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Agenda

O Refresher on the Large Corporate Default Dashboard

O Updated figures with 2021 data
m Migration drift
m Default Rates
O Another perspective on the migration drift
m Covid-Impacted industries
m Upstream vs Downstream Oil & Gas
m Large Corporates
m Large Corporates vs SMEs
m Manufacturing industry
O Additional considerations
m Volumetrics

m Formulas

O Next steps: 2022 inflationary impact
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Agenda

O Refresher on the Large Corporate Default Dashboard
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Public dashboard on Large Corporates Defaults
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Large Corporate Defaults: Will the combination of global uncertainties, central
banks' tightening of borrowing costs and the war in Ukraine lead to the worst

D InSightS: COVid Im paCt wave of defaults since the Global Financial Crisis?

Large Corporate Defaults Dashboard - Internal Rating Migrations

May 2022

Global Credit Data monitors the quarterly internal rating 91,950 1.01% 2008 - 2020
D S C O e . La r e CO r O ra t e S migrations of 92,000 Large Corporate exposures provided by 27 Average Annual Annual History
° x banks. Borrower Base Default Rate Coverage
o 2 B Region
Macroecf}nnmlc trendsin'2022, inttisllymarked by Worldwide data is available and can be further drilled into regional, .
expectations of reduced government support for the Region

sub-regional and country levels for detailed analyses.

O Focus:

pandemic, prog of y policies by
central banks and rising inflation rates must now consider
market stress, energy cost surge and negative fallouts from

Average Annual
Industry Borrower Base
Granular industry groups are available to GCD member banks and

Africa & Middle East 3,697
. H Ot e I & R e Sta u ra n ts the war in Ukraine. Concerns about new Covid-19 variants are condensed here into key industry groupings. As::‘; Oce;niae s )
cannot be ignored neither. .
Rating grades and defaults Europe 48,290
The data reflect the portfolio of the participating banks with most of Latin America 2,780
. the borrowers attributed to rating classes BB and BBB, as expected. North America 27,500
. A I r t ra n S p O rts The riskier rating classes capture more default cases. Other 45
10% GFC 0il Glut Covid-19
5 ’ PD and Default Rate over time Industry
. g 5% At the pool level, tl:ne Through-The-Cycle Probability of Default (TTC Agriculture 2,561
. O I I & G a S S PD) is stable over time with a value around 0.2% on i o . 4145
> . )
<] 0% grades and 3% on speculative grades, overall at 1.94%. N 5225
g It is consistently above the observed Default Rate due to regulatory Construction 2‘455
= 5% buffer requirements. Hotelsfand Restaurants 21,532
) The Default Rate increases align with crises for speculative ratings. Mﬂ"f“ acturing g
5 -10% For investment ratings, the default rate was particularly impacted by Mining 3,510
s the Covid crisis. Other services 7,382
5 -15% Real Estate 7,574
g, W Air Transport M oil&Gas Number of Borrowers and Default Rate by Internal Rating Transportation 6,013
& -20% | Hotels & Restaurants [l Other Utilities 3,673
L T T S T T T T S B | 30K 0% Wholesale and Retail Trade 17,945
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 " Other 9,933
E 20K . §
The default rate and the migration drift serve as indicators Default Rates e 5% Note on Terms Used {see Appendix far more details)
for crises. They are plotted for the three following highly Covid 2020  Previous Crises Non-Crisis a 10k Observed Default Rate is the percentage of performing borrowers
affected industries for both the pandemic and previous Air Transport 3.88% 1.20% 0.77% that experience a default event within 1 year.
crises: Hotels & Restaurants 3.84% 164% 0.83% oK 0% Annual borrower base is the count of performing borrowers on
T r— 0il & Gas 2.35% 3.74% 0.69% ana oA o . - s CoOC January 1st of the year
i i i Other 0.80% 1.18% 0.81%
The two industries were the most negatively impacted i = fr—
3 PD and Default Rate over Time (left: de, right: de|
during the Covid 2020 crisis. This is confirmed by both . o . { grade, rig Brada)
e B ; The period of previous crises in aviation and hospitality starts at
indicators, the migration drift as well as the default rate. < = s % i
the Global Financial Crisis until 2012, where the high cost of 60K~ 60K ~3.0%
0il & Gas kerosen was a challenging factor for the industry. r0.4% L2 se
Both indicators show the negative impact of the Covid
T aiar it wash asgseverle a‘: the 2015-16 Oil For the Oil & Gas industry, the period of the Oil Glut in 2015-16, 40K- 40K- -2.0%
Glut. : ¥ where oil prices reached an historical low level due to oversupply, L1.5%
: was selected as the indicator of previous crises. ro.2%
. N " 20K~ 20K -1.0%
Other industries (for comparison)
Overall, the remaining industries appear to be moderately ~ Note on Terms Used (see Appendix for mor details) ok oo ok -0.5%
affected in 2020, as shown by the migration drift and their . L i B B e e e M . L e B LA B s B e e
overall default rate is similar to the default rate during Drifttsthe of raling minsthe 2008 2010 2012 2014 2016 2018 2020 2008 2010 2012 2014 2016 2018 2020
non-crisis years. percentage of rating downgrades within a portfolio per quarter.
Borrowers M Default Rate M TTCPD
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Agenda

O Updated figures with 2021 data
m Migration drift
m Default Rates
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2021 update: Migration Drift over impacted industries

Migration Drift
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2021 update: Default Rates over impacted industries

Default rate on Large Corporates
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2021 update: TTC PD & DR historically, by rating
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Agenda

O Another perspective on the migration drift
m Covid-Impacted industries

m Upstream vs Downstream Oil&Gas
m Large Corporates
m Large Corporates vs SMEs
m Manufacturing industry
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Migration Drift of: Hotels/Restaurants

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.
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Migration Drift of: Air Transport

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.
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Migration Drift of: Oil & Gas

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.

S\ )
Copyright Global Credit Data 2022 UK Conference | 2022 12 /7% é/ Global Credit Data
SIS




Upstream is more impacted than downstream

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.
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Migration Drift over the pool

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.
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Migration Drift over manufacturing industries

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.
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Migration Drift over LC vs SMEs

Member-only:

Contact
olivier.plaetevoet@globalcreditdata.org

to get access to the full slide.
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Agenda

O Additional considerations
m Volumetrics

m Formulas
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Participation, Volumetrics and Platform

O 30 members have participated in the PD & Rating platform.
O > 15 active members with recent contributions.

O 85k obligor basis for Large Corporate asset class.
O >350k obligor basis for SME asset class.

Q Yearly submission of quarterly data points.

(I

Obligor characteristics: asset class, country, industry
Q Credit information: TTC PD, Internal Ratings, Default information.
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Migration Drift formula

Upgrades — Downgrades

=U de % — D de ©
Performing rated obligors pgraae % — Downgraade %

Migration Drift =

Note: Number of notches downgraded/upgraded is not included in the calculation.
Note: Defaults are not included in the calculation.
Comparability of different portfolio sizes is possible.

0O 0O 0 O

Migration drift of each participant is averaged to obtain a consensus.

Q Graphs with boxplots presented before show the dispersion of lenders migration drifts for the
selected scope/portfolio.
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Agenda

O Next steps: 2022 inflationary impact
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2022 inflation

O Evaluation of 2021 data shows:

m Positive migration drift (recovery with upgrades).

m Hotel/Restaurants and Airlines still with negative migration drift (still partly downgrading).
O Expectations for 2022 & 2023, knowing:

m Rising inflation worldwide

m Energy crunch in Europe
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Behind the scene considerations

A Which perspective to take:
m Pool
m Average of each lender

O Stability of the dataset
m Reality is that all participating members cannot submit every time. How to avoid having

Q Frequency of the refresh
m Data refresh is once per year, should we increase the frequency for some use case?
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