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Summary 

Credit ratings play a significant role in the fixed income markets as the entire regulatory 

framework is based on them.  Thus, a significant part of what investors can and cannot do is 

dictated by ratings.  Moreover, regulators and legislators have assumed that the credit rating 

scales of the three leading agencies (Moody’s, Fitch, and Standard & Poor’s) are equivalent.   

In this study we show that in the Mexican fixed income market this assumption is not true.  

Therefore, our findings call into question the very foundation of the regulatory environment of 

the most important Latin American fixed income market.  If our findings are also applicable to 

the U.S. fixed income market—a topic we are investigating at present— it would call for 

rethinking the global regulatory framework from scratch. 
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INTRODUCTION 

Credit ratings play a significant role in the fixed income markets.  The main reason is that ratings 

remain entrenched in the regulatory framework of most countries, including the U.S., the U.K., 

the Eurozone, and throughout Asia and Latin America.  In fact, what many institutional investors 

such as insurance companies and pension funds can and cannot buy is dictated to a large extent 

by ratings.  Ratings influence many risk management-related metrics, determine which assets can 

be used as collateral in a number of two-party transactions, and affect the liquidity and price of 

securities that are downgraded.  Moreover, less sophisticated investors still rely on ratings as a 

guiding benchmark to make investment decisions.  Also, credit ratings downgrades, especially 

when they reach the below-investment grade area, can force investors to sell their holdings under 

unfavorable market conditions.  In summary, credit ratings have an extraordinary power to 

influence the dynamics of all segments of the bond markets: corporate, sovereign, and structured 

products. 

On the other hand, the credit rating agencies −notwithstanding the setback to their reputation 

that they suffered after the subprime crisis− still enjoy a strong oligopoly power.  Moody's, 

Standard & Poor's (S&P), and FitchRatings (Fitch) command in aggregate a market share that 

exceeds 95% of the ratings market (Matthies, 2013).  There are probably many reasons behind 

this situation.  We can argue that one reason is that regulators in both, the U.S. and Europe, 

decided not to pursue any serious actions against the rating agencies after the subprime crisis.  

This is in clear contrast, for example, with the Enron scandal which resulted in Arthur Andersen 

surrendering its license and ceasing to exist.  Another reason is that regulators have maintained 

huge barriers to entry which obviously have protected the established players.  For example, 

consider the case of the U.S. Securities and Exchange Commission (SEC), which controls access 

to the American market by virtue of designating which organizations can qualify as Nationally 

Recognized Statistical Rating Organizations (NRSRO).  To obtain the desirable NRSRO status, a 

firm must prove −among other things− that it has been in the business of issuing paid-ratings 

and, selling them to an established group of clients for at least three years before being able to 

apply for such status.   

With this background it is not surprising that credit ratings have received an increasing amount 

of attention from the academic environment.  Previous research has addressed a number of 
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issues.  Given that credit ratings are supposed to reflect the degree of creditworthiness of an 

issuer, many authors have investigated if ratings do indeed capture this.  It has been noticed that 

over several-years periods credit ratings correlate well with observed default rates.  However, in 

shorter (one-year) periods, ratings are a less reliable predictor of default ( Zhou, 2001; Jorion and 

Zhang, 2007). 

Several authors have explored the capacity of credit ratings to influence market movements.  

They have concluded that ratings decisions, especially downgrades, do influence prices and 

liquidity.  They have speculated that the reason is that fixed income markets are not totally 

efficient and credit ratings, despite their shortcomings, do convey some information that is not 

readily available to all investors (Gonzales et al., 2004).  Other researchers have attempted to 

identify the factors that determine credit ratings.  In principle, credit ratings should capture 

quantitative factors such as financial ratios, combined with qualitative factors such as 

macroeconomic drivers and corporate governance elements.  The relationship between certain 

metrics (long-term debt, interest coverage ratios, as well as their evolution over time) and 

creditworthiness has been well-established.  Nevertheless, how to properly combine these 

quantitative metrics with qualitative factors to estimate credit ratings is still an area with many 

unresolved issues (Altman, 1968; Kamstra et al., 2001). 

Other scholars have looked into the stability of ratings over time and through the business cycle 

as well as the transition-probability matrices, that is, the likelihood that a given rating could 

change to a different category during a specific time-frame, typically, one year (Kim and Sohn, 

2008; Amato and Furfine, 2004; Loffler, 2004; Loffler, 2005).  Finally, it should be noted that 

most research has focused on corporate ratings, and less emphasis has been given to sovereign 

ratings and structured products. 

Matthies (2013) has provided the best succinct account of what previous credit ratings-related 

research has covered.  What is really surprising is that except for a recent study by Ghosh (2013) 

nobody has looked at the degree of agreement (or disagreement) between the ratings provided by 

the three leading agencies.  In other words, the assumption that the rating categories used by the 

three leading agencies are equivalent has been accepted unquestionably by regulators, 

politicians, and naïve investors.   
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At this point, it is necessary to introduce a few facts regarding the ratings scales and their 

meaning: 

[1]  S&P and Fitch give ratings, i.e., opinions regarding the creditworthiness of an issuer, based 

on a default probability criterion (the likelihood that the issuer might not be able to pay its future 

obligations).  Moody's claims that its ratings are based on an expected loss concept; that is, they 

take into account both, the default probability and the loss given default (LGD) or, alternatively, 

the recovery rate (market value of the defaulted security).  Based on these considerations, one 

should expect some degree of divergence between the ratings given by Moody's and the other 

two agencies, especially for securities associated with very low or very high recoveries.  

[2]  Fitch and S&P use the same symbols to designate their rating categories (AAA, AA, A, etc.), 

whereas Moody's uses a slightly different notation (Aaa, Aa, A, etc.).  For the purpose of this 

study we will consider seventeen rating categories.  Table 1 shows the ratings scales in detail. 

[3]  These scales are ordinal and they do not progress in a linear or regular manner.  Although the 

agencies have stated clearly that their scales reflect decreasing levels of creditworthiness, they 

have been reluctant to specify precise cutoff points between the rating categories.  The empirical 

evidence (observed default rates by categories) indicates that the overall trend is consistent: 

lower ratings correspond to higher default rates (see Table 1).  However, there are some 

anomalies, for instance, securities rated AA- by Fitch have performed better than those rated AA, 

and Aa1-rated bonds by Moody's have experienced lower defaults that those with a Aaa rating.  

Also, a visual inspection of the observed default rates by category seems to indicate that the 

existence of a one-to-one correspondence among categories is not apparent. 

[4]  Regulators and to a less extent investors, implicitly assume that there is a solid one-to-one 

equivalence between the rating categories of two different agencies.  For example, the definition 

of investment grade (essentially, the level above which institutional investors are allowed to buy 

securities) means either having a BBB- rating or a Baa3 rating.  In other words, both 

designations are treated as synonymous.  Another case in point, typically, bonds  with either a 

Aa3 or AA- rating are assigned always the same haircut value in tables dealing with fixed 

income securities held as collateral. 
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In summary, for all practical purposes, it has been assumed that the three credit ratings scales are 

equivalent.  Consequently, a violation of this assumption would have far reaching implications 

for it would weaken the conceptual foundation of much of the regulation of an important 

segment of the capital markets. 

To our knowledge, the only study that has challenged the notion of ratings equivalence is a 

recent report by Ghosh (2013).  The author investigated the differences between corporate 

ratings issued by Moody's and S&P in the U.S. market.  He considered the companies in the 

Russell 3000 index that had been rated by both, S&P and Moody's.  The study took six data 

points in the 2006-2012 timeframe and concluded that Moody's ratings were consistently lower 

that S&P's.  Somehow contrary to expectations, the author found that in industries that normally 

enjoy high and low recovery rates, the ratings differences were minimal. 

The focus of our study is the equivalence among credit ratings in the Mexican fixed income 

market by all three agencies.  Leaving aside that no such study has been conducted before; the 

Mexican market presents several interesting features.  First, it is the most developed fixed 

income market in Latin America.  Second, Mexico has carried out many market-liberalization 

reforms aimed at establishing a free-market economy, albeit with some setbacks.  And third, its 

economy (2013 GDP = US$ 2 trillion at PPP) is poised to soon overtake Brazil as the largest in 

Latin America.  Finally, Mexico, which has been an investment grade country since 2002 and a 

member of the OECD since 1994 (the first Latin American country to join this exclusive 

organization) is a good emerging market success story.  All these considerations make it relevant 

to explore the ratings-equivalence conundrum in this market.  

THE MEXICAN FIXED INCOME MARKET 

From 1994 until 2012, the period considered in this study, Mexico grew both, in terms of 

population and economic output.  Its population increased from 89.6 million in 1994 to 114.9 

million in 2012; and its GDP (at PPP) increased from US$ 785 billion to US$ 1,758 billion in the 

same period.  On a per capita basis its income reached US$ 15,311 at the end of 2012; that is, 

twice its 1994 level.  And the market capitalization of listed companies in 2012 was equivalent to 

44.3% of its GDP (in 1994 it was 24.7%).   
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In 2013, Mexico's total debt issuance (corporate plus sovereign), accounted for 34% of total 

Latin American debt issuance (Brazil was second with 30%).  More interesting, Mexico's bond 

market has always enjoyed a high level of foreign participation.  As of the end of 2013 the figure 

was around 40%.  This is in contrast with Brazil, the other big Latin American market, where 

foreign ownership of local bonds has never surpassed the 20% level.  In 2003, in relation with its 

government bonds contracts, Mexico pioneered a set of then-innovative collective action clauses 

that were adopted by many emerging market nations.  And as of the end of 2014 the volume of 

exchange rate derivatives in the Mexican market reached US$ 25 billion, from an almost zero 

level in 2005. 

In 2000, Moody's granted Mexico investment grade status, the first rating agency to do so; Fitch 

and S&P followed suit in 2002.  As of the end of 2012, the country sovereign ratings were 

BBB/Baa1/BBB according to Fitch, Moody's and S&P respectively.  In 1994 the sovereign 

ratings were BB/Ba2/BB+. 

The number of bond issuances in the period 1994-2012 (counting based on CUSIP numbers 

obtained from the Bloomberg database) was 1,015.  In terms of 2010 US dollars these issues 

amount to a total of US$ 297.3 billion.  Of these 1,015 issuances, 861 (85%) were rated by at 

least one of the three leading agencies.  In terms of dollar volume, the percentage rated at 

issuance was 97.2%. 

Of the 1,015 issuances, 376 were in local currency (37%); whereas in volume, the local currency 

issuance was only 2.1% (slightly more than US$ 6 billion).  Foreign currency bond issuances 

were dominated by US dollars (93%), followed by Euros (4%). 

Fitch, Moody's and S&P rated, respectively, 455, 731 and 551 bond issuances in this period.  In 

terms of 2010 US dollars the corresponding figures were US$ 236 billion, US$ 259 billion and 

US$ 253 billion.  Table 2 summarizes the basic information regarding bond issuances in the 

1994−2012 period.  Figures 1 and 2 show additional information regarding the rated debt 

market.  

It can be seen that no agency dominates any particular market segment, except for Moody's that 

enjoys a much higher fraction of the financial sector.  Also, the number of new issuances has 
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grown more or less steadily since 2002 (the year Mexico became investment grade by all three 

agencies) and the subprime crisis (2008) made only a small dent in the issuance volume.  

THE DATA 

We use two groups of observations for this study: (1) the rating(s) at issuance, of corporate debt 

issued during the 1994−2012 period; and (2) the rating(s) as of 2014-Q1 (current) of the 

outstanding corporate rated debt. 

Table 3 describes the two groups of data: at issuance and current.  We have collapsed all the 

observations with the CCC, CC, C and D (S&P and Fitch nomenclature) designation into one 

category simply because the agencies tend to report the data for these categories in aggregate 

terms.  Rating agencies make little or almost no difference between, for example, a CCC-rated 

bond and a C-rated bond.  Additionally, although strictly speaking these scales are ordinal, we 

have assigned a numeric rank of 1, 2, etc. to each category to facilitate comparisons.  

ANALYSIS  

There are three possible rating agency comparison pairs, and in each case, there are two possible 

comparisons: at issuance and current.   

Tables 4.1, 4.2, and 4.3 describe the comparisons based on ratings at issuance.  The ratings scales 

are compared using the Wilcoxon matched-pairs signed-ranks test (Wilcoxon, 1945); this non-

parametric test evaluates the difference between two rankings, using data from a paired-

observations design.  We analyze the aggregate data in each case and also perform comparisons 

by industry sectors as well as issuance-size in U.S. dollars.  Notice that since the rating scales are 

ordinal (ranked data) −not interval− a comparison using a parametric paired differences t-test 

would be inappropriate.  Table 5 presents the current rankings comparisons, but only in 

aggregate terms 

Table 6 displays the results of the inter-rater agreement comparisons using a kappa statistic to 

evaluate at-issuance and current ratings.  We consider three alternatives for the inter-rater 

agreement comparisons: (1) the simple kappa coefficient or unweighted kappa for simple 

agreement (Cohen, 1960); (2) a weighted kappa, considering weights of 1, 0.7, and 0.35, 

depending on whether there was agreement in the rating category, a one-notch disagreement, or a 
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two-notch disagreement, and 0 for other cases; and (3) a regular kappa for simple agreement 

considering only the seven broader rating categories (that is, collapsing the BBB+, BBB and 

BBB- categories in one broad BBB category, and so on).  The weights assigned in (2) before are 

consistent with conventional market practices of considering a one notch-disagreement not 

severe, but a three notch-disagreement "too much."  Finally, the Scott’s π-coefficient was also 

calculated but not reported here for space reasons: it was highly consistent with the respective 

kappas. 

We also consider those instances where ratings by all three rating agencies are available.  We 

conducted a non-parametric Friedman test of differences among the rankings given by the three 

rating agencies.  The differences among the rankings are statistically significant.  The test is 

significant χ
2 

(2, N = 308) = 50.21, p < .0001 for at issuance ratings and χ
2 

(2, N = 131) = 67.80, 

p < .0001 for current ratings.  Follow-up pairwise comparisons were also conducted using the 

Wilcoxon signed-rank tests analyses.  Table 7 shows these comparisons for at-issuance and 

current ratings. 

Finally, Table 8 shows the results of  pairwise comparisons of ratings at issuance, obtained by 

dividing the observations into two groups, based on the period of issuance: 1994−2002, that is, 

when Mexico was not yet an investment-grade country, by all agencies; and, 2003−2012, 

covering the investment-grade period. 

DISCUSSION OF RESULTS  

Let us first emphasize that the rating scales are just ordered categories, and therefore, an average 

ranking is not a meaningful concept.  Notwithstanding this caveat, a warning is appropriate: a 

naïve inspection of Table 3 might be interpreted as an indication that the three agencies give 

similar ratings and therefore, their scales are equivalent.  After all, 10.23, 10.82 and 11.44 (the 

average numerical rankings at issuance) do not seem that different.  The same could be said 

regarding the current ratings (average rankings equal to 9.81, 9.31 and 9.70 respectively). This 

conclusion, as we will see shortly, would be wrong.   

Tables 4.1 and 4.3 show (see bottom right corner) that overall Moody's and S&P ratings as well 

as S&P and Fitch ratings are not equivalent.  The comparison between Moody's and Fitch (Table 

4.2), at the aggregate level, shows no significant difference between the two ratings scales 
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distributions.  However, looking in more detail, we appreciate that the discrepancies between the 

ratings distributions are more noticeable when associated with large-size issuances.  In fact, in all 

three comparisons, we note that in the US$ 400 million plus segment, we see the most significant 

discrepancies (see the corresponding signed-rank score).  Also, in all three cases, in the smallest 

issuance-size segment (less than US$ 20 million), the differences are not significant.  This 

situation might be the result of having very few observations. 

In principle, we could have expected a high level of agreement between S&P and Fitch, since 

both give ratings based on the same concept: default probability.  Table 4.3, as already 

mentioned, indicates that this is not the case.  By the same token, since Moody's gives ratings 

based on an expected loss concept, we could have anticipated a substantial difference between 

Moody's and the other two agencies.  This is the case between Moody's and S&P (Table 4.1, 

S=−2955, p<.05).  However, between Moody's and Fitch, at the aggregate level, the hypothesis 

of no difference in the rankings’ distribution could not be rejected.   On the other hand, if we 

look at the industries in which Moody's and S&P, and, Moody's and Fitch, show significant 

differences (communications, energy, and industrial & materials) we detect that the gaps have all 

the same sign.  This might suggest that when there are rating discrepancies between Moody's and 

its two competitors they could be attributed to the different rating approaches, namely, default 

probability (S&P and Fitch) versus expected loss (Moody's).  

Table 5 shows the results of the Wilcoxon signed-rank test for the current ratings.  Here all three 

comparisons of differences are significant indicating that the three agencies' ratings are not 

equivalent.  The overall gaps reported in Table 5 (-0.20 and 0.39) are consistent−that is, they 

show the same tendency− with those (significant) gaps presented in Tables 4.1 and 4.3 (-.15 and 

.32).   

Table 6 displays the results of the agreement among the three agencies, using the three kappas 

described in the previous section.  The overall agreement is not high.  However, the ratings-at-

issuance show an interesting pattern.  The S&P and Fitch's kappas are higher than those of the 

other two pair-comparisons.  This seems to be in line with the fact that Fitch and S&P profess to 

employ the same rating criterion whereas Moody's is unique in relying on the expected loss 

concept.   
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The current-ratings panel, nevertheless, does not exhibit such clear trend.  It should be noted that 

discrepancies in ratings at issuance are solely the result of using different criteria.  On the other 

hand, discrepancies in current ratings might be the combined result of different criteria, and 

different levels of care in terms of monitoring the ratings.  It is impossible to isolate these two 

effects, and thus, one needs to be cautious when interpreting the results of such comparisons. 

Table 7 shows results that are remarkably consistent with those reported in Tables 4 and 5.  

When comparing issuances rated by the three agencies we obviously have fewer observations.  

In terms of current ratings, in all three comparisons, we find significant differences, as it was the 

case in Table 5.  The gaps also coincide in terms of the signs, in all three pairwise comparisons, 

with those reported in Table 5.  The ratings-at-issuance comparison shown in Table 7 (top panel) 

is also in agreement with the findings reported in Table 4.  The Moody's-Fitch comparison, 

again, is not significant.  But the remaining two comparisons, both significant, show gaps with 

the same signs as those reported in Table 4. 

Considering that Mexico became an investment-grade country in 2002, it makes sense to look at 

the dataset by dividing it in two groups: (i) before, and (ii) after such event.  Table 8 shows the 

results of the three pairwise comparisons, for both time periods.  In the 2003−2012 period all 

three comparisons are significant.  Not only that, they show the same tendencies (gap signs) as 

the results displayed in Tables 4.1, 4.2 and 4.3.  In the period 1994−2002 the differences are also 

significant.  There is, however, a noticeable fact.  While S&P and Fitch maintained the same type 

of discrepancy, before and after 2002, (namely, S&P gave lower ratings) the opposite happens 

between Moody's and its two competitors.  More precisely, initially Moody's tended to give 

lower ratings than both Fitch and S&P, but apparently during the second period, there was a 

ratings’ standards change and the opposite is observed. 

In summary, we find no evidence to support the view that the three rating agencies give ratings 

that can be considered to be equivalent as their respective distributions are dissimilar.  

Furthermore, our analyses suggest that S&P is consistently stricter than both Moody's and Fitch.  

The Moody's-Fitch discrepancy might seem weak based on the results reported in Tables 4 and 

7.  But, as the results in Table 8 indicate, this is not the case.  The fact that Moody's possibly 

changed standards after 2002, and went from more severe to more lenient, explains this situation: 
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the difference between Moody's and its competitors appears to be mitigated when analyzing the 

entire dataset simply because the discrepancies before and after 2002 might be "cancelling out."   

It is important to realize that the average rankings at issuance, as reported at the bottom of Table 

3, fall within the 10-11 range.  This is extremely relevant because this range, in ratings parlance, 

defines the difference between investment grade and junk.  More relevant however is the fact 

that the default probabilities associated with these ranks (10 and 11), as shown in Table 1, are 

quite different.   

Finally, let us note (Table 3) that the current ratings seem to be much higher than the ratings at 

issuance.  We also detect the same trend when looking at Table 5 and comparing the average 

rankings reported here with those reported in Tables 4.1, 4.2 and 4.3.  Figure 3 helps to explain 

this situation.  We can appreciate that the overall credit quality of the new issuances, especially 

after 2002 (the year Mexico became investment grade according to all three agencies), exhibits 

an upward trend.  Thus, the fact that the average rankings at issuance show a lower credit quality 

when compared against that of the current ratings is simply because of the influence of the earlier 

issuances. 

CONCLUSIONS 

The most important conclusion is that in the Mexican fixed income market the evidence does not 

support the assumption that the credit ratings from the three leading agencies are in any sense 

equivalent.  This is unsettling for two reasons.  

First, the entire regulatory framework in Mexico is based on the ratings-equivalence assumption.  

For example, rules such as, "cannot invest in any assets with a rating below Baa3/BBB-", or, 

"can only hold AAA/Aaa assets" and the like, are at the core of the country’s current regulation.  

Violation of the ratings-equivalence assumption undermines the rationality of such statements.  

This certainly calls to rethink the fundamentals of the regulatory framework and consider, as one 

potential solution, the possibility that the regulator might specify a well-defined ratings scale, 

independent of the agencies themselves.  And the agencies should only limit themselves to issue 

an opinion regarding which of the categories, as specified by the regulator, should be assigned to 

a new bond issuance.  This topic is clearly beyond the scope of the present study.  
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Second, and most disturbing, is the real possibility that our findings could reveal not only a 

feature of the Mexican market, but a general feature of the global fixed income markets.  There 

is reason to believe that such could be the case.  The recent study by Ghosh (2013) regarding the 

U.S. market, although it only considered ratings of companies listed in the Russell 3000 index, is 

revealing.  This author examined only S&P and Moody's ratings and concluded that there were 

significant discrepancies between both agencies.  

At present, we are investigating if our findings regarding the Mexican market hold true in the 

broad U.S. fixed income market.  Should that be the case, it would be an indication that the most 

important assumption at the root of the global regulatory framework of the fixed income markets 

is not valid.  That would call for rethinking the regulatory framework from scratch. 
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Table 1 

Rating Categories and 10-Year Cumulative Default Rates for: Moody’s, Fitch, and S&P 

Moody's Rating 

Categories 

Fitch and S&P 

Rating 

Categories 

Moody's Cumulative  

10-Year Default Rates 

(in percent)
1
 

Fitch Cumulative 

10-Year Default 

Rates (in percent)
2
 

S&P  Cumulative 

10-Year Default 

Rates (in percent)
3
 

1. Aaa 1. AAA 0.18 0.00 0.74 

2. Aa1 2. AA+ 0.25 0.00 0.50 

3. Aa2 3. AA 1.30 0.36 0.99 

4. Aa3 4. AA− 1.08 0.21 0.79 

5. A1 5. A+ 2.33 0.89 1.29 

6. A2 6. A 3.42 2.05 1.69 

7. A3 7. A− 3.27 2.53 1.74 

8. Baa1 8. BBB+ 2.66 2.39 2.73 

9. Baa2 9. BBB 4.50 4.79 3.91 

10. Baa3 10. BBB− 6.87 7.54 6.84 

11. Ba1 11. BB+ 13.87 10.15 9.05 

12. Ba2 12. BB 14.01 13.78 13.39 

13. Ba3 13. BB− 29.49 9.19 18.33 

14. B1 14. B+ 36.85 10.12 24.25 

15. B2 15. B 39.96 13.97 27.67 

16. B3 16. B− 46.84 10.19 32.94 

17. Caa1/Caa2/ 

Caa3/Ca/C 

17. CCC+/CCC/ 

CCC−/CC/C/

D 

79.35 39.54 51.35 

1
Source: Moody's Investors Service Average Cumulative Issuer-Weighted Global Default Rates by Alphanumeric 

Rating, 1983-2013 from "Corporate Default and Recovery Rates, 1920-2013” (February 2014). 

2
Source: Fitch Global Corporate Finance Average Cumulative Default Rates: 1990–2013 from "Fitch Ratings 

Global Corporate Finance 2013 Transition and Default Study" (March 2014). 

3
Source: Standard & Poor's Global Corporate Average Cumulative Default Rates By Rating Modifier (1981-2013) 

from "Default, Transition, and Recovery:  2013 Annual Global Corporate Default Study And Rating Transitions". 
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Table 2 

Corporate Debt Rated at Issuance by at Least One Rating Agency (RA) 

 

Volume in 2010  

US$ Billion Percentage of Total 

Volume:  
  

TOTAL $288.97  

In Local Currency $5.39 1.9 

In Foreign Currency $283.58 98.1 

 

 
Number of 

Issuances 
Percentage of Total 

Issuances:  
  

TOTAL 861  

In Local Currency 267 31.0 

In Foreign Currency 594 69.0 

Investment Grade [by at least one RA] 480 55.7 

Industrial Sector:          

Communications 197 22.9 

Consumer 136 15.8 

Energy 113 13.1 

Financial 222 25.8 

Industrials & Materials 149 17.3 

Other 44 5.1 

Issue Size:   

< US$ 20 Million 193 22.4 

US$ 20 - US$ 200 Million 219 25.4 

US$ 200 - US$ 400 Million 219 25.4 

US$ 400 plus Million 230 26.7 

Rated by:    

Moody's 731 84.9 

Fitch 455 52.8 

S&P 551 64.0 

Rated by Two RA:            

Moody's and S&P 455 52.8 

Fitch and Moody's 354 41.1 

Fitch and S&P 375 43.6 

Rated by All Three RA: 308 35.8 
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Table 3 

Number of Issues Rated At Issuance and Number of Issues with a Current Rating by: Moody’s, Fitch, and S&P 

   
Number of Issues Rated At Issuance 

by: 

Number of Issues with a Current 

Rating by: 

Moody's Rating 

Categories 

Fitch and S&P 

Rating Categories 

Numerical 

Rank Moody’s Fitch S&P Moody's Fitch S&P 

1. Aaa 1. AAA 1 15 4 13 0 3 0 

2. Aa1 2. AA+ 2 0 0 0 0 0 0 

3. Aa2 3. AA 3 3 0 1 0 0 0 

4. Aa3 4. AA− 4 4 0 0 0 0 0 

5. A1 5. A+ 5 6 0 0 0 0 0 

6. A2 6. A 6 60 17 0 77 52 3 

7. A3 7. A− 7 63 33 39 9 9 55 

8. Baa1 8. BBB+ 8 168 33 32 132 75 65 

9. Baa2 9. BBB 9 35 86 56 26 25 18 

10. Baa3 10. BBB− 10 41 66 72 26 25 25 

11. Ba1 11. BB+ 11 44 18 30 12 10 6 

12. Ba2 12. BB 12 67 51 87 1 10 12 

13. Ba3 13. BB− 13 76 56 66 11 16  

14. B1 14. B+ 14 39 57 72 7 15 13 

15. B2 15. B 15 56 7 47 15 7 20 

16. B3 16. B− 16 39 11 24 15 6 2 

17. Caa1/Caa2/ 

Caa3/Ca/C 

17. CCC+/CCC/ 

CCC−/CC/C/D 17 15 16 12 45 7 9 

  TOTAL 731 455 551 376 260 228 

 Average Numerical Rank* 10.23 10.82 11.44 9.81 9.31 9.70 

 Std. Deviation of Rank* 3.51 2.89 3.09 3.72 3.12 3.02 

*Rating categories were assigned a numerical rank from 1 to 17 in ascending order; the rating category AAA/Aaa was assigned the lowest ranking and the rating 

categories CCC+/Caa1 through D/C were assigned the highest ranking. 
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Table 4.1 Moody's vs. Standard & Poor's (S&P): Comparisons of At Issuance Ratings 

   
Average Ranking

1
 Std. Dev. of Ranking

1
 

Wilcoxon Signed-
Rank Test  

  
# of 

Issuances 
Moody’s S&P Gap

2
 Moody's S&P Gap 

Signed-
Rank 
Score 

p value 

Industrial 
Sector: 

Communications 155 10.19 10.75 -0.56 3.62 3.04 1.25 -1528 <.0001 

Consumer 57 12.42 12.35 0.07 2.23 2.06 0.98 30 0.525 

Energy 80 9.55 10.30 -0.75 1.57 1.66 0.77 -888 <.0001 

Financial 39 9.36 9.59 -0.23 5.69 5.44 2.08 -18 0.264 

Industrial & Materials 107 13.89 13.01 0.88 1.89 1.78 1.04 1128 <.0001 

Other  17 9.59 10.06 -0.47 2.79 2.73 0.51 -18 0.008 

Size of 
issuance: 

< US$ 20 Million 22 7.91 7.91 0.00 5.08 4.41 2.60 5 0.796 

US$ 20 − US$ 200 Million 77 11.82 11.73 0.09 4.20 3.78 0.93 62 0.383 

US$ 200 − US$ 400 Million 165 12.83 12.50 0.33 2.57 2.03 1.24 1087 <.0001 

US$ 400 Million Plus 191 9.76 10.43 -0.67 2.87 2.60 1.14 -2991 <.0001 

TOTAL 
 

455 11.13 11.28 -0.15 3.52 3.00 1.33 -2955 0.033 
1
 While averages and standard deviations are not valid for ordinal scales they are presented here for informative purposes only. 

2
A positive gap indicates that Moody’s has been more severe in its ratings; a negative gap indicates that S&P has been more severe. 
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Table 4.2 Moody's vs. Fitch: Comparisons of At Issuance Ratings 

   
Average Ranking

1
 Std. Dev. of Ranking

1
 

Wilcoxon Signed-
Rank Test 

  
# of 

Issuances 
Moody’s Fitch Gap

2
 Moody's Fitch Gap 

Signed-
Rank 
Score 

p value 

Industrial 
Sector: 

Communications 121 8.93 9.50 -0.56 2.90 2.89 1.16 -794 <.0001 

Consumer 58 11.98 11.84 0.14 2.10 2.31 1.15 48 0.256 

Energy 68 9.29 10.29 -1.00 1.52 1.52 0.49 -1073 <.0001 

Financial 27 7.37 8.41 -1.04 3.14 3.30 2.70 -76 0.009 

Industrial & Materials 74 13.93 12.46 1.47 1.77 1.99 1.02 1154 <.0001 

Other 6 9.33 9.50 -0.17 2.07 0.84 1.33 -2 1.000 

Size of 
issuance: 

< US$ 20 Million 17 9.41 10.35 -0.94 2.96 3.39 3.27 -16 0.223 

US$ 20 − US$ 200 Million 50 11.18 11.04 0.14 3.91 3.48 1.01 44 0.352 

US$ 200 − US$ 400 Million 106 12.58 12.05 0.54 2.34 2.20 1.46 743 <.0001 

US$ 400 Million Plus 181 9.07 9.60 -0.53 2.63 2.32 1.25 -2676 <.0001 

TOTAL 
 

354 10.44 10.57 -0.14 3.19 2.75 1.52 -1830 0.118 
1
 While averages and standard deviations are not valid for ordinal scales they are presented here for informative purposes only. 

2
A positive gap indicates that Moody’s has been more severe in its ratings; a negative gap indicates that Fitch has been more severe. 
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Table 4.3 Standard and Poor's (S&P) vs. Fitch: Comparisons of At Issuance Ratings 

   
Average Ranking

1
 Std. Dev. of Ranking

1
 

Wilcoxon Signed-
Rank Test 

  
# of Issuances S&P Fitch Gap

2
 S&P Fitch Gap 

Signed-
Rank 
Score 

p value 

Industrial 
Sector: 

Communications 117 9.79 9.53 0.26 2.47 2.91 1.17 438 0.001 

Consumer 61 12.02 11.74 0.28 2.13 2.33 0.86 57 0.022 

Energy 68 10.24 10.38 -0.15 1.56 1.44 0.50 -28 0.027 

Financial 34 11.53 10.82 0.71 3.99 3.52 1.09 88 <.0001 

Industrial & Materials 87 13.23 12.60 0.63 1.77 1.69 0.82 546 <.0001 

Other 8 10.50 9.88 0.63 1.60 0.99 0.74 5 0.125 

Size of 
issuance: 

<  US$ 20 Million 15 10.07 9.93 0.13 2.05 2.46 0.83 4 0.766 

US$ 20 − US$ 200 Million 75 12.23 11.77 0.45 3.17 2.95 0.70 254 <.0001 

US$ 200 − US$400 Million 114 12.20 11.87 0.33 1.83 2.10 1.12 354 0.001 

US$ 400 Million Plus 171 10.19 9.91 0.27 2.53 2.51 0.97 706 <.0001 

TOTAL 
 

375 11.20 10.88 0.32 2.67 2.66 0.97 3965 <.0001 
1
 While averages and standard deviations are not valid for ordinal scales they are presented here for informative purposes only. 

2
A positive gap indicates that S&P has been more severe in its ratings; a negative gap indicates that Fitch has been more severe. 
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Table 5. Pairwise Comparisons of Current Ratings 

  Average Ranking
1
 Std. Dev. of Ranking

1
 

Wilcoxon Signed-
Rank Test 

 
# of 

Issuances 

Rating 
Agency 1 

(RA1) 

Rating 
Agency 2 

(RA2) 
Gap

2
 

Rating 
Agency 1 

(RA1) 

Rating 
Agency 2 

(RA2) 
Gap 

Signed-
Rank 
Score 

p value 

Moody's (RA1) vs. S&P (RA2) 159 8.53 8.73 -0.20 2.98 2.54 0.77 -545 0.001  

Moody’s (RA1) vs. Fitch (RA2) 166 8.56 8.43 0.13 2.88 2.71 0.58 179 0.004  

S&P (RA1) vs. Fitch (RA2) 166 9.17 8.79 0.39 2.71 2.83 0.60 1232  <.0001  

1
 While averages and standard deviations are not valid for ordinal scales they are presented here for informative purposes only. 

2
A positive gap indicates that Rating Agency 1 has been more severe in its ratings; a negative gap indicates that Rating Agency 2 has been more severe. 
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Table 6. Inter-Rater Agreement: Comparisons of Ratings at Issuance and Current Ratings 

  Ratings at Issuance Current Ratings 

  

Moody's vs. 

S&P 

Moody's vs. 

Fitch 

S&P  

vs. Fitch 

Moody's vs. 

S&P 

Moody's  

vs. Fitch 

S&P  

vs. Fitch 

KAPPA 

Simple 

(Unweighted) 

Agreement 

Kappa Coefficient 0.295 0.198 0.500 0.428 0.692 0.451 

Standard Error 0.024 0.025 0.028 0.037 0.038 0.035 

95% Lower Conf. Limit 0.248 0.150 0.445 0.357 0.618 0.383 

95% Upper Conf. Limit 0.342 0.246 0.555 0.500 0.765 0.519 

Two-Sided P-Value 0.000 0.000 0.000 0.000 0.000 0.000 

Z-Value 12.282 8.072 17.811 11.740 18.420 12.976 

KAPPA 

Weighted 

Agreement 

Kappa Coefficient 0.612 0.542 0.737 0.707 0.854 0.764 

Standard Error 0.018 0.021 0.018 0.027 0.020 0.019 

95% Lower Conf. Limit 0.577 0.502 0.701 0.654 0.815 0.726 

95% Upper Conf. Limit 0.647 0.583 0.772 0.760 0.892 0.802 

Two-Sided P-Value 0.000 0.000 0.000 0.000 0.000 0.000 

Z-Value 34.254 26.292 40.455 26.078 43.415 39.540 

KAPPA for 

Broad Rating 

Categories 

Simple 

Agreement 

Kappa Coefficient 0.640 0.572 0.745 0.878 0.821 0.918 

Standard Error 0.028 0.033 0.028 0.033 0.038 0.025 

95% Lower Conf. Limit 0.586 0.508 0.690 0.813 0.747 0.869 

95% Upper Conf. Limit 0.695 0.636 0.799 0.943 0.895 0.968 

Two-Sided P-Value 0.000 0.000 0.000 0.000 0.000 0.000 

Z-Value 23.013 17.537 26.712 26.497 21.781 36.128 
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Table 7. Pairwise Comparisons of Issues Rated by All Three Rating Agencies  

   Average Ranking
1
 Std. Dev. of Ranking

1
 

Wilcoxon Signed-
Rank Test 

  
# of 

Issuances 

Rating 
Agency 1 

(RA1) 

Rating 
Agency 2 

(RA2) 
Gap

2
 

Rating 
Agency 1 

(RA1) 

Rating 
Agency 2 

(RA2) 
Gap 

Signed-
Rank 
Score 

p value 

At 

Issuance 

Moody's (RA1) vs. S&P (RA2) 308 10.58 10.88 -0.30 3.12 2.60 1.24 -3604 <.0001 

Moody’s (RA1) vs. Fitch (RA2) 308 10.58 10.61 -0.03 3.12 2.68 1.45 -395 0.6798 

S&P (RA1) vs. Fitch (RA2) 308 10.88 10.61 0.27 2.60 2.68 1.00 2200 <.0001 

Current 

Moody's  (RA1)vs. S&P (RA2) 131 8.01 8.30 -0.29 2.45 2.04 0.63 -599 <.0001 

Moody’s (RA1) vs. Fitch (RA2) 131 8.01 7.88 0.13 2.23 2.23 0.42 46 0.0002 

S&P (RA1) vs. Fitch (RA2) 131 8.30 7.88 0.42 2.04 2.23 0.55 880 <.0001 

1
 While averages and standard deviations are not valid for ordinal scales they are presented here for informative purposes only. 

2
A positive gap indicates that Rating Agency 1 has been more severe in its ratings; a negative gap indicates that Rating Agency 2 has been more severe. 
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Table 8. Pairwise Comparisons of Ratings at Issuance: 1994-2002 and 2003-2012 

   Average Ranking
1
 Std. Dev. of Ranking

1
 

Wilcoxon Signed-
Rank Test 

  
# of 

Issuances 

Rating 
Agency 1 

(RA1) 

Rating 
Agency 2 

(RA2) 
Gap

2
 

Rating 
Agency 1 

(RA1) 

Rating 
Agency 2 

(RA2) 
Gap 

Signed-
Rank 
Score 

p value 

1994−2002 

Moody's (RA1) vs. S&P (RA2) 197 12.64 12.43 0.21 2.53 2.23 1.35 1085 0.0061 

Moody’s (RA1) vs. Fitch (RA2) 117 12.39 12.11 0.28 1.95 2.10 1.70 554 0.0402 

S&P (RA1) vs. Fitch (RA2) 121 12.26 11.91 0.36 1.41 1.98 1.31 392 0.0039 

2003−2012 

Moody's  (RA1)vs. S&P (RA2) 258 9.98 10.40 -0.42 3.73 3.22 1.25 -3400 <.0001 

Moody’s (RA1) vs. Fitch (RA2) 237 9.47 9.81 -0.34 3.24 2.72 1.38 -2311 <.0001 

S&P (RA1) vs. Fitch (RA2) 254 10.70 10.39 0.31 2.96 2.80 0.75 1901 <.0001 

1
 While averages and standard deviations are not valid for ordinal scales they are presented here for informative purposes only. 

2
A positive gap indicates that Rating Agency 1 has been more severe in its ratings; a negative gap indicates that Rating Agency 2 has been more severe. 
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Figure 1.  Number of New Issuances Rated per year by Rating Agency: 1994−2012 
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Figure 2. Percent of New Issuances per Industrial Sector by Rating Agency: 1994−2012 
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Figure 3. Average Ranking at Issuance by Year 1994−2012 

 



 


