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RFC and Background 

»
approach for determining the issuer anchor point for Covered 

Bonds  

» Background: 
» EU Council/ECOFIN announcement and draft Directive, 27 June 2013. 

» Covered bonds clearly excluded from bail-in 

» Strong expectation that bail-in tool will be used in conjunction with bank 
resolution under the Directive 

= Sufficient certainty to propose an initial methodology adjustment 
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The RFC Proposal  

» The probability of issuer default is the starting point (anchor point) for all our covered 
bond ratings.  

» Current anchor point
rating (SUR) 

» The revised anchor point is relevant to both our Expected Loss (EL Model) and TPI 
Framework: 
» Under our Expected Loss modelling => EL (covered bonds) = PD (issuer) x cover pool losses. 
» Under our TPI Framework => CB rating typically capped at the level indicated by our TPI table, 

depending on (1) issuer rating and (2) TPI assigned to programme. 

 

» The new anchor point for covered bond ratings would be the higher of: 

 -2 notches; or 

  

with the number of notches depending on the level of unsecured debt / total liabilities. 

Exception: SUR+0 where very material government support already incorporated. 
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Scope and Impact of the RFC 

» Final methodology will be based on RFC, after review of comments 
received. 

» RFC is an initial, interim step  there remain many uncertainties around 
implementation of bank resolution. 

» Initial impact on ratings would affect CB rated  
(a) below Aaa and  

(b) below country ceiling.  

In addition, OC levels will be affected. 
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IVE FUTURE CREDIT RISK OF ENTITIES, 
CREDIT COMMITMENTS, OR DEBT OR DEBT-  

-LIKE SECURITIES. MO
RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT 
RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CRE

 NOT CONSTITUTE OR PROVIDE 
CHASE, SELL, OR HOLD 

RTI
AKE ITS OWN STUDY AND 

EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE 
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, 

DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS 
 

he possibility of human or mechanical error as well as other factors, however, all 
the information it uses in assigning a credit rating is of sufficient quality and from 

sources MOODY'S considers to be reliable including, when appropriate, independent third- n auditor and cannot in every instance independently verify or validate 
or (a) any loss or damage in whole or in part caused by, resulting from, or relating 
f its directors, officers, employees or agents in connection with the procurement, 

collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages 
ages, resulting from the use of or inability to use, any such information. The ratings, 

financial reporting analysis, projections, and other observations, if any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of 
fact or recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its own study and evaluation of each security it may consider purchasing, holding or 
selling.  

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR 
 

MIS, a wholly- ecurities (including corporate and municipal bonds, debentures, notes and 
commercial paper) and preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to approximately 

es. Information regarding certain affiliations that may exist between directors 
of MCO and rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at www.moodys.com 
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 current opinions of the relative future credit risk of entities, credit commitments, 
or debt or debt- JKK is a wholly-owned credit rating agency subsidiary of Moody's Group Japan 

-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors. It would be 
dangerous for retail investors to make any investment decision based on this credit rating. If in doubt you should contact your financial or other professional adviser. 


