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Our inde-
pendent rat-
ing advisory
service facili-
tates rela-
tions with
international
rating
agencies.
Based on
twenty
years of
expertise
analysing
banks in
emerging
markets
and our
indepen-
dence
from both
rating agen-
cies and in-
vestment
banks, our
advisory ser-
vice benefits
banks seek-
ing first time
ratings and
those want-
ing to appeal
against exist-
ing ratings.

This is the first issue of Rating Develop-
ments Review, which will from time to
time present original research on credit
rating related subjects of concern to
banks in emerging markets.

Topics will be based
on questions raised
over my past twenty
years working as an
advisor and senior
credit rating analyst,
covering hundreds
of banks in emerg-
ing markets. While
the in-depth experi-
ence comes from
dozens of countries
in Central & Eastern
Europe, Russia and
the CIS, Africa, the
Middle East and
Asia, several com-
mon themes of con-

cern to banks emerge. These relate to
the rules of thumb used by rating agen-
cies and how banks can best work with
them.

The first study—in this Review—is titled
“Rating Agencies’ Regional Bias with
Emerging Market Banks”. It compares
the ratings of 206 emerging market
banks that have ratings from more than
one agency. It finds that the agencies
exhibit surprisingly strong regional bi-
ases:

Moody’s rates low in Latin America
and high in Eastern Europe.
Fitch’s ratings are closest to the av-
erage.
Standard & Poor’s rates banks low
in Eastern Europe, Asia and other
emerging European markets.
S&P is rarely the best choice for ob-

taining a higher rating, possibly be-
cause its methodology is less flexi-
ble.
Sovereign rating differences explain
part of the biases; S&P’s relatively
low ratings may reflect added weight
given to adverse operating environ-
ments.
The Basel II process is forcing agen-
cies to reconsider the meaning of de-
fault; for banks, whether or not ex-
ceptional intervention by monetary
authorities constitutes a default of
sorts.
When discussing bank rating com-
parisons, rating agencies emphasize
their specialized bank ratings rather
than their long term issuer ratings;
this raises questions about the use-
fulness of long term issuer ratings.

This is an important analysis and it is a
surprise that similar comparisons have
not been made earlier. The agencies
were given time to comment on the
study, and I have incorporated their re-
marks where appropriate.

Please contact me if you have comments
about this study or if you wish to know
more about our rating advisory services
for banks in emerging markets. The next
Review’s theme is “Subordinated Debt
and Rating Agencies”.
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