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Preface

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

Since John Moody devised the first bond ratings amost 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 respense to market needs for clarity around the
components of credit risk or to demands for finer distinctions in rating classifications.

From the original 1208 bond rating definitions, Moody's ratings have expanded to the extent
that today we maintain 32 systems, with the number growing avery year.!
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Inits simplest terms, Moody's assigns and pubtishes two kinds of ratings:

1) Credit ratings and other credit signals

Moody's credit ratings are opinions of the credit guality of individual obligations or of
an issuer's general creditworthiness {withcut respect to individual debt obligations or
other specific securities). Examples include our iong-term obligation ratings,
syndicated lcan ratings, bank deposit ratings, national scale ratings and insurance
financial strength ratings. Moody’s also provides auxlliary signals about credit risk
through the use of Rating Outlooks and Watchlist designations (review for rating
changs).

1. By counting National Scale Ratings for each counltry as a separate system, the total exceeds 40,
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2) Non-credit ratings

Moody’s has implemented special rating systems 1o addrass other aspects of risk,
including market risk ratings, invastment manager guality ratings, servicer quality
ratings, and Lloyd’s syndicate volatility ratings.

Unless otherwise indicated within the definition, all rating systems are monitored, that is,
surveillance is ongoing. Ratings may also be withdrawn for varicus reasons. Please refer to
Moody's Guidelines for the Withdrawal of Ratings, available on moodys.com, for a list of such
circumstances.

The Standing Committea on Rating Systems & Practices, one of several at Maody's that
focuses on credit policy issuss, is comprised of structured finance, corporate finance, public
finance, financial institutions and sovereign credit analysts. The names, direct telephone numbers
and e-mall addresses of the members of the Standing Committee are listed below. | invite you to
contact us with your comments.

Jerome S, Fons
Chair, Standing Committee on Rating Systems & Praclices

Moody’s Rating Symhols & Definitions
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Introduction

The modern bond rating industry traces its roots to the 1908 publication of Moody’s Analyses of
Railroad Investments. The “Key to the Bond Ratings,” found at the beginning of each annual
volume, 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 category states:

Aaa  The bonds and stocks whlch are gwen thas rating are regarded as of thc highest class, both

as regards security and general convertibility, Practically all such issues are dependert for

_their prices on the current-rates for money, rather than the fluctuations in earning power.
n other words, their pasition is such that their value is not affected, or iikely to be affect-
ed {except in the cases of stocks-not limited as to dividends), by-any normal changes inthe
earning Capacity of the ra;lmad ltself either for better or worse. .

Any change in value for such highly rated securities was thus anticipated to result from
changes in the leve! of interest rates, rather than from changes in the tssuar's credit guality 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 nonfinancial and financial institutions, sovereigns and
subsovereign issuers culside the United Staltes, and struclured 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 Mocdy'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.

2. Maody's structured finance ratings are engineered to repiicare the expected loss content of Moody's Glohal Scale. The
trade-off between probabilty of default and severily of loss given default may vary within the structured finance secror
depending on asset type.

Moody’s Rating Symbols & Definitions




A separate rating system - Moody's US Municipal Scale — encompasses ratings assigned to
state and Iocal governments, non-profit organizations and related entities that issue debt in the
U.S. tax-exempt bond market. Historical default and loss rates for obligations rated an the US
Municipal Scale are significantly lower than for similarly rated carporate obligations. Municipal
investors are generally risk averse and in the case of individuals, often dependent on debt sarvice
payments for income, As a result, the US Municipal Scale evolved 1o meet investor needs for
identifying the mast 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 making rating comparisons between the Municipal and Giobal Scales.

Mareover, to maat the needs of investors in certain local jurisdictions, Moody's will assign
National Scale Ratings, which are oginions of the relative creditworthiness of issuers and issues
within a particular country and are not suitable for global comgarisons.

Scope of Rating Definitions

The definitions in this handbook are not intended 1o provide a detailed view of how ratings are
determined. Instead, Moody’s publishes rating methodologies for each industry sector and these
are designed 1o illustrate the factors underpinning Moody's rating opinicns. We encourage readers
to consult the relevant rating methodelegy in order to better understand how individual ratings are
derived.

Moody's Rating Symbols & Definitions
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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
cbligations with an original maturity of one year or more. They address the possibility that a financial
obiligation will not be honored as promised. Such ratings use Moaody's Global Scale and reflect both
the likelihood of default and any financial oss suffered in the event of default.

Ohligations rated Aaa are judged to be of the E.igh'e'st-qualliy; with minimal credit risk,

Obhgatmns rated Aa are judged to be of high qual;ty and are subjeu to very low (,redlt rlsk

Obllgatlons ratcd A are conydcred uppcr mod|um grade and are subject to Jow credit risk.

“Baa  Obligations rated Baa are subject to maderate credit risk. They are con5|dered mEdIUI’T‘I‘
v grade and as such may pmssess certain speculative characteristics.

Obligations rated Ba are }udged to have speculative elements and are subject to substan-
tial credit risk;

Obligations rated B are-considered speculative and are subject to high credit risk.,

Obligations ratéd Caa are judged to be of poor standmg and are sub;ect to vty hlgh cred-
it risk.

Obhgatzons rated ("a are hnghly speculatwe and are |1ke|y in. or very near, default, with
sOmE prospect of recovery of principal and interest.

1 Moedy's appends nymerical inodifiers 1, 2, and 3 to each gengric rating classification: from Az through
The nmdn'ter T mdtcate; tha{ tho obfigation ranks in Ihe hlghw end nf rt; an{’ﬂC rating category; the mod
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Medium-Term Note Ratings

Moody's assigns leng-term ratings to individual debt securities issued from medium-term note
(MTN} programs, in addition to indicating ratings to MTN programs themselves. These long-term
ratings are expressed on Moody’s general iong-term scale. Notes issued under MTN programs
with such indicated ratings are rated at issuance at the rating applicable to all parf 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:

m Notes containing features that link interest or principal to the credit performance of any

third party or parties {i.e., credit-linked notes);
m Notes allowing Tor negative coupens, or negative principal;

m Notes containing any provision that could obligate the investor to make any
additional payments;

= Notes containing provisions that subordinate tha claim.

For notes with any of these characteristics, the rating of the individual note may differ from the
indicated rating of the program.

For credit-tinked securities, Moody's palicy is to “iook through” to the credit risk of the underlying
ebligor. Moody's 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 obligation has debt standing in the event of bankruptcy,
we will assign the appropriate debt class level 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 1o contact Moody's Ratings Desks or visit
www.moodys.com directly if they have gquestions regarding ratings for specific notes issusd under
a medium-term note program. Unrated netes issued under an MTN program may be assigned an
NR (not rated} symbal.

Moody's Rating Symbols & Definitions
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Short-Term Ratings

Moody's short-term ratings are opinions of the ability of issuers t¢ honor short-term financial
obligations, Ratings may be assigned to issuers, short-term grograms or to individual short-term
debt instruments. Such cbligations generally have an original maturity not exceeding thirteen
menths, unless explicitly noted.

Maody’s employs the following designations to indicate the relative repayment ability of rated
issuers:

Cpt Issuers (0{ supporting msntuu{)ns) rated, ane—1 have a superior abrhty to-repay short-term
" deht obhgatlons : S :

© P2 Issuers {or supporting institutions) rated Prime-2. have a strong abll:ty 1o repdy short-term
debt obligations.

P-3  Issuers lor supporting mstltutlons] rated ane~3 have an ar.r.eptahie bl If\f to repay short-
term obligations.

NP lssuers {or supporting institutions) rated -Nat-Prime do not fall within any of t'h_'e Prime rat-
ing categories,

Note: Canadian issuers rated P-T or P-2 have their shacl-lerm ralings onhamcd by the senior-mast: fong term rat-
ing of the issuer, its guarantor of support-provider.

Short-Term vs. Long-Term Ratings

Long-Term | Short-Tarm

Aa3 Prime-1

Az )
A3
Prime-2
Baal .
Baa2 - } 5

Investment-Grade
»
et

Prime-3

Mot Prime
Caal
Caa2
Caa3

Ca

Speculative-Gradz
W
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" Issuer Ratings

issusr Ratings are opinions of the ability of antities to honor senior unsecured financial abligations
and contracts. Moody’s expressas Issuer Ratings on its general long-term and short-term scales.

Moody's Rating Symbolis & Definitions 11




Sector Specific

Structured Finance

Structured Finance Long-Term Ratings

Moaody's ratings on long-term structured finance obligations primarily address the expected credit
loss an investor might incur on ar before the isgal 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 severily 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-cradir risks have
not besn addressed, but may have a significant effect on the vield to investors.

o : Aaa  Obligations rated Aaa are ]Udgﬂd to be of the highest qualliy, with minimal (,I’Edlt risk,

A2 Obllgatmns rated Aa‘are )udgcd ta be of hrgh quaizty and are subject to very low credlt risk.

Obllgataons rated A are LonsuderLd upper—medlum g,rade and are sub;ect to low credit risk,

- Baa Obllgataons rated Baa are subject to moderatn {Tedlt nsk Thcy are con&dered medlum-
RS g,rade and as such- may possess certain speculative charactaristics.

Ba 110b|1gatlons rated Ba are ]udged ta have speculatwe eiements and are SUbJECt to substan-
-tral creidit rlsk . .

B Obliga iohs raiéd‘B are’ co‘nsidered speculative and are subjecftt.cuz' hlghcredn risk.

Caa Obhgatlens rated Caa are Judged to be of pacr standmg and are. subjec: to very hlgh__

rei-
it risk. :

Ca ~ Obligations rated Ca are highly specuiative and are Iikely in, or very riﬁea:r,i-défau]t,' with
some prospect of recovery of principal and interest,

C Obllgatmns rated C are the lowest rated class of bonds and are typmally in default w;th
littie prospect for recovery of principal or interest.

Note: Moody s appenn‘s numerical modmers 1,2 and 3 to each generic raung C.'Lisslfl(d[lc}n fmm Aa ihrough
Caa. The modifier 1 Indicates that the obligation ranks in the higher end of its generic raling category; the mod-
ifier 2 indlicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of thal generic rat-
ing category.

12 Moody’'s Rating Symbols & Definitions




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 guality of the entity's assets and also incorporate Moody's opinion
of the quality of its management and its investment process and strategy. Moocdy's ratings
symbols for Structured Finance Issuer Ratings are identical to those used to indicate the credit
quality of long-term cbligations. The credit quality of entities that leverage thelr structured finance
asset portfolios is more accurately expressed via a Countarparty Rating for derivatives product
cCOmpanies.

Credit Default Swaps Ratings

Moody's Credit Default Swaps Ratings — axpressed 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 fransaction. The ratings also address the potential for any unpaid premiums due 1o the
credit protection provider, up until an early termination date, if any. The 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 obligor to honor its senior obligations under financial contracts, given
appropriate documentation ang authorizations. Moody’s employs the general long-term gcale for
Counterparty 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) inabiity to honor its cbligations under the
referenced financiai contract. The ratings do not address potential losses in relation to any market
risk assoclated with the transaction. Mcody's employs the general long-term scale for
Counterparty Instrument Ratings.

Moody's Rating Symbols & Definitions
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US Municipal Ratings

Moody's US Municipal ratings are opinions of the investment guality 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 contant for Moody's municipal long-
term rating scale differs from Moody's generat long-tenm rating scale, Historical default and loss rates
for obligations rated on the US Municipal Scale are significantly lower than for similarly 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.

Moody's Rating Symhols & Definitions




US Municipal Long-Term Debt Ratings

Municipal Ratings are based upon the anaiysis 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 municipality's abiiity
to repay its debt.

Aaa Issuers-or issues rated Aaa demonstrate the strongest creditworthiness relative to other US
municipal or tax-exempt issuers or issues.

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

A Issuers or issues rated A -present above-average creditworthiness relative to other US
municipal or tax-exempt issuers or issues. :

Baa - lssuers-or issues rated Baa represent average creditworthiness relative to other US mun|C|—_-_
pal of tak~ exempt issuers or. issues. :

Ba  Issuers orssues rated Ba demonstrate below-average creditworthiness:refative to other US
- municipal‘or tax-exempt issuers or issues.

Issuers or jssues rated B-demonstrate weak credlzw s5 rélative to other S municipal

or {ax exempt issuers.or issues,

Issuers or issues rated Caa demonstrate very wezk creditworthiness relative to other US
~ menicipal or tax-exempt issuers or issues,

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

C Issuers or issues rated C demonstrate the weakest credltworrhlness relative 1o other US
: munlupal or tax- exempt iSsuers or issues.

. .Nute Mocrdy’s appends numerical modifiers 1, 2, and 3 to each generic fating category from Aa through Caa.
fierIindicates that the issuer or obligation ranks in the hfgher end Gf-its generic rating category; the
2 inglicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that gener-
fc rating category. '

Moody’'s Rating Symbols & Definitions
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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 shori-term obligations that are
of speculative quality are designated SG, or speculative grade. MiG ratings expire at the maturity
of the obiigation.

MIG 1 “Fhis deg,.gnat;on derigtes superior credit quality. Excellent pristection is affordedt by estab-
- lished cash flows, highly reliable liquidity support, or ciem_nnstrwted broad-based access
N thezmarket for refmancmg :

Th.s de5|gnatlon denote@ strong crcdn quallty Margins of protection are ample, although
not-as large.as in the preceding grouP

" 'Fhis designation denotes acneptab!e credit quallty quuadnty and uash flow pratectlon
may be narraw, and market aceess-(or re[mancmg is-likely to be Iess well estabhshed

._Th|s desngnat:on denmes speculatlve grade r;redlt c;r.eallty Debt mstruments in thls cate-
gory may Iack sufficient margins of mtemlun - : :

Demand Obligation Ratings

In the case of variable rate demand obligations (VRDOs), a two-componeant rating is assigned; a
long or short-term debt rating and a demand cbligation rating. The first element represents
Moody's evaluation of the degree of risk assoclated with scheduled principal and interest
payments. The second element represents Moody's evaluation of the degrae of risk asscciated
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.

16 Moody’'s Rating Symbals & Definitions




When either the long- or short-term aspect of a VRDO is not rated, that piece is designated
NR, e.g., Aaa/NR or NRAMIG 1.

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

VMIG 1 This designatian denotes superior credit quality. Excellent protection is afforded 'by-t.he
supertor short-term credit strength of the liquidily providerand structural-apd legal pro-
tections that ensure the t:meiy pavment of purchase. price upon demand.

L YMIG 2 Thls dcszgnahon denotes strong credit quality. Good protecnon is affoz‘ded by the strong
shazt-term credit strength of the liquidity provider and structural and legal protections
that'ensure the timely payment of purchase price upon demand.

VMIG 3 . This dcszgnatiéﬁ denotes accaprable credit quality. Adequate prﬁ?e&ldﬁ is afforded by -
the satisfactory short-termcredit strength of the liquidity providérand structural and
legal protectlons that ensure the trmely payment of purc_hase price upon demand;’

“This designation. donotes speculaﬂve -grade credit quality. Demand features rated in thls
category. may. bé supported by a’ liquidity providee.that does not have an-investment
grade shortiterr rating or may lack the structural andior legal protecnons riecessary to
- ensure the tamely payment of purchase prlce upon deman

Moody's Rating Symbols & Definitions 7
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Corporate Family Ratings

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

m a single class of debt;

m a 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 all affiiates 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 {POR) is a corporate family-level opinion of the relative likelihood that
any entity within a corporéte family will defauit on cne or more of its debt obligations.
= For families not in default, PDRs are expressed using Moody's long-term rating scale.

w [For families in defauit on all of their debt obligations (such as might be the case in
bankruptcy), a PDR of D is assigned.

= [For families in default on a limited set of their debt obligations, PDRs reflect the risk of an
additional default within the family and are expressed using Moody's long-term rating
scale appended by the symbaol "AD", for example, Caal/D.

A D or LD rating is nct assigned untit a fallure to pay interest or principal extends beyond any grace
pericd specified by the terms of the debt obligation.

A D or LD rating is not assigned for distressed exchanges until they have been completed, as
opposed 1o simply announced,

Moody's Rating Symbols & Definitions




Loss Given Defaull 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 accrusd interest at the
resolution of the default.? 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), wherg the weights
egual each chligation's expected share of the total liabilities at default.

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

Assessments Loss range
LGN 2 0% and < 10%

LGD2 2 10% and < 30%

2 30% and < 50% .

| 2 50% and.< 70%

Coebs 2 70% and < 90%

LGD6 > 00% and < 100%

3. Expected .GD is the difference belween vaiue received at default resolution ferther ihrough bankruptcy resclution,
oistressed exchange, or cutright cure) and principal sutstanding and accrued intarest due at resolution. An LG assassment
for ratgj is the expected LGD divided by the expected amount of principal and interest due at resolution. Equivalently, the LGD
dassessment is expected LGO discountad by the coupan rate back ta the date the fast coupon payment was mads.

Moody's Rating Symbols & Definitions 19
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Covenant Quality Assessments

Moody's covenant guality 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 circumstancas dictate. Key covenants assessed include provisions for restricted
payments, change of contrel, 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 rescurces and the avallability of external sources of committed financing, in
relation to its cash obligations over the coming 12 months. Speculative Grade Liquidity Ratings will
consider the iikelihocd that committed scurces of financing will remain available. Other forms of
fiquidity support will be svaluated and consideration wil be given to the likelhood that thase
sources will 'be available during the coming 12 months, Speculative Grade Liguidity Ratings are
assigned to speculative grade issuers that are by definition Not Prime issuers.

SGL-1: Issuers.rated SGL-1 possess very good Hquidity, They are most':'hkely tg have the capacity
to meet theirobiligations aver the coming 12 manths throug aal resources without
B --__-relymg an external sources of committed. flnanr:mg Lo

5G1-2 - ghligations over

rated SGL-2 possess: good liquidity. They are hke?y o
temai sources of

ng 12 months rhrcnugh mternai resources but may |

5GI.-3 Issuers rateci S(_.L 3 possess adequate hquidity. They are expected to ;ely on externial
sources of committed financing. Based on its evaluation of near-term covenant comgli-
ance, Moody's believes there is only a modest cushion, and the issuer may require
cavenant relief in order to mairtain orderly access to funding lines,

SGL-4 Issuers rated SGL-4 possess weak liquidity, They rely an external sources of financing and
the availability of that financing is, in Moaody's opinion, highly uncertain.
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Bank Deposit Ratings

Moody's Bank Deposit Ratings are opinicns of a bank’s ability to repay punctually its foreign and/or
domestic currency deposit obligations. Foreign currency deposit ratings are subject to Moody's
country cellings 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 forsign currency depesits), and both implicit and explicit
external support elements.

Moody's Bank Deposit Ratings do not take into account the benefit of deposit ingurance
schemes that make payments to depositors, but they do recognize the potential 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 exciude certain of these external risk and support elements (i.e., sovereign risk and
extarnal support). Such ratings are intended to slaborate and explain Moody's Bank Deposit
Ratings, which incorporate and reflect such elements of credit risk.

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

Deposit notes and bank nates are bank obligations that are structured to be sold and traced as
securities  simitar 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 legal status of deposits and wilt rank pad passu in liguidation
with certificates of deposit and other domestic deposit obiligations. Bank nctes, althcugh nominaly
senior, are not deposit obligations. US law provides that foreign deposits and senior unsecured
obligations, including bhank notes, will rank behind domestic deposit obligations of US banks in the
event of liguidation.

Moody's employs the general long-term and short-term scales for Other Senior Obligations
{080s). O8O0 ratings may be assigned to foreign deposits of US banks and International Banking
Facility deposits, as well as to other senior non-depasitory obligations, including bank notes, letter-
of-credit supported obligations, federal funds and financial contracts. A rating distinction between
domastic deposits and OS0s will be reflected in those cases whare thare is a material susceptibility
for impairment at a future time. Bank subordinated notas will rank behind both domestic deposits
and OS0s in a failed bank liquidation.

Meoody's Rating Symbelis & Definitions
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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 exiernal 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 cther types of financial institutions such as muttilateral
development banrks, government-sponsored financial institutions and national developmeant
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
likelhood that a bank will require assistance from third parties such as its owners, its industry
group, or official institutions.

Bank Financtal Strength Ratings do not take inte account the probability that the bank wilt
receive such external support, nor do they address risks arising from sovereign actions that may
interfere with a bank’s ability to honor its domestic or foreign currency obligations.

Factors considered in the assignment of Bank Financial Strength Ratings include bank-
specific slements such as financial fundamentals, franchise value, and business and asset
divarsification. Although Bank Financial Strength Ratings exclude the external factors specified
above, they do take into account other risk factors in the bank’s oparating environment, including
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

Banks rated A possess >upen0r mtrms;c' 'nancnl strength Typically, thay wil be institu-
tions with highly vaiuable.and defensible-business-franchises, strong fmanclal fundamen-
tafs, anda very pfedlctable and stable opera anment.

C Banks rated C possess adequate intrinsic financial srrength Typically, they will be institu-
tions with mare limited bt still valuable business franchisés. These banks will display either
acceptable financial fundamentals within a predictable and stable operating environment,
or good financial fundamentals within a less predx(,table and stable operanng, environment.

D Banks rated-13 display moder.t intrinsic fznanc;al strength potentfally requiring some outs»de
support at times. Such institutions may be limited by one.or more of the following factors: a
weak business lranchise; financial fundamentals that are deficient in one or more respects; or
an unpredictable and unstable operating environment.

‘E Banks rated E display very modest intrinsic financial strength, with a higher likelihood of peri-
" odic outside support oran eventual need for outside assistance, Such institutions may be:lim-
ited by one or more of the following factors: a weak and limited business franchise; financial
.. {uridamentals that are materially. deficient in one or more respects;-or & highly unpredictable
- orunstable operating environment,

_Nai_‘e_ Where appropriate, 3 *+" modifier will-be appended to ratings below the "A i r_dtcg and a "-? maofifier
willbe appended to ratings above the "B category to distinguish those banks that fall iy the-Righer and fowe
‘respectively, of the generic rating category.
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