
Loss Trends Monthly
Your Snapshot of Default and Recovery Data Trends 
from Standard & Poor’s Risk Solutions

May 2009

$0

$10,000

$20,000

$30,000

$40,000

$50,000

$60,000

$70,000

$80,000

For
d 

M
ot

or
 C

o.

H
ar

ra
h'
s 
Ent

er
ta

in
m

en
t I

nc
.

C
ha

rte
r C

om
m

un
ic
at

io
ns

 In
c.

C
hr

ys
le
r L

LC

BTA
 B

an
k 
J.
S.C

.

Fre
es

ca
le
 S

em
ic
on

du
ct
or

 In
c.

Id
ea

rc
 In

c.

G
en

er
al
 G

ro
w
th

 P
ro

pe
rti

es
, I

nc
.

co
nf

id
en

tia
l

Sta
tio

n 
C
as

in
os

 In
c.

N
XP B

.V
.

co
nf

id
en

tia
l

N
or

te
l N

et
w
or

ks
 C

or
p.

D
on

ne
lle

y 
(R

.H
.) 

C
or

p.

H
ex

io
n 

Spe
ci
al
ty
 C

he
m

ic
al
 In

c.

(m
ill

io
n
s
)

Estimated total defaulted dollar 

for April 1- May 1

$172.8 billion

Biggest default this month

Ford Motor Co. 
Harrah's Entertainment Inc.
Chrysler LLC
BTA Bank J.S.C.
NXP B.V.
Donnelley (R.H.) Corp.
Hexion Specialty Chemical Inc.

CChhaarrtt  11::  MMoonntthhllyy  DDeeffaauulltt  VVoolluummee

Source: CreditPro and LossStats Database.

UU..SS..  CCaarr  CCoommppaanniieess  CCoonnttrriibbuuttee  ttoo  AApprriill  DDeeffaauulltt  VVoolluummee

The month of April demonstrated the tough financial state of the auto industry: Ford Motor Co.
effectively defaulted as a result of a distressed debt exchange, Chrysler LLC filed for Chapter 11 bank-
ruptcy protection, and General Motors Corp. remains very close to bankruptcy as it faces a June 1
deadline to devise a restructuring plan that satisfies its principal banker–the federal government.

The $71 billion in Ford defaults, along with Chrysler’s $22.5 billion in bad loans, helped push
defaults in April to a total of $172.8 billion. That figure is the largest monthly total of 2009, and
just shy of the September 2008 total, when Lehman Brothers and its affiliates went insolvent,
contributing to $176 billion in defaults.

While Ford is the largest default this year, Chrysler was just the third-largest this month, as the
recession wreaks havoc in other industries too (see chart 1). Harrah’s Entertainment Inc. is the
second largest default. The big gaming company undertook a sub-par debt exchange in April that
was tantamount, by our criteria, to a default, and affected $24.2 billion in debt. The fourth- and
fifth-largest defaulting companies in April (and also among the top 15 for the year) were both
non-U.S. based. B.T.A. Banks J.S.C., based in Kazakhstan, defaulted on $12.7 billion in debts
after it announced a standstill in the scheduled and accelerated principal components of its debt.
Dutch semiconductor maker NXP B.V. had $6 billion in bad debts as a result of a distressed debt
exchange. It is an indication of how tough things are getting in the technology sector that this is
the second semiconductor company to make the top 15 list since January.  

Altogether, 43 companies did not meet their debt obligations in April, bringing the year-to-date
volume of bad loans to $293.1 billion (see chart 2). Defaults ranged from Ford’s $71 billion, to a
comparatively modest $8 million at a privately rated Latin American financial services firm. The
mean default level in April was $4 billion, and the median was $708 million. There were 15
defaults of $1 billion or more, and four of $10 billion or more. The 12-month trailing speculative-
grade default level climbed to 6.18% in April, up sharply from 4.92% in March. 



TThhee  VVuullnneerraabbllee  SSeeccttoorrss::  TThhee  CCaarr  CCoommppaanniieess  LLeeaadd  TThhee  WWaayy  

The auto sector, with $94.7 billion in defaulted debt since January 1, certainly qualifies as the
most vulnerable sectors this month (see chart 3). And depending on the fate of GM, it may be so
again. The problems in the sectors generating the second- and third-largest amounts of bad
loans–media and entertainment ($47.7 billion) and banking ($25.8 billion)–have not been a secret.  

But it is unsettling that many sectors with relatively low levels of defaults last year are failing to
meet their debt obligations in 2009. Year to date, technology companies have generated $19.4
billion in defaulted debts, a significant increase from 2008, when the industry recorded only $1
billion in defaults. Sliding commodity prices are likely to have played a part in rise in defaults
among natural resource companies. (Oil and gas companies, which had relatively low default
volumes, are counted separately from natural resource companies in our methodology). There
have been $20.2 billion in defaults among natural resource companies this year, as opposed to
only $7.1 billion last year. The chemicals and packaging sector also has seen a significant rise in
default volume. Last year the companies in these industries generated $2.9 billion in defaults: The
default total jumped to $7.7 billion in just the first four months of 2009. 

No one can say when the economy will turn and business conditions improve. We are in what is
likely to be the worst economic downturn since the Great Depression, so it is unlikely the recent
onslaught of bad debt will quickly abate. 
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2008 Total 2009 Total 2008 2009

$198.4 billion

$144.6 billion

$293.1 billion

*2008 Total and 2008 excludes $231.2 billion default by banks 
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Source: CreditPro and LossStats Database.
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The default numbers in the Loss Trends Monthly are drawn from preliminary dollar estimates entered into Standard & Poor’s Risk Solutions’
CreditPro® and LossStats®Database, and reflect defaults in the Standard & Poor’s global rated universe. CreditPro is a powerful, easy-to-use
Web-based application that allows organizations to analyze the data compiled in Standard & Poor’s default and transition and recovery analysis
studies to assess probabilities of default and loss given default. CreditPro is fully integrated with the LossStats Database, a comprehensive
set of credit loss information compiled by Standard & Poor’s. It provides loss given default data based on over 800 public and private U.S.
companies that have defaulted since 1987.

Standard & Poor’s Risk Solutions provides products and services that help financial institutions, corporations and public sector entities worldwide
measure, manage and mitigate credit risk as well as make informed decisions that can improve risk-adjusted return. Located in 23 countries,
Standard & Poor’s has played a leading role for more than 145 years as an essential part of the world's financial infrastructure. 

This material was prepared by Standard & Poor’s Fixed Income Risk Management Services group. This group is analytically and editorially
independent from any other analytical group at Standard & Poor’s, including Standard & Poor’s Ratings. 

The material contained in this document is subject to change without notice and is for informational purposes only. Standard & Poor’s cannot
guarantee the accuracy, adequacy or completeness of the information and is not responsible for any errors or omissions or for results
obtained from use of such information. STANDARD & POOR’S MAKES NO WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE. In no event shall Standard & Poor’s be liable for direct, indirect or incidental, special or consequential damages resulting from
the information here regardless or whether such damages were foreseen or unforeseen. 

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities,
financial instruments or strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good
faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values, or income from any securities
or investments mentioned in this material may fall against the interests of the investor and the investor may get back less than the amount
invested. The information contained in this material does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended
as a recommendation of particular securities, financial instruments, strategies to you nor is it considered to be investment advice. Before
acting on any recommendation in this material, you should consider whether it is suitable for your particular circumstances and, if necessary,
seek professional advice.

Copyright © 2009 by Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved. None of this
information may be copied or otherwise reproduced, repackaged, further transmitted, transferred, disseminated, redistributed or resold or stored
for subsequent use for any purpose, in whole or in part, in any form, by any person, without Standard & Poor’s written consent.

STANDARD & POOR’S, S&P, CREDITPRO and LOSSSTATS are registered trademarks of Standard & Poor’s Financial Services LLC.

Learn more about our full spectrum of credit risk management services. 
Email risksolutions@standardandpoors.com, or call Client Services at 800-596-5323, option 4. 
London 44.0207.176.3767  |  New York 1.212.438.1456  |  Tokyo 81.3.4550.8711
www.risksolutions.standardandpoors.com


