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S&P’s Rating Track Record: Meeting the Test of Time

Counterparty Credit Ratings

What is an S&P credit rating?

It is an opinion about credit risk—the ability and willingness of an
issuer to meet a financial obligation in full and on time. Credit ratings
also indicate credit quality—the relative likelihood that an issue may
default. S&P’s global ratings scale provides a benchmark for evaluating
the relative credit risk of issuers and issues worldwide. These default rate
tables underscore a key
point: Over time, the
higher the S&P rating,
the fewer defaults that

have been experienced

How S&P ratings perform:

The tables (below) show the default rates experienced for
each rating category over 30 years. For example, the 5-year
cumulative default rate for corporate bonds rated AAA has
been 0.39%, or less than four defaults for every 1,000
ratings. The 5-year cumulative default rate for AAA-rated
structured finance issues has been 0.81%.

Global Structured Finance Average Cumulative
Default Rates 1978-2009 (%) =

Time horizon (years)

Global Corporate Average Cumulative Default Rates (1981-2009) (%) !

Time horizon (years)
Rating 1 2 3 4 5 6 7 8 9 10 1 12 13 14 15

AAA 000 003 014 026039051 058 068 074 082 086 080 094 104 1.14 Rating 1 2 3 4 5 6 7 8 9 10
AA 002 007 014 024 033 043 052 060 067 074 081 087 093 098 1.02 AAA 011 046 071 078 081083 085 086 083 089
A 008 021 035 053 072 085 122 146 170 197 220 239 258 275 293 A 031 268 499 555 575 590 604 6.12 617 6.21
BBB 026 072 123 186 253 320 380 440 500 560 621 672 724 780 836 A 064 445 848 1010 1062 11.05 11.52 11.85 12.03 12.21
BB 097 294 527 749 951 11.48 1319 14.75 16.21 17.45 18.49 19.39 20.18 20.84 21.57 ppp 144 777 1421 1835 2050 21.82 22.69 23.38 23.92 24.35
B 493 10.76 15.65 19.46 22.30 24.57 26.47 28.06 29.44 30.82 32.04 33.04 33.99 34.85 3574 B 3.47 1351 20.29 25.37 27.43 28.63 29.60 30.26 30.73 31.14
Ccc/c 27.98 36.95 42.40 4557 48.05 49.19 50.26 51.09 52.44 53.41 54.32 55.33 56.38 57.28 57.28 B 8.53 21.84 30.02 36.97 41.04 43.04 44.41 4537 46.03 46.39
Investment-grade 013 035 060 081 124 158 190 220 250 280 308 331 355 378 404 ccc/c 52.74 64.54 68.62 70.99 72.57 73.50 74.12 74.47 74.79 75.00
Speculative-grade 444 868 1242 1546 17.90 19.86 21.72 23.25 2467 2596 27.08 28.02 28.91 29.68 3045  |nvestment-grade 054 333 610 737 790 822 846 861 872 880
All rated 163 323 467 589 690 7.79 855 923 9386 10.45 10.97 11.40 11.82 12.20 1260  Specylative-grade 17.67 28.15 34.57 39.63 42.20 4357 4458 4528 4577 46.11

All rated 362 7.59 10.89 12.71 1352 13.97 14.29 14.49 1462 14.72

Source: Standard & Poor’s “Global Structured Finance Default Study—1978-2009: Downgrades
Accelerate In 2009 Due To Criteria Changes and Credit Performance,” March 22, 2010

(a) Average cumulative default rates are derived by calculating “conditional on survival”
marginal default rates from experiences of each static pool and time horizon

(b) AAA ratings from the same transaction are treated as a single rating in
the calculation of this table

Source: Standard & Poor's “2009 Annual Global Corporate Default Study and Rating Transitions,” March 17, 2010

\\iiistandardandpoors.com/ratings/default-studies/en/us
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