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The credit landscape in 2022

Debt sustainability
Debt levels have climbed to
unprecedented highs, which will
create repayment risks where
growth and earnings prospects
weaken or liquidity wanes

New technologies
Technological advances, from
blockchain to electric vehicles, will
offer competitive advantages to
some entities and present threats
to others; cybersecurity risks will
continue to grow

=

Inequality & social risk
COVID-19 has exacerbated
disparities in employment,
incomes and healthcare access,
which have the potential to
weaken social cohesion and
diminish economic progress

— ?\7@:‘ —O— %% —o— ¥ —o— g:@;% —O0— —O— \\llﬁz —O

Reshaped economies
The global economic recovery will
solidify as pandemic effects lessen
and businesses and consumers
adapt, but prospects will diverge
across regions and sectors

Policy shifts

Policymakers will scale back fiscal
and monetary support to varying
degrees; domestic politics,
geopolitical risks and regulatory
actions will set credit context
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Path to net zero

Policies to meet net-zero carbon
emission commitments will
heighten credit risk and raise the
cost of capital for carbon-intensive
sectors; disclosure around climate
issues will be in focus
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Economy Remains Tetherred to the Pandemic
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Overcoming the Pandemic
U.S. real GDP, trillions 2012$
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Inflation Is Peaking...

Consumer price inflation, % change yr ago
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Global Consumer Products: Outlook Is Positive

Most subsectors will benefit from the ongoing recovery from coronavirus disruptions, plus pricing and efficiency initiatives, but
inflation and supply chain challenges will be headwinds in 2022

Moody's growth forecasts for consumer product subsectors

SUB-SECTOR 12-18 month
OPERATING PROFIT GROWTH RATE

Beverages . 6-8%
Packaged Foods 2-4%
Packaged Goods . 3-5%
Durable Goods 5-8%
Tobacco 5-6%
Global Consumer 4-6%
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Global Consumer Products

Our 2022 outlook for the global consumer industry including the global beverages, consumer packaged goods, consumer
durables, tobacco and packaged food sectors is positive

Diverging performance by sector and geography

Companies hurt by pandemic shut-downs will continue
recovery although the pace of improvement will slow

Those that benefitted from extraordinary pandemic demand
still face tough comparisons as demand moves closer to pre-
pandemic levels

Inflation and supply chain headwinds

Rising input, transportation costs and labor shortages will be
the biggest challenges in the next year.

Some companies will see sales growth as prices rise but. ..

Margins will be pressured at least until the rate of inflation
slows and pricing is fully realized.

Pricing will offset some inflationary pressures

Prices increases have been met with little push back from
retailers or consumers so far, but they still lag cost increases

Profit margins will be pressured until pricing full catches up
with cost increases — and this assumes inflation moderates

Cost cutting efficiency programs will help

Most companies will not cover dramatically higher costs through
price increases alone.

Efficiency programs remain an important tool to help offset cost
inflation.

Innovation and premiumization yield competitive
advantages and support pricing power

Innovation supports price increases because consumers will
spend more if they get more value.

Premiumization advantages branded companies over private
label.

But there is some risk that high prices will force more consumers
to choose private label alternatives.
On-line sales, e-commerce increasing

The pandemic reshaped routes to market when brick and mortar
stores were closed.

Sectors most likely to see continued growth in on-line shopping
include cosmetics, toys and alcohol.
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Consumer ABS

The positive credit effects of pandemic-sparked consumer support and caution are fading. Fallout from normalizing conditions
and evolving credit policies will depend on the degree to which lender maintain discipline and household strength endures.

Performance metrics will continue to normalize
from extraordinary strength

Delinquencies, defaults, payment rates and other metrics
will remain solid.

But weaken somewhat as a strong job market fails to fully
offset fading consumer support and lingering effects of the

pandemic, including displaced workers and higher inflation.

Lenders will ease credit standards, but seek to
retain discipline

Low losses, strong economic and market conditions, and
higher competition will push lenders to further ease
standards.

But they will likely still guard specific risks, such as from
high auto loan-to-value ratios (LTVs) amid greater vehicle
price volatility, or from especially low credit scores.

Innovation continues to drive credit conditions

The pandemic accelerated use of technology, with growth
in online shopping and capital for startups. The unusual
credit environment and new competition further deepened
interest in new processes and underwriting approaches.

Effects of vehicle production disruptions will linger
for used car prices and auto securitizations

Global auto production snarls will ease, but the unwinding of
inventory shortages and unprecedented car market conditions will
take time.

Implications for recoveries and residual values (RVs) from the
record used car price surge and increased used collateral in new
deals depend partly on when the imbalances are resolved.

Policy decisions will remain key for credit

A range of legislative, monetary, regulatory, supervision and
enforcement actions will likely affect credit as policymakers seek
to address the still-ongoing pandemic, consumer protection, and
other priorities.

Credit options for consumers will further proliferate

New and growing lenders and debt categories will compete with
incumbents, pressuring standards and potentially masking risks.
But in some cases, new financing types are serving
complementary niches, covering specific needs or risk profiles.
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This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on www.moodys.com for the most updated credit rating action information and rating history.

© 2022 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All
rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S DEFINES
CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE MOODY’S RATING SYMBOLS AND
DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY'S
CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET
VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN
MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’'S
CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS
AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER
PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’'S PRIOR WRITTEN CONSENT.

MOODY’'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the possibility of human or

mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable
including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and cannot in every instance independently verify or
validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any
person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information
contained herein or the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, e mployees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of present or prospective
profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any
direct or compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful
misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the
information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY
FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCQ”), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc.
have, prior to assignment of any credit rating, agreed to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees
ranging from $1,000 to approximately $5,000,000. MCO and Moody’s Investors Service also maintain policies and procedures to address the independence
of Moody’s Investors Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist between directors of MCO
and rated entities, and between entities who hold credit ratings from Moody’s Investors Service and have also publicly reported to the SEC an ownership
interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and
Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S
affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL
383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act
2001. By continuing to access this document from within Australia, you represent to MOODY’S that you are, or are accessing the document as a
representative of, a “wholesale client’ and that neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt
obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is
wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating
agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRO"). Therefore, credit ratings assigned by MSFJ
are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated obligation will not
qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services Agency and
their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and
commercial paper) and preferred stock rated by MIKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or
MSFJ (as applicable) for credit ratings opinions and services rendered by it fees ranging from JPY125,000 to approximately JPY550,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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