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Preface 

In the spirit of promoting transparency and clarity, Moody's Standing Committee on Rating 
Systems & Practices offers this updated reference guide which defines Moody's various symbols 
and rating scales. 

Since John Moody devised the first bond ratings almost a century ago, Moody's rating systems 
have evolved in response to the increasing depth and breadth of the global capital markets. Much of 
the innovation in Moody's rating system is a response to market needs for clarity around the 
components of credit risk or to demands for finer distinctions in rating classifications. 

From the original 1909 bond rating definitions, Moody's ratings have expanded to the extent 
that today we maintain 32 systems, with the number growing every year.' 

Rating Systems Outstanding by Decade 

. . .. .. . .. ... .. . .... .. ... . . . . . . . 

1900s 1970s 1980s 1990s 2000s 

In its simplest terms, Moody's assigns and publishes two kinds of ratings: 

7) Credit ratings and other credit signals 

Moody's credit ratings are opinions of the credit quality of individual obligations or of 
an issuer's general creditworthiness (without respect to individual debt obligations or 
other specific securities). Examples include our long-term obligation ratings, 
syndicated loan ratings, bank deposit ratings, national scale ratings and insurance 
financial strength ratings. Moody's also provides auxiliary signals about credit risk 
through the use of Rating Outlooks and Watchlist designations (review for rating 
change). 

1 By counbng Nabonai Scale Rirtmgs for each country 0 s  a separate System the total exceeds 40 

M o o d y ' s  Rat ing S y m b o l s  & De f in i t i ons  1 



2) Non-credit ratings 
Moody's has implemented special rating systems to address other aspects of risk, 
including market risk ratings, investment manager quality ratings, servicer quality 
ratings, and Lloyd's syndicate volatility ratings. 

Unless otherwise indicated within the deflnition, all rating systems are monitored, that is, 
surveillance is ongoing. Ratings may also be withdrawn for various reasons. Please refer to 
Moody's Guideiines for :he Withdrawai of Rafings, available on moodys.com, for a list of such 
circumstances. 

The Standing Committee on Rating Systems 6'. Practices, one of several at Moody's that 
focuses on credit policy issues, is comprised of structured finance, corporate finance, public 
finance, financial institutions and sovereign credit analysts. The names, direct teiephone numbers 
and e-maii addresses of the members of the Standing Committee are listed below. I invite you to 
contact us with vour comments. 

Jerome S. Fons 
Chair, Standing Commiffee on Rating Systems & fracfices 
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Introduction 

The modern bond rating industry traces its roots to the 1909 pubiication of Moody's Analyses of 
Railroad investments. The "Key to the Bond Ratings," found at the beginning of each annual 
voiume, provided definitions for the various rating categories. It was clear that John Moody's initial 
emphasis was on the investment quality or performance of securities. For example, the earliest 
definition for the Aaa rating categoty states: 

E and stocks which arc given this rating arc regarded a5 of the highest class. both 
s regards security and general convertibility. Practically all such issu 

their prices on the current rater io, money, rather than the iluctuatio 
uch that thcii value is not aiiected, 
iot  limited as to dividends), by any n 
tself, either for better o r  worse. 

Any change in vaiue for such highly rated securities was thus anticipated to result from 
changes in the level of interest rates, rather than from changes in the issuer's credit quality or 
circumstances. Moody was in effect addressing the stability of the security's credit spread. 

Separate Meaning for Certain Sectors 

Moody's maintains two separate bond rating systems, or scales. One mapping - Moody's Global 
Scale - applies to ratings assigned to nonfinance and financial institutions, sovereigns and 
subsovereign issuers outside the United States, and structured finance obligations.2 The Global 
Scale is a mapping between rating categories and relative expected 'oss rates across multiple 
horizons. Expected loss comprises an assessment of probability of default as well as expectation 
of loss in the event of default. it IS Moody's intention that the expected loss rate associated with a 
given rating symbol and time horizon be the same across obligations and issuers rated on the 
Global Scale. Moody's rating methodologies, rating practices and performance monitoring 
systems are each designed to ensure a consistency of meaning. 
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A separate rating system - Moodyk US Municipal Scale -encompasses ratings assigned to 
state and local governments, non-profit organizations and related entities that issue debt in the 
US. tax-exempt bond market. Historical default and loss rates for obligations rated on the US 
Municipal Scale are significantly lower than for similarly rated corporate obligations. Municipal 
investors are generally risk averse and in the case of individuals, often dependent on debt service 
payments for income. As a result, the US Municipal Scale evolved to meet investor needs for 
identifying the most secure municipal investments among obligations with similar credit profiles. it 
is important that users of Moody's ratings understand these differences in default and loss rates 
when maklng rating comparisons between the Municipal and Giobal Scaies. 

Moreover, to meet the needs of investors in certain local jurisdictions, Moody's wili assign 
National Scale Ratings, which are opinions of the relative creditworthiness of issuers and issues 
within a particular country and are not suitable for global comparisons. 

Scope of Rating Definitions 

The definitions in this handbook are not intended to provide a detailed view of how ratings are 
determined. Instead, Moody's pubiishes rating methodologies for each industry sector and these 
are designed to illustrate the factors underpinning Moody's rating opinions. We encourage readers 
to consult the relevant rating methodology in order to better understand how individual ratings are 
derived. 
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General Credit Ratings 

Long-Term Corporate Obligation Ratings 

Moody's long-term obligation ratings are opinions of the relative credit risk of fixed-income 
obligations with an originai maturity of one year or more. They address the possibility that a financial 
obligation will not be honored as promised. Such ratings use Moody's Global Scale and reflect both 
the likelihood of default and any financial loss suffered in the event of default. 

. . . . . . . .  . . . . . . . . . . . . . . . . . . . . .  

.............. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
ade and are subject to low credit risk. 

Ba Obligations rated Ba are judged to have speculative elements and are subject to subsian- 
tial credit risk. 

................... . . . . . . . . . . . . . . . . .  . . . . . . . . .  

.................... . . . . .  .................................................. 

................ . . . . . . . .  

............... 

............. . . . . . . . . . . . . . . . . . . . . . . .  ................ 
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Medium-Term Note Ratings 

Moody's assigns long-term ratings to individual debt securities issued trom medium-term note 
(MTN) programs, in addition to indicating ratings to MTN programs themseives. These long-term 
ratings are expressed on Moody's general long-term scale. Notes issued under MTN programs 
with such indicated ratings are rated at issuance at the rating applicable to all pari passu notes 
issued under the same program, at the program's relevant indicated rating, provided such notes 
do not exhibit any of the characteristics listed below: 

Notes containing features that link interest or principal to the credit performance of any 
third party or parties (i.e., credit-linked notes): 

Notes aiiowing for negative coupons, or negative principal; 

Notes containing any provision that could obligate the investor to make any 

rn Notes containing provisions that subordinate the claim. 

For notes with any of these characteristics, the ratlng of the individual note may differ from the 

additional payments; 

indicated rating of the program. 

For credit-iinked securities, Moody's policy is to "look through" to the credit risk of the underlying 
obligor. Moody3 policy with respect to non-credit linked obligations is to rate the Issuer's ability to 
meet the contract as stated, regardless of potential losses to investors as a result of non-credit 
developments. in other words, as long as the obiigation has debt standing in the event of bankruptcy, 
we will assign the appropriate debt class levei rating to the instrument. 

Market participants must determine whether any particular note is rated, and if so, at what 
rating level. Moody's encourages market participants to contact Moody's Ratings Desks or visit 
www.moodys.com directly it they have questions regarding ratings for specific notes issued under 
a medium-term note program. Unrated notes issued under an MTN program may be assigned an 
NR (not rated) symbol. 
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Short-Term Ratings 

Moody's short-term ratings are opinions of the ability of issuers to honor short-term financia! 
obligations. Ratings may be assigned to issuers, short-term programs or to individual short-term 
debt instruments. Such obligations generally have an original maturity not exceeding thirteen 
months, unless explicitly noted. 

Moody's employs the following designations to Indicate the relative repayment ability of rated 
issuers: 

P-1 Issuers (or supporting institutions) ratcd Prime-1 Ihav y short-term 

. . . . . . .  ......... ........ 
P-2 ls~ueri (or supporting institutions) rated Prime-2 have a strong ability to repay short-term 

debt obligations. 
........ ~~. ~ ~ . ~ . ~  ................ 

P-3 Ik~uers !or supporting institutions1 rated Prime-3 have an acceplable ability to repay short- 
term ubligationr. 

l~suers (or supporting institutinns) rated Not Prime do not fal l  vithin any of the Prime rat- 
ing categories. 

. ~ .  . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
NP 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Shod-Term vs. Long-Term Ratings 

10 M o o d y ' s  R a t i n g  Symbols  & D e f i n i t i o n s  



Issuer Ratings 

Issuer Ratings are opinions of the ability of entities to honor senior unsecured financial obligations 
and contracts Moody's expresses Issuer Ratings on its general long-term and short-term scales 
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Sector Specific 

Structured Finance 

Structured Finance Long- Term Ratings 

Moody's ratings on long-term structured finance obligations primarily address the expected credit 
loss an investor might incur on or before the iegal final maturity of such obligations vis-a-vis a 
defined promise. As such, these ratings incorporate Moody's assessment of the default probability 
and loss severity of the obligations. They are calibrated to Moody's Global Scale. Such obligations 
generally have an original maturity of one year or more, unless explicitly noted. Moody's credit 
ratings address only the credit risks associated with the obligations; other non-credit risks have 
not been addressed, but may have a significant effect on the yield to investors. 

ged to be of the highest quality, with minimal credit risk. 
.................. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ........... 

re judgcd to he of high quaiity and are subject to v 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

A Obligations rated A are considered upper-medium grade and are subject to low credit risk. 

Baa Obligations rated Baa arc subject to moderate credit risk re considercd medium- 

. . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  ........................ 

. . . . .  

. . . . . . . . . . .  

some piospcct of recovcry of principal and interest. 

Obligations rated C die the iowest rated class o i  bonds and are typically in default, with 
little prospect lor recovery o/ principal or interest. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C 



Structured Finance Issuer Ratings 

Structured Finance Issuer Ratings are opinions of an entity's general financial capacity to ultimately 
honor its contracts and financial obligations. The opinions are founded upon an expected loss- 
based assessment of the credit quality of the entity's assets and also incorporate Moody's opinion 
of the quality of its management and its investment process and strategy. Moody's ratings 
symbols for Structured Finance Issuer Ratings are identical to those used to indicate the credit 
quality of long-term obligations. The credit quality of entties that !everage their structured finance 
asset portfolios is more accurately expressed via a Counterparty Rating for derivatives product 
companies. 

Credit Default Swaps Ratings 

Moody's Credit Default Swaps Ratings - expressed on the long-term scale - measure the risk 
posed to a credit protection provider on an expected loss basis arising from the possibility that the 
credit protection provider will be required to make payments in respect of credit events under the 
terms of the transaction. The ratings also address the potential for any unpaid premiums due to the 
credit protection provider, up until an early termination date, if any. Tbe ratings do not address 
potential losses resulting from an early termination of the transaction, nor any market risk associated 
with the transaction. 

Counterparty Ratings: Derivatives Product Companies 

Issuer ratings assigned to derivative product companies and clearinghouses are opinions of the 
financial capacity of an obiigor to honor its senior obligations under financial contracts, given 
appropriate documentation and authorizations. Moody's employs the general long-term scale for 
Counterpariy Ratings. 

Counterparty Instrument Ratings: Special Purpose Vehicles 

Counterparty Instrument Ratings measure the risk posed to a counterparty on an expected loss 
basis arising from a special purpose vehicle's (SPV's) inability to honor its obligations under the 
referenced financial contract. The ratings do not address potential losses in reiation to any market 
risk associated with the transaction. Moody's employs the general long-term scale for 
Counterpatty Instrument Ratings. 
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US Municipal Ratings 

Moody's US Municipal ratings are opinions of the investment quality of issuers and issues in the US 
municipal market. As such, these ratings incorporate Moody's assessment of the default probability 
and loss severity of these issuers and issues. The default and loss content for Moody's municipal long- 
term rating scale differs from Moody's general long-term rating scale. Historical default and loss rates 
for obligations rated on the US Municipal Scale are significantly lower than for simiiarly rated corporate 
obligations. It is important that users of Moody's ratings understand these differences when making 
rating comparisons between the Municipal and Global Scales. 
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US Municipal Long-Term Debt Ratings 

Municipal Ratings are based upon the anaysis of five primary factors related to municipal finance: 
market position, financial position, debt levels, governance, and covenants. Each of the factors is 
evaluated individually and for its effect on the other factors in the context of the rnunicipaliwk ability 
to repay its debt. 

Aaa Issuers 01 issues rated haa demonstrate the strongest creditwonhinrsr relative to other US 
rnuniupal or tax cxcmpt issuers or issues 

Aa Issuers or issues rated Aa demonstrate very strong creditworthiness relative to other US 
municipal ur tax-exempt issuers or issues. 

.......... 

r issues rated A present above-average creditworthiness relative to other US 
I or tax-exempt issuers or issues. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  

empt issuers UT issues. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ........................ 

Ba lss~ers or 

..................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . .  

Ca issuers or issues rated Ca demonstrate extremely weak creditworthiness relative to other US 
municipal or tax-exempt issuers or issues. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

C Issuers cir issues rated C demonstrate the weakest creditwonhiners relative to other US 
municipal or tax-exempt issuers or issues. 
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US Municipal Short-Term Debt and 
Demand Obligation Ratings 

Short-Term Obligation Ratings 

There are three rating categories for short-term municipal obligations that are considered 
investment grade. These ratings are designated as Municipal Investment Grade (MIG) and are 
divided into three levels - MIG 1 through MIG 3. In addition, those short-term obligations that are 
of speculative quality are designated SG, or specuiative grade. MiG ratings expire at the maturity 
of the obiigation. 

MIG 1 This designation dcnotcr superior credit quality. Excellent protect 
lirhcd cash flaws, highly reliabic liquidity support, or demonstra 
to the market for refinancing. 

as in the prcccding group. 
. . . . . . . . . . . . . . . . . 

Demand Obligation Ratings 

In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned; a 
long or short-term debt rating and a demand obligation rating. The first element represents 
Moody's evaluation of the degree of risk associated with scheduled principal and interest 
payments. The second element represents Moody's evaluation of the degree of risk associated 
with the ability to receive purchase price upon demand ("demand feature"), using a variation of the 
MIG rating scale, the Variable Municipal Investment Grade or VMiG rating. 
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When either the long- or shori-term aspect of a VRDO IS not rated, that piece is designated 

VMlG rating expirations are a function of each issue's specific structural or credit features. 

NR, e.g., AadNR or NRNMIG 1. 

1 This designation denotes superior credit quality. Excellent protection i 
superior ihortwerm credit strength of the liquidity provider and wuctu 
tections that enstire the timely payment of purchase price upon dema 

This designation denotes strong n is afforded by thc strong 
short-term credit strength of the liquidity provider and structural and legal protections 
that ensure the timely paymcnt o i  purchase price upon demand. 

. . . . . . . . . . .  . . . . . . . . . . .  -. 

... . . . . . . . . . . . . . . . . . . . . . . . .  ............... . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  
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Corporate Family Ratings 

Moody's Corporate Family Ratings are generally employed for speculative grade corporate issuers. 
A Corporate Family Rating is an opinion of a corporate family's ability to honor all of its financial 
obligations and is assigned to a corporate family as :f it had: 

m a single class of debt; 

ma single consolidated legal entity structure. 

A Corporate Family Rating does not reference an obligation or class of debt and thus does 
not reflect priority of claim. It normally applies to ail affiiiates under the management control of the 
entity to which it is assigned. Moody's employs the general long-term rating scale for Corporate 
Family Ratings. 

Probability of Default Ratings 

A probability of default rating (PDR) is a corporate family-level opinion of the relative likelihood that 
any entity within a corporate famiiy will default on one or more of its debt obligations. 

m For famiiies not in default, PDRs are expressed using Moody's long-term rating scale. 

m For families in default on all of their debt obiigations (such as might be the case in 

m For families in defauit on a limited set of their debt obligations. PDRs refiect the risk of an 

bankruptcy), a PDR of D is assigned. 

additional default within the family and are expressed using Moody's long-term rating 
scale appended by the symbol "RD", for example, CaalRD. 

A D or LD rating is not assigned untii a faiiure to pay interest or principal extends beyond any grace 
period specified by the terms of the debt obligation. 

A D or u) rating is not assigned for distressed exchanges until they have been completed, as 
opposed to simply announced. 
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Loss Given Default Assessments 

Moody's Loss Given Default (LGD) assessments are opinions about expected loss given default 
on fixed income obligations expressed as a percent of principal and accrued interest at the 
resolution of the default.3 LGD assessments are assigned to individual loan, bond, and preferred 
stock issues. The firm-wide or enterprise expected LGD rate is a weighted average of the 
expected LGD rates on all constituent liabilities (excluding preferred stock), where the weights 
equal each obligation's expected share of the total liabilities at default. 

The following scale is used in the assignment of LGD assessments: 

Assessme Loss range 

LCUl 2 0% and I 

Assessments Loss range 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LCUl 2 0% and 10% 
~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

2 10% and < 30% 
.......................... 

. . . . . . . . . . . . . . . . . . . . . . .  .... 
2 50% and < 7 

2 70'Y0 and < 90"/o 

2 90% and S 100% 

. . . . . . . . . . . . . . . . . . . . . .  
LCU5 

LCUb 
. . . . . . . . . . .  ...... 

3. Fxpected I.GD is tne difference befween 'value received ai default iesothon (either rhiough tankruprcy ieso!ul:on, 
drstmsced exctiange. or outnghr cure) and pnncipai oiitsrandinog and accrued inleiesl due at resolution An LGD assessmer,l 
foirale) IS Ihe exoected LGD div>dea by the exmctrd smoumI Ofpi#ncipiii and mferest due at i ~ s o l ~ l i ~ n .  Equ:a!ent!x !Ile LGD 
assessment is expcclcd LGD ascounted Cy lhe C O L I P ? ~  isle back to !he date the Bsf coupon paymenl was made. 
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Covenant Quality Assessments 

Moody's covenant quality assessments measure the investor protections provided by key bond 
covenants within an indenture. The assessments are unmonitored, point-in-time scores, but may 
be updated as circumstances dictate. Key covenants assessed inciude provisions for restricted 
payments, change of control, limitations on debt incurrence, negative pledges, and merger 
restrictions, among others. 
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Speculative Grade Liquidity Ratings 

Moody's Speculative Grade Liquidity Ratings are opinions of an issuer's relative ability to generate 
cash from internal resources and the availability of external sources of committed financing, in 
relation to its cash obligations over the coming 12 months. Speculative Grade Liquidity Ratings will 
consider the likelihood that committed sources of financing will remain available. Other forms of 
iiquidity support will be evaluated and consideration wili be given to the likelihood that these 
sources will'be available during the coming 12 months. Speculative Grade Liquidity Ratings are 
assigned to speculative grade issuers that are by definition Not Prime issuers. 

rated SGL-I possess very good liquidity. They are mo 
their obligations over the coming 12 months throug esources without 

g on external sources of committed financing. 
.............. ~ ..................... . . .  . ..... ......... . . . ~  ............. 

2 posresi good liquidity. They are likely to 
I resources but may re1 
to access committed so 
f near-term covenant c 

iquidity. They are expect 
...... ~ ~ ~~ ~ . ~ ~ ~ ~ . ~ ~ .  . 

S ~ U I C E I  of committed financing. Rased on its evaluation of near-term rovcnant compli- 
ance, Moody's believer there is only a modest cushion, and the issuer may require 
covenant relief in order to maintain orderly access to funding lines. 

. . . . .  . .  . . . .  . . . ~  ...... ~ ~ . ~ . ~  ~ ~ .~ ..... 
SCL-4 ISWEIS iatcd SCL-4 p o s s ~ s  weak liquidity. They rely 011 external sources of financing and 

the availability of that iinanring is, in Moody's opinion, highly uncertain. 
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Bank Deposit Ratings 

Moody's Bank Deposit Ratings are opinions of a bank's ability to repay punctually its foreign andfor 
domestic currency deposit obligations. Foreign currency deposit ratings are subject to Moody's 
country ceilings for foreign currency deposits. This may result in the assignment of a different (and 
typically lower) rating for the foreign currency deposits relative to the bank's rating for domestic 
currency deposits. 

Moody's Bank Deposit Ratings are intended to incorporate those aspects of credit risk that 
are relevant to the prospective payment performance of the rated bank with respect to its foreign 
and/or domestic currency deposit obligations. Included are factors such as intrinsic financial 
strength, sovereign transfer risk (for foreign currency deposits), and both implicit and explicit 
externai support elements. 

Moody's Bank Deposit Ratings do not take into account the benefit of deposit insurance 
schemes that make payments to depositors, but they do recognize the potentiai support from 
schemes that may provide direct assistance to banks. 

In addition to its Bank Deposit Ratings, Moody's also publishes Bank Financial Strength 
Ratings, which exclude certain of these external risk and support elements (1.e.. sovereign risk and 
external supportj. Such ratings are intended to eiaborate and explain Moody's Bank Deposit 
Ratings, which incorporate and reflect such elements of credit risk. 

Moody's employs the general long-term and short-term rating scales for bank deposits 
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US Bank Other Senior Obligation Ratings 

Deposit notes and bank notes are bank obligations that are structured to be sold and traded as 
securities simiiar to corporate bonds or medium-term notes. As bank obligations, such 
instruments are exempt from SEC registration (if issued by a US bank or by the US branch of a 
foreign bank). Deposit notes have the iegal status of deposits and wiii rankparipassu in liquidation 
with certificates of deposit and other domestic deposit obligations. Bank notes, although nominaily 
senior, are not deposit obligations. US law provides that foreign deposits and senior unsecured 
obligations, including bank notes, wiil rank behind domestic deposit obligations of US banks in the 
event of iiquidation. 

Moody's employs the general long-term and short-term scales for Other Senior Obligations 
(OSOs). OS0 ratings may be assigned to foreign deposits of US banks and International Banking 
Faciiity deposits, as well as to other senior non-depository obligations. including bank notes, ietter- 
of-credit supported obligations, federal funds and financial contracts. A rating distinction between 
domestic deposits and OSOs will be reflected in those cases where there is a material susceptibility 
for impairment at a future time. Bank subordinated notes will rank behind both domestic deposits 
and OSOs in a failed bank liquidation. 
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Bank Financial Strength Ratings 

Moody's Bank Financial Strength Ratings (BFSRs) represent Moody's opinion of a bank's intrinsic 
safety and soundness and, as such, exclude certain external credit risks and credit support 
elements that are addressed by Moody's Bank Deposit Ratings. In addition to commercial banks, 
Moody's BFSRs may also be assigned to other types of financial institutions such as multilateral 
development banks, government-sponsored financial institutions and national development 
financial institutions. 

Unlike Moody's Bank Deposit Ratings, Bank Financial Strength Ratings do not address the 
probability of timely payment. instead, Bank Financial Strength Ratings are a measure of the 
likelihood that a bank will require assistance from third parties such as its owners, its industry 
group, or officiai institutions. 

Bank Financial Strength Ratings do not take into account the probability that the bank will 
receive such external support, nor do they address risks arising from sovereign actions that may 
inteifere with a bank's ability to honor its domestlc or foreigr. currency obiigat,ons. 

Factors considered in the assignment of Bank Financial Strength Ratings include bank- 
specific eiements such as financial fundamentals, franchise value, and business and asset 
diversification. Although Bank Financial Strength Ratings exciude the external factors specified 
above, they do take into account other rlsk factors in the bank's operating environment, inciuding 
the strength and prospective performance of the economy, as well as the structure and relative 
fragility of the financial system, and the quality of banking regulation and supervision. 
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Bank Financial Strength Rating Definitions 

A Banks rated A possess sup 
tions with highly valuable 
tals, and a very predictable 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C Banks rated C possess ade 

tions with more limited but sti l l  valuable busincrs franchircr. Thew bankr will display cithcr 
acceptabie financial fundamentals within a predirtabie and iiahle operating environment, 
or good financial fundamentals witliin a less predictable and stable operating environment. 

. . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . .  
be appended to ratings brbw the "A" caiegoror). and a "~ ' '  
o:y 10 diroripisii !how bankr lliai laliio the higher and io 

iiveiy, oirhe generic rating <ate 
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