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1. 6 Risks that Matter More Now

2. Oil and Gas Rating Trends

3. Remaining Q&A
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Poll Question: Which of these Investment Risks are you most 
concerned with now? 

1. Interest Rate Risk

2. Liquidity Risk

3. Credit Risk

4. Market Risk

5. Concentration Risk

6. Climate Risk
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Interest Rate Risk - Key Questions

1. What is Interest Rate 

Risk?

2. What’s driving higher 

interest rates?  

3. What is the near-term 

outlook for the Fed 

Funds Rate in 2023? 



Why does Interest Rate Risk Matter More Now

1. Helped trigger last month’s second and third largest banking 

failures in US history 

2. Generally troublesome for stocks and bonds  

3. Poses near term risk to credit quality

4. Highly leveraged sectors such as media, technology and 

telecommunications are the most impacted
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Liquidity Risk - Key Questions

1. What is Liquidity Risk?

2. Why is Liquidity emerging 

as a heighted risk factor?   

3. What central bank actions 

are being to taken ensure 

market confidence? 



Why does Liquidity Risk Matter More Now

1. Liquidity matters more during 
adverse market conditions

2. In March, borrowings from the 
Fed’s discount window hit a 
record high

3. Borrowing from the discount 
window carries a stigma that a 
bank is in trouble
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Credit Risk - Key Questions

1. What is Credit Risk?

2. Is the current credit 

weakness contained 

to only banks? 

3. What is a credit 

crunch?



Why does Credit Risk Matter More Now? 

1. Means more when there are 

adverse economic conditions 

2. Deeply connected with other 

risks indicated

3. Global defaults are on the rise

4. Heightened credit risk cuts 

across all regions & asset classes
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Market Risk - Key Questions

1. What is Market 

Risk?

2. Why has 

Market Risk 

accelerated? 



Why does Market Risk Matter More Now? 

1. Seems to impact banks more because they are highly leveraged, 

confidence sensitive institutions

2. The best-protected banks will continue to avoid market risk 

concentrations 

3. Both SVB & Signature Bank were exposed to high market or 

duration risk. 

4. Losses materialized as depositors fled both banks

Permission to reprint or distribute any content from this presentation requires the prior written approval of S&P Global Market Intelligence. 11



Permission to reprint or distribute any content from this presentation requires the prior written approval of S&P Global Market Intelligence. 12

Concentration Risk - Key Questions

1. What is Concentration  

Risk?

2. Which type of 

Concentration Risk 

helped drive the current 

banking crisis? 



How about other types of Concentration Risk? 

1. Asset Concentration

2. Customer concentration

3. Sector concentration

4. Product concentration

5. Geographic concentration

Permission to reprint or distribute any content from this presentation requires the prior written approval of S&P Global Market Intelligence. 13



Permission to reprint or distribute any content from this presentation requires the prior written approval of S&P Global Market Intelligence. 14

Climate Risk - Key Questions

1. What is ESG? 

2. Which is Physical Risk?

3. What is Transition Risk? 



Methodology: The Intersection of ESG and Credit
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Measuring the influence of ESG factors on the credit quality

• Not all ESG factors materially 

influence credit ratings.

• We focus on ESG Credit Factors –

those that have been shown to be 

sufficiently material to influence 

credit ratings across sectors.

• Entities with strong creditworthiness 

may not necessarily have strong 

ESG characteristics.



5 Ways ESG is Transforming Traditional Credit Analysis

1. ESG Matters More Now

2. ESG Factors are Directly Impacting Credit Quality across All Sectors 

3. Systemic ESG Country and Industry Risk Factors Take on Added  Importance

4. Entity-specific Competitive Analysis will further Differentiate ESG Credit 

5. Isolating the Main ESG Factors is the Key to Understanding the Impact on               

Credit Quality 
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ESG Related Credit Rating Actions

Permission to reprint or distribute any content from this presentation requires the prior written approval of S&P Global Market Intelligence. 17



ESG Factors Driving Credit Rating Actions
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Climate Exposures by Industry
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Poll Question: Which of these Risks are you most concerned with 
now? 

1. Interest Rate Risk

2. Liquidity Risk

3. Credit Risk

4. Market Risk

5. Concentration Risk

6. Climate Risk
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Oil and Gas Rating Trends
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Ratings Distribution by Region



Granularity Matters
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Oil and Gas Rating Trends
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Ratings Distribution by Subsector



Oil and Gas Rating Trends
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Oil and Gas Ratings Outlook



Oil and Gas Rating Trends
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Ratings Outlook Net Bias



Oil and Gas Rating Trends
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Ratings Outlook by Subsector



APPENDIX 
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Early Warning Signals: Using Credit Metrics
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Early Warning Signal Credit Metrics

EBIT Margin

Interest Coverage (EBIT/Interest Expense)

Return on Capital

Net Income / Total Liabilities

Debt to Total Capital



Early Warning Signals: Using Credit Metrics
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Credit Metric Deterioration Before Downgrade



Early Warning Signals with Equity-Driven Credit Models
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S&P’s Market Signal Probability of Default Model indicated potential credit deterioration as early as Q2 2022.



Early Warning Signals
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S&P Ratings Actions

1. Downgraded from B to B- on August 31, 2022

2. Downgraded from B- to CCC+ on November 23, 2022



Thank You 
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