
estimate that the euro zone headline jobless rate rose to 8% from 7.4% in March. But it is worth noting 
that unemployment would have risen much further were it not for the generous short-term schemes 
put in place by the euro zone governments. The latest figures show that almost a third of the total 
workforce in the currency area’s four main economies have been registered under the schemes. Largely, 
those schemes allow each national government to pay the salaries of those employees that have been 
put on furlough or have had their hours reduced because of the COVID-19 crisis, on the condition that 
firms keep them on their payroll. While we don’t think that as much as a third of the workforce would 
have been made redundant if those schemes were not in place—some companies would still try to 
keep their employees even under financial stress—the sheer scale of the crisis suggest that the 
unemployment rate could easily have risen to over 20% under this scenario.  
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High-frequency numbers from France, for instance, show that the number of jobseekers in the country 
rose to 4.32 million in April from 3.49 million in May, suggesting that the unemployment rate could 
have jumped from 7.9% in March to over 10% in April. The numbers from Germany are similarly dire, 
suggesting an increase from 5.8% to 6.8%. The bad news is that, while activity is set to start recovering 
from May and into June, joblessness could rise further as firms gradually fall through the cracks and file 
for bankruptcy. While the euro zone’s governments also put in place programmes to help business live 
through the crisis, we expect a lot of firms (especially those whose finances were already unhealthy 
before the crisis) won’t manage to survive the blow. This is true especially for firms in the hospitality 
industry, as tourism has all but stopped and is set to remain subdued for some time. Also, companies in 
the transportation sector are extremely under pressure, as are those in the arts and entertainment 
business.  

Elsewhere, euro zone’s retail sales figures are expected to confirm that activity all but stopped in the 
euro zone in April. We are penciling in a 20% month over month decline in sales, which should build on 
an 11.2% fall in the previous month. Nonessential retail was closed across almost all of the area’s 
member countries throughout April, which suggests that nonfood sales fell off a cliff. Only online and 
food sales are expected to have increased, though high-frequency evidence points to an only small rise 
in both sectors. 

 

 

ASIA-PACIFIC  
By Shahana Mukherjee of Moody’s Analytics 

Contraction Expected for Australia’s Q1 GDP  
We expect Australia’s March quarter real GDP to contract by 0.4% on a quarterly basis, following a 
0.5% expansion in the December quarter of 2019. The economy expanded moderately in the final 
quarter of 2019; a slowdown in investment and government spending, which fell by 1% and 0.7%, 
respectively, weighed on growth, even though household consumption grew at 0.4% over this period. 
The situation has changed dramatically since then. On the domestic front, increased restrictions on 
social distancing came into effect from March. On the external front, disruptions caused by the cyclone 
in Western Australia and travel restrictions due to the COVID-19 outbreak hurt overall exports in the 
second half of the March quarter. The combined forces of easing domestic consumption and 
investment are expected to cause a contraction in national output. 

In other developments, we expect Australia’s trade surplus to have narrowed to A$8.6 billion in April 
from A$10.6 billion in March. Australia’s exports recorded a sharp 15% gain on monthly terms in 
March, aided by a significant pickup in total shipments to China and a surge in nonmonetary gold 
shipments. While a pickup in China’s production has buoyed demand for metal ores and coal, the 
sustainability of this trend is doubtful, especially since global demand has weakened considerably since 
then. While continued demand for safe haven assets  such as gold will still support Australia’s net trade 
position in April, exports are likely to decline by up to 7% in monthly terms given the overall weakness 
over this period.   

South Korea’s May foreign trade will be the other highlight on the calendar. We expect the May trade 
deficit to widen to US$2.5 billion, following a US$950 million deficit in April. The deficit is expected to 
be characterized by a sharper decline in exports relative to imports. The COVID-19 pandemic has 
severely impacted overseas demand and hurt global trade, with trade-reliant economies such as South 
Korea and Japan asymmetrically feeling the aftereffects of the shock.  South Korea’s April exports 
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collapsed by 24.3% on yearly terms in April, led by sharp declines in China- and Europe-bound 
shipments. While China’s production is picking up, most Western economies are yet to recover, and we 
expect suppressed demand in these markets to dominate the aggregate decline in exports in May. 

 

 

 

 

 

 

 

 

Key indicators Units Confidence Risk Moody's Analytics Last

Mon @ 10:00 a.m. South Korea Foreign Trade for May US$bil 3   -2.5 -0.9

Mon @ 10:00 a.m. China Manufacturing PMI for May Index 3   50.6 50.8

Tues @ 9:00 a.m. South Korea CPI for May % change yr ago 3   -0.30 0.10

Tues @ 2:30 p.m. Australia Monetary Policy for June % 3  0.25 0.25

Wed @ 11:30 a.m. Australia GDP for Q1 % 3  -0.4 0.5

Thur @ 11:30 a.m. Australia  Foreign Trade for April A$bil 3   8.6 10.6

Thur @ 11:30 a.m. Australia Retail Sales for April % 2  -9.0 8.5

Thur @ 2:00 p.m. Malaysia  Foreign Trade for April MYR bil 2  9.5 12.3
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The Long View 
 
March-May’s breakneck pace of investment-grade bond issuance is likely to 
slow considerably in June. 
 
By John Lonski, Chief Economist, Moody’s Capital Markets Research Group 
May 28, 2020 
 

CREDIT SPREADS 
As measured by Moody's long-term average corporate bond yield, the recent investment grade corporate 
bond yield spread of 165 basis points far exceeded its 122-point mean of the two previous economic 
recoveries. This spread may be no wider than 160 bp by year-end 2020. 

The recent high-yield bond spread of 734 bp is thinner than what is suggested by the accompanying long-
term Baa industrial company bond yield spread of 261 bp and the recent VIX of 29 points. The latter has been 
statistically associated with an 805-bp midpoint for the high-yield bond spread. 

DEFAULTS 
April 2020’s U.S. high-yield default rate of 5.4% was up from April 2019’s 2.8% and may approximate 13.3% 
by 2021’s first quarter. 

US CORPORATE BOND ISSUANCE  
First-quarter 2019’s worldwide offerings of corporate bonds revealed annual setbacks of 0.5% for IG and 3.6% 
for high-yield, wherein US$-denominated offerings fell by 3.0% for IG and grew by 7.1% for high yield. 

Second-quarter 2019’s worldwide offerings of corporate bonds revealed an annual setback of 2.5% for IG and 
an annual advance of 17.6% for high-yield, wherein US$-denominated offerings sank by 12.4% for IG and 
surged by 30.3% for high yield. 

Third-quarter 2019’s worldwide offerings of corporate bonds revealed annual advances of 15.2% for IG and 
56.8% for high-yield, wherein US$-denominated offerings soared higher by 36.8% for IG and 81.3% for high 
yield. 

Fourth-quarter 2019’s worldwide offerings of corporate bonds revealed annual advances of 15.3% for IG and 
329% for high-yield, wherein US$-denominated offerings dipped by 0.8% for IG and surged higher by 330% 
for high yield. 

First-quarter 2020’s worldwide offerings of corporate bonds revealed annual advances of 17.7% for IG and 
26.5% for high-yield, wherein US$-denominated offerings increased by 43.7% for IG and grew by 21.4% for 
high yield. 

For 2019, worldwide corporate bond offerings grew by 5.4% annually (to $2.447 trillion) for IG and advanced 
by 49.2% for high yield (to $561 billion). The projected annual percent changes for 2020’s worldwide 
corporate bond offerings are a 0.4% rise for IG and a 20.8% drop for high yield. 

US ECONOMIC OUTLOOK 
An unfolding global recession will rein in Treasury bond yields. As long as the global economy operates below 
trend, the 10-year Treasury yield may not remain above 1.25% for long. Until COVID-19 risks fade, 
substantially wider credit spreads are possible. 
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EUROPE 
By Ross Cioffi and Barbara Teixeira Araujo of Moody’s Analytics 
May 28, 2020 

EURO ZONE 
Negotiations for the post-COVID-19 recovery fund are continuing Wednesday as the European Commission 
announced its plan for a European recovery fund. The fund would be part of the still-to-be-passed Multiannual 
Financial Framework and would mobilize €500 billion in grants and €250 billion in loans. The commission would 
borrow the money and repay its debts using revenues from a digital tax or from CO2 emissions trading, for 
example. The proposal will now be voted on by national finance ministers in the Council of the EU, and by the 
European Parliament. The plan will likely get stopped in the Council, however. Austria, Sweden, Finland and the 
Netherlands opposed the plan announced last week by German Chancellor Angela Merkel and French President 
Emmanuel Macron, on the basis that it used grants and therefore effectively mutualized debt. 

The commission’s proposal is a good way to increase the size of the stimulus, but it doesn’t respond to the 
concerns over debt mutualization, which is why it is subject to negotiations. We remain cautiously optimistic that a 
compromise will be reached, either by increasing the share of loans or by using extremely long-term loans. 

GERMANY 
The first-quarter German GDP numbers confirmed that the COVID-19 crisis brought the economy to its knees. 
Activity fell by 2.2% quarter over quarter in the three months to March, worsening the 0.1% decline in the fourth 
quarter but still better than the results for the country’s major euro zone peers—GDP in France contracted by 5.8% 
quarter over quarter, while it was down by 5.2% in Spain and by 4.7% in Italy. However, it was still the worst result 
since the height of the financial crisis (GDP slumped by 4.7% quarter over quarter in the first quarter of 2009) and 
the second sharpest contraction since reunification. 

The expenditure details showed that the main drag on GDP came from a plunge in consumer spending, which 
wasn’t surprising. The nature of the crisis—which involved social distancing to contain the spread of the virus—
meant that consumers were forced to stay at home while most types of retail stores and consumer-facing service 
facilities were closed. Only spending on essential items (mainly food) and online stores managed to increase over 
the quarter. Machinery and equipment investment also plunged. Several factories (especially in the automotive 
sector) shut down during the last week of the month, while uncertainty pushed everyone into wait-and-see mode, 
with major purchases and capex decisions postponed. Granted, on the upside was that construction investment 
surged; we expect this was likely because building sites were allowed to remain open during the lockdown, which 
was not the case in most countries, and because of the quarter’s above-average temperatures. Even so, leading 
data for the construction sector show a drop in new orders in April and May, in line with the rise in uncertainty. 

Net trade also proved to be a significant drag on GDP growth in the first quarter. This was because exports plunged 
at a sharper pace than imports. The lockdown in Germany started later and was less stringent than elsewhere in 
Europe—which meant that the country’s domestic economy held up better than that of its major euro zone peers—
while demand from China and the U.S. also dropped. That Germany relies heavily on exports suggests that net 
trade subtracted again from GDP growth in April and in May. 

Government spending contributed to growth but only slightly. Given the size of the fiscal package put in place by 
the government to salvage the economy from the crisis, though, we expect government spending will soar in the 
second quarter and so will the country’s fiscal deficit. But despite the higher fiscal support, the first quarter results 
will still pale in comparison to what we expect for the second quarter—the sharpest decline in activity since World 
War II. Although the lockdown was in place for only seven working days in March, it lasted throughout April and 
was extended into May. This means that the second-quarter figures will be hit much harder than the first. We are 
penciling in a 10.5% quarter-over-quarter contraction, though most of this decline should be reversed in the third 
quarter. 

The GfK consumer confidence data showed that households were a little less pessimistic in June; the gauge rose to 
-18.9 from a record low of -23.1 in May, in line with expectations. The details, which were released for the previous 
month, were much better. The economic expectations index rose sharply to -10.4 from -21.4 in April, while the 
income expectations index climbed to -5.7 from -19.3. Granted, both gauges remain well below their long-term 
averages, but at least the direction of travel has changed. We expect that income expectations stayed depressed 
because a large part of the population remains on the government’s Kurzarbeit programme—at least 10 million 
people, or 22% of the workforce, have been registered under the programme. This means that the government is 
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d  paying their salaries if they have been furloughed or have had their hours reduced, but the entitlements amount to 
only 60% (67% for parents) of net wages. Thus, a large number of employees could have lost up to 40% of their 
pay, while hundreds of thousands of people could have been made redundant. This is why, despite rising over the 
month, households’ propensity to buy still remained 45 points below the level recorded last May. We expect that 
precautionary savings have risen and will remain high for the months to come. 

FRANCE 
French business confidence improved slightly during May. The composite index inched up to 59 from a downwardly 
revised 53. Even better was that in manufacturing, the balance of opinions on personal production expectations 
climbed to -12 from -69. This improvement, however, was blunted by a considerably worse view on past activity. 

Confidence increased modestly in services and retail, while sentiment deteriorated among wholesale traders. Price 
expectations among wholesalers remained nearly unchanged from March, but far more firms reported cash 
problems in April. Employment expectations also plunged. Builders’ sentiment plummeted as well, though as in 
other sectors this was largely due to worse views on past production and employment; expectations were 
marginally better than in the previous month. 

UNITED KINGDOM 
The Confederation of British Industry’s Distributive Trades Survey’s retail sales balance rose to -50 in May from -55 
previously. This marginal increase didn’t come as a surprise, as most retail shops remained closed throughout the 
month—only some specific stores were allowed to open. But prospects are much better; the government 
announced that outdoor markets will open from June 1, while all nonessential retail is scheduled to open from June 
15. While we expect that consumers will remain cautious for some time still, we do think that sales will rebound 
sharply once stores reopen. This will be helped by the fact that prices are expected to remain depressed in coming 
months, as retailers will have little pricing power amid a general decline in aggregate income. 

 
ASIA PACIFIC 
By Shahana Mukherjee of Moody’s Analytics 
May 28, 2020 

SINGAPORE 
Policymakers continue to take unprecedented steps to deal with the economic costs of the COVID-19 crisis. The 
Singapore government stepped up its efforts this week as it unveiled its fourth stimulus package, worth a sizeable 
US$23.22 billion, to cushion the blow from the pandemic. The latest announcement took the total resources 
injected so far to US$65.4 billion, equivalent to nearly 20% of GDP, as Singapore joins the ranks of other leading 
economies such as Japan in mobilizing unprecedented support. 

The latest package, referred to as the Fortitude Budget, is focused on safeguarding employment prospects. A major 
item of this package involves further enhancement of a wage subsidy scheme that was introduced in February. The 
government is expected to offset at least 25% of the first SGD4,600 of workers’ monthly wages for 10 months, 
revised upwards from the earlier commitment of nine months. For businesses that are unable to resume 
immediately following the relaxation of lockdown rules, affected individuals can tap the employment support 
scheme for up to 75% of wages until August. This provision was initially made available for all firms for the period 
of the partial shutdown. Provisions of nearly SGD2 billion have been made to partially offset rental costs for smaller 
businesses. 

The package includes a plan to create up to 40,000 jobs and nearly 60,000 training positions in various capacities 
to offset the pressure from job losses. Further, to support hiring of midcareer professionals, the government will 
double the incentives for employers to hire people over the age of 40, with a 40% subsidy on wages for these 
workers for six months, up to SGD12,000. 

Noteworthy features 
Singapore’s latest support package is noteworthy. First, at close to 20% of GDP, the amount of support extended 
to combat the crisis is amongst the highest in the region, second only to Japan, which stands at nearly 40% of 
GDP. Second, unlike in many countries, a large share of the package involves direct spending. This has been the 
case in all earlier packages, with a significant share dedicated to wage subsidy schemes. The latest package carries 
forward a similar approach, with the distinction that the total monetary support is nearly doubled to counter the 
aftereffects of lockdown.  
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d  Third, in a sharp contrast with most countries, Singapore’s stimulus packages are directly funded by its fiscal 
reserves, which are believed to be over SGD1 trillion. The latest package has required a second drawdown from its 
reserves, worth SGD31 billion, and is expected to lift the economy’s fiscal deficit to a significant 15.4% of GDP, 
potentially the largest shortfall on record.  

The latest announcement was made following a downward revision in the government’s growth expectations, with 
the economy projected to contract by 4% to 7% in 2020, stoking concerns that Singapore could see its worst 
contraction since 1964. The performance metrics for Singapore signal weakening conditions. Even though the final 
March quarter GDP came in stronger at -0.7% on a yearly basis, as opposed to an initial estimate of -2.2%, and 
manufacturing production picked up 13% on a yearly basis in April, this was driven exclusively by gains in the 
pharmaceutical sector; the broader category of general manufacturing fell by 20.2% as a result of weaker overseas 
demand and domestic restrictions in April.  

Exports defy global trend 
Further, while Singapore’s exports continued to defy the global trend, with nonoil exports rising by 9.7% on yearly 
terms in April, this uptick was a result of a sharp increase in pharmaceuticals and nonmonetary gold shipments. 
Total exports, however, have continued to decline on monthly as well as annual terms by 5.8% and 12.7%, 
respectively. Domestic prices have eased, as core prices contracted for the third consecutive month, falling by 0.3% 
in April to a 10-year low, a trend that is likely to extend in the near term as households remain conservative in their 
spending. 

The near-term prospects for Singapore are weak. Much like in the rest of the world, a recovery in domestic 
production rests crucially on the timing of a turnaround in overseas demand and prior to that, easing of the 
domestic lockdown. Resuming domestic production to close to full capacity will also depend on how resilient and 
forward-looking domestic businesses can afford to be in the aftermath of the COVID-19 shock. The significant 
stimulus will cushion some of the aftereffects, but the willingness of businesses to tap into these schemes will 
eventually determine the true extent of the net employment loss and the medium-term pickup in domestic 
spending.  At this stage, the downside risks from a severe slowdown in aggregate economic conditions will weigh 
heavily on near-term prospects and intensify the downturn through the June quarter.  
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Many Downgrades See Outlooks Drop From Stable to Negative 
By Steven Shields 
 
Corporate credit quality continues to weaken across the board as COVID-19 weighs on the global economy. 
For the week ended May 26, downgrades accounted for all twenty U.S. rating changes. Not only has there 
been a slew of corporate credit rating downgrades since March, but many of the downgrades have been 
accompanied by the placement of ratings on review or the dropping of a company’s credit outlook from 
stable to negative. Macy’s Inc. was the largest downgrade in terms of total debt affected at $9.7 billion. The 
senior unsecured ratings at Macy's Inc., Macy's Retail Holdings, Inc. and May Department Stores Company 
(The) were downgraded to B1 from Ba1. Moody’s also assigned a Ba1 rating to its proposed $1.1 billion senior 
secured notes. The department store sector has been one of the sectors most significantly affected by the 
shock given its sensitivity to consumer demand and sentiment. More specifically, the weaknesses in Macy's 
credit profile, including its exposure to store closures, China, and consumer sentiment have left it vulnerable 
to shifts in market sentiment in these unprecedented operating conditions. Moody’s Investors Services also 
downgraded Under Armour, Inc.’s senior unsecured notes to B1 from Ba2. The lower rating is the result of 
weakness in its credit profile, including its exposure to temporary store closures leaving it vulnerable to 
unprecedented operating disruption. Energy firms have also been a primary recipient of credit downgrades in 
recent weeks as the global economic recession and stay-in-place measures reduce demand for oil products. 
The sharp fall in demand for oil products worldwide has knocked oil markets off-balance, and though prices 
are off their pandemic-fueled lows, they remain depressed. During the reference period, several firms in the 
energy sector were downgraded or had their rating withdrawn. Hornbeck Offshore Services, Inc’s rating was 
withdrawn on May 22 after filing for petitions of relief under Chapter 11 bankruptcy. Extraction Oil and Gas 
Co. suffered its second downgrade in two months with firm’s unsecured notes getting lowered to C from 
Caa3. Moody’s Investors Service lowered Sesi, LLC.’s senior unsecured rating to Caa3 from Caa1 on May 22 
and revised its outlook to negative.  
 
European rating activity was light in the reference period and like the United States, rating changes were 
confined to downgrades. Moody’s Investors Service lowered Parts Europe S.A.’s senior secured notes to Caa1 
from B3 previously. The company’s credit metrics were weak prior to the coronavirus outbreak, and while 
activity levels are expected to recover reasonably well, the impact on the company’s earnings and cash flow 
will result in a further deterioration of its credit quality this year. On May 20, Moody’s Investors Service 
downgraded TUI Ag’s corporate family rating (CFR) to Caa1 and placed the rating under further review. The 
sharp decline in its credit quality was driven by the unprecedented disruption to the tourism sector and the 
expectation that the market environment will remain extremely challenging even after the lockdowns are 
lifted. 
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FIGURE 1 

Rating Changes - US Corporate & Financial Institutions: Favorable as % of Total Actions 
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FIGURE 2 

Rating Key 

 
 

 

BCF Bank Credit Facility Rating MM Money-Market
CFR Corporate Family Rating MTN MTN Program Rating
CP Commercial Paper Rating Notes Notes
FSR Bank Financial Strength Rating PDR Probability of Default Rating
IFS Insurance Financial Strength Rating PS Preferred Stock Rating
IR Issuer Rating SGLR Speculative-Grade Liquidity Rating

JrSub Junior Subordinated Rating SLTD Short- and Long-Term Deposit Rating
LGD Loss Given Default Rating SrSec Senior Secured Rating 
LTCF Long-Term Corporate Family Rating SrUnsec Senior Unsecured Rating 
LTD Long-Term Deposit Rating SrSub Senior Subordinated
LTIR Long-Term Issuer Rating STD Short-Term Deposit Rating
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FIGURE 3 

Rating Changes: Corporate & Financial Institutions – US 

 
 

 
 

Date Company Sector Rating
Amount

($ Million)
Up/

Down

Old
LTD

Rating

New
LTD

Rating
IG/SG

5/20/20 DIVERSIFIED HEALTHCARE TRUST Industrial SrUnsec/LTCFR 1,650 D Ba1 Ba2 SG

5/20/20 HORNBECK OFFSHORE SERVICES, INC. Industrial SrUnsec/LTCFR/PDR 450 D Ca C SG

5/20/20
LEARFIELD COMMUNICATIONS, INC.
-LEARFIELD COMMUNICATIONS, LLC

Industrial SrSec/BCF/LTCFR/PDR D B2 B3 SG

5/21/20 BRINKER INTERNATIONAL, INC. Industrial SrUnsec/LTCFR/PDR 600 D B2 B3 SG

5/21/20
GUITAR CENTER HOLDINGS, INC
-GUITAR CENTER INC.

Industrial
SrSec/SrUnsec

/LTCFR/PDR
960 D Caa2 Caa3 SG

5/21/20 UNDER ARMOUR, INC. Industrial SrUnsec/LTCFR/PDR 1,200 D Ba2 B1 SG
5/21/20 FOGO DE CHAO, INC. Industrial SrSec/BCF/LTCFR/PDR D B3 Caa1 SG

5/21/20 EXTRACTION OIL AND GAS, INC. Industrial SrUnsec/LTCFR/PDR 1,150 D Caa3 C SG

5/21/20 PATRIOT CONTAINER CORP. Industrial SrSec/BCF/LTCFR/PDR D Caa1 Caa2 SG

5/21/20 FIELDWOOD ENERGY LLC Industrial SrSec/BCF/LTCFR/PDR D Caa1 Caa3 SG

5/21/20 GC EOS BUYER, INC. Industrial SrSec/BCF/LTCFR/PDR D Caa2 Caa3 SG

5/21/20
BEP DIAMOND TOPCO L.P.
-BEP ULTERRA HOLDINGS, INC.

Industrial SrSec/BCF/LTCFR/PDR D B2 B3 SG

5/22/20
SUPERIOR ENERGY SERVICES, INC.
-SESI, L.L.C.

Industrial SrUnsec/LTCFR/PDR 1,300 D Caa1 Caa3 SG

5/22/20 BLOOMIN' BRANDS, INC. Industrial SrSec/BCF/LTCFR D Ba2 Ba3 SG
5/26/20 MACY'S, INC. Industrial SrUnsec/LTCFR/PDR 9,715 D Ba1 B1 SG

5/26/20 UNIT CORPORATION Industrial LTCFR/SrSub/PDR 1,300 D Caa2 Ca SG

5/26/20 WESCO INTERNATIONAL, INC. Industrial SrUnsec/LTCFR/PDR 850 D B1 B2 SG
5/26/20 EQUINOX HOLDINGS, INC. Industrial SrSec/BCF/LTCFR/PDR D B3 Caa1 SG
5/26/20 AKORN, INC. Industrial PDR D Ca D SG

5/26/20 NATGASOLINE LLC Industrial SrSec/BCF/LTCFR/PDR D Ba3 B1 SG
Source: Moody's

FIGURE 4 

Rating Changes: Corporate & Financial Institutions – Europe 

 
 

 

 

Date Company Sector Rating
Amount

($ Million)
Up/

Down

Old
LTD

Rating

New
LTD

Rating

IG/S
G

Country

5/20/20 TUI AG Industrial SrUnsec/LTCFR/PDR 327 D B2 Caa1 SG GERMANY

5/20/20 RADISSON HOSPITALITY AB Industrial SrSec/LTCFR/PDR 272 D B1 B3 SG SWEDEN

5/25/20 SAS AB Industrial
LTCFR/Sub
/PDR/MTN

131 D B2 Caa1 SG SWEDEN

5/25/20
DAKAR FINANCE S.A.
-PARTS EUROPE S.A.

Industrial SrSec/LTCFR/PDR 2,069 D B3 Caa1 SG FRANCE

5/26/20 WERELDHAVE N.V. Industrial SrUnsec/MTN 83 D Baa3 Ba2 IG NETHERLANDS

5/26/20 TECHNICOLOR S.A. Industrial
SrSec/BCF

/LTCFR/PDR
D Caa1 Caa2 SG FRANCE

Source: Moody's
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Figure 1: 5-Year Median Spreads-Global Data (High Grade)
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Figure 2: 5-Year Median Spreads-Global Data (High Yield)
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CDS Implied Rating Rises

Issuer May. 27 May. 20 Senior Ratings
Toyota Motor Credit Corporation Aa3 A3 A1
L Brands, Inc. B3 Caa2 B2
Ally Financial Inc. Ba1 Ba2 Ba1
CVS Health A1 A2 Baa2
Exxon Mobil Corporation A2 A3 Aa1
General Motors Company Ba2 Ba3 Baa3
Chevron Corporation Baa2 Baa3 Aa2
American Express Company Aaa Aa1 A3
Bank of America, N.A. A3 Baa1 Aa2
CCO Holdings, LLC Baa3 Ba1 B1

CDS Implied Rating Declines
Issuer May. 27 May. 20 Senior Ratings
NextEra Energy Capital Holdings, Inc. A2 Aa2 Baa1
Intel Corporation A2 Aa3 A1
Abbott Laboratories A1 Aa2 A3
Mohawk Industries, Inc. Ba2 Baa3 Baa1
Apple Inc. Aa1 Aaa Aa1
John Deere Capital Corporation Aa3 Aa2 A2
Microsoft Corporation Aa2 Aa1 Aaa
Oracle Corporation Aa3 Aa2 A3
Consolidated Edison Company of New York, Inc. A2 A1 Baa1
Waste Management, Inc. A1 Aa3 Baa1

CDS Spread Increases
Issuer Senior Ratings May. 27 May. 20 Spread Diff
Mohawk Industries, Inc. Baa1 231 107 124
Macy's Retail Holdings, Inc. B1 1,156 1,079 76
Pactiv Corporation Caa1 247 220 27
NextEra Energy Capital Holdings, Inc. Baa1 54 44 10
Qwest Corporation Ba2 180 170 10
UDR, Inc. Baa1 515 507 8
GATX Corp. Baa2 191 187 5
Marriott International, Inc. Baa3 182 179 3
Vornado Realty L.P. Baa2 124 120 3
Starwood Hotels & Resorts Worldwide Inc. Baa3 189 187 3

CDS Spread Decreases
Issuer Senior Ratings May. 27 May. 20 Spread Diff
Chesapeake Energy Corporation C 32,485 34,766 -2,281
American Airlines Group Inc. B1 3,380 5,268 -1,887
K. Hovnanian Enterprises, Inc. Caa3 3,532 4,360 -828
Nabors Industries, Inc. B3 3,363 3,998 -635
Avis Budget Car Rental, LLC B3 1,291 1,897 -606
United Airlines Holdings, Inc. Ba3 1,481 1,952 -471
Royal Caribbean Cruises Ltd. Ba2 1,418 1,831 -412
United Airlines, Inc. Ba3 1,263 1,664 -401
L Brands, Inc. B2 516 897 -381
Carnival Corporation Ba1 919 1,207 -289

Source: Moody's, CMA

CDS Spreads 

CDS Implied Ratings

CDS Implied Ratings

CDS Spreads 

Figure 3.  CDS Movers - US (May 20, 2020 – May 27, 2020)
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CDS Implied Rating Rises

Issuer May. 27 May. 20 Senior Ratings
BNP Paribas A1 A3 Aa3
Banco Santander S.A. (Spain) A1 A3 A2
Bayer AG A2 Baa1 Baa1
Solvay SA Aa3 A2 Baa2
Heathrow Finance plc Baa2 Ba1 Ba1
Royal Dutch Shell Plc A3 Baa2 Aa2
Societe Generale A1 A2 A1
Barclays Bank PLC Baa2 Baa3 A1
Banco Bilbao Vizcaya Argentaria, S.A. A3 Baa1 A3
Intesa Sanpaolo S.p.A. Baa3 Ba1 Baa1

CDS Implied Rating Declines
Issuer May. 27 May. 20 Senior Ratings
Landesbank Baden-Wuerttemberg A1 Aa2 Aa3
Bayerische Landesbank A3 A2 Aa3
UniCredit Bank Austria AG Aa3 Aa2 Baa1
KBC Group N.V. A1 Aa3 Baa1
Siemens Aktiengesellschaft Aa1 Aaa A1
Banca Monte dei Paschi di Siena S.p.A. B3 B2 Caa1
Iberdrola International B.V. Aa2 Aa1 Baa1
Bank of Ireland A1 Aa3 A2
Vivendi SA A1 Aa3 Baa2
Deutsche Post AG Aa2 Aa1 A3

CDS Spread Increases
Issuer Senior Ratings May. 27 May. 20 Spread Diff
PizzaExpress Financing 1 plc C 12,908 11,054 1,854
Matalan Finance plc Caa2 8,879 7,119 1,760
Hammerson Plc Baa2 464 451 12
Raiffeisen Bank International AG A3 96 94 2
Deutsche Post AG A3 42 40 2
Orange Baa1 33 33 0
Bayerische Landesbank Aa3 57 57 0
Alpha Bank AE Caa1 611 611 0
Swedish Export Credit Corporation Aa1 15 15 0
Deutsche Bahn AG Aa1 18 18 0

CDS Spread Decreases
Issuer Senior Ratings May. 27 May. 20 Spread Diff
Selecta Group B.V. Caa2 4,773 6,466 -1,693
TUI AG Caa1 1,108 2,350 -1,241
Novafives S.A.S. Caa2 1,340 1,871 -531
Jaguar Land Rover Automotive Plc B1 1,186 1,403 -217
CMA CGM S.A. Caa1 1,569 1,764 -195
Heathrow Finance plc Ba1 85 212 -127
Deutsche Lufthansa Aktiengesellschaft Ba1 361 440 -79
Iceland Bondco plc Caa2 774 853 -79
Stena AB Caa1 784 851 -66
Fiat Chrysler Automobiles N.V. Ba2 305 368 -63

Source: Moody's, CMA

CDS Spreads 

CDS Implied Ratings

CDS Implied Ratings

CDS Spreads 

Figure 4.  CDS Movers - Europe (May 20, 2020 – May 27, 2020)
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Figure 5. Market Cumulative Issuance - Corporate & Financial Institutions: USD Denominated
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Figure 6. Market Cumulative Issuance - Corporate & Financial Institutions: Euro  Denominated
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Investment-Grade High-Yield Total*
Amount Amount Amount

$B $B $B
Weekly 50.968 11.856 64.083

Year-to-Date 1,068.916 197.859 1,313.579

Investment-Grade High-Yield Total*
Amount Amount Amount

$B $B $B
Weekly 18.506 0.000 19.230

Year-to-Date 404.224 42.206 470.261
* Difference represents issuance with pending ratings.
Source: Moody's/ Dealogic

USD Denominated

Euro Denominated

Figure 7. Issuance: Corporate & Financial Institutions
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Moody’s Capital Markets Research recent publications  
 

High Technology Is North America’s Biggest Corporate Borrower (Capital Markets Research) 

Troubling Default Outlook Warns Against Complacency (Capital Markets Research) 

Fed Intervention Sparks Back-to-Back Record Highs for IG Issuance (Capital Markets Research) 

April’s Financial Markets Transcend Miserable Economic Data (Capital Markets Research) 

Speculation Powers Recent Rallies by Corporate Bonds (Capital Markets Research) 

Fed Extends Support to Some High-Yield Issuers (Capital Markets Research) 

Ample Liquidity Shores Up Investment-Grade Credits (Capital Markets Research) 

Unlike 2008-2009, Few Speak of a Credit Crunch (Capital Markets Research) 

Equity Market Volatility Resembles 2008’s Final Quarter (Capital Markets Research) 

High-Yield’s Default Risk Metrics Still Trail Worst Stretch of Great Recession (Capital Markets Research) 

Ultra-Low Treasury Yields and Very High VIX Warn of Credit Stress Ahead (Capital Markets Research) 

Fed Rate Cuts May Fall Short of Stabilizing Markets (Capital Markets Research) 

Optimism Rules Despite Unfinished Slowing of Core Business Sales (Capital Markets Research) 

Baa-Rated Corporates Fared Better in 2019 (Capital Markets Research) 

Richly Priced Stocks Fall Short of 1999-2000’s Gross Overvaluation (Capital Markets Research) 

Coronavirus May Be a Black Swan Like No Other (Capital Markets Research) 

How Corporate Credit Might Burst an Equity Bubble (Capital Markets Research) 

Positive Earnings Outlook Requires Flat to Lower Interest Rates (Capital Markets Research) 

Overvalued Equities Increase Corporate Credit’s Downside Risk (Capital Markets Research) 

High-Yield Rating Changes Say High-Yield Bond Spread Is Too Thin (Capital Markets Research) 

Return of Christmas Past Does Not Impend (Capital Markets Research) 

Next Plunge by Profits to Drive Leverage Up to 2009 High (Capital Markets Research) 

Corporate Bond Issuance Reflects Business Activity’s Heightened Sensitivity to Rates (Capital Markets Research) 

Equities Advanced for 95% of the Yearly Declines by High-Yield Bond Spread (Capital Markets Research) 

Improved Market Sentiment Is Mostly Speculative (Capital Markets Research) 

Loans Impart an Upward Bias to High-Yield Downgrade per Upgrade Ratio (Capital Markets Research) 

VIX, EDF and National Activity Index Go Far at Explaining the High-Yield Spread (Capital Markets Research) 

Worsened Fundamentals Lift Downgrades Well Above Upgrades (Capital Markets Research) 

Next Recession May Lower 10-year Treasury Yield to Range of 0.5% to 1% (Capital Markets Research) 

Abundant Liquidity Suppresses Defaults (Capital Markets Research) 

Cheap Money in Action (Capital Markets Research) 

Bond Implied Ratings Hint of More Fallen-Angel Downgrades (Capital Markets Research) 

Leading Credit-Risk Indicator Signals A Rising Default Rate (Capital Markets Research) 

Upon Further review, Aggregate Financial Metrics Worsen (Capital Markets Research) 

Faster Loan Growth Would Bode Poorly for Corporate Credit Quality (Capital Markets Research) 
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