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1. Segments and sub-segments of entities subject to a credit rating 
Segments of entities subject to a credit rating are as follows. 

 

Segment 

Corporations 

Government agencies 

Local governments 

Sovereigns 

Structured finance products 

Investment corporations 

 

 

2. Assumptions for credit status assessment 
The following Subsection (1) through (8) apply to all segments of entities subject to a credit 

rating. 
 

(1) What is credit rating? 
Credit ratings are R&I's opinions on an issuer's general capacity to fulfill its financial 

obligations and the certainty of the fulfillment of its individual obligations as promised 
(creditworthiness). 

When assigning credit ratings to individual obligations, R&I first evaluates the default risk, 
i.e., the probability of the issuer defaulting by, for example, going bankrupt, and then, evaluates the 
recovery risk, i.e., the severity of losses in the event of default. 

Default risk analysis forms the base of R&I's credit evaluation and determines the issuer's 
ability to repay all of its financial obligations. R&I calls the credit rating at this stage an "Issuer 
Rating." The credit rating for an individual obligation is based on the Issuer Rating, and in general, 
the rating for an issuer's obligations is the same as the Issuer Rating. Since some obligations are 
backed by collateral or carry financial covenants or subordination clauses, however, R&I evaluates 
the recovery risk of an individual obligation and other factors, and incorporates the outcome into 
the rating, if necessary. Therefore, individual obligations issued by the same issuer may have 
different ratings assigned. R&I calls the credit rating at this stage a "Long-term Issue Rating." 

Credit ratings do not address any risks other than credit risk (including but not limited to 
liquidity risk, market value risk and price volatility risk of individual obligations). 

Credit ratings are indicated by a set of symbols predetermined for each type of credit ratings 
and may be presented with an indication of the Rating Monitor or a Rating Outlook. 
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(2) Types of credit ratings 
R&I assigns the following four types of credit ratings. Their respective definitions are 

available in Section 3 "Rating symbols and definitions." Issuer Ratings for sovereigns include 
Foreign Currency Issuer Ratings and Domestic Currency Issuer Ratings. 

 
Issuer Rating 
Long-term Issue Rating 
Insurance Claims Paying Ability 
Short-term Rating 

 

(3) Rating Outlooks 
A Rating Outlook is R&I's opinion concerning the medium term prospects for Issuer Ratings 

and Insurance Claims Paying Ability. Rating Outlooks are either Positive, Negative, Stable or 
Developing. 

A Positive or Negative Outlook is not a statement indicating a future change of a rating. If 
neither a Positive nor Negative Outlook is appropriate, a Stable Outlook is assigned. Even the 
rating of an issuer with a Stable Outlook may, depending on circumstances, be changed without any 
change of the Rating Outlook. For a rating that could be assigned either a Positive, Negative or 
Stable Outlook, the Outlook may be restrictively described as "Developing." 

For Issuer Ratings and Insurance Claims Paying Ability in the CCC category or lower, a 
Rating Outlook may not be assigned. When an Issuer Rating or Insurance Claims Paying Ability is 
placed on the Rating Monitor, a Rating Outlook will not be shown until it is removed from the 
Rating Monitor. 
 

(4) Rating Monitor 
The Rating Monitor is used to indicate that a rating is under special review because R&I 

judges that the rating may be changed. The Rating Monitor has three directions: "a view to 
upgrading," "a view to downgrading," and "direction uncertain." The rating on the Rating Monitor is 
indicated with brackets. Regardless of the possibility of a rating change, a rating may be on the 
Rating Monitor with "direction uncertain" to indicate that an event that could affect the 
creditworthiness has occurred. 

A rating could be placed on the Rating Monitor in the event of mergers, takeovers, capital 
tie-ups, or any other events that have a material impact on the issuer's business, a sudden 
deterioration in operational performance, and major changes in the issuer's operational 
environment. A review of the rating on the Rating Monitor generally requires a short period of time. 
Depending on the reason for the placement on the Rating Monitor, however, a review may take a 
relatively long time. 

 
A view to upgrading: The rating may be upgraded. 
A view to downgrading: The rating may be downgraded. 
Direction uncertain: The rating may be upgraded or downgraded. 
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(5) Rating actions 
R&I's rating actions are as follows: 

 

1) Assignment of a rating 
A rating is assigned to an issuer or obligation for the first time. 

2) Change of a rating 
A rating is changed. 

3) Affirmation of a rating 
A rating is determined to be the same as the previous rating as a result of a credit rating 

review. 
4) Placement on the Rating Monitor 

A rating is placed on the Rating Monitor. 
5) Retention on the Rating Monitor 

A rating remains on the Rating Monitor. 
6) Removal from the Rating Monitor 

A rating is removed from the Rating Monitor. 
7) Change of the Rating Outlook 

The Rating Outlook is changed. 
8) Withdrawal 

R&I may withdraw a credit rating when it considers the continuance of rating the issuer 
or obligation to be difficult due to insufficient data or information, or any other circumstances 
and such situation will unlikely be resolved, or when R&I accepted the request for rating 
withdrawal made by the issuer in accordance with certain procedures. 

If an obligation is extinguished due to maturity, early redemption or any other reasons, 
the credit rating for the obligation will also be extinguished. 

 
Note that R&I may publicly announce its opinion even though no rating action is taken, in an 

effort to provide investors with adequate information. 
 

(6) Preliminary ratings 
A preliminary rating is assigned when a provisional credit rating is needed for an individual 

obligation on which final terms have not been determined. A credit rating finally assigned may 
differ from the preliminary rating depending on, among others, the details of the actual contract of 
the individual obligation. When terms for the individual obligation with the preliminary rating are 
determined and a credit rating (which may be called a formal rating) is assigned, the preliminary 
rating will be extinguished. 
 

(7) Credit ratings for programs 
To enable flexible funding, arrangements may be made under which legal and other 

documents regarding the outline of financial instrument issuance are agreed upon in advance (i.e., 
program) and terms of issuance (e.g., currency, issue amount, maturity date, interest rate) are 
determined when an individual financial instrument is issued. R&I may assign credit ratings to 
such programs. 

How a credit rating for a program will be positioned varies depending on whether or not the 
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financial instruments issued under the program have the same creditworthiness. If the individual 
financial instruments issued under the program have the same creditworthiness, the credit rating 
for the program represents the creditworthiness of the individual financial instruments. On the 
other hand, if their creditworthiness differs, the credit rating for the program represents the 
creditworthiness of the financial instruments issued under certain terms of issuance. As regards 
credit ratings for programs, rating symbols and definitions for Long-term Issue Ratings or 
Short-term Ratings are used. 

R&I assigns credit ratings to programs such as medium-term note (MTN) programs, which 
are established mainly under overseas institutional frameworks, commercial paper (CP) programs 
in the Japanese market, and programs for structured finance products. 

 
1) MTN programs 

An MTN program offers various options to set terms of issuance for financial 
instruments in order to achieve flexible funding and ensure flexibility of terms of issuance for 
individual financial instruments. Therefore, creditworthiness may vary among individual 
financial instruments depending on the terms of their issuance. For some individual financial 
instruments with certain terms of issuance, R&I may not be able to evaluate their 
creditworthiness. 

With respect to an MTN program under which priority of claim (e.g., senior, 
subordinated) is predetermined for individual financial instruments, a credit rating 
represents the creditworthiness of an ordinary obligation with that priority of claim. On the 
other hand, a credit rating for an MTN program under which priority of claim is not 
predetermined for individual financial instruments represents the creditworthiness of an 
ordinary obligation with the priority of claim R&I specifies when assigning a credit rating. 
Note that an "ordinary obligation" refers to an obligation that has no special terms of payment 
(e.g., credit-linked provisions, index-linked provisions, interest deferral provisions) other than 
those commonly set for the given priority of claim. 
 

2) CP programs in the Japanese market 
A CP program is aimed at enabling flexible funding. While those called CP include the 

promissory notes defined in the Negotiable Instrument Act and the short-term corporate 
bonds in the Act on Book-Entry Transfer of Company Bonds, Shares, etc., CPs in Japan are 
usually used for a business practice that provides a simple promise to pay. R&I believes that 
creditworthiness does not basically vary among the individual CPs issued under a CP 
program in the Japanese market. A credit rating for a CP program represents the 
creditworthiness of the individual CPs issued under the program, unless individual CP 
contracts stipulate special terms. 
 
3) Programs for structured finance products 

In structured finance, the same rating stakeholder may issue financial instruments 
repeatedly and continuously using a program. R&I may assign a credit rating to such a 
program only if the program has certain terms that will prevent the individual financial 
instruments issued under the program from differing in their creditworthiness. A credit 
rating of a program for structured finance products represents the creditworthiness of the 
individual financial instruments issued under the program. 

 
Note that R&I may assign a credit rating to an individual financial instrument issued under a 

program, apart from a credit rating for the program, at the request of a rating stakeholder or for 
any other reason. 
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(8) What is default? 
In R&I's definition, "default" is a situation where financial obligations are not fulfilled as 

promised. As regards Issuer Ratings, when R&I believes that all financial obligations of the issuer 
are in default, a rating of 'D' will be assigned. 

In a periodical study of the relationship between Issuer Ratings and defaults, R&I counts 
issuers that have experienced any of the following events as default. 

 
1)  Legal bankruptcy 
2)  Failure to perform payment on a financial obligation 
3)  Petition for or implementation of restructuring of a financial obligation substantially 

disadvantageous to creditors 
 
Structured finance products are generally designed to prevent failure to meet financial 

obligations or to be remote from possible legal bankruptcy which can be caused by such failure. As 
such, it is inappropriate to identify "a situation where financial obligations are not fulfilled" as 
default. The definition of default for structured finance products is "payment shortfall," not "failure 
to meet financial obligations." That is, a situation where payments from the instrument fall short of 
the amount agreed upon in the contract, with no prospects for the given shortfalls being covered 
and the degree of the given shortfalls is material. 

As regards structured finance products, R&I identifies instruments in the situation of 
"payment shortfalls" and instruments rated in the CC category or below as default because there is 
extremely strong concern of falling short of payments in the future. 
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3. Rating symbols and definitions (Criteria for setting grades indicating the results of credit status 

assessment) 
Rating symbols and definitions apply to all segments of entities subject to a credit rating. 

 

(1) Issuer Rating 
An Issuer Rating is R&I's opinion on an issuer's general capacity to fulfill its financial 

obligations and is, in principle, assigned to all issuers. 
 
 

Category Definitions 
AAA Highest creditworthiness supported by many excellent factors. 
AA Very high creditworthiness supported by some excellent factors. 
A High creditworthiness supported by a few excellent factors. 

BBB 
Creditworthiness is sufficient, though some factors require attention in 
times of major environmental changes. 

BB 
Creditworthiness is sufficient for the time being, though some factors 
require due attention in times of environmental changes. 

B 
Creditworthiness is questionable and some factors require constant 
attention. 

CCC 
Creditworthiness is highly questionable and a financial obligation of an 
issuer is likely to default. 

CC All of the financial obligations of an issuer are likely to default. 

D 
R&I believes that all of the financial obligations of an issuer are in 
default. 

* A plus (+) or minus (-) sign may be appended to the categories from AA to CCC to 
indicate relative standing within each rating category. The plus and minus signs are 
part of the rating symbols. 

 
R&I assigns an Issuer Rating of D when it considers that all financial obligations of the issuer 

are in default. When it believes that only some of the obligations are in default, R&I does not assign 
an Issuer Rating of D and performs rating evaluations based on actual conditions. 
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(2) Long-term Issue Rating 
A Long-term Issue Rating is R&I's opinion on the certainty of the fulfillment of an issuer's 

individual financial obligations as promised. In addition to the probability of default, a Long-term 
Issue Rating also assesses the recovery rate (severity of losses in the event of default). Therefore, it 
may be lower or higher than the Issuer Rating. 

The definitions of a Long-term Issue Rating are also applicable to MTN programs and Shelf 
Registrations. 

For structured finance products, "default" in the definitions of CCC, CC and C categories 
includes "payment shortfall." 

 
Category Definitions 

AAA Highest creditworthiness supported by many excellent factors. 
AA Very high creditworthiness supported by some excellent factors. 
A High creditworthiness supported by a few excellent factors. 

BBB 
Creditworthiness is sufficient, though some factors require attention in 
times of major environmental changes. 

BB 
Creditworthiness is sufficient for the time being, though some factors 
require due attention in times of environmental changes. 

B 
Creditworthiness is questionable and some factors require constant 
attention. 

CCC 
An obligation is in default or is likely to default. The obligation in 
default may not be recovered in full. 

CC 
An obligation is in default or is highly likely to default. The obligation in 
default may only be partially recovered. 

C An obligation is in default and may hardly be recovered. 
* A plus (+) or minus (-) sign may be appended to the categories from AA to CCC to 
indicate relative standing within each rating category. The signs may also be appended 
to the CC category if the Long-term Issue Rating differs from the Issuer Rating, 
reflecting the terms and recoverability of the obligation. The plus and minus signs are 
part of the rating symbols. 

 
R&I normally assumes 20%-70% recovery on defaulted obligations. Ratings for defaulted 

obligations depend, in principle, on the recovery rate guidelines as shown in the table below. If R&I 
believes that the obligations can be fully recovered in the short term, however, a rating of B- may be 
assigned. 

 
 Recovery Rate Guidelines 

CCC 70% or higher 

CC 20%-70% 

C 20% or lower 

 
When it considers that only some of the obligations of an issuer are in default, R&I evaluates 

obligations that are not in default by assessing recovery risk and other factors based on the Issuer 
Rating. 
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(3) Short-term Rating 
A Short-term Rating is R&I's opinion on the certainty of the fulfillment of an issuer's 

short-term financial obligations as promised. A Short-term Rating is assigned to short-term 
programs such as commercial paper programs, an issuer's ability to repay short-term financial 
obligations, and individual short-term obligations. A Short-term Rating evaluates the certainty of 
the fulfillment of a short-term financial obligation as promised and does not reflect the severity of 
losses in the event of default. 

 
Category Definitions 

a-1 Certainty of the fulfillment of a short-term obligation is high. 

a-2 
Certainty of the fulfillment of a short-term obligation is high, though some 
factors require attention. 

a-3 
Certainty of the fulfillment of a short-term obligation is sufficient for the 
time being, though some factors require attention in times of major 
environmental changes. 

b 
Certainty of the fulfillment of a short-term obligation is not equal to that of 
a short-term obligation rated in the 'a' categories and some factors 
require attention. 

c 
The lowest rating. A short-term obligation is in default or is highly likely to 
default. 

* A plus (+) sign may be appended to the a-1 category to indicate a particularly high 
level of the certainty. The plus sign is part of the rating symbols. 

 
R&I considers a general correspondence relationship between Issuer Ratings and Short-term 

Ratings as shown in the diagram below. 
 

Issuer Rating and Short-term Rating correspondence relationship
Issuer Rating

AAA
AA＋
AA
AA－
A＋
A
A－

BBB＋
BBB
BBB－
BB＋
BB
BB－
B＋
B
B－

CCC＋
CCC
CCC-

CC
D

ｂ

c

(Note) The above diagram shows the general correspondence relationship.

Short-term Rating

a-1+

a-1

a-2

a-3
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(4) Insurance Claims Paying Ability 
An Insurance Claims Paying Ability is R&I's opinion on the certainty of the fulfillment of an 

insurer's insurance obligations as promised. It is not R&I's opinion on any specific policy or contract. 
 

Category Definitions 
AAA Highest claims paying ability supported by many excellent factors. 
AA Very high claims paying ability supported by some excellent factors. 
A High claims paying ability supported by a few excellent factors. 

BBB 
Claims paying ability is sufficient, though some factors require attention 
in times of major environmental changes. 

BB 
Claims paying ability is sufficient for the time being, though some factors 
require due attention in times of environmental changes. 

B 
Claims paying ability is questionable and some factors require constant 
attention. 

CCC 
Insurance claims payment is in default or is likely to default. Claims in 
default may not be recovered in full. 

CC 
Insurance claims payment is in default or is highly likely to default. 
Claims in default may only be partially recovered. 

C Insurance claims payment is in default and may hardly be recovered. 
* A plus (+) or minus (-) sign may be appended to the categories from AA to CCC to 
indicate relative standing within each rating category. The plus and minus signs are 
part of the rating symbols. 

 

* Others 
・ "Category" is a range of rating symbols that encompasses a rating symbol with a plus (+) sign 
to that with a minus (-) sign. 
・ "Notch" is a one-level difference of the rating symbols including plus and minus signs. 

 

 

4. Policy and method for enabling a rating stakeholder to verify whether there are any factual 

misperceptions 
Prior to providing or making available to the public the credit ratings it determined, R&I 

allows a rating stakeholder to verify whether there are any factual misperceptions as to the 
principal information R&I used when determining the given credit ratings. R&I will provide the 
rating stakeholder with a reasonable time necessary for expressing its opinion regarding whether 
there are any factual misperceptions, before R&I publicly discloses the credit ratings. However, in 
cases where the public announcement of the determined credit ratings may be unreasonably 
delayed, R&I may make the public announcement without waiting for the verification from the 
rating stakeholder in order to comply with the statutory requirement that credit ratings shall be 
publicly disclosed without delay after being determined. 
 

 



■Contact : Sales and Marketing Division, Customer Service Dept.  TEL. +81-(0)3-6273-7471  E-mail. infodept@r-i.co.jp 
■Media Contact : Corporate Planning Division (Public Relations) TEL. +81-(0)3-6273-7273 
Rating and Investment Information, Inc.  TERRACE SQUARE, 3-22 Kanda Nishikicho, Chiyoda-ku, Tokyo 101-0054, Japan  https://www.r-i.co.jp

Credit ratings are R&I's opinions on an issuer's general capacity to fulfill its financial obligations and the certainty of the fulfillment of its individual obligations as promised (creditworthiness) and are not 
statements of fact. Further, R&I does not state its opinions about any risks other than credit risk, give advice regarding investment decisions or financial matters, or endorse the merits of any investment. 
R&I does not undertake any independent verification of the accuracy or other aspects of the related information when issuing a credit rating and makes no related representations or warranties. R&I is not 
liable in any way for any damage arising in relation to credit ratings (including amendment or withdrawal thereof). As a general rule, R&I issues a credit rating for a fee paid by the issuer. For details, 
please refer to https://www.r-i.co.jp/en/docs/policy/site.html. ©Rating and Investment Information, Inc.
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5. Policy and method for determining a credit rating in cases of determining a credit rating without a

solicitation from any rating stakeholder
R&I may determine a credit rating at its discretion without a solicitation from any rating 

stakeholder. The rating symbols are the same as those used for solicited credit ratings. Therefore, in 
order to distinguish unsolicited credit ratings from solicited credit ratings, "op" is suffixed to the 
symbols to indicate unsolicited credit ratings, except those for sovereigns. 

An unsolicited credit rating is withdrawn if a solicited credit rating is assigned. R&I may also 
withdraw an unsolicited credit rating at its discretion. 

June 10, 2022 

The Rating Determination Policy and the Rating Methodologies R&I uses in connection with evaluation of creditworthiness 
(collectively, the "Rating Determination Policy and Methodologies") are R&I's opinions prepared based on R&I's own analysis 
and research, and R&I makes no representation or warranty, express or implied, as to the accuracy, timeliness, adequacy, 
completeness, merchantability, fitness for any particular purpose, or any other matter with respect to the Rating 
Determination Policy and Methodologies.  Further, disclosure of the Rating Determination Policy and Methodologies by R&I 
does not constitute any form of advice regarding investment decisions or financial matters or comment on the suitability of any 
investment for any party.  R&I is not liable in any way for any damage arising in respect of a user or other third party in 
relation to the content or the use of the Rating Determination Policy and Methodologies, regardless of the reason for the claim, 
and irrespective of negligence or fault of R&I.  All rights and interests (including patent rights, copyrights, other intellectual 
property rights, and know-how) regarding the Rating Determination Policy and Methodologies belong to R&I.  Use of the 
Rating Determination Policy and Methodologies, in whole or in part, for purposes beyond personal use (including reproducing, 
amending, sending, distributing, transferring, lending, translating, or adapting the information), and storing the Rating 
Determination Policy and Methodologies for subsequent use, is prohibited without R&I's prior written permission. 

Japanese is the official language of this material and if there are any inconsistencies or discrepancies between the information 
written in Japanese and the information written in languages other than Japanese the information written in Japanese will 
take precedence.


