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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”.

Consensus credit data from Credit Benchmark — which gathers the collective credit quality estimates of lenders to
these firms — shows that a growing number of companies are falling over the cliff edge, providing clues to likely

future default rates.

Consider the full set of global sectors. In this sample, of 6,894 companies, 578 (about 8%) have migrated to and
remained in sub-Investment-Grade territory over this period, as seen in Figure 1.

Figure 1. Fallen Angels % by Global Sector

The sector showing the most significant
deterioration is Travel & Leisure, with about
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some sectors by the end of 2020 may be even
higher than has so far been suggested.
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