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Aug 16, 2018 
 

R&I Issues a Report: Increased Importance of Environmental Factors  

in the Evaluation of the Automobile Industry 

 
 
     On August 16, Rating and Investment Information, Inc. (R&I) issued a report titled "Increased 
Importance of Environmental Factors in the Evaluation of the Automobile Industry - May Influence 
Future Competitiveness - Explanation on How to Reflect Such Factors in Credit Ratings"(Japanese 
only). In this report, R&I explains how environmental factors, such as carbon dioxide emission control, 
prevention of air pollution and the related environmental regulations, are considered in credit ratings, 
according to the evaluation criteria of the rating methodology by sectors. The summary is as follows: 
 
     There are rising interest towards ESG investment. The Paris Agreement and environmental 
regulations urge companies to make efforts to preserve environment. In terms of the ratings for the 
automobile industry, the importance of environmental factors such as carbon dioxide emission control, 
prevention of air pollution and the related environmental regulations is high. 
     R&I takes account of ESG factors in its rating analysis. Environmental factors are one of the 
causes that heighten industry risk of passenger vehicles. The companies will have to improve engine 
efficiency and foster electrification of vehicles; such movement would result in intensified competition 
and increased investment burden.  
     The current credit ratings of automobile makers reflect environmental factors through 
"technological and development capabilities," an evaluation element for individual firm risk. R&I 
assumes that the industry will face tighter regulation and EV shift in the future; therefore, the 
materiality of environmental factors in credit ratings will increase. Environmental factors will be a risk 
to competitiveness of many companies, but if a company can establish a competitive advantage by, for 
example, commercializing attractive EVs, such factors will become a market opportunity. 
 
     Subscribers can read the full report through Credit Express (Japanese only). For further detail on 
Credit Express, see the following URL: 
 
https://www.r-i.co.jp/rating/products/creditexpress/index.html 
 
     As a signatory of the Statement on ESG in Credit Ratings related to the UN-supported Principles 
for Responsible Investment (PRI), R&I is developing research on the relationship between ESG 
factors and credit ratings. R&I is planning to announce its view on ESG factors as well as its 
perspective by sector. R&I will continue to provide useful information that will contribute to the 
sophistication of ESG investment methods and corporate disclosure. 
 
 
 
 
 
 
 
 
 
  "Credit Express" is not the Credit Rating Business, but one of the Ancillary Businesses (businesses excluding Credit Rating 
Service but are ancillary to Credit Rating Activities) as set forth in Article 299, paragraph (1), item (xxviii) of the Cabinet Office 
Ordinance on Financial Instruments Business, etc. With respect to such business, relevant laws and regulations require 
measures to be implemented so that activities pertaining to such business would not unreasonably affect the Credit Rating 
Activities, as well as measures to prevent such business from being misperceived as the Credit Rating Business. 
 


