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Mapping of Standard & Poor’s Ratings
Services’ credit assessments under the
Standardised Approach

1. Executive summary

1. This report describes the mapping exercise carried out by the Joint Committee to determine
the ‘mapping’* of the credit assessments of Standard & Poor’s Ratings Services (S&P’s).

2. The methodology applied to produce the mapping is a combination of the provisions laid down
in Article 136(2) Regulation (EU) No 575/2013 (Capital Requirements Regulation — CRR) and
those proposed in the Consultation paper on draft Implementing Technical Standards on the
mapping of ECAIs’ credit assessments under Article 136(1) and (3) of Regulation (EU) No
575/2013 published on 5 February 2014 (draft ITS).

3. The mapping neither constitutes the one which ESMA shall report on in accordance with
Article 21(4b) of Regulation (EC) No 1060/2009 (Credit Rating Agencies Regulation - CRA) with
the objective of allowing investors to easily compare all credit ratings that exist with regard to
a specific rated entity nor should be understood as a comparison of the rating methodologies
of S&P’s with those of other ECAIs. This mapping should however be interpreted as the
correspondence of the rating categories of S&P’s with a regulatory scale which has been
defined for prudential purposes. This implies that an appropriate degree of prudence may
have been applied wherever not sufficient evidence has been found with regard to the degree
of risk underlying the credit assessments.

4. The resulting mapping tables have been specified in Annex Il of the addendum to the draft ITS
published today. Figure 1 below shows the result for the main ratings scale of S&P’s, the Long-
term issuer ratings scale, together with a summary of the main reasons behind the mapping
proposal for each rating category. The results for the remaining ratings scales can be found in
Appendix 4 of this document.

! According to Article 136(1), the ‘mapping’ is the correspondence between the credit assessments of and ECAI and the
credit quality steps set out in Regulation (EU) No 575/2013 (Capital Requirements Regulation — CRR).
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Figure 1: Mapping of S&P’s Long-term issuer credit ratings scale

Credit Credit

. Main reason
assessment  quality step

AAA 1 Quantitative evidence is not clear. The meaning, relative
position and time horizon of the rating category are
AA 1 representative of the final CQS.
A 2 The quantitative factors are representative of the final CQS.
BBB 3 The quantitative factors are representative of the final CQS.
BB 4 The quantitative factors are representative of the final CQS.
B 5 The quantitative factors are representative of the final CQS.
CccC 6 The quantitative factors are representative of the final CQS.
CcC 6 The quantitative factors are representative of the final CQS.

The meaning and relative position of the rating category is
representative of the final CQS.

The meaning and relative position of the rating category is

sD/D 6
/ representative of the final CQS.
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2. Introduction

5. This report describes the mapping exercise carried out by the Joint Committee (JC) to
determine the ‘mapping’ of the credit assessments of Standard & Poor’s Ratings Services
(S&P’s).

6. S&P’s Ratings is a credit rating agency that has been registered with ESMA in 31 October 2011
and therefore meets the conditions to be an eligible credit assessment institution (ECAI).
S&P’s is an international credit rating agency that has been assigning credit ratings since 1916.
The credit rating activities of S&P’s are conducted globally through various affiliated entities
that operate in accordance with policies and procedures and criteria that are generally globally
applicable. S&P’s shares a globally integrated operating structure.

7. The methodology applied to produce the mapping is a combination of the provisions laid down
in Article 136(2) CRR and those proposed in the Consultation paper on draft Implementing
Technical Standards on the mapping of ECAIls’ credit assessments under Article 136(1) and (3)
of Regulation (EU) No 575/2013 published on 5 February 2014 (draft ITS). Two sources of
information have been used. On the one hand, the quantitative and qualitative information
available in CEREP has been used to obtain an overview of the main characteristics of this ECAI
and to calculate the default rates of its credit assessments. On the other hand, specific
information has also been directly requested to the ECAI for the purpose of the mapping,
especially the list of relevant credit assessments and detailed information regarding the
default definition.

8. The mapping neither constitutes the one which ESMA shall report on in accordance with
Article 21(4b) of Regulation (EC) No 1060/2009 (Credit Rating Agencies Regulation - CRA) with
the objective of allowing investors to easily compare all credit ratings that exist with regard to
a specific rated entity nor should be understood as a comparison of the rating methodologies
of S&P’s with those of other ECAIs. This mapping should however be interpreted as the
correspondence of the rating categories of S&P’s with a regulatory scale which has been
defined for prudential purposes. This implies that an appropriate degree of prudence may
have been applied wherever not sufficient evidence has been found with regard to the degree
of risk underlying the credit assessments.

9. Section 3 describes the relevant ratings scales of S&P’s for the purpose of the mapping.
Section 4 contains the methodology applied to derive the mapping of S&P’s main ratings scale
whereas Sections 5 and 6 refer to the mapping of its remaining relevant ratings scales. The
mapping tables are shown in Appendix 4 of this document and have been specified in Annex Il
of the addendum to the draft ITS published today.

Zitis important to note that the mapping does not contain any assessment of the registration process of S&P’s carried
out by ESMA.
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3. S&P credit ratings and rating scales

10.S&P’s produces a variety of credit ratings. Column 2 of Figure 2 in Appendix 1 shows the
relevant credit ratings that may be used by institutions for the calculation of risk weights under
the Standardised Approach (SA)®:

e Long-term issuer credit ratings’. A S&P’s issuer credit rating is a forward-looking opinion
about an obligor's overall creditworthiness. This opinion focuses on the obligor's capacity
and willingness to meet its financial commitments as they come due. It does not apply to
any specific financial obligation, as it does not take into account the nature of and
provisions of the obligation, its standing in bankruptcy or liquidation, statutory
preferences, or the legality and enforceability of the obligation.

e Short-term issuer credit ratings®. Similar to Long-term issuer credit ratings, but are
generally assigned to those obligations considered short-term in the relevant market.
Short-term ratings are also used to indicate the creditworthiness of an obligor with
respect to put features on long-term obligations.

e Long-term issue credit ratings. A S&P’s issue credit rating is a forward-looking opinion
about the creditworthiness of an obligor with respect to a specific financial obligation, a
specific class of financial obligations, or a specific financial program (including ratings on
medium-term note programs and commercial paper programs). It takes into consideration
the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the
obligation and takes into account the currency in which the obligation is denominated.
The opinion reflects S&P’s view of the obligor's capacity and willingness to meet its
financial commitments as they come due, and may assess terms, such as collateral
security and subordination, which could affect ultimate payment in the event of default.

e Short-term issue credit ratings. Similar to Long-term issue credit ratings, but are generally
assigned to those obligations considered short-term in the relevant market. Short-term
ratings are also used to indicate the creditworthiness of an obligor with respect to put
features on long-term obligations.

e Insurer financial strength ratings (FSR). S&P’s insurer financial strength rating is a
forward-looking opinion about the financial security characteristics of an insurance
organization with respect to its ability to pay under its insurance policies and contracts in
accordance with their terms. Insurer financial strength ratings are also assigned to health

®As explained in recital 2 draft ITS, Article 4(1) CRA allows the use of the credit assessments for the determination of
the risk-weighted exposure amounts as specified in Article 113(1) CRR as long as they meet the definition of credit
rating in Article 3(1)(a) CRA.

% s&P's issuer credit ratings make a distinction between foreign currency ratings and local currency ratings. An issuer's
foreign currency rating will differ from its local currency rating when the obligor has a different capacity to meet its
obligations denominated in its local currency, vs. obligations denominated in a foreign currency.
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maintenance organizations and similar health plans with respect to their ability to pay
under their policies and contracts in accordance with their terms.

e Fund credit quality ratings. Fund credit quality ratings, identified by the 'f' suffix, are
assigned to fixed-income funds and other actively managed funds that exhibit variable net
asset values. These ratings are forward-looking opinions about the overall credit quality of
a fund's portfolio. The ratings reflect the level of protection against losses from credit
defaults and are based on an analysis of the credit quality of the portfolio investments and
the likelihood of counterparty defaults.

e Principal stability fund ratings (Money market fund ratings). A S&P’s principal stability
fund rating, also known as a "money market fund rating," is a forward-looking opinion
about a fixed income fund's capacity to maintain stable principal (net asset value). When
assigning a principal stability rating to a fund, S&P’s analysis focuses primarily on the
creditworthiness of the fund's investments and counterparties, and also its investments'
maturity structure and management's ability and policies to maintain the fund's stable net
asset value. Principal stability fund ratings are assigned to funds that seek to maintain a
stable or an accumulating net asset value.

11.S&P’s assigns these credit ratings to different rating scales as illustrated in column 3 of Figure 2
in Appendix 1. Therefore, a specific mapping has been prepared for the following rating scales:

e Long-term issuer credit ratings scale. The specification of this rating scale is described in
Figure 3 of Appendix 1.

e Long-term issue credit ratings scale. The specification of this rating scale is described in
Figure 4 of Appendix 1.

e Short-term issuer credit ratings scale. The specification of this rating scale is described in
Figure 5 of Appendix 1.

e Short-term issue credit ratings scale. The specification of this rating scale is described in
Figure 6 of Appendix 1.

¢ Insurer financial strength ratings scale. The specification of this rating scale is described in
Figure 7 of Appendix 1.

e Fund credit quality ratings scale. The specification of this rating scale is described in
Figure 8 of Appendix 1.

e Principal stability fund ratings (Money market fund ratings) scale. The specification of
this rating scale is described in Figure 9 of Appendix 1.
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12.The mapping of the Long-term issuer credit ratings scale is explained in Section 4 and it has
been derived in accordance with the quantitative factors, qualitative factors and benchmarks
specified in the draft ITS.

13.The mapping of the Short-term issuer credit ratings scale is explained in Section 5 and it has
been indirectly derived from the mapping of the Long-term issuer credit ratings scale and the
internal relationship established by S&P’s between these two scales, as specified in Article 14
of the draft ITS. This internal relationship is shown in Figure 10 of Appendix 1.

14.The indirect mapping approach described in the previous paragraph has also been applied In
the case of the other long-term and short-term rating scales, as explained in Section 6. In these
cases, however, the relationship with the Long-term issuer credit ratings scale (or Short-term
issuer credit ratings scale) has been assessed, for the purpose of the mapping, by the JC based
on the comparison of the meaning and relative position of the rating categories.

4. Mapping of S&P’s Long-term issuer credit ratings scale

15.The mapping of the Long-term issuer credit ratings scale has consisted of two differentiated
stages where the quantitative and qualitative factors as well as the benchmarks specified in
Article 136(2) CRR have been taken into account. Figure 20 in Appendix 4 illustrates the
outcome of each stage.

16.In the first stage, the quantitative factors referred to in Article 1 draft ITS have been taken into
account to differentiate between the levels of risk of each rating category:

e The long run default rate of a rating category has been used to arrive at an initial mapping
proposal by comparing its value with the benchmark specified in Article 15(2) draft ITS.

e The short run default rates of a rating category have been compared with the benchmarks
specified in Article 15(3) draft ITS, which represent the maximum expected deviation of a
default rate from its long-term value within a CQS.

17.In a second stage, the qualitative factors proposed in Article 8 draft ITS have been considered
to challenge the result of the previous stage, especially in those ratings categories where less
default data has been available.

4.1. Initial mapping based on the quantitative factors

18.The short run and long run default rates of each rating category have been calculated with the
pools of items rated from 1 January 2000 to 1 July 2010, based on the information contained in
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CEREP’ and according to the provisions laid down in the draft ITS. The following aspects should
be highlighted:

e For AAA and AA rating categories, the number of credit ratings cannot be considered to be
sufficient and therefore the calculation of the long run default rate has been made in
accordance with Article 7 draft ITS, as shown in Figure 18 of Appendix 3. In these cases,
the long run default rate benchmark associated with the equivalent category in the
international rating scale is a key qualitative factor that has been used for the mapping
proposal.

e For R, SD and D rating categories, no calculation of default rates has been made since they
already reflect a ‘default’ situation.

e For the remaining rating categories, the number of credit ratings can be considered to be
sufficient and therefore the calculation has followed the rules established in Articles 2 to 4
draft ITS. The result of the calculation of the short run and long run default rates for each
rating category is shown in Figure 11 to Figure 13 of Appendix 3.

19.Withdrawn ratings have been weighted by 50% as proposed in Article 3(5) draft ITS because no
default information has been available after withdrawal.

20.The default definition applied by S&P’s, described in Appendix 2, has been used for the
calculation of default rates.

21.As illustrated in the second column of Figure 20 in Appendix 4, the rating categories of the
Long-term issuer credit rating scale of S&P’s have been initially allocated to each CQS based on
the comparison of the long run default rates (see Figure 13 in Appendix 3) and the long run
default rate benchmark intervals established in Article 15(2) draft ITS.

22.In the case of rating categories AAA and AA, where the number of credit ratings cannot be
considered to be sufficient, this comparison has been made according to Article 7 draft ITS.
The result, as shown in Figure 18 of Appendix 3, is not clear. When the analysis is done for the
2006h1 — 2010h2 period, the 22 defaults observed in these categories suggest a mapping to
CQS2. However, the analysis of the 2001h1 — 2005h2 period reveals that no defaults were
observed during those years and that CQS 1 should be proposed instead®. Therefore, the
conclusion is not clear and should be based on the qualitative factors.

> CEREP is the central repository owned by ESMA to which all registered/certified CRAs have to report their credit
assessments. Its specification can be found in http://cerep.esma.europa.eu/cerep-static-pub/
Regulatory Technical Standards CEREP.pdf

® Year 2000 has not been used because the mapping methodology under Article 7 draft ITS allows only a maximum
length of the observation period equal to 5 years. However, the main conclusions of the analysis would remain
unchanged if, for example, the 2000 — 2004 observation period had been considered.
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23.As shown in Figure 14 to Figure 17Error! Reference source not found. in Appendix 3, the short
run default rates of rating categories A to B have been compared with the short run default
rate benchmark values established in Article 15(3) draft ITS’.

24.The objective is to assess, for each rating category, whether the short-run default rates have
deviated from their corresponding benchmark values and whether any observed deviation has
been caused by a weakening of the assessment standards. Therefore, the methodology
specified in the explanatory box of Article 15 draft ITS has been implemented, what requires
the calculation of confidence intervals for the short run default rates presented in the figures.
The result of this comparison can be found in the third column of Figure 20 in Appendix 4:

e A: no short run default rate has breached the monitoring level during the observation
period. Therefore no material and systematic breach of the monitoring/trigger levels has
been observed and the initial mapping based on the long run default rate is confirmed at
this stage.

e BBB, BB and B: the short run default rates have breached the monitoring level of default
rates for several consecutive years in the early 2000s. Only in the case of category BBB,
the lower limit of the 95% confidence intervals also reached the monitoring level twice at
the beginning of the observation period, leading therefore to a material breach. However,
this material breach cannot be considered as systematic and therefore the initial mapping
based on the long run default rate is confirmed at this stage.

4.2. Final mapping after review of the qualitative factors

25.The qualitative factors specified in Article 8 draft ITS have been used to challenge the mapping
proposed by the default rate calculation. Qualitative factors acquire more importance in the
rating categories where quantitative evidence is not sufficient to test the default behavior, as
it is the case of AAA and AA rating categories.

26.The definition of default applied by S&P’s and used for the calculation of the quantitative
factors has been analysed:

e The types of default events considered are shown in Appendix 2 and are the ones
specified in Article 3(6) draft ITS. Selective default category (SD) is consistent with letters
(a), (b), (c) and (d) of the benchmark definition, while Default category (D) is consistent
with letter (c) of the benchmark definition.

e The information provided by S&P’s reveals that the share of bankruptcy-related events is
below 50%.

7 For AAA and AA rating categories, the number of credit ratings cannot be considered to be sufficient and therefore no
calculation of the short run default rate has been made. In the case of rating categories CCC to C, the review of the
short run default rates is not necessary since they have been mapped to CQS6.

41



*

* * v
« * R - EUROPEAN &@’;
* @SMA e anthority st BANKING JOINT COMMITTEE OF THE EUROPEAN
i . y b AUTHORITY @":]l:]a SUPERVISORY AUTHORITIES

* * | EUROPEAN | INSURANCE

* AND OCCUPATIONAL PENSIONS AUTHORITY

Therefore, no specific adjustment has been proposed based on this factor.

27.Regarding the meaning and relative position of the credit assessments, they are aligned with
the initial mapping proposal resulting from the quantitative factors, if available. As for the
other rating categories:

e In the case of the AAA and AA, where the quantitative evidence has been less conclusive,
this factor suggests that both rating categories should be assigned CQS 1 according to the
reference definitions established in Annex Il draft ITS. Since the adjacent rating category
(A) has been mapped on the basis of quantitative information to CQS 2, it can be
concluded that the proposed mapping for AAA and AA rating categories is CQS 1.

e In the case of R and SD/D rating categories, their meaning is consistent with the one of
CQS 6 stated in Annex Il draft ITS.

Regarding the time horizon reflected by the rating category, S&P’s rating methodology focuses on
the long-term, especially in the high-quality categories. This is confirmed by the stability of the
rated items in these categories by the end of the 1-year and 3-year time horizons shown in
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28.Figure 19 of Appendix 3, with values close to 85% and 65% respectively over the 2000 — 2013
period. Therefore, the mapping proposal of AAA and AA to CQS 1 is reinforced.

29.Finally, it should be highlighted the use of the long run default rate benchmark associated with
the equivalent category in the international rating scale as the estimate of the long run
default rate for the calculation of the quantitative factor of AAA and AA rating categories
under Article 7 draft ITS.

5. Mapping of S&P’s Short-Term issuer credit rating scale

30.S&P’s also produces short-term credit ratings and assigns them to the Short-term issuer credit
ratings scale (see Figure 5 in Appendix 1). Given that the default information referred to these
rating categories cannot be comparable with the 3-year time horizon that characterizes the
benchmarks established in the draft ITS, the internal relationship established by S&P’s
between these two rating scales (described in Figure 10 of Appendix 1) has been used to
derive the mapping of the Short-term issuer rating scale. This should ensure the consistency of
the mappings proposed for S&P’s.

31.More specifically, as each short-term issuer rating can be associated with a range of long-term
issuer ratings, the CQS assigned to the short-term credit rating category has been determined
based on the most frequent CQS assigned to the related long-term credit rating categories. In
case of draw, the most conservative CQS has been considered. If the most frequent step is
identified as CQS 5 or 6, CQS 4 is allocated, as the risk weights assigned to CQS 4 to 6 are all
equal to 150% according to Article 131 CRR.

32.The result is shown in Figure 21 of Appendix 4:

e A-1+. This rating category indicates a strong capacity to meet its financial commitment on
the obligation is extremely strong. It is internally mapped to long-term categories AAA to
AA-, which are mapped to CQS 1. Therefore, CQS 1 is the proposed mapping.

e A-1. This rating category indicates a strong capacity to meet its financial commitment on
the obligation is strong. It is internally mapped to the long-term category A+ and A, which
are mapped to CQS 2. Therefore, CQS 2 is the proposed mapping.

e A-2. This rating category indicates a satisfactory capacity to repay short-term debt
obligations. It is internally mapped to long-term categories A to BBB, which are mapped to
CQS 2 and 3. Since the long-term categories are mapped to CQS 2 and 3 in an equal
number of cases, the most conservative CQS has been considered. Therefore, CQS 3 is the
proposed mapping.

e A-3. This rating category indicates a weakened capacity to repay short-term debt
obligations. It is internally mapped to long-term categories BBB to BB+, which are mapped
to CQS 3 and 4, but mostly CQS 3. Therefore, CQS 3 is the proposed mapping.
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B. This rating category is regarded as vulnerable. It is internally mapped to long-term
categories BB+ to CC, which are mapped to CQS 4 to 6. Since the risk weights assigned to
CQS 4 to 6 are all equal to 150% according to Article 131 CRR, the mapping proposed for
the B rating category is CQS 4.

C. This rating category is regarded as vulnerable and dependent upon favourable
conditions, consistent with the meaning and relative position representative of CQS 5 and
6. In addition, it is internally mapped to long-term categories CC to B, which are mostly
mapped to CQS 5. Since the risk weights assigned to CQS 4 to 6 are all equal to 150%
according to Article 131 CRR, the mapping proposed for the C rating category is CQS 4.

R. This category refers to issuers who that are under regulatory supervision owing to its
financial condition and the regulators may have the power to favour one class of
obligations over others or pay some obligations and not others. This category is consistent
with category R of the Long-term issuer credit rating scale corresponding to CQS 6. Since
the risk weights assigned to CQS 4 to 6 are all equal to 150% according to Article 131 CRR,
the mapping proposed for the C rating category is CQS 4.

D. A short-term obligation rated 'D' is in payment default, consistent with the meaning
and relative position representative of CQS 6. In addition, it is internally mapped to long-
term categories D and SD, which are mapped to CQS 6. Since the risk weights assigned to
CQS 4 to 6 are equal to 150% according to Article 131 CRR, the mapping proposed for the
D/SD rating category is CQS 4.
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6. Mapping of other S&P’s credit rating scales

33.As mentioned in Section 3, S&P’s produces a number of additional credit ratings that are
assigned to different credit rating scales.

34.Based on the methodology described in the previous section, the mapping of each rating scale
has been derived from the relationship established by the JC with the relevant Long-term or
Short-term issuer credit ratings scale. More specifically, as each rating can be associated with
one or a range of long-term (or short-term) rating categories, its CQS has been determined
based on the most frequent CQS assigned to the related rating categories. In case of draw, the
most conservative CQS has been considered.

35.The results are shown in Figure 22 to Figure 26 of Appendix 4:

e Long term issue credit ratings scale (see Figure 4 in Appendix 1). The rating categories can
be considered comparable to those of the Long-term issuer credit ratings scale. Therefore
the mapping of each rating category has been derived from its meaning and relative
position and the mapping of the corresponding categories of the Long-term issuer rating
scale. The result of the mapping of this scale is shown in Figure 22 of Appendix 4.

e Short-term issue credit rating scale (see Figure 6 in Appendix 1). The rating categories can
be considered comparable to those of the Short-term issuer credit ratings scale. Therefore
the mapping of each rating category has been derived by the JC from its meaning and
relative position and the mapping of the corresponding categories of the Short-term
issuer rating scale. The result of the mapping of this scale is shown in Figure 23 of
Appendix 4.

¢ Insurer financial strength ratings scale (see Figure 7 in Appendix 1). The rating categories
can be considered comparable to those of the Long-term issuer credit rating scale. Even
though the definitions of the rating categories refer to insurance companies, the mapping
has been derived from the meaning and relative position of the rating categories and the
mapping of the corresponding categories of the Long-term issuer rating scale. The result
of the mapping of this scale is shown in Figure 24 of Appendix 4.

e Fund credit quality ratings scale and Principal stability fund ratings scale (see Figure 8
and Figure 9 in Appendix 1 respectively). Given that investments in any of these funds
cannot default (because they cannot be considered as credit obligations), these ratings
scales are only partly comparable to the Long term issuer credit rating scale. However, a
mapping has been derived from the meaning and relative position of the rating categories
and the mapping of the corresponding categories of the Long-term issuer credit rating
scale. The results of the mapping of these two scales are shown in Figure 25 and Figure 26
of Appendix 4.
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Appendix 1: Credit ratings and rating scales

Figure 2: S&P’s relevant credit ratings and rating scales

SA exposure classes

Long-term ratings

Name of credit rating

JOINT COMMITTEE OF THE EUROPEAN

Credit rating scale

Central governments/ Central banks

Long-term issuer credit ratings

Long-term issue credit ratings

Long-term issuer credit ratings scale

Long-term issue credit ratings scale

Regional and local governments and PSEs

Long-term issuer credit rating

Long-term issue credit ratings

Long-term issuer credit ratings scale

Long-term issue credit ratings scale

Institutions Long-term issuer credit rating Long-term issuer credit ratings scale
Long-term issue credit ratings Long-term issue credit ratings scale
Corporates Long-term issuer credit rating Long-term issuer credit ratings scale

Long-term issue credit ratings

Insurer financial strength ratings (FSR)

Long-term issue credit ratings scale

Insurer financial strength ratings scale

Covered bonds

Long-term issue credit ratings

Long-term issue credit ratings scale

ClUs

Fund credit quality rating

Principal stability fund ratings

Fund credit quality ratings scale

Principal stability fund ratings scale
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Name of credit rating

Credit rating scale

Short-term ratings

Central governments/ Central banks

Short-term issuer credit ratings

Short-term issue credit ratings

Short-term issuer credit ratings scale

Short-term issue credit ratings scale

Institutions Short-term issuer credit ratings Short-term issuer credit ratings scale
Short-term issue credit ratings Short-term issue credit ratings scale
Corporates Short-term issuer credit ratings Short-term issuer credit ratings scale
Short-term issue credit ratings Short-term issue credit ratings scale
Source: S&P
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Credit . .
Meaning of the credit assessment
assessment

AAA An obligor rated 'AAA' has extremely strong capacity to meet its financial commitments. 'AAA' is the highest issuer credit rating
assigned by S&P’s.

AA An obligor rated 'AA' has very strong capacity to meet its financial commitments. It differs from the highest-rated obligors only to a
small degree.

A An obligor rated 'A' has strong capacity to meet its financial commitments but is somewhat more susceptible to the adverse effects of

changes in circumstances and economic conditions than obligors in higher-rated categories.

BBB An obligor rated 'BBB' has adequate capacity to meet its financial commitments. However, adverse economic conditions or changing

circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitments.

An obligor rated 'BB' is less vulnerable in the near term than other lower-rated obligors. However, it faces major ongoing uncertainties
BB and exposure to adverse business, financial, or economic conditions which could lead to the obligor's inadequate capacity to meet its
financial commitments.

An obligor rated 'B' is more vulnerable than the obligors rated 'BB', but the obligor currently has the capacity to meet its financial
B commitments. Adverse business, financial, or economic conditions will likely impair the obligor's capacity or willingness to meet its
financial commitments.

cec An obligor rated 'CCC' is currently vulnerable, and is dependent upon favourable business, financial, and economic conditions to meet
its financial commitments.

An obligor rated 'CC' is currently highly vulnerable. The 'CC' rating is used when a default has not yet occurred, but S&P’s expects

cC
default to be a virtual certainty, regardless of the anticipated time to default.
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An obligor rated 'R' is under regulatory supervision owing to its financial condition. During the pendency of the regulatory supervision
the regulators may have the power to favour one class of obligations over others or pay some obligations and not others.

An obligor rated 'SD' (selective default) or 'D' is in default on one or more of its financial obligations including rated and unrated
financial obligations but excluding hybrid instruments classified as regulatory capital or in non-payment according to terms. An obligor
is considered in default unless S&P’s believes that such payments will be made within five business days of the due date in the absence
of a stated grace period, or within the earlier of the stated grace period or 30 calendar days. A 'D' rating is assigned when S&P’s
believes that the default will be a general default and that the obligor will fail to pay all or substantially all of its obligations as they
come due. An 'SD' rating is assigned when S&P’s believes that the obligor has selectively defaulted on a specific issue or class of
obligations but it will continue to meet its payment obligations on other issues or classes of obligations in a timely manner. An obligor's
rating is lowered to 'D' or 'SD' if it is conducting a distressed exchange offer.

SD/D

Source: S&P
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Credit . .
Meaning of the credit assessment
assessment
AAA An obligation rated 'AAA' has the highest rating assigned by S&P’s. The obligor's capacity to meet its financial commitment on the
obligation is extremely strong.
AA An obligation rated 'AA' differs from the highest-rated obligations only to a small degree. The obligor's capacity to meet its financial
commitment on the obligation is very strong.
A An obligation rated 'A' is somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than
obligations in higher-rated categories. However, the obligor's capacity to meet its financial commitment on the obligation is still strong.
BBB An obligation rated 'BBB' exhibits adequate protection parameters. However, adverse economic conditions or changing circumstances

are more likely to lead to a weakened capacity of the obligor to meet its financial commitment on the obligation.

An obligation rated 'BB' is less vulnerable to non-payment than other speculative issues. However, it faces major ongoing uncertainties
BB or exposure to adverse business, financial, or economic conditions which could lead to the obligor's inadequate capacity to meet its
financial commitment on the obligation.

An obligation rated 'B' is more vulnerable to non-payment than obligations rated 'BB', but the obligor currently has the capacity to
B meet its financial commitment on the obligation. Adverse business, financial, or economic conditions will likely impair the obligor's
capacity or willingness to meet its financial commitment on the obligation.

An obligation rated 'CCC' is currently vulnerable to non-payment, and is dependent upon favourable business, financial, and economic
CCC conditions for the obligor to meet its financial commitment on the obligation. In the event of adverse business, financial, or economic
conditions the obligor is not likely to have the capacity to meet its financial commitment on the obligation.

cc An obligation rated 'CC' is currently highly vulnerable to non-payment. The 'CC' rating is used when a default has not yet occurred, but
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S&P’s expects default to be a virtual certainty, regardless of the anticipated time to default.
c An obligation rated 'C' is currently highly vulnerable to non-payment, and the obligation is expected to have lower relative seniority or
lower ultimate recovery compared to obligations that are rated higher.
An obligation rated 'D' is in default or in breach of an imputed promise. For non-hybrid capital instruments, the 'D' rating category is
used when payments on an obligation are not made on the date due, unless S&P’s believes that such payments will be made within
b five business days in the absence of a stated grace period or within the earlier of the stated grace period or 30 calendar days. The 'D'
rating also will be used upon the filing of a bankruptcy petition or the taking of similar action and where default on an obligation is a
virtual certainty, for example due to automatic stay provisions. An obligation's rating is lowered to 'D' if it is subject to a distressed
exchange offer.
Source: S&P
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Figure 5: Short-term issuer credit ratings scale

Credit

Meaning of the credit assessment
assessment

An obligor rated 'A-1' has strong capacity to meet its financial commitments. It is rated in the highest category by S&P’s. Within this
A-1 category, certain obligors are designated with a plus sign (+). This indicates that the obligor's capacity to meet its financial
commitments is extremely strong.

An obligor rated 'A-2' has satisfactory capacity to meet its financial commitments. However, it is somewhat more susceptible to the

A-2
adverse effects of changes in circumstances and economic conditions than obligors in the highest rating category.
A3 An obligor rated 'A-3' has adequate capacity to meet its financial obligations. However, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitments.
An obligor rated 'B' is regarded as vulnerable and has significant speculative characteristics. The obligor currently has the capacity to
B meet its financial commitments; however, it faces major ongoing uncertainties which could lead to the obligor's inadequate capacity to
meet its financial commitments.
c An obligor rated 'C' is currently vulnerable to non-payment that would result in a 'SD' or 'D' issuer rating, and is dependent upon
favourable business, financial, and economic conditions for it to meet its financial commitments.
R An obligor rated 'R' is under regulatory supervision owing to its financial condition. During the pendency of the regulatory supervision

the regulators may have the power to favour one class of obligations over others or pay some obligations and not others.

An obligor rated 'SD' (selective default) or 'D' has failed to pay one or more of its financial obligations (rated or unrated), excluding
hybrid instruments classified as regulatory capital or in non-payment according to terms, when it came due. An obligor is considered in
SD/D default unless S&P’s believes that such payments will be made within any stated grace period. However, any stated grace period longer
than five business days will be treated as five business days. A 'D' rating is assigned when S&P’s believes that the default will be a
general default and that the obligor will fail to pay all or substantially all of its obligations as they come due. An 'SD' rating is assigned
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when S&P’s believes that the obligor has selectively defaulted on a specific issue or class of obligations, excluding hybrid instruments
classified as regulatory capital, but it will continue to meet its payment obligations on other issues or classes of obligations in a timely
manner. An obligor's rating is lowered to 'D' or 'SD' if it is conducting a distressed exchange offer.

Source: S&P
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Figure 6: Short-term issue credit ratlngs scale

Credit . .
Meaning of the credit assessment
assessment
A short-term obligation rated 'A-1' is rated in the highest category by S&P’s. The obligor's capacity to meet its financial commitment
A-1 on the obligation is strong. Within this category, certain obligations are designated with a plus sign (+). This indicates that the
obligor's capacity to meet its financial commitment on these obligations is extremely strong.

A short-term obligation rated 'A-2' is somewhat more susceptible to the adverse effects of changes in circumstances and economic
A-2 conditions than obligations in higher rating categories. However, the obligor's capacity to meet its financial commitment on the
obligation is satisfactory.

A short-term obligation rated 'A-3' exhibits adequate protection parameters. However, adverse economic conditions or changing

A-3
circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitment on the obligation.

A short-term obligation rated 'B' is regarded as vulnerable and has significant speculative characteristics. The obligor currently has the
B capacity to meet its financial commitments; however, it faces major ongoing uncertainties which could lead to the obligor's
inadequate capacity to meet its financial commitments.

A short-term obligation rated 'C' is currently vulnerable to non-payment and is dependent upon favourable business, financial, and
economic conditions for the obligor to meet its financial commitment on the obligation.

A short-term obligation rated 'D' is in default or in breach of an imputed promise. For non-hybrid capital instruments, the 'D' rating
category is used when payments on an obligation are not made on the date due, unless S&P’s believes that such payments will be
made within any stated grace period. However, any stated grace period longer than five business days will be treated as five business
days. The 'D' rating also will be used upon the filing of a bankruptcy petition or the taking of a similar action and where default on an
obligation is a virtual certainty, for example due to automatic stay provisions. An obligation's rating is lowered to 'D' if it is subject to a
distressed exchange offer.

Source: S&P
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Credit . .
Meaning of the credit assessment
assessment
AAA An insurer rated 'AAA' has extremely strong financial security characteristics. 'AAA' is the highest insurer financial strength rating
assigned by S&P’s.
AA An insurer rated 'AA' has very strong financial security characteristics, differing only slightly from those rated higher.
A An insurer rated 'A' has strong financial security characteristics, but is somewhat more likely to be affected by adverse business
conditions than are insurers with higher ratings.
BBB An insurer rated 'BBB' has good financial security characteristics, but is more likely to be affected by adverse business conditions than
are higher-rated insurers.
BB An insurer rated 'BB' has marginal financial security characteristics. Positive attributes exist, but adverse business conditions could lead
to insufficient ability to meet financial commitments.
B An insurer rated 'B' has weak financial security characteristics. Adverse business conditions will likely impair its ability to meet financial
commitments.
ccc An insurer rated 'CCC' has very weak financial security characteristics, and is dependent on favorable business conditions to meet
financial commitments.
cC An insurer rated 'CC' has extremely weak financial security characteristics and is likely not to meet some of its financial commitments.

An insurer rated 'SD' (selective default) or 'D' is in default on one or more of its insurance policy obligations but is not under regulatory
Sb/D supervision that would involve a rating of 'R'.The 'D' rating also will be used upon the filing of a bankruptcy petition or the taking of
similar action if payments on a policy obligation are at risk. A 'D' rating is assigned when S&P’s believes that the default will be a
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general default and that the obligor will fail to pay substantially all of its obligations in full in accordance with the policy terms. An 'SD'
rating is assigned when S&P’s believes that the insurer has selectively defaulted on a specific class of policies but it will continue to
meet its payment obligations on other classes of obligations. A selective default includes the completion of a distressed exchange offer.
Claim denials due to lack of coverage or other legally permitted defences are not considered defaults.

An insurer rated 'R' is under regulatory supervision owing to its financial condition. During the pendency of the regulatory supervision,
R the regulators may have the power to favour one class of obligations over others or pay some obligations and not others. The rating
does not apply to insurers subject only to nonfinancial actions such as market conduct violations.

Source: S&P
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Figure 8: Fund credit quality ratings scale

Credit . .
Meaning of the credit assessment
assessment
AAAf The fund's portfolio holdings provide extremely strong protection against losses from credit defaults.
AAf The fund's portfolio holdings provide very strong protection against losses from credit defaults.
Af The fund's portfolio holdings provide strong protection against losses from credit defaults.
BBBf The fund's portfolio holdings provide adequate protection against losses from credit defaults.
BBf The fund's portfolio holdings provide uncertain protection against losses from credit defaults.
Bf The fund's portfolio holdings exhibit vulnerability to losses from credit defaults.
CCcf The fund's portfolio holdings make it extremely vulnerable to losses from credit defaults.
Source: S&P
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Credit . .
Meaning of the credit assessment
assessment
AAAM A fund rated 'AAAm' demonstrates extremely strong capacity to maintain principal stability and to limit exposure to principal losses
due to credit risk. '"AAAmM' is the highest principal stability fund rating assigned by S&P’s.
AAM A fund rated 'AAm' demonstrates very strong capacity to maintain principal stability and to limit exposure to principal losses due to

credit risk. It differs from the highest-rated funds only to a small degree.

A fund rated 'Am' demonstrates strong capacity to maintain principal stability and to limit exposure to principal losses due to credit
Am risk, but is somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than funds in
higher-rated categories.

A fund rated 'BBBm' demonstrates adequate capacity to maintain principal stability and to limit exposure to principal losses due to
BBBm credit risk. However, adverse economic conditions or changing circumstances are more likely to lead to a reduced capacity to
maintain principal stability.

A fund rated 'BBm' demonstrates speculative characteristics and uncertain capacity to maintain principal stability. It is vulnerable to
BBm principal losses due to credit risk. While such funds will likely have some quality and protective characteristics, these may be
outweighed by large uncertainties or major exposures to adverse conditions.

Dm A fund rated 'Dm' has failed to maintain principal stability resulting in a realized or unrealized loss of principal.

Source: S&P
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Figure 10: Internal relationship between S&P’s long-term and short-term issuer ratings scales
Long-term issuer credit ratings scale
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Source: S&P
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Appendix 2: Definition of default

S&P’s Ratings distinguishes between two different default situations: normal default and selective
default, and they are assigned whenever the obligor has failed to pay one or more of its financial
obligations (rated or unrated) when it came due. In addition, the obligors under regulatory
supervision are also included in the default category.

Selective default ratings (‘SD’) are assigned when S&P’s believes that the obligor has selectively
defaulted on a specific issue or class of obligations but it will continue to meet its payment
obligations on other issues or classes of obligations in a timely manner. A selective default
includes:

= when payments on an obligation are not made on the date due even if the applicable grace
period has not expired, unless S&P’s believes that such payments will be made during such
grace period

= filing of a bankruptcy petition or the taking of similar action if payments on an obligation are
jeopardized

= the completion of a distressed exchange offer, whereby one or more financial obligation is
either repurchased for an amount of cash or replaced by other instruments having a total
value that is less than par.

Default ratings (‘D’) is assigned when S&P’s believes that the default will be a general default and
that the obligor will fail to pay all or substantially all of its obligations as they come due.

Regulatory supervision ratings ('R') is assigned when S&P’s believes that an obligor is under
regulatory supervision owing to its financial condition. During the pendency of the regulatory
supervision the regulators may have the power to favour one class of obligations over others or
pay some obligations and not others.

Source: S&P
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Appendix 3: Default rates of each rating category

Figure 11: Number of rated items

Date AAA AA A BBB BB B CCC-C R,SD,D
01/01/2000 199 803 1519 1629 1020 962 131 n.a.
01/07/2000 194 783 1502 1558 970 885 134 n.a.
01/01/2001 183 804 1494 1593 951 859 148 n.a.
01/07/2001 193 796 1541 1651 991 783 155 n.a.
01/01/2002 183 770 1564 1701 952 703 223 n.a.
01/07/2002 164 705 1551 1758 941 678 180 n.a.
01/01/2003 131 635 1563 1687 948 713 180 n.a.
01/07/2003 126 564 1516 1537 843 684 151 n.a.
01/01/2004 120 548 1527 1559 834 711 122 n.a.
01/07/2004 116 535 1510 1553 848 773 111 n.a.
01/01/2005 116 538 1534 1529 878 786 92 n.a.
01/07/2005 90 568 1575 1469 894 804 95 n.a.
01/01/2006 88 576 1612 1486 857 881 89 n.a.
01/07/2006 90 605 1656 1461 836 942 88 n.a.
01/01/2007 100 643 1623 1456 864 968 91 n.a.
01/07/2007 101 655 1602 1449 870 1060 77 n.a.
01/01/2008 125 680 1568 1445 875 1061 82 n.a.
01/07/2008 78 717 1579 1481 822 1013 94 n.a.
01/01/2009 74 621 1616 1447 780 934 151 n.a.
01/07/2009 67 501 1602 1441 750 818 204 n.a.
01/01/2010 65 486 1609 1426 733 860 184 n.a.
01/07/2010 52 457 1637 1443 766 947 140 n.a.

Source: Joint Committee calculations based on CEREP data
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Figure 12: Number of defaulted rated items

Date AAA AA A BBB BB B CCC-C R,SD,D
01/01/2000 0 0 15 43 104 277 63 n.a.
01/07/2000 0 0 11 54 109 260 70 n.a.
01/01/2001 0 0 10 51 107 244 72 n.a.
01/07/2001 0 0 6 35 101 216 65 n.a.
01/01/2002 0 0 3 37 53 145 110 n.a.
01/07/2002 0 0 1 27 27 102 73 n.a.
01/01/2003 0 0 1 5 25 70 73 n.a.
01/07/2003 0 0 1 3 18 46 56 n.a.
01/01/2004 0 0 0 1 17 34 36 n.a.
01/07/2004 0 0 0 1 8 35 31 n.a.
01/01/2005 0 0 0 2 8 34 20 n.a.
01/07/2005 0 0 0 4 8 38 27 n.a.
01/01/2006 0 2 5 8 14 62 25 n.a.
01/07/2006 1 2 11 15 32 119 36 n.a.
01/01/2007 1 4 7 20 51 153 42 n.a.
01/07/2007 2 4 7 22 48 208 36 n.a.
01/01/2008 2 3 9 19 38 238 46 n.a.
01/07/2008 0 1 8 19 28 235 57 n.a.
01/01/2009 0 0 2 17 14 177 102 n.a.
01/07/2009 0 0 1 4 15 78 96 n.a.
01/01/2010 0 0 0 2 9 63 65 n.a.
01/07/2010 0 0 0 3 5 80 54 n.a.

Source: Joint Committee calculations based on CEREP data
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Figure 13: Short-run and long-run observed default rates

Date AAA  AA A BBB BB B ccc-C  RSD,D
01/01/2000 na.  na. 099 264 1020 2879  48.09 n.a.
01/07/2000 na.  na. 073 347 1124 2938  52.24 n.a.
01/01/2001  na.  na. 067 320 1125 2841  48.65 n.a.
01/07/2001  na.  na. 039 212 1019 27.59  41.94 n.a.
01/01/2002 na.  na. 019 218 557 20.63  49.33 n.a.
01/07/2002  na.  na. 006 154 287 1504  40.56 n.a.
01/01/2003 na.  na 006 030 264 982  40.56 n.a.
01/07/2003 na.  na. 007 020 214 673  37.09 n.a.
01/01/2004 na.  na. 000 006 204 478 2951 n.a.
01/07/2004 na.  na. 000 006 094 453  27.93 n.a.
01/01/2005 na.  na. 000 013 091 433 2174 n.a.
01/07/2005 na.  na. 000 027 089 473 2842 n.a.
01/01/2006  na.  na. 031 054 163  7.04  28.09 n.a.
01/07/2006  n.a.  na. 066 103  3.83 1263 4091 n.a.
01/01/2007 na.  na 043 137 590 1581  46.15 n.a.
01/07/2007 na.  na. 044 152 552 19.62  46.75 n.a.
01/01/2008  na.  na. 057 131 434 2243  56.10 n.a.
01/07/2008  na.  na. 051 128 341 2320  60.64 n.a.
01/01/2009  na.  na 012 117 179 1895  67.55 n.a.
01/07/2009  na.  na. 006 028 200 954  47.06 n.a.
01/01/2010  na.  na. 000 014 123 733 3533 n.a.
01/07/2010  na.  na. 000 021 065 845 3857 n.a.
szlg:;tg‘zd na. na 028 116 436 1548 4295  na.

Source: Joint Committee calculations based on CEREP data
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Figure 14: Short-run and long-run observed default rates of A rating category
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Figure 15: Short-run and long-run observed default rates of BBB rating category
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Figure 16: Short-run and long-run observed default rates of BB rating category
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Figure 17: Short-run and long-run observed default rates of B rating category

40.0%
30.0%
20.0%
10.0%
0-0% T T T T T T T T T T T T
-10.0%
-20.0%
-30.0% ’ (
-40.0%
O O o N O & 1N 1N W N 0 O O
o O O O O O O 0O o o o o o
o O O O O O O O o o o o o
NN NN NN NN NN N NN
~ S O S s S S SN ™S I TC*™Y“ T~ Y
- = NN N N o =S NN 1N on o
o 4 O O O O o 4 O O o o o
B T e T T T T e T S
D S e e I e B e O e N e I e IR e O o SO e, B g, B o
O O O O O O o o o o o o o

4000

3500

3000

2500

2000

1500

1000

500

s Number of rated items
(right-hand scale)

e Observed default rate

e o o o Lower bound default rate

e o o o Upper bound default rate

e | 0ng run default rate
(LRDR)

Monitoring level CQS

e Trigger level CQS

Source: Joint Committee calculations based on CEREP data

32




*

* *
3 . European Securities and EUROPEAN
* @SMa Markets Authority BANKING
* * AUTHORITY
* *

*

@&
=

EUROPEAN | INSURANCE
AND OCCUPATIONAL PENSIONS AUTHORITY

JOINT COMMITTEE OF THE EUROPEAN
SUPERVISORY AUTHORITIES

Figure 18: Mapping proposal for rating categories with a non-sufficient number of credit ratings

2001 - 2005

AAA/AA

CQS of equivalent international rating category
N. observed defaulted items
Minimum N. rated items

Observed N. rated items

Cas1
0
496

7,885

Mapping proposal

CQs1

2006 - 2010

AAA/AA

CQS of equivalent international rating category
N. observed defaulted items
Minimum N. rated items

Observed N. rated items

Cas1
22
n.a.

6,781

Mapping proposal

CQs2

Source: Joint Committee calculations based on CEREP data

Year 2000 has not been used because the mapping methodology under
Article 7 draft ITS allows only a maximum length of the observation
period equal to 5 years. However, the main conclusions of the analysis
would remain unchanged if, for example, the 2000 — 2004 observation

period had been considered.
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Figure 19: Transition matrix

3-year transition matrices, 10-year average (2000 - 2013)

Rating end period AAA AA A BBB BB B CCC-C  R,SD,D

Rating start period

AAA 56.0 34.9 6.4 1.0 0.2 0.2 1.1 0.2
AA 0.9 67.6 27.5 3.1 0.6 0.2 0.1 0.0
A 0.0 4.7 80.3 13.0 1.3 0.4 0.1 0.1
BBB 0.0 0.3 10.7 77.5 8.3 2.3 0.4 0.5
BB 0.0 0.1 0.8 15.6 62.9 16.9 2.1 1.6
B 0.0 0.0 0.2 1.4 18.7 67.9 9.2 2.7
Cccc-C 0.0 0.0 0.1 0.9 53 49.6 33.9 10.1

Source: Joint Committee analysis based on CEREP data. Only items rated both at the beginning and at the end of the
time horizon have been considered in the calculation.

1-year transition matrices, 12-year average (2000 - 2013)

Rating end period AAA AA A BBB BB B ccc-C  R,SD,D

Rating start period

AAA 82.3 16.5 0.8 0.1 0.1 0.2 0.1 0.0
AA 0.4 86.8 11.9 0.8 0.0 0.0 0.0 0.0
A 0.0 20 920 5.5 0.4 0.1 0.1 0.1
BBB 0.0 0.1 3.8 91.3 4.0 0.6 0.2 0.2
BB 0.0 0.1 0.1 5.7 84.6 8.1 0.8 0.6
B 0.0 0.0 0.1 0.2 6.8 84.7 6.2 2.1
ccc-C 0.0 0.0 0.2 0.1 0.7 22.6 66.0 10.5

Source: Joint Committee analysis based on CEREP data. Only items rated both at the beginning and at the end of the
time horizon have been considered in the calculation.
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Appendix 4: Mappings of each rating scale

Figure 20: Mapping of S&P’s Long-term issuer credit ratings scale

Initial . Final review
mapping Review based on
Credit based on SR L.
based on LR qualitative Main reason for the mapping
assessment DR
DR factors
cQs
(cas) (cas) (cas)
AAA n.a. n.a.

Quantitative evidence is not clear. The meaning, relative position and time horizon of the
rating category are representative of the final CQS.

AA n.a. n.a.
A 2 2 The quantitative factors are representative of the final CQS.
BBB 3 3 The quantitative factors are representative of the final CQS.
BB 4 4 The quantitative factors are representative of the final CQS.
B 5 5 The quantitative factors are representative of the final CQS.
CCC 6 6 The quantitative factors are representative of the final CQS.
CcC 6 6 The quantitative factors are representative of the final CQS.
R n.a n.a. The meaning and relative position of the rating category is representative of the final CQS.
SD/D n.a. n.a. The meaning and relative position of the rating category is representative of the final CQS.
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Figure 21: Mapping of S&P’s Short-term issuer credit ratings scale
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Corresponding Final
Long-term issuer iit%:soiﬁgisnﬁ review
Credit credit ratings P g based on . .
Long-term litati Main reason for the mapping
assessment  Scale assessment issuer credit qualitative
(established by ratings scale factors
S&P) (cas)
The final CQS has been determined based on the most frequent step associated
A-1+ AAA/AA 1 1 with the corresponding long-term credit rating category.
Al A 5 ) The final CQS has been determined based on the most frequent step associated
g with the corresponding long-term credit rating category.
The final CQS has been determined based on the most frequent step associated
A-2 A/BBB 2-3 3 with the corresponding long-term credit rating category. As there is a draw between
CQS 2 and 3, the most conservative CQS has been considered.
The final CQS has been determined based on the most frequent step associated
A-3 BBB/BB+ 3-4 3 with the corresponding long-term credit rating category.
The final CQS has been determined based on the range of steps associated with the
B BB+/CCC 4-6 4 corresponding long-term credit rating category. The risk weights assigned to CQS 4
to 6 are all 150%, therefore CQS 4.
The final CQS has been determined based on the range of steps associated with the
C B/CC 5-6 4 corresponding long-term credit rating category. The risk weights assigned to CQS 4
to 6 are all 150%, therefore CQS 4.
The final CQS has been determined based on the range of steps associated with the
R R 6 4 corresponding long-term credit rating category. The risk weights assigned to CQS 4

to 6 are all 150%, therefore CQS 4.
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The final CQS has been determined based on the range of steps associated with the
SD/D SD/D 6 4 corresponding long-term credit rating category. The risk weights assigned to CQS 4
to 6 are all 150%, therefore CQS 4.
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Figure 22: Mapping of S&P’s Long-term issue credit ratings scale
. ; ; Final
Correspon.dmg Range o CZ{S o] review
Credit Long-t.erm {ssuer corresponding based on . .
credit ratings Long-term o Main reason for the mapping
assessment . . qualitative
scale assessment issuer credit
factors
(assessed by JC) ratings scale
(cas)
AAA AAA 1 1
AA AA 1 1
A A 2 2
BBB BBB 3 3
BB BB 4 4 . . . .
The final CQS has been determined based on the most frequent step associated with
B B 5 the corresponding long-term credit rating category.
Cccc Cccc 6 6
cc cc 6 6
C cc 6 6
D SD/D 6 6
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Figure 23: Mapping of S&P’s Short-term issue credit ratings scale

Final
Correspon.dmg Range of CQ.S of review
Credit Short-t.erm .|ssuer corresponding based on . .
assessment credit ratings .Short-tern? qualitative Main reason for the mapping
scale assessment issuer credit factors
(assessed by JC) ratings scale
(cas)
A-1+ A-1+ 1 1
A-1 A-1 2 2
A-2 A-2 3 3
A3 A3 3 3 The final CQS has been determined based on the most frequent step associated with
g g the corresponding short-term credit rating category.
B B 4 4
C C 4 4
D R, SD/D 4 4
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Figure 24: Mapping of S&P’s Insurer financial strength ratings scale

. Final

Corresponding  Range of CQS of .

) . review

] Long-term issuer  corresponding
Credit i . based on . .
credit ratings Long-term L Main reason for the mapping
assessment . . qualitative
scale assessment issuer credit
. factors
(assessed by JC) ratings scale

(cas)
AAA AAA 1 1
AA AA 1 1
A A 2 2
BBB BBB 3 3

BB BB 4 4 . . . .
The final CQS has been determined based on the most frequent step associated with
the corresponding long-term credit rating category.

B B 5 5
ccc CCC 6 6
cc cc 6 6
SD/D SD/D 6 6
R R 6 6
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Figure 25: Mapping of S&P’s Fund credit quality ratings scale

Final
S&P’s Fund Corresponding  Range of CQS of review
credit Long-term issuer  corresponding based on
quality credit ratings Long-term qualitative Main reason for the mapping
ratings scale scale assessment issuer credit factors
assessment (assessed by JC) ratings scale
(cas)
AAAf AAA 1 1
AAf AA 1 1
Af A 2 2
BBBf BBB 3 3 The final CQS has been determined based on the most frequent step associated with
the corresponding long-term credit rating category.
BBf BB 4 4
Bf B 5 5
CCcf ccc/cc 6 6
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Figure 26: Mapping of S&P’s Principal stability fund ratings (Money market fund ratings) scale

S&P’s g ] . Final
Correspondin Range of CQS o :
Principal Lon te:'om issuir corfes onfilin review
stability gd't ti L pt ®  basedon Mai for th i
fund ratings credit ratings . ong erm- qualitative ain reason for the mapping
scale assessment issuer credit
scale factors
(assessed by JC) ratings scale
assessment (cas)
AAAM AAA 1 1
AAm AA 1 1
Am A 2 2
The final CQS has been determined based on the most frequent step associated with
the corresponding long-term credit rating category.
BBBm BBB 3 3
BBm BB 4 4
Dm D 6 6
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