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Challenging Macro Environment For Corporates Will Likely Erode Profit Margins

Recession Ahead And Inflation To Stay In 2023

Further increase expected, but majority is done:

FED by end of Q1 2023 +100bp to 4-4.25%

ECB by end of Q1 2023 +50bp to 2%

BOE by Feb. 2023 + 100bp to 3.25%
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No Easing In Sight On The Risk Side But Unemployment Rates Look Solid And 
Government Support Continues To Increase  
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Rating Distribution Shows A Large Number Of B Credits Where Refinancing Will Be 
Much More Expensive If It Comes Up 
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How Do Interest 
Rates And 
Inflation Impact 
Credit Ratings?
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S&P Global Corporate Ratings Methodology At A Glance
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Interest cost are 

more important 



Diverse Set Of Credit Ratios –
In Focus Interest Cover Ratios…
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Cash Flow/Leverage (CFL) Business Risk 
Profile

Financial Risk 
Profile

Anchor Modifiers
Group 

Methodology

Greater importance when 

preliminary assessment is 

minimal to intermediate

Greater importance  

when preliminary 

assessment 

is significant  to 

highly leveraged

Assessment of supplemental ratios may either CONFIRM or ADJUST the preliminary score. 

Ratios are weighted averages of typical 2 historical and 3 forward looking years.

Core Ratios

FFO/Debt

Debt/EBITDA

Supplemental Ratios

If preliminary score is Intermediate or 

stronger:

▪ CFO/Debt

▪ FOCF/Debt

▪ DCF/Debt

If preliminary score is Significant or 

weaker:

▪ EBITDA/Interest

▪ (FFO + Interest)/ 

Cash Interest

Industry Key Credit Factor commentaries may 

identify additional supplemental ratio(s)
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FFO Definition

EBITDA  less net interest expense less 

current tax expense, subject to our 

analytical adjustments

EBITDA Definition

Revenue less operating expenses plus 

D&A expenses, subject to our analytical 

adjustments



Liquidity descriptors:

Exceptional

Strong

Adequate

Less than adequate

Weak

Exceptional

Strong

Adequate

Less than adequate ICR < BBB-

Weak

Exceptional

Strong

Adequate

Less than adequate ICR < BBB-

Weak ICR < B

Liquidity Business Risk 
Profile

Financial Risk 
Profile

Anchor Modifiers
Group 

Methodology

Liquidity is an independent characteristic 

of a company measured on an absolute 

basis, and the assessment is not relative 

to industry peers or other companies in 

the same rating category.
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Weighted Average Debt Maturities – FY 2021

2021
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Interest Rate Increase Will Take Time To Show Full Impact – Duration About 4 
Years
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Financing Costs Are Rising Significantly But Mostly Bear A Risk For High Yield –
IG Credits Benefit From Typical 5-8 Years Duration On Their Debt Maturity Profile 
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Strong Increase In Corporate Bond-Yields Reduced Issuance In Europe Significantly
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Stress Case Scenario On US HY Corporates With Interest Rates At 3.5% And 15% 
EBITDA Decline Shows A Leverage Increase Of 0.9x And 39% Being FOCF neg.



add the logo in all black to 

Inflation: High Value-Added Industries Are Meaningfully Mitigating The Impact On 
Energy Prices For Corporates In EMEA – But This Is Not True For All Industries
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Inflation: Pricing Power Will Decide If Margins Decline – Companies With Low 
Gross Margins Are Likely To Be More Impacted Than Those With High Gross 
Margins
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What Is The 
Outlook For 
Credit Ratings In 
The DACH 
Region?
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Pressure building in the Netherlands, UK & Germany while the Nordics outperform

Net Bias - Still Solid But Future Indicators Suggest A More Negative Outlook
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Downgrades Started To Exceed Upgrades In The DACH Region Since Q4 2022 
And Negative Outlooks Are Growing From A Low Level
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BBB Credits Expected To Remain Resilient Despite Rising Risks
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Sectors will make the difference in the coming quarters

Consumer Products Are Likely To Be Hit In 2023
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Defaults Increase, But Remain Moderate In Our Base Case

US Defaults Expected to Rise to About 3.5%
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ESG Remains A Driver For Rating Changes In 2022 And Beyond



Questions & Comments Are Welcome

Tobias Mock, CFA 
Managing Director
Sector Lead DACH Corporates
T: +49 69 33 999 126
tobias.mock@spglobal.com
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