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U.K. loses S&P’s 
top AAA rating 
amid selloff  
due to Brexit
By Steve Gelsi
• Rating firm calls Brexit vote a ‘seminal event’
• Scotland may hold exit vote
• S&P eyes economic stress

 S&P Global Ratings cut its credit rating 
on U.K. debt, taking it down from its top 
AAA rating, on fears of constitutional insta-
bility and a possible exit vote from Scotland 
to follow the historic Brexit.

“This outcome is a seminal event, and 
will lead to a less predictable, stable, and 
effective policy framework in the U.K,” the 
credit-rating firm said.

S&P cut its long-term sovereign credit rat-
ing on the U.K. by two notches to AA from 
AAA, with a negative outlook.

The rating firm cited greater risks associ-
ated with sterling's role as a reserve curren-
cy and risks to the country's constitutional 
and economic integrity if Scotland decides 
to vote on independence.

Private equity firms have exposure to the 
U.K. either through sponsored companies 
that operate in the region, as well as some 
firms that invest in  currencies.

Z Capital charts flight to safety 
To get a handle on the Brexit vote, Z Capi-

tal Group, the manager of private equity and 

credit funds, crunched some key economic 
numbers in a June 27 briefing.

Z Capital characterized the big market 
reaction as an overall flight to safety.

On June 24:
• The Dow Jones Industrial Average fell 

587 points, or 3.4 percent, erasing all gains 
for 2016.

• The S&P 500 fell 3.4%, its biggest drop 
since August.

• The Stoxx 600 in Europe declined 7 
percent, its worst daily performance since 
October 2008.

• Gold prices gained 8.1% to $1,300 per 
ounce, the highest price since 2014.

• U.S. 10-year Treasury yields fell 19 
basis points to 1.56 percent. The last time 

the 10-year yield declined that significantly 
was in March 2009.

• The British pound declined 8 percent 
to $1.3686, its biggest one-day loss since 
1992.

• The Bank of England proposed to stabi-
lize the pound by adding billions of pounds 
of liquidity into the monetary system.

• The U.S. Federal Reserve may refrain 
from raising interest rates for the rest of 
2016.

German Chancellor Angela Merkel (c), French President Francois Hollande (l) and Italian Prime Minister 
Matteo Renzi attend a news conference at the chancellery during discussions on the outcome of the 
Brexit in Berlin on June 27, 2016.  REUTERS/Hannibal Hanschke
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Ratings Wrap-Up (June 17, 2016 - June 30, 2016)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.

Date Company: Sponsors: Arrow: Action: Highlight: Rating 
Service

6/27/16 Blackstone Group RGIS Services, LLC = S&P downgraded RGIS Services corporate credit rating 
to 'B-' from 'B'. The outlook is negative.

RGIS' is experiencing credit volatility and heightened 
refinancing risk due to underperformance. 

S&P

6/23/16 Corinthian Capital 
Group

Sierra Hamilton LLC = S&P lowered Sierra Hamilton's corporate credit rating to 
'CCC' from 'CCC+'. The outlook is negative.

The downgrade is due to weak drilling activity hurting 
Sierra's liquidity and debt leverage.

S&P

6/28/16 Google Capital; 
Iconiq Capital; 
Tiger Global 
Management

SurveyMonkey Inc. ? S&P downgraded the corporate credit rating on 
BakerCorp to 'B-' from 'B'. The outlook is stable.

SurveyMonkey's debt level is rising and generation of cash 
flow is dropping.

S&P

6/22/16 Permira BakerCorp ? S&P downgraded the corporate credit rating on 
BakerCorp to 'B-' from 'B'. The outlook is stable.

BakerCorp is generating free cash flow, but its operating 
performance will continue to deteriorate.

S&P

6/30/16 Sterling Investment 
Partners

Fairway Group 
Holdings Corp. ? Moody's assigned a Caa1 Corporate Family Rating to 

Fairway Group Holdings. The outlook is stable.
The rating is a reflection of Fairway's strained credit 
metrics and cash flow after its bankruptcy exit.

Moody's

6/27/16 Thomas H. Lee 
Partners

CompuCom Systems 
Inc. = Moody's lowered the corporate family rating on 

CompuCom to Caa2 from B3. The outlook is negative.
With CompuCom's leverage and underperformance, its 
capital structure is seen as unsustainable.

Moody's

6/21/16 TPG Capital Immucor Inc. = S&P lowered the corporate credit rating on Immucor to 
'CCC+' from 'B'. The outlook is stable.

Immucor has underperformed in 3 straight quarters, 
reducing its ability to meet its capital structure.

S&P

Source: Standard & Poor’s, Moody’s Investors Service and Buyouts

ACTION ITEM

Reuters markets page: www.reuters.
com/finance/markets




