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RATING DEFINITIONS FOR MOODY’S
Long – Term Debt Ratings

Aaa

Bonds, which are rated Aaa, are judged to be of the best quality. They carry the smallest degree of investment risk and are generally referred to as "gilt edged." Interest payments are protected by a large or by an exceptionally stable margin and principal is secure. While the various protective elements are likely to change, such changes as can be visualized are most unlikely to impair the fundamentally strong position of such issues.

Aa

Bonds, which are rated Aa, are judged to be of high quality by all standards. Together with the Aaa group they comprise what are generally known as high-grade bonds. They are rated lower than the best bonds because margins of protection may not be as large as in Aaa securities or fluctuation of protective elements may be of greater amplitude or there may be other elements present that make the long-term risk appear somewhat larger than the Aaa securities.

A

Bonds, which are rated A, possess many favorable investment attributes and are to be considered as upper-medium-grade obligations. Factors giving security to principal and interest are considered adequate, but elements may be present which suggest a susceptibility to impairment some time in the future.

Baa

Bonds which are rated Baa are considered as medium-grade obligations (i.e., they are neither highly protected nor poorly secured). Interest payments and principal security appear adequate for the present but certain protective elements may be lacking or may be characteristically unreliable over any great length of time. Such bonds lack outstanding investment characteristics and in fact have speculative characteristics as well.

Ba

Bonds, which are rated Ba, are judged to have speculative elements; their future cannot be considered as well assured. Often the protection of interest and principal payments may be very moderate, and thereby not well safeguarded during both good and bad times over the future. Uncertainty of position characterizes bonds in this class.

B

Bonds, which are rated B generally, lack characteristics of the desirable investment. Assurance of interest and principal payments or of maintenance of other terms of the contract over any long period of time may be small. 

Caa

Bonds, which are rated Caa, are of poor standing. Such issues may be in default or there may be present elements of danger with respect to principal or interest.

Ca

Bonds which are rated Ca, represent obligations which are speculative in a high degree. Such issues are often in default or have other marked shortcomings.

C

Bonds which are rated C are the lowest rated class of bonds, and issues so rated can be regarded as having extremely poor prospects of ever attaining any real investment standing.

Preferred Stock Ratings

Because of the fundamental differences between preferred stocks and bonds, Moody's employs a variation of our familiar bond rating symbols in the quality ranking of preferred stock. 

These symbols, presented below, are designed to avoid comparison with bond quality in absolute terms. It should always be borne in mind that preferred stock occupies a junior position to bonds within a particular capital structure and that these securities are rated within the universe of preferred stocks.

"aaa"

An issue rated "aaa" is considered to be a top-quality preferred stock. This rating indicates good asset protection and the least risk of dividend impairment within the universe of preferred stocks.

"aa"

An issue rated "aa" is considered a high-grade preferred stock. This rating indicates that there is a reasonable assurance the earnings and asset protection will remain relatively well maintained in the foreseeable future.

"a"

An issue rated "a" is considered to be an upper-medium-grade preferred stock. While risks are judged to be somewhat greater than in the "aaa" and "aa" classifications, earnings and asset protection are, nevertheless, expected to be maintained at adequate levels.

"baa"

An issue rated "baa" is considered to be a medium-grade preferred stock, neither highly protected nor poorly secured. Earnings and asset protection appear adequate at present, but may be questionable over any great length of time.

"ba"

An issue rated "ba" is considered to have speculative elements. Its future cannot be considered well assured. Earnings and asset protection may be very moderate and not well safeguarded during adverse periods. Uncertainty of position characterizes preferred stocks in this class.

"b"

An issue rated "b" generally lacks the characteristics of a desirable investment. Assurance of dividend payments and maintenance of other terms of the issue over any long period of time may be small.

"caa"

An issue rated "caa" is likely to be in arrears on dividend payments. This rating designation does not purport to indicate the future status of payments.

"ca"

An issue rated "ca" is speculative in a high degree and is likely to be in arrears on dividends with little likelihood of eventual payments.

"c"

This is the lowest-rated class of preferred or preference stock. Issues so rated can thus be regarded as having extremely poor prospects of ever attaining any real investment standing.

Note: As in the case of bond ratings, Moody's applies to preferred stock ratings the numerical modifiers 1, 2, and 3 in rating classifications "aa" through '‘b". The modifier 1 indicates that the security ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates that the issue ranks in the lower end of its generic rating category.

Issuer Ratings

Moody’s maintains five issuer rating systems: Senior Unsecured, Counterparty Ratings, Bank, Municipal and Senior Implied ratings. 

Issuer Ratings are unlike our long-term debt ratings in that they are assigned to issuers rather than specific debt issues. Specific debt issues of the issuer may be rated differently and are considered unrated unless individually rated by Moody's. Unless specified, obligations guaranteed by the issuer are considered unrated and are not covered by the issuer rating.

Use of the Senior Implied system is restricted to the speculative-grade universe, where it is employed in order to provide an indication of an issuer’s general creditworthiness abstracted from the details of an issuer’s capital structure and corporate organization. 

The Senior Unsecured system is more widely used and reflects the issuer’s actual circumstances.

Senior Unsecured Issuer Ratings 

Senior Unsecured Issuer Ratings are opinions of the ability of entities to honor senior unsecured financial obligations and contracts denominated in foreign and/or domestic currency. Foreign Currency Issuer Ratings are subject to Moody's Foreign Currency Country Ceilings. 

Counterparty Ratings

Issuer ratings that are assigned to derivative product companies and clearinghouses (known as counterparty ratings) are opinions of the financial capacity of an obligor to honor its senior obligations under financial contracts, given appropriate documentation and authorizations.

Bank Issuer Ratings 

Issuer ratings that are assigned to banks are opinions of the financial capacity of a bank to honor its senior unsecured financial contracts.

Municipal Issuer Ratings

Issuer ratings represent Moody’s opinion about debt-service-repayment capacity of a government entity. Issuer ratings are assigned based on Moody’s independent evaluation of a municipality’s specific credit characteristics. 

Senior Implied Ratings

Moody’s Senior Implied Issuer Rating are generally employed within the speculative-grade universe. The Senior Implied Issuer Rating is an opinion of an issuer’s ability to honor its financial obligations and is assigned to an issuer as if it had a single class of debt and a single consolidated legal entity structure. The Senior Implied Issuer Rating differs from Moody’s Senior Unsecured Issuer Rating, which speaks to an obligor’s senior unsecured obligations that may be junior in its capital structure and that also reflects the obligor’s actual corporate structure. By contrast, the Senior Implied Issuer Rating assumes away such structural and legal complexities. 

Issuer Rating Symbols

Moody's rating symbols for Issuer Ratings are identical to those used to show the credit quality of bonds. These rating gradations provide creditors with a simple system to measure an entity's ability to meet its senior financial obligations.

Aaa

Issuers rated Aaa offer exceptional financial security. While the creditworthiness of these entities is likely to change, such changes as can be visualized are most unlikely to impair their fundamentally strong position.

Aa

Issuers rated Aa offer excellent financial security. Together with the Aaa group, they constitute what are generally known as high-grade entities. They are rated lower than Aaa-rated entities because long-term risks appear somewhat larger.

A

Issuers rated A offer good financial security. However elements may be present which suggest a susceptibility to impairment sometime in the future.

Baa

Issuers rated Baa offer adequate financial security. However, certain protective elements may be lacking or may be unreliable over any great period of time.

Ba

Issuers rated Ba offer questionable financial security. Often the ability of these entities to meet obligations may be moderate and not well safeguarded in the future.

B

Issuers rated B offer poor financial security. Assurance of payment of obligations over any long period of time is small.

Caa

Issuers rated Caa offer very poor financial security. They may be in default on their obligations or there may be present elements of danger with respect to punctual payment of obligations.

Ca

Issuers rated Ca offer extremely poor financial security. Such entities are often in default on their obligations or have other marked shortcomings.

C

Issuers rated C are the lowest-rated class of entity, are usually in default on their obligations, and potential recovery values are low.

Note: Moody's applies numerical modifiers 1, 2, and 3 in each generic rating category from Aa to Caa. The modifier 1 indicates that the issuer is in the higher end of its letter rating category; the modifier 2 indicates a mid-range ranking; the modifier 3 indicates that the issuer is in the lower end of the letter ranking category.

Mutual Fund Credit Quality Rating Definitions

Moody's Money Market and Bond Fund Ratings are opinions of the investment quality of shares in mutual funds and similar investment vehicles that principally invest in short-term and long term fixed income obligations, respectively. As such, these ratings incorporate Moody's assessment of a fund's published investment objectives and policies, the creditworthiness of the assets held by the fund, as well as the management characteristics of the fund. The ratings are not intended to consider the prospective performance of a fund with respect to appreciation, volatility of net asset value, or yield.

The rating definitions are as follows: 

Aaa: Money Market Funds and Bond Funds rated Aaa are judged to be of an investment quality similar to Aaa-rated fixed income obligations, that is, they are judged to be of the best quality.

Aa: Money Market Funds and Bond Funds rated Aa are judged to be of an investment quality similar to Aa-rated fixed income obligations, that is, they are judged to be of high quality by all standards.

A: Money Market Funds and Bond Funds rated A are judged to be of an investment quality similar to A-rated fixed income obligations, that is, they are judged to possess many favorable investment attributes and are considered as upper-medium-grade investment vehicles.

Baa: Money Market Funds and Bond judged to be of an investment quality similar to Baa-rated fixed income obligations, that is, they are considered as medium-grade investment vehicles.

Ba: Money Market Funds and Bond Funds rated Ba are judged to be of an investment quality similar to Ba-rated fixed income obligations, that is, they are judged to have speculative elements. 

B: Money Market Funds and Bond Funds rated B are judged to be of an investment quality similar to B-rated fixed income obligations, that is, they generally lack characteristics of the desirable investment. 

Market Risk Rating Definitions

Moody’s mutual fund Market Risk (MR) ratings are opinions of the relative degree of volatility of a rated fund’s net asset value (NAV). In forming an opinion on the fund’s future price volatility, Moody’s analysts consider risk elements that may have an effect on a fund’s net asset value such as: interest rate risk, prepayment and extension risk, liquidity and concentration risks, currency risk, and derivatives risk. The ratings are not intended to consider prospective performance of a fund with respect to price appreciation or yield. 

The rating definitions are as follows:

MR1

Money Market Funds and Bond Funds rated MR1 are judged to have very low sensitivity to changing interest rates and other market conditions.

MR2

Money Market funds and Bond Funds rated MR2 are judged to have low sensitivity to changing interest rates and other market conditions.

MR3

Money Market Funds and Bond Funds rated MR3 are judged to have moderate sensitivity to changing interest rates and other market conditions.

MR4

Money Market Funds and Bond Funds rated MR4 are judged to have high sensitivity to changing interest rates and other market conditions.

MR5

Money Market Funds and Bond Funds rated MR5 are judged to have very high sensitivity to changing interest rates and other market conditions.

Note: A "+" modifier appended to the MR1 rating category denotes constant NAV money market funds and other qualifying funds.

Management Quality Ratings

Moody's management quality ratings are opinions as to the overall quality of the organization including the management characteristics and operational practices of either: asset management companies whose principal activity involves the investment management of institutional and/or retail assets.  Besides custodian banks whose principal activity involves the processing and safekeeping of securities or administrative service providers whose principal activity involves the pricing and accounting of securities, funds and other pooled investments. 

The ratings incorporate Moody’s assessment of a company’s organizational structure and other management characteristics, including its financial profile, risk management and controls, information technology, operational controls and procedures, regulatory and internal/external compliance activities and client servicing performance. Moody’s Management Quality Ratings will express an opinion upon the operations of that entity that are required within the jurisdiction in which the entity operates. Moody’s Management Quality Research Opinions will clearly address all operations on which an opinion is being given.

Moody's management quality ratings are different from traditional debt ratings, which are opinions as to the credit quality of a specific instrument. These ratings do not apply to a company’s ability to repay a fixed financial obligation, or satisfy contractual financial obligations either in its own right or any that may have been entered into through actively managed portfolios.

Moody’s ratings are not intended to consider the prospective performance of a portfolio, mutual fund or other investment vehicle with respect to appreciation, volatility of net asset value, or yield. 

Management Quality Rating Definitions

MQ1: Companies rated MQ1 are judged to be managed in an excellent manner. This rating indicates a strong management and control environment.

MQ2: Companies rated MQ2 are judged to be managed in a very good manner. This rating indicates an above-average management and control environment. 

MQ3: Companies rated MQ3 are judged to be managed in a good manner. This rating indicates an average management and control environment.

MQ4: Companies rated MQ4 are judged to be managed in an adequate manner. This rating indicates certain elements of weakness in the management and control environment.

MQ5: Companies rated MQ5 are judged to be managed in an unsatisfactory manner. This rating indicates a poor management and control environment.
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