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Rating agency downgrades have hit unprecedented levels over the past few months, but the majority of these are
companies that were already classed as high yield. Fallen Angels — companies that cross the boundary from Investment
Grade to Junk — are still in a minority, as agencies (and their corporate clients) display an understandable reluctance
to avoid the “BBB cliff”.

But consensus credit data shows that, in the opinion of their lenders, a growing number of companies are falling over
the cliff edge, providing clues to likely future default rates.

Figure 1 shows, for the full set of global sectors, the proportions of a sample of 6,895 companies that have migrated
from Investment Grade to Non-Investment Grade in the past three months. In total, 426 companies (around 6%) have
migrated to and remained in Sub-Investment Grade territory over this period.

Figure 1. Fallen Angels % by Global Sector
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