APPENDIX B

A brief explanation of the ratings used in the other appendices.
Moody’s
Short-Term Ratings

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

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

P-1
Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-
term debt obligations.

P-2
Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-
term debt obligations.

P-3
Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay
short-term obligations.

Long-Term Deposit Ratings
Long-term deposit ratings employ the same alphanumerical rating system as that for
long-term issuer ratings.

Aaa
Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.

Aa

Obligations rated Aa are judged to be of high quality and are subject to very low credit
risk.

A

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

Baa
Obligations rated Baa are subject to moderate credit risk. They are considered
medium grade and as such may possess certain speculative characteristics.

Ba
Obligations rated Ba are judged to have speculative elements and are subject to
substantial credit risk.



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

Within each generic group from Aa to Caa, Moody’s use an append numerical modifier
to fine tunes the rating as level 1,2 or 3. i.e within the Aa group you can have Aaf,
Aa2 and Aa3, rated in that order.

Fitch

International Short-Term Credit Ratings

The following ratings scale applies to foreign currency and local currency ratings. A
Short-term rating has a time horizon of less than 13 months for most obligations, or up
to three years for US public finance, in line with industry standards, to reflect unique
risk characteristics of bond, tax, and revenue anticipation notes that are commonly
issued with terms up to three years. Short-term ratings thus place greater emphasis
on the liquidity necessary to meet financial commitments in a timely manner.

F1

Highest credit quality. Indicates the strongest capacity for timely payment of financial
commitments; may have an added “+” to denote any exceptionally strong credit
feature.

F2

Good credit quality. A satisfactory capacity for timely payment of financial
commitments, but the margin of safety is not as great as in the case of the higher
ratings.

F3

Fair credit quality. The capacity for timely payment of financial commitments is
adequate; however, near term adverse changes could result in a reduction to non-
investment grade.

International Long-Term Credit Ratings

International Long-Term Credit Ratings (LTCR) may also be referred to as Long-Term
Ratings. When assigned to most issuers, it is used as a benchmark measure of
probability of default and is formally described as an Issuer Default Rating (IDR). The
major exception is within Public Finance, where IDRs will not be assigned as market
convention has always focused on timeliness and does not draw analytical distinctions
between issuers and their underlying obligations. When applied to issues or securities,
the LTCR may be higher or lower than the issuer rating (IDR) to reflect relative
differences in recovery expectations. The following rating scale applies to foreign
currency and local currency ratings:

Investment Grade
AAA

Highest credit quality. ‘AAA’ ratings denote the lowest expectation of credit risk. They
are assigned only in case of exceptionally strong capacity for payment of financial



commitments. This capacity is highly unlikely to be adversely affected by foreseeable
events.

AA

Very high credit quality. ‘AA’ ratings denote expectations of very low credit risk. They
indicate very strong capacity for payment of financial commitments. This capacity is
not significantly vulnerable to foreseeable events.

A

High credit quality. ‘A’ ratings denote expectations of low credit risk. The capacity for
payment of financial commitments is considered strong. This capacity may,
nevertheless, be more vulnerable to changes in circumstances or in economic
conditions than is the case for higher ratings.

BBB

Good credit quality. ‘BBB’ ratings indicate that there are currently expectations of low
credit risk. The capacity for payment of financial commitments is considered adequate
but adverse changes in circumstances and economic conditions are more likely to
impair this capacity. This is the lowest investment grade category

Bank Individual Ratings

Individual Ratings are assigned only to banks. Individual Ratings, which are
internationally comparable, attempt to assess how a bank would be viewed if it were
entirely independent and could not rely on external support. These ratings are
designed to assess a bank’s exposure to, appetite for, management of and capacity to
absorb risk and thus represent Fitch’s view on the likelihood that it would run into
significant difficulties such that it would require support.

The principal factors we analyse to evaluate the bank and thus to determine these
ratings take into account profitability and balance sheet integrity (including
capitalisation), franchise, management, operating environment and prospects.
Consistency is an important consideration. Others include a bank’s size (in terms of
equity capital) and diversification (in terms of involvement in a variety of activities in
different economic and/or geographical sectors).

Individual Rating Definitions

A
A very strong bank. Characteristics may include outstanding profitability and balance
sheet integrity, franchise, and management, operating environment or prospects.

B

A strong bank. There are no major concerns regarding the bank. Characteristics may
include strong profitability and balance sheet integrity, franchise, and management,
operating environment or prospects.

C

An adequate bank, which, however, possesses one or more troublesome aspects.
There may be some concerns regarding its profitability and balance sheet integrity,
franchise, and management, operating environment or prospects.



