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What Are Credit Ratings?



What Is A Credit Rating?

What It Is And What It Is Not

« Aforward-looking opinion about the « A guarantee of credit quality or default

ability and willingness of an issuer,
such as a corporation or government,
to meet its financial obligations in full
and on time

Strives to be globally comparable
across sectors

Incorporates views on relative
likelihood of default that are applied
to entities (issuers) and securities
(issues)

One of many inputs available to
investors as part of their decision-
making process

probability

 Investment advice or recommendation
(buy, sell or hold)

A measure of liquidity or price

- A way of defining “good” or “bad”
companies

« An audit of the company
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How Have Ratings
Performed?



We Believe Our Ratings Have Been, And Continue To Be,
Good Indicators Of Default Risk

The lower the corporate rating, the higher the likelihood of default
The higher the corporate rating, the lower the likelihood of default

« Of all the companies we rated as “investment grade” (BBB- and above)
between 1981 and 2014, just 1% defaulted within 5 years

« Of all the companies we rated “below investment grade,” (BB+ and below)
nearly 16% defaulted within 5 years

Source: Default, Transition, and Recovery: 2014 Annual Global Corporate Default Study And Rating Transitions, April 30, 2015, Standard & Poor’s Global Fixed Income Research.
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Historical Inverse Correlation - Rating Level and Defaults

Global Corporate Average Cumulative Defanlt Rates (1981- 2014) (%)

-Time horizon (years)—
Rating 1 2 ] 4 B 6 T B 8 1w 11 12 13 14 15
AAA 000 003 014 024 036 047 05 061 067 Q74 077 080 OB4 081 009
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BBE 020 O57T 086 146 185 2143 284 326 366 406 449 484 517 550 584
HE 076 235 413 606 Tl G628 1059 1075 I11B0 1374 1452 1518 1575 1634 1677
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CCC/C 1638 3558 4067 4377 46IB 4724 4817 4006 5003 5073 5128 5184 LTI 5338 5334

Investmentgrade 011 028 050 076 103 1238 15 178 201 1M 246 IG5 183 301 320
Speculative grade 387 T5B 1079 1339 1540 1723 1868 1000 2008 1167 2170 1340 2413 2458 2522
All rated 150 2185 413 531 6I0 607 762 B13 8GR G155 055 000 1021 1049 1078
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https://www.globalcreditportal.com/ratingsdirect/showArticlePage.do?sid=841199&sind=A&object_id=5887955&rev_id=3&from=SR
https://www.globalcreditportal.com/ratingsdirect/showArticlePage.do?sid=841199&sind=A&object_id=5887955&rev_id=3&from=SR
https://www.globalcreditportal.com/ratingsdirect/showArticlePage.do?sid=841199&sind=A&object_id=5887955&rev_id=3&from=SR

Global Default Risk By Ratings Categories

Global Corporate Average Cumulative Default Rates By Rating
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Sources: Standard & Poor’s Global Fixed Income Research and Standard & Poor’s CreditPro®. Data from 1981-2014.
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Ratings Distribution — Global Corporates
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Ratings Distribution — U.S. Corporates
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As of March 31, 2015. Sources: Standard & Poor's Global Fixed Income Research and Standard & Poor's CreditPro®.
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Ratings Distribution — European Corporates
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No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor’s
Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their
directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties
are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or
maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE
OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in
connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact. S&P’s
opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any investment decisions,
and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.
S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not
perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves
the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment,
withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain
business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of certain
non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its
opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com and
www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our
ratings fees is available at www.standardandpoors.com/usratingsfees.

Australia
Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services license number 337565 under the Corporations Act 2001. Standard & Poor’s credit ratings and related
research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).

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



