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< Abstract >

A Study on the improving functions and role of credit

rating agencies in Korea.

To facilitate a credit bond market, it is necessary to improve
functions and roles of the credit rating system, one of the most
important bond market infrastructure. Due to its short history,
undeveloped credit bond market and repetitive credit events,
Korea’s credit rating agencies have yet earned sufficient
confidence among stakeholders. For higher confidence, the
overall regulatory framework should be enhanced by figuring
out the industry’s current problems and analyzing changes in

overseas regulatory frameworks.

By conducting an in-depth review on Korea’s problems in the
credit rating industry, this study aims to devise effective ways to
improve CRAs’ fairness and confidence. For this, I use Korea’s
credit rating data to analyze credit assessment’s adequacy and
timeliness, to review issues surrounding the industry, and to
identify problems the industry currently faces. Based on the
analysis, I propose plans to improve Korea's regulatory

framework and market structure for Korea’s credit rating industry.

According to a series of analyses on various industry data,
Korea’s credit rating industry appears to have the following

problems.
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First, confidence in Korean CRAs is not so high although
changes in the corporate bond market structure have increased
the importance of credit rating. The not-so-high confidence in
CRAs seems to have stemmed from failure to timely adjust
ratings at the time of a credit event, and inappropriateness of

ratings amid issuer’s high influence.

Second, issuers’ influence is high in Korea’s credit rating
industry. A look at the impact of the credit assessment structure
on ratings confirms a market structure giving advantages to
issuers under the current issuer-pays model, a conflict of interest

affecting the appropriateness of credit assessment.

Third, Korean CRAs show some problems, e.g., deepening
homogeneity of ratings, and failure to differentiate their services
in terms of rating standards, determinants, and opinions. Their
rating splits once peaked at 18.3% in 2000, but fell to the 4%
range at the end of 2014. Rating changes in the following years
of rating splits occurrence show a far higher percentage of
issuers whose rating is upgraded than those with rating
downgrades. Such a phenomenon is presumably the result from
CRAs" efforts to address rating splits: A CRA who awarded
lower ratings actively tries to upgrade its ratings with reference

to other CRAs’ higher ratings.

Fourth, rating standards show a low level of consistency.

There is a certain period of relaxed rating standards, during

— Xvill —




which ratings tend to go up. A regression analysis using
multiple variables and year dummies shows a statistically
significant impact of most financial variables affecting corporate
creditworthiness on corporate ratings. In particular, a regression
using year dummies show that year dummies from 2010 to
2013 are high with statistical significance. Moreover, another
analysis between model ratings and actual ratings for a certain
period shows consistent results: Rating splits between 2010 and
2013 remain significantly high. This can be interpreted as more
generous rating standards during that period. Such relaxed
rating standards serve as one of the factors undermining

confidence in credit ratings among stakeholders.

Fifth, bond default rates according to credit ratings are
found higher in Korean CRAs compared to global CRAs. If a
broader concept is used to define default events, ratings fail to
be timely adjusted prior to a default event. In a sample of
defaults in the narrow sense, ratings are adjusted timely, but
this does not occur in defaults in the broad sense. A possible
explanation for this could be difficulties to detect a credit event
in advance because any broad-sense default event such as a
workout or debt restructuring tends to be led by a creditor

bank, which limits CRAs’ ability to timely adjust credit ratings.

Also analyzed in this study are post-crisis regulatory trends

for overseas CRAs. By adopting inappropriate analysis techniques

— XIX —




and vague internal procedures, CRAs misjudged creditworthiness
of asset-backed securities. Also, improper regulation over credit
ratings amplified the problem. Other problems in the industry
include CRAS" sideline business, conflicts of interest due to the
fee structure, and an oligopoly dominated by a small number of
CRAs. Furthermore, the industry being under-regulated due to
the heavy focus on market discipline and reputation was
criticized as one of the causes behind the global financial crisis.
This increased the necessity for stronger regulation over CRAs,
and accordingly, international bodies and regulators across
nations have overhauled the relevant regulatory framework. The
overall direction of the overhaul is tougher regulation and
oversight while loosening the licensing for CRAs, more stringent
disclosure rules for better transparency, and less conflicts of
interest. As part of attempt to address conflicts of interest,
various plans are currently under review, e.g., introducing a
new fee structure and a designated CRA system, and reducing

heavy dependence on CRAs.

In June 2007, the US enacted the Credit Rating Agency
Reform Act in order to improve credit rating quality for
investor protection and welfare by pursuing CRAs" legal

accountability, transparency, and more competition.

This was later revised in April 2009 with the focus on

stronger disclosure duties on CRAs, and more sophisticated

— XX —




rating of structured securities, and the introduction of the code
of conduct. Also the Dodd-Frank Act that came into effect in
July 2010 strengthened CRAs’ liability, addressed conflicts of
interest, and improved rating procedures with better internal
controls and transparency. Also included herein is Securities
Exchange Commission(SEC) plans for stronger regulation over
CRAs and reduced dependence on CRAs. Through those
reforms, more nationally recognized statistical rating
organizations(NRSROs) were designated, and the Office of
Credit Ratings was created in the SEC for monitoring, on-site
inspection, and research on regulation and oversight over credit
assessment. But improvements on the designated CRA system,
fee structure, and less dependence on credit rating will be

materialized after further examination.

Europe also has pushed to overhaul its credit rating
regulatory framework since the global financial crisis. In 2009,
the Proposal for a Regulation of the European Parliament and
of the Council on Credit Rating Agencies was enacted to be
used as a common, EU-level standard while allowing for each
nation’s financial supervisory authority to oversee credit rating.
Later in May 2011, the legislation was revised(CRA2) for a
centralized supervisory regime governed by the FEuropean
Securities and Market Authority(ESMA). This was subsequently
revised again(CRA3) in May 2013.

— xxi —




The latest revision not only strengthened sovereign rating
transparency and monitoring over rating procedures, but also
created foundations to introduce civil liabilities for CRAs. Also,
the conflicts of interest regulation for ratings was extended to
rating outlook. On top of this, another plan was introduced to
report individual CRAs" fee to ESMA. But reduced dependence
on CRAs and mandatory rotation included in the initial

proposal were regarded as long-term agenda and left undone.

Based on the aforementioned analysis results, I propose
Korea to make the following improvements to bolster the
function that credit assessment should play in the credit

product market.

First, multi-faceted efforts should be made to improve
confidence in CRAs. The most important factors for this should
be enhancing credit ratings’ appropriateness and timeliness.
Hence, CRAs should exert diverse efforts in this area to win

confidence among stakeholders.

Second, it is desirable to devise plans to resolve conflicts of
interest between issuers and CRAs. The current market structure
with issuer advantages may serve as an element to undermine
the appropriateness of credit ratings. On top of a regulatory
framework to reduce issuers’ influence, CRAs should also make

self-help efforts to reduce dependence on issuers.

Also recommended are structural improvements, e.g., introducing

— Xxil —




an investor-pays model, and improving fee schemes, etc.

Third, persistent improvements are necessary in the
regulatory framework for CRAs. Through two major reforms in
CRA regulation, Korea achieved the intended effects of
enhancing CRAs’ fairness and accountability. Going forward,
Korea should make ceaseless efforts for regulatory improvements
in response to changes surrounding credit assessment. And the
overall direction for improvements is to strengthen CRAS’
functions and roles as professional, independent credit

assessment.

Toward that end, it is wise to introduce a comparative
disclosure regime publicizing default rates. CRAs should devise
a uniform guideline to publicize credit assessment performance,
and enhance consistency of relevant standards. In addition, the
appropriateness of ratings should be enhanced via a
comparative look on default rates that have various definitions.
Also necessary are widening the base for credit products that
are subject to credit assessment, and improving the usage of
credit ratings. For CRAs to improve their independency and
fairness, it is worth considering a credit rating fairness report
adopted in Europe as part of attempts to address conflicts of

interest.

Among others, Korea should improve the current market

structure giving advantages to issuers in order for Korean CRAs
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to earn more confidence. CRAs must improve its fee revenue
structure to reduce their heavy dependence on issuers.
Furthermore, regulatory authorities should review changing the
fee structure in reference to global regulatory improvements in

this area.
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AAA | AA A | BBB | BB B Sﬁf FA
1999 4 17 56 | 153 | 130 12 33 | 405
2000 5 17 60 | 123 | 171 28 25 | 429
2001 11 19 59 | 100 97 32 22 | 340
2002 14 19 67 91 47 24 14 | 276
2003 13 19 68 92 47 24 12 | 275
2004 12 27 74 | 105 34 36 8 | 29
2005 12 31 74 96 25 36 13 | 287
2006 11 29 78 90 26 54 12 | 300
2007 12 33 82 72 32 51 2 | 308
2008 12 56 97 54 19 37 33 | 308
2009 15 79 | 111 48 21 20 23 | 317
2010 16 87 | 120 53 20 11 19 | 326
2011 17 95 | 118 63 54 12 11 | 370
2012 18 | 107 | 111 61 60 22 21 | 400
2013 17 | 112 | 117 48 61 21 14 | 390
2014 17 | 107 | 118 46 52 17 17 | 374
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1999 26.53 1.42 7.77 0.629 0.031
2000 26.31 2.81 9.82 0.648 0.019
2001 26.51 32.25 498 0.639 0.029
2002 27.04 30.32 7.87 0.622 0.031
2003 27.03 22.37 2.85 0.614 0.043
2004 26.82 39.49 8.00 0.589 0.042
2005 26.90 40.24 5.98 0.568 0.054
2006 26.81 32.19 10.12 0.566 0.051
2007 26.94 58.75 8.07 0.570 0.046
2008 27.31 56.35 6.85 0.615 0.048
2009 27.59 53.23 6.00 0.567 0.065
2010 27.80 39.46 13.26 0.573 0.049
2011 27.66 42.41 17.03 0.583 0.047
2012 27.57 18.31 8.67 0.608 0.045
2013 27.65 22.08 8.74 0.598 0.043
2014 27.71 7.47 7.78 0.585 0.044

AA 27.14 29.59 8.52 0.600 0.042
S & 1A Z 214k [e=] A} E A _ ~

Aoz | ane | oo | Aeae | TR
1999 0.396 0.868 0.014 0.105 10.564
2000 0.380 1.015 0.049 0.075 10.538
2001 0.372 1.013 0.000 0.053 10.553
2002 0.395 1.019 0.037 0.050 10.757
2003 0.385 0.993 0.024 0.018 10.715
2004 0.374 1.104 0.050 0.061 10.611
2005 0.355 1.046 0.025 0.056 10.678
2006 0.335 0.978 -0.023 0.063 10.695
2007 0.310 0.872 -0.028 0.060 10.746
2008 0.325 0.908 -0.049 0.083 10.877
2009 0.331 0.859 -0.004 0.067 11.028
2010 0.321 0.859 0.064 0.102 11.092
2011 0.323 0.977 0.028 0.060 11.092
2012 0.329 1.002 0.000 0.048 11.003
2013 0.335 0.959 0.011 0.050 11.027
2014 0.332 0.949 0.036 0.034 11.110

AA B 0.350 0.962 0.362 0.060 10.314
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o A% % 2AA 67

E NM-13> 21 8SE d™ 2l ordered probit & H &4 &1t
ordered probit ordered probit
AR 23 AR 23
(CdR=N)) (BEE%)
A 0.5929 (50.34) *** 0.3845 (19.31) ***
O] AL Hl & 0.0004 (6.53) *** 0.0007 (9.08) ***
FAfH & 23594 (-31.94) *** | 27779 (-30.3) ***
0
i;‘q’g ;H%]ﬂiﬂl 0.0004 (1.86) * 0.0004 (1.46)
AT A & 0.7450 (2.75) *** 0.8485 (2.72) ***
P FAHE 0.7294 (11.29) *** 0.6148 (8.02) **
TAE S 0.1650 (8.94) *** 0.1877 (9.08) ***
e 193 o5 o] | 01684 (4.79) *** 0.1417 (3.63) ***
Pl E 0.3206 (6.31) ***
AR A A E 0.7248 (6.27) ***
S| AFAH Y 0.3507 (10.37) ***
37 0.2515 (7.71) ***
Ax=H Pl 2000 0.1125 (1.59) 0.0825 (1.07)
Ax=tw] 2001 0.1365 (1.82) * 0.2146  (2.70) ***
A=) 2002 0.1930 (2.43) ** 0.2600 (3.10) ***
A= H 2003 0.1976 (2.48) ** 0.2550 (2.94) ***
A= H 2004 0.2875 (3.68) *** 0.3570 (4.30) ***
AE=Hrl 2005 0.2204 (2.79) *** 0.3043 (3.67) ***
A= H 2006 0.1776 (2.28) ** 0.2169 (2.58) ***
A=Hr] 2007 0.0989 (1.28) 0.1559 (1.84) *
A& P 2008 0.2379 (3.04) *** 0.3973 (4.53) **
A= 7 2009 0.4778 (6.09) *** 0.6294 (7.12) ***
A=H ] 2010 0.5593 (7.17) *** 0.9531 (6.79) ***
Ax=Hr 2011 0.5621 (7.50) *** 0.7242  (8.66) ***
A=HH 2012 0.5059 (6.87) *** 0.7280 (9.13) ***
dx=Hr 2013 0.5487 (7.41) *** 0.7317 (9.07) ***
Ax=Hr 2014 0.5276 (7.05) *** 0.7915 (9.55) ***
LR chi2 5450.6 47773
sample 5,353 4,264
o] ¥E ASSHF 2 29l 3 ordered probit RN Aotk TEH
FE FHAE ABEF foctordhS AR, HHMEE 171 olHie] G o]
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T 1d=F | 282 [ 3dR} | 432 592 | 6 | 7A3F | 8A2F | 993} |10 =}
AAA| 0.00| 0.00| 0.00| 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00
=z} AA 0.00 | 0.00| 0.00| 0.00| 0.00 0.00 0.00 0.00 0.00 0.00
" A 0.10| 030 | 059| 083 | 1.07 1.16 1.27 1.27 1.27 1.34
BBB 043 | 1.08| 1.59| 211 | 252 2.70 2.85 2.89 3.02 3.33
BB 434 | 718 9.04 | 997|1050 | 1092 | 11.30 | 12.02 | 12.36 | 12.43
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<E N-18> FUYI|YE 22 F2 XNFHE F0
AA FE

Al Z ALY | o A} | A=

oy | 94| 5098 | e | e

Bz 54 A 1,725,859 0.622 0.004 10.36 13.27
Br 49 A 1,556,636 0.635 0.019 33.17 12.90
Pz 3d A 1,210,512 0.660 -0.014 33.40 12.05
B 2d A 1,305,050 0.746 -0.231 -1.38 10.87
P 1d A 1,421,981 0.820 -0.567 -1.52 9.92

Helel REAY

= Zz2}Ake] | o Al | A=

oy | M| 5005 | e | o

Fx 5d A 1,040,373 0.576 -0.032 13.64 12.73
Bxo4d A 1,187,276 0.609 -0.006 51.06 12.14
B 3d A 716,748 0.634 -0.044 52.13 10.42
Br2d A 707,890 0.746 -0.379 -2.71 9.26
= 1d A 782,552 0.799 -0.955 -2.02 8.59

FEEEIE

= Zz2}Ake] | o Al | A=

ey | M9 G000e | e | feeors

= 59 A 2,833,184 0.699 0.062 5.06 13.82
Be 4d A 2,181,707 0.678 0.060 3.57 13.53
Br 3d A 2,027,122 0.704 0.036 1.69 14.22
Fxz2d A 2,308,278 0.745 0.007 0.80 13.48
P 1d A 2,307,344 0.850 -0.045 -0.83 11.81
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Neamtiu(2009)%] A7-¢= th& ZAFoltt. ol = AE&H 7] gt
A 7}§]r7} AT Ze A8 e Aandsts Al 23S
F7]1 Bos F2 geqpAed 23S Fa 7] WEeR siAH]
o = v Agole deEH} 2= FEAE Fo2 sty A

Bl i Al BE FAte] Wzl A7 olF A§HIAL
o FA7t EQRUY) W] QgAY A BEA AL Al
she A3 ZAstac Teu Fle) ASde T2 AAFA 3

2He T Q7] WRel AEEF AL AT FAow F83

=) Aokl EAIS Aow Bkl A,

<E IW-19> M A4 (RCDB) 2¢loll sk 5|42 2
28 1 =2y 2
A TFE -0.0474 (-3.91) *** -0.0518 (-3.97) ***
g ¥ 2 A 0.0135 (1.50) 0.0120 (1.25)
3| A 0.0906 (2.06) ** 0.0702  (1.50)
Z21ak dolo & -0.0302 (-2.62) ** -0.0312 (-2.52) **
AYge oER -0.0181 (-0.47) -0.0060 (-0.14)
o] 2} g vl] & 0.00001 (0.01) -0.0009 (-0.38)
wEo Z7hS 0.0267 (3.62) *** 0.0266 (3.19) ***
AN F7HE -0.0039  (-0.22) -0.0081 (-0.38)
g2 A S7HE -0.0486  (-1.60) -0.0445  (-1.26)
ddolo=rHE -0.0013  (-0.85) -0.0022  (-1.36)
AYFdER IS 0.0016 (0.14) 0.0014 (0.11)
oA R G & FUHE 0.0015 (0.77) 0.0028 (1.33)
Bojo] By rin| -0.0248  (-2.14) **
AW Hn| -0.0013  (-0.09)
Rl 0.3602 (5.19) *** 0.4087 (5.27)
Adj R-square 0.6791 0.6288
n 43 43
ool BE A9 3008 dehiE At 4RE 2E 294 9T 972
Azbolth, o714 F4M4 RCDB=HE 24 199 A45F factor] Bl
qrE vt ( ) Tt oulate, = 99% Fo|FE, * 95% frolF
F, % 90% Fro FEolA For ks or g



M S AgHsbe] W % BAY 85

ol Rwold A§EF MatelRel g 2ARA A

B2 o] 19 oy AgEFol W oiE FHUsE she] 23
HARAS ANG FHe <EM20>3 2oh

NG ATAS Fole G, AN D ANEAE Fol F
g% 4L Ve Ao yeim Aok & GR35, 3
AR o] & A9, FAA GgoldFel 2 AfelE FE 19 oy
o 5FE0] o|FAAA e FBol ¥ Ao unua Yok

<E WM-20> 25 14 U S3=™ o8 AH™ Logit 24 A}
TEWT
(=19 i S5x4 % gn)
714t -5.7527 (-2.31) **
g H 2 A 2.7597 (1.48)
B AR Y -29.6843  (-1.65) *
AL dholdE -112.880 (-1.67) *
AYde ER -8.3879  (-0.96)
o AR gH) & 3.3766 (1.52)
W= Sk 2.8967 (0.64)
A S7HE 10.7267 (1.94) *
g A ST 20.7267 (1. 58)
FHholg57HE -0.2573  (-0.64)
AREAEE S7HE -2.7199  (-0.89)
o|AE G & ST 0.05982 (1.02)
Fole] F= ¢ 41233 (1.61)
ekl 53.9257 (2.36) **
chi-square 38.14
n 43
Foo e A9e AN deE wgel 9EL v 29l B logi
AR AFolth. oA FEHSF BE 19 oy A&sH ¥A A48 E 4
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V. 229 A8 de 3 A=A

1. 24 283 7A A8

o E2d AP 4% W7

ol d=3 2ol AWFEANLL B AFxrauFo] BL
Golnt waA 2 £Axe) Baol we AgHsele] Ao
=qso] wAs T A% el g AN AA WIS AV =
o}217] AlZkstinh. 1930t) thEg A7) v AAl A 3] 1]
Apgolge] Wao, AHAEF] ¥ AV FEBYF| v}

Hrbswol FAA A 74 e AR ZA] 1AGRE7] AFet . 1931

dous AR BUEHO0COE Bl A AT Al A4
TES HEESR FoIM HxE &AM FE A wds=
sttt

AGF 7] S 197085 5438 AanH AT AFAFY] =
A

35 98l 1973d 2187 F 71 (Rule 15¢3-1, 1973), 197513 NRSRO
(FAUERMNY AZAEE £l ASHAAE AT Y8 A
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AGF7 AR T dde] AFshE Y] AlEekn =Y 27
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Y. Moody’s(Moody’s Investors Service)

1) A A&

Moody’s= 1900 John Moody & Companyzi= AFH AHEA

O 28708, ARAW, QAR B, 9, ﬂ%ﬁu u9)
EAZE 423 “Manual of Industrial and Miscellaneous Securities” =
WIEsPAA A JAE F53H7] AT Moody'se 19751
SECZ%-E] NRSRO A4S wotth.

E3)AQ1 Moody’s Corporationd] AlEele 41837t Hshe
Moody’s Investors Service?} 21-8%7}o} A Jr v 2 &7

AAEHYPFE EE3= Moody's AnalyticsZ T35 o] Atk Moody's
Investors Servicex™ 7|95 -8 L& (Corporate Finance Group), =& 7|%%
15 (Financial Institutions Group), T%38}=-& L4 (Structured Finance
Group), FAAAH] D& (Investors  Services Group), AFA7IELHE
(Business Development Group)2Z FA5 o] Ut} Moody’s Investors
Servicex 20140 & A 11088 <] N ~EL}; 1897 2] A&7} of

dezE #Belde Fa g

AgH kel g0l tgk Bao]l SHEEA Moody's= 20061 dH-H
A&F7 AT ARAFTATE st AESH7IAF= Moody's



V. 2249 4837 a8 A=A 93

Investors Service’} B98Il 41837} o]9]e] HRAF, A&HSA

TFxsH HAEE 2 AAdS T2 Moody's Analytics”F B8kl

Analytics = FFEH A

Moody's= 2014 d & AA AHA7IE 76% o] A-8-37}
star ok o] 20139 863k ol Hls] oF 109 A A%
ok o9} o] B{ AgsHFo] IA o A ==Y
=29 FAAEY JAZ ko] 2ok AEA S FrrAssr 2A 2
23 dleol 7]1gk

<¥ IV-1> Moody'se| A7} A &&

. = A A A -
B 27T | HIPA 7144 ABS .
T =lch } 14 DEES)
2013 53,383 3,418 40,008 76,464 728,627
2014 52,049 3,336 41,364 71,504 673,166

= W W AF F
A5 Moody’s, Annual Certification of Form NRSRO

Moody’s ¢ +%& AHEH Moody's Corporation®] 20143] A%
Folele el Hls) 122% F7He 339 3430tEHE 7]Eskal 9l
o FEEE BE A8 7E 5 Moody’s Investors Service®] 49
A ¥l 91% S7he 229 478092 E 71E3AAL, HRANIFER]
Moody’s Analytics®] 49> Zd thH] 18.6% <7}k 109 6,850%+H
E 71539tk oly3st FEsie] EHE Q18] Moody’s Corporation
o] Brlzele)e 99 gg7ovtEel = el s 22.9% F7FstAT

o] o]

o

2]

Ay ol uw vFALe) 5o vFe HA Folel 544%E



<33 IV-1> Moody’'s Corporation2| x|y %2l
(=9): wral)
4000
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o] T T T T 1
2010 2011 2012 2013 2014

mO|2 S RE =I|EXAY

Z}&: Moody’s, Annual Report

2183 7HEQ] Moody’s Investors Service®] 492 A &2l F7}
AE 7153t ot 2014 Moody’s Investors Service 912 229
%

o)
4,780v g 2 Hdel Hls] 91% s, Fholee Hdel nHls|
15.0% Z7}3F 129 27805281 S 7|25t ¢t

0149 % AFE Fo72E B 7|gH 7T ol 494%, TF235§
F&ol 19.0%, F871% H7} H¥o] 158% 1gal FFH7} FEo
15.9% 5 2HAetaL vk FEFE FlFxe ¥t FolE B 7 rt
FE2 tEREgFEe FulFTe Svkste d e 28713 2 ¥
TH7E o] HEe Ad oiEl Fasta gln
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<8 IV-2> Moody’s Investors Service2l AZw 9| F0|
(

9l: W wrere))

P

2500

2000

1500

1000 . . I
. . . . .

500

2010 2011 2012 2013 2014

B Corporate Finance Structured Finance
B Financial Institution B Public Finance

Z+E.: Moody’s, Annual Report

Lo

o} 20143 A1 A= Moody’s Analytics®] 4=
g 109 6850TtEEl S VISt o9 Ze F4A Al Yol
>~ 0]

Moody’s Corporation®] 42| S Moody’s Analytics”} 2FA|3h= HlZF
= 20139 304%14 2014 = 322% =2 S7Fe

Moody’s Analytics®] AbFF-EH F]FxE HY MIS9 41837}
AR AE XTI O ARATS 3 Tl AA 2] 535%

=2 © -
J12sta Qar, Blaa £ Aol MA| ol 307%E A5}
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M Research, data and analytics ™ Enterprise risk solution ™ professional services

ZA}&: Moody’s, Annual Report

Moody's= Pla7 o]9el= {3, ofrlol B ef&lofu]2]7to] 187) 9
ABALeE A AAl AR AR S FaL . ofrloke] Ag-elle A7HE,
T, 25, A%, &8, Hold, Bolde] Tl Ades Fa ok ol
HE°] Moody's= Moody’s ?1%=U|Ao}, Moody's {1tjo}, dH=4l-8%
7h = AN & WAAE Fa o

<E IV-2> Moody's 7#& X[AIS] M B3HIt MEQI & &

Ao

T

>

2391 | ojgeo} | 71E
AE&H7E AEQHE | 314 | 66 29 25 15 10
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<E IV-4> Moody’'se| slAIxl MESH doldd

Average One-Year Transition(1983~2014)

Aaa Aa A Baa Ba B Caa-C | WR
Aaa 85.87 7.23 0.99 0.00 0.09 0.01 0.01 5.81
Aa 0.73 | 84.68 8.73 0.54 0.07 0.05 0.00 5.20
A 0.02 145 | 86.58 6.07 0.50 0.14 0.06 5.18
Baa 0.02 0.06 332 | 86.14 3.65 0.73 027 | 581
Ba 0.01 0.04 0.24 534 | 74.67 8.21 124 | 10.25

B 0.00 0.02 0.09 0.28 408 | 7412 8.95 | 1245

Caa-C 0.00 0.01 0.02 0.12 0.38 6.92 | 6791 | 24.64

Average Three-Year Transition(1983~2014)

Aaa Aa A Baa Ba B Caa-C | WR

Aaa 63.16 | 16.62 272 0.03 0.36 0.00 0.00 | 1712
Aa 1.83 | 5950 | 19.94 1.96 0.53 0.29 0.03 | 1591

A 0.08 327 | 6483 | 13.98 1.67 0.50 024 | 1542
Baa 0.05 0.24 739 | 64.60 7.22 2.30 085 | 1735
Ba 0.01 0.07 083 | 1088 | 409 | 13.73 3.78 | 29.73
B 0.02 0.04 0.17 1.01 698 | 40.03 | 13.00 | 38.75

Caa-C 0.00 0.01 0.08 0.27 124 | 1016 | 29.17 | 59.08

F:1983~2014\d Ht 5F Hol&
Z}5.: Moody’s, Annual Certification of Form NRSRO 2014

Moody’s®] FZx3}5§ 4855 Holdds B 7|HH+ A

va] A85Te) Wl BA tehta o

2 21.8%°l ¥€3slar ot
Aa~Baas a9 AFde A&eF FABES HT 31.2%°]3 55 o

& HlEL 401%°) E3ta ),



<E IV-5> Moody's2| SFAMH & ES5 Ho|d&E

(21 %)
Average One-Year Transition(1983~2014)
Aaa Aa A Baa Ba B Caa-C | WR

Aaa 77.62 2.26 1.65 1.31 1.06 1.06 1.82 | 1322
Aa 492 | 68.73 5.36 3.59 2.34 2.61 4.76 7.69
A 1.15 328 | 67.53 6.35 3.80 3.55 6.48 7.85

Baa 0.34 0.69 314 | 65.73 6.04 539 | 11.78 6.89
Ba 0.15 0.22 0.98 414 | 61.19 732 | 19.34 6.65
B 0.04 0.08 0.20 0.81 3.95| 58.08 | 31.79 5.05

Caa-C 0.00 0.00 0.01 0.04 0.32 0.74 | 89.92 8.96
Average Three-Year Transition(1983~2014)

Aaa Aa A Baa Ba B Caa-C | WR
Aaa 43.29 3.34 2.78 2.61 2.30 2.64 813 | 3490
Aa 812 | 32.63 6.81 5.23 413 355 | 1717 | 2237
A 2.59 440 | 31.85 7.09 5.85 448 | 20.63 | 23.12
Baa 1.02 1.25 421 | 29.05 6.91 6.84 | 29.78 | 2093
Ba 0.59 0.74 2.18 486 | 25.29 770 | 38.64 | 20.00
B 0.13 021 0.62 1.96 465 | 2474 | 5297 | 14.73

Caa-C 0.02 0.02 0.06 0.19 0.85 1.01 | 67.06 | 30.79

T :1983~2014\ H TF Mol
Z}&: Moody’s, Annual Certification of Form NRSRO 2014

t}. S&P(Standard and Poor’s)
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ARE MAISFE I, 1966 McGraw-HillAFe] 100% AF3)AL7F = 9lom,
1975\ SECEZX-E] NRSRO F<1& Wttt

lii

S&P= 3 FEARAM¥A J|Bor NEHIl, FIASE, g
e, F4 24, vlolH, 71X #7t T o Eopd AMgS &
o A A A 2R A8 AFYG o] elol] S&P Capital 1Q+= THEEH
o] 84 A8 AF FFE 3t Jth S&P DJ Indices= =2
Qe = Asa 7HAH7E AuAE FFstal v @A 1% 50009 2
ol FExAPste] S&PAG] AFEO] o, S&PA|Gel Wl X|wia
Hol = Agol 4% 900082l o231 Ut} C&CE 719 FF

Aol S3tE ARAE MRIAE FEeka Utk

o
of
=
o %O

ik

o

S&P7} 10097) = 7kell A A85HS Fod A F FRE °F 34
Z gy o2 S&P7F widt 5 = 1107 1S 23}t QU
S&Pe| S AE = 1,157 0], e ~E #E A 2147 ot

<E IV-6> S&P2| Al 8HII i 3g
S A A
B 27T | BHIPA 714 ABS g
'—TL T g ]’ H QE,L?—I,LZH
2013 59,000 7,200 49,700 90,000 918,800
20143 61,000 6,800 53,000 85,200 970,200

F w7 o A E
A} F: S&P, Annual Certification of Form NRSRO

2014 3% McGraw Hill Financial®] &4 Ad oiv] 74% Z7}3
509 510092 HE 7|E3t AGETEE R Al89r T
o Hd tiH] 8.0% Z7138 249 550072 HE V=89, YIEF AMY

e A vlE 6.9% S7Fe 259 9,600 E 7] 53T
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<2l IV-4> McGraw Hill Financial =< 0|
(91 ke
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2011 2012 2013 2014
BASEIEY W F|Ep
A}E: McGraw Hill Financial, Annual Report
20149 % S&Pe] 49L& 2469 HE 7|53t = °olF 53.2% <
v ) 283 7tE T3 F9olal 468%+ e A8H7F ot
S&Pe] A&H7H-E 7ol 22 F§97] olFolE A&HHA St

AE YEhaL 3l

<3® IV-5> S&P XY 9 Fof
(&l )
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Z}5: McGraw Hill Financial, Annual Report
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S&Pe] ddolelS BW 2013d7hA] A|&A Q] S
014ddll= 22 F897] FAC 887 eFst dET
Adete] diqte HAE 7158

<& IV-6> S&P2| E¥ole Fol

1,000 282
809
800 720
600
400
200
0
-200
-400
-600

-583
-800

2011 2012 2013 2014
A}E: McGraw Hill Financial, Annual Report

S&P GA] ofrlo} Zb=o] XALE Fal glow, A|AL FH Y IEE
Fxleta ot S&P+= Q1%9] CRISIL(58.5%), EFo|¢ke] Taiwan Ratings
Corporation(51%)¢] BddE Attt &F, L2 dfole A&
B7FAFE o= AMFAE T oW T, Sk, g ojAjotelx Ab

FAE AARYoU BAATE FARAE g Uk

2) NgH7} A3

20149 % 7)F S&PY BEgS HYE 7R EY gL oH B

2 Bolu gloy PRIFELEL ¥ £F2 IS5 Yok A
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(241 %)

SF

0.50
1.74
4.86
17.05

24.88
61.40

48.02

)

=
L

R

0.24
0.44
1.46
512
15.92
33.84
53.92

1.02
6.62
9.10
15.03
19.05
27.60
66.55

0.00
0.03
0.14
0.86
4.07
16.22

44.15

=z
fL

0.09
0.31
0.53
1.34
2.59
5.71
31.66

A,

IV-7> S&P2| A FEE(20144 7|

]

Ir
ar

T 28 7

0.00
0.00
0.03
0.16
0.65
4.89
28.02

b}

<

°
pal

F el 71

7}

dA

: 1981~2014d

AAA
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BBB
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A} F: S&P, Annual Certification of Form NRSRO 2014
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<E IV-8> S&Po| 2 AtM ABSZ Moldd

(H: %)

Average One-Year Transition(1981~2014)
AAA | AA A BBB BB B CCC | WR

AAA 86.9 8.23 0.80 0.00 0.07 0.00 0.00 4.00
AA 042 | 90.12 4.19 0.72 0.13 0.06 0.00 4.33
A 0.06 0.66 | 89.87 4.65 0.47 0.17 0.01 4.20
BBB 0.01 0.03 146 | 89.57 2.39 0.47 0.05 5.87
BB 0.00 0.04 0.14 3.01| 8261 4.05 0.53 8.98
B 0.00 0.01 0.11 0.09 1.78 | 77.28 448 | 11.86

ccC 0.00 0.00 0.17 0.24 0.51 | 13.01 | 4333 | 14.72
Average Three-Year Transition(1981~2014)
AAA | AA A BBB BB B CCC | WR

AAA | 66.03 | 1858 3.48 0.30 0.15 0.07 0.00 | 11.40
AA 092 | 71.69 | 11.79 223 0.78 0.25 0.04 | 1229
A 0.12 215 | 7110 | 11.77 1.68 0.63 0.07 | 12.39
BBB 0.03 0.13 492 | 69.06 6.53 1.85 018 | 16.67
BB 0.02 0.08 0.59 993 | 51.22 9.05 1.24 | 23.77
B 0.02 0.02 0.34 0.61 6.38 | 42.18 549 | 28.99
cCcC 0.00 0.00 0.14 0.71 1.75 | 1646 | 1047 | 26.32

T 1981~2014\d Bt
A} F: S&P, Annual Certification of Form NRSRO 2014

S&Pe] Fx3la§ Al&Ta HolddS EHH Aol HlE) A&
9 WEAol =L AoE Yehta Utk AAASH FxE=d9 39
A T8 FANEL 491%E V1SSt A T o HlES 16.6%

2étal Atk AA~BBBS w9 Afole A&Fw FAMES Hi

|

=
39.0%°]a 3 3t Hl&2 24.4%
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<E IV-9> S&P2| SFM3A MESF Hol

e

24
=

(91 %)

Average One-Year Transition(1981~2014)
AAA | AA A BBB BB B CCC | WR

AAA | 80.22 2.63 1.23 0.85 0.59 0.71 0.81 | 12.86
AA 325 | 77.14 3.19 217 1.50 1.63 3.76 7.10
A 091 3.04 | 75.10 3.98 215 1.88 5.20 7.34
BBB 0.51 0.88 228 | 7313 4.08 3.31 7.84 6.88
BB 0.08 0.16 0.71 220 | 66.07 6.96 | 15.83 497
B 0.03 0.03 017 0.41 190 | 61.10 | 24.68 3.68

ccC 0.00 0.00 0.00 0.04 0.31 1.03 | 63.77 3.18
Average Three-Year Transition(1981~2014)
AAA | AA A BBB BB B CCC | WR

AAA | 4913 4.58 244 1.73 1.21 1.22 345 | 3524
AA 6.76 | 42.79 527 3.14 2.66 3.11 911 | 2215
A 242 501 | 38.23 5.93 3.51 353 | 11.09 | 23.27
BBB 1.57 1.66 398 | 3481 5.67 498 | 1534 | 21.45
BB 0.26 0.70 1.22 371 | 29.34 760 | 21.60 | 15.40
B 0.09 0.10 0.50 1.02 284 | 2710 | 23.64| 1055
ccC 0.01 0.01 0.05 0.18 0.63 134 | 2397 7.25

@ 1981~2014d BT FE& VE
A}8: S&P, Annual Certification of Form NRSRO 2014




2}. Fitch Ratings

1) E%

Fitch Ratingst 1913 AHE 5 IJALA 42183 7HE S4HOE G
S st AAAIZAA Moody’s, S&Pell ©]eo] Al MIAZ =2 A%
s 7|1=5t Joh 19971 d v]=9] Fitch Investors Service®} =

9] IBCA7} ¥ 3l¥ ©]F DCR, Thomson Bank Watchd] HS &
3 AFHFTES A ATA AR

Fitch Group2 X &2-9] Fimalac S.A.¢} ¥]=72] Hearst Corp©| &
o2 A2f/3t9 oY Fimalac S.A.9] A|#-& Hearst Corpoll ©jZts}l]
A= Hearst Corpe] Hu FF71 = At

ret  oft

Rl

Fitch Group-> Fitch Ratings, Fitch Solutions, Fitch Learning I
BMI Research@ 4% o] QlIt} Ftich Ratingsv 21-8%H7IAFE &
™, Fitch Solutions= 2184 25 2 B &£FHS A|Fstar 2l
7F #d AR AF AMulax ©@9stal At Fitch LearningS
o1g 7§k 3JAbo]™, BMI Researcht= AA|ZAA|EA, g8 2 &

off
o

o

do L oo of M
o

A

v}

4 BAEe AROZ St HAjolth
Fitch Ratings®] 41837} gL 714, o671 2 723854 5]

o, 719 ALF7HREFo] 2oIM = S&P, Moody'sell Bld] AE Hola
2Ath. Fitch Ratingse w&3% H9S Aoz daste] HAAZHLS=Z
5070 A4S +93kal AT} Fitch Ratingse] cfde]|~E+= 8299 o] ¢f
Je|2~E #Ak= 3269 ]t

=24 58§97 ]
Bl FEAFH viAE

4 22 589171 oA

& 752 Fitch Ratings7} ©@93stal 7]
Fitch Solutions’} ©%33}1 O‘VJ-. Fitch 9]
= Fx35HY Hrle} AT

T
Ao
l:llo ['Z.

2

mlm

el



8= Fitch DerivativesE ASALE FiL ov, 2248 F§97] ©]
S Fx3lEd HI7HE2 Fitch Ratings® §°3t3l 7|EF FARAF
MEL A Fst= BE-L Fitch SolutionsZ #8331t}

Fitch Ratings= A 3 37|49 AEH7IHHIEE AlwsiH 7Y
BHEE, 26718 BUHE, RIWUHRE, FESEE B, 5

AV, QmsEas 9 meAs HAREes T4 QY

A

Fitch Solutions= z@d°]H, ¥4 & /& 2 gefFst JEAF A
Hl 2 AEE $33kal 9o Fitch Ratings®] FRE Hvljsts Ad<]
g w F3tar At} Fitch Solutions”} A 3-3}F >
o A, 918 2 A Hrt &, FxRIwE &

MBI2E Algstal Sk

rlr

332 Fitch Ratings
A, 744 9 A

—lm

e

309 AE =2 S&PY)

i

20143 #A| Fitch Ratings®] T35 A5

1/3 3ot}

ot
h
-

<E IV-10> Fitch Ratingsel A& 7} oAl

_ = Al - A ) -
7 8718 | BRIA 14 ABS g
:IL”‘ a g ] =4 ]’ ] H 94 517_ ;—_HIZH
20134 49,821 3,222 15,299 53,612 204,303
2014 46,260 3,011 15,558 42 237 194,086

F oo aF A
Z}5.: Fitch Ratings, Annual Certification of Form NRSRO 2014
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V. 22 A4z

ol

Hade AYS AEAL 109

AR EELS S&PY Moody's9} HIS=gt =F& fFAgt 1o
AAAT T AgAAo] whsl] AAAFS 19 BEL0] 011%S 7=
st a, 39 FF RE8 034%S 7= AA~AF HY 55 9

TEIEE Fe&Y A5 ARz 2UA #-d fEssdY o
TE Feg st =2 FFES v stk 7IxPEE 2 2000
FH 2006097H A= @ FEES 7SROy 2007 FEEo] A%
et dar, 2008 HE 20100l ZAA iR FE7F #As Reg
o] #A43] sttt olol we} AAAT FE3EeAFS] 3d AT
=& 529%5 7ISskal gtk ERF 39 FARESC] 10d FAHRES
of v} F& FFs HEHE olddds Hola Y

<E IV-11> Fitchel A F (20144 7| &)
(2 %)
AR =S 3d FHRESE 10d FAFEE
7|95 SF 71 G SF 715 SF
AAA 0.11 0.95 0.34 5.29 0.97 0.50
AA 0.03 1.57 0.07 9,51 0.27 5.32
A 0.07 3.25 0.36 15.74 1.68 12.26
BBB 0.17 5.88 0.98 22.86 418 19.00
BB 0.94 12.93 4.01 32.02 10.26 20.80
B 1.93 19.74 6.72 43.65 10.79 31.48
ccc 23.52 4514 34.73 74.91 39.88 87.30

F 1 1990~20149 HiT F=& VE
A}E: Fitch Ratingss, 2014 Transition and Default Studies



110 AEH7PIAe G Ve 28 B
A AE5FY WolBde HE ASFE o4 AS B Aol
w5 wiFe]l Ee Ao Uehuth v BBBSFS AolE 4
& W& &3 HlEo] W3 X E Hola ok FUIEEY Aol
= A&sH B HEo] &% BlEdd HE ta =2 AR e
<¥ IV-12> Fitchel 3 At} A ESa TolHH
(91 %)
Average One-Year Transition(1990~2014)
AAA AA A BBB BB B CCC
AAA 87.18 5.30 0.22 0.00 0.00 0.00 0.00
AA 0.12 85.44 8.61 0.35 0.02 0.02 0.00
A 0.01 1.84 87.55 5.02 0.41 0.06 0.03
BBB 0.00 0.13 3.09 86.56 3.13 0.47 0.13
BB 0.02 0.03 0.08 7.32 75.52 5.63 1.22
B 0.00 0.00 0.18 0.35 7.53 75.50 4.56
ccC 0.00 0.00 0.00 0.29 1.74 17.01 46.08
Average Three-Year Transition(1990~2014)
AAA AA A BBB BB B CCC
AAA 66.55 11.15 1.15 0.11 0.00 0.00 0.00
AA 0.26 63.07 | 19.82 1.83 0.15 0.03 0.00
A 0.01 423 67.11 10.91 1.39 0.30 0.02
BBB 0.00 0.34 6.92 66.05 5.51 1.45 0.51
BB 0.00 0.14 0.57 16.36 44.60 8.84 1.86
B 0.00 0.00 0.30 1.63 14.52 46.81 341
CCC 0.00 0.00 0.00 1.94 5.01 25.69 12.92
F 1 1990~20143 FH F=E& 7E

Z}5.: Fitch Ratings, 2014 Transition and Default Studies



V. 224 A8371d e d89 A=A 111

Fitche] 723858 2855 Holdde wul A vl A85
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<E IV-13> Fitchel SFX A A S53 Mold Y

Average One-Year Transition(1990~2014)
AAA | AA A BBB BB B CCC | WR
AAA | 79.61 1.34 1.05 1.02 0.65 0.56 1.10 0.40
AA 6.82 | 70.68 4.24 3.36 2.03 1.35 1.29 0.66
A 1.96 499 | 69.27 5.54 3.06 2.32 197 | 043
BBB 0.48 127 | 3.67 | 67.20 5.71 4.76 3.36 0.57
BB 0.13 0.39 1.73 434 | 60.39 8.88 5.51 0.53

B 0.07 0.05 0.32 1.33 415| 59.46 | 10.75 0.47
CCC 0.01 - 0.05 0.15 1.48 208 | 4877 | 040
Average Three-Year Transition(1990~2014)
AAA | AA A BBB BB B CCC | WR

AAA | 4633 227 217 223 1.27 1.22 1.71 1.25
AA 1046 | 34.73 4.27 4.54 3.56 3.90 3.61 1.74
A 4.92 6.32 | 31.35 5.45 3.80 4.33 4.34 1.24
BBB 1.93 247 463 | 2917 5.19 5.60 5.50 1.56
BB 0.67 1.14 291 585 | 25.14 7.20 6.20 1.28
B 0.25 0.26 0.99 2.09 499 | 2477 8.81 1.22
CCC 0.05 0.03 0.17 0.33 1.34 1.89 | 15.75 1.08

F :1990~2014d Hit =& V|E
Z}5.: Fitch Ratings, 2014 Transition and Default Studies
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olel wet TS F2o LB F= FEHUT. Moody'sAt
8 2 49 1,7200r2 8 o]Fe] 9

S o8 AA Y9 oF 3% AP H, 2003~2007E AHH 18%
Q
O

<
Tz U A B AEANZ ATL B £l BEIE
etk olel@ #9718 Fujol weh AHAANES AHoR B

St A8H7F 7S =YL, ol gk #Ug 21837t 7]

Z79 RU%E Zeste @ 290 ek

of

’ A o == i =
<38 IV-7> Moody'se| == Y ZI 222 d¥a HMEE
18% CAGR 2003-2007 = 16%
Corporate
Finance, 17% 15% s
Financial
Institutions,
15% o
Moody's
Analytics, 31%
Moody's Structured  Corporate Financial  Public, Project
Analytics Finance Finance Institutions & Infrastructure
Finance
F o FYTE adEe 20089 IAAAE TlEelH, AGE Tere 2003

B 200739 dHF HAAEY
Z}&: Moody’s Investor Presentation
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