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Credit Rating

e Credit Rating Agencies

O A rating agency is a company that a
financial strength of companies and go
ment entities, especially their ability to meet
principal and interest payments on their debts.

0 The Big Three Credit Rating Agencies globally
are Fitch Ratings, Moody’s Investors Service
and Standard & Poor’s (S&P) control
approximately 95% of global ratings business.

0 In India, six credit rating agencies registered

under SEBI are CRISIL, ICRA, CARE, SMERA,

Fitch India and Brickwork Ratings.

Q Investors rely on the ratings given by the credit
rating agencies to make investment decisions.

0 The ratings help emerging and developing
countries to issue bonds to domestic and
international investors. These governments
sell bonds to obtain financing from other
governments, the World Bank and the Inter-
national Monetary Fund.

Q0 Many countries sell their securities in the
international market, and a good credit rating
can help them access high-value investors and
FDls.

0 The ratings also serve as a benchmark for
financial market regulations.

0 The big three agencies came under heavy
criticism after the global financial crisis of 2008
for giving favourable ratings to insolvent
institutions like Lehman Brothers.

0 In India too and also faced regulatory action,

besides a probe by central investigating agencies

after they had assigned top ratings to borrowings
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