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Each Recent Recession Led to a U.S. MHigh-
Yield Default Rate of at least 11% « O
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Contraction of Profits Preceded @T]\
Previous Recession
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Recent Yield Curve Inversion Resemb
that of 1998, as Opposed to Inversic@ f
1999- 2000 and 2006-2007 §
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Historically High Ratio of Nonfinancials
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Debt to Core Pretax Profits Warns @
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Record Low Ratio of Riskier Bonds to JAS.
High-Yield Corporate Bonds Outst
May Help to Contain High-Yield It Rate
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Baa3 Drops from 2007’s 30% to Rece ?24%
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Credit risk is increasing among the riskj({t segment
Distribution of 1-year EDF, North American firms O
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Which industries have seen the bigge%
increase in risk since mid-2018? . O
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SPRINT CORP .

Stress testing your C&l loan book Q

913025 NYS-S CORP UNITED STATES TELEPHONE \
What-if calculator Stressed EDFO
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Cyclical industries that are aIrea&ruggling

will do poorly in a recession ¢
Share of investment grade implied ratﬁ% ecession scenario

Industry IG share ‘cuire!it) IG share (recession scenario)

Qil, gas & coal expl/prod 6%
Telecommunications 25%
Mining K 22% 4%
Pharmaceuticals &O 29% 9%
Medical services \ 45% 21%
Overall E O 52% 21%
MOODY'S ANALYTICS Preparing for a turn in the credit cycle, November 2019 24

12



11/21/2019

A toolkit for monitoring credit risk

N\
;\\O

v We use & light” approach to
monitof risk along multiple
di &

Relative %T%g it can help credit risk

\EDF Level EDF Term YQ ers make better decisions, faster
structure Q

\ Preparing for a turn in the credit cycle, November 2019 25

MOODY'S ANALYTICS
@2019 MoodyE Analytics, Inc., its licensors and affiliates. All rights reserved.

;\e
Dean Foods filed for bankruptcyast week (Nov 12)
— were there warning signs?*‘\Q
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The Early Warning Toolkit allows you fficiently
monitor your portfolio of exposures

H Exposure Amount H EDF Implied Rating n 1Y EDF ﬂ Deterioration Probability H 1Y EDF Abave Trigger Level ﬂ 1VED: "ange;‘ Term Structure Inversion B3l Relative 1Y EDF ﬂ Relative 1Y EDF Change

Dean Foods Company 52747100 C 43.05% 70.00% Yes teriora Yes Above 90th Petl Deteriorating
Akorn, Inc 656,763.00 Ca 11.92% 47.69% Yes Az Yes 75th Petl <> 90th Petl Improving
Lannett Company, Inc. 246,959.00 (aa3 9.30% 3492% hb proving Yes 50th Pctl <> 75th Petl Impraving
Fossil Group, Inc. 837975.00 (ag3 B30% 27.15% Yes orating Yes Improving
AMAG Pharmaceuticals, Inc 176,127.00 Caal 3.38% 25.62% \ Deteriorating No 50th Peel <» 75th Petl Deteriorating
Revlon Consumer Products Corpo 364,844.00 Caal 257% 15.44% Deteriorating No 50th Peel <» 75th Petl Impraving
Bausch Health Companies Inc. 791,308.00 (aal 207% 9.16% lo Improving Mo - Improving
Mylan N.V. 466,683.00 B3 137% 387% Deteriorating Yes Deteriorating
Mattel, Inc 806,742.00 B3 12%% 16.18% . No Deteriorating Yes 50th Peel <» 75th Petl Impraving
Samsonite International S.A. 274,790.00 B3 0.84% \ No Deteriorating No 50th Petl <» 75th Petl Impraving
Avon Products, Inc. 727,755.00 B2 0.77% 0.44% No Improving Mo 75th Petl <> 90th Petl Impraving
Owens-1/linois Inc. 428 483.00 B2 0.60% 23% No Deteriorating No Improving
Phibro Animal Health Corporatio 175,416.00 Bl 043% 10.52 No Deteriorating Mo Mo Change
Frigoglass SAIC 701,887.00 Bl 0.30% 10.09% No Improving Mo 50th Pctl <> 75th Petl Impraving
Harley-Davidson, Inc. 559,466.00 Ba3 0.24% 181% No Deteriorating No Improving
Yamaha Motor Company Limited 945,815.00 Ba2 16% 5.16% No Improving Mo 50th Pctl <> 75th Petl Impraving
Piaggio & C.S.pA. 763,761.00 Ba2 6.71% No Improving Mo Improving
Edgewell Personal Care Co. 232335.00 Ba2 B36% No Deteriorating No Deteriorating
Hikma Pharmaceuticals PLC 159,168.00 Bal 00 BAUY% No Deteriorating No Improving
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