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APPENDIX A: Bond Ratings

S&P, FITCH | Moody’s Investment Grade

AAA Aaa High-graded investment bonds. The highest rating assigned, denoting extremely
strong capacity to pay principal and interest. Often called “gilt edged” securities.

AA Aa High-grade investment bonds. High quality by all standards but rated lower primarily
because the margins of protection are not quite as strong.

A A Medium-grade investment bonds. Many favorable investment attributes, but elements
maybe present that suggest susceptibility to adverse economic changes.

BBB Baa Medium-grade investment bonds. Adequate capacity to pay principal and interest but
possibly lacking certain protective elements against adverse economic conditions.

S&P, FITCH | Moody’s Speculative Grade

BB Ba Speculative issues. Only moderate protection of principal and interest in varied
economic times. (This is one of the ratings carried by junk bonds.)

B B Speculative issues. Generally lacking desirable characteristics of investment bonds.
Assurance of principal and interest may be small; this is another junk bond rating.

S&P, FITCH | Moody’s Poor Grade

COe Caa Default. Poor-quality issues that may be in default or in danger of default.

¢c Ca Default. Highly speculative issues, often in default or possessing other market
shortcomings.

C Default. These issues may be regarded as extremely poor in investment quality.
e Default. Ratings given to income bonds on which no interest is paid.
D Default. Issues actually in default, with principal or interest in default.

Source: Moody’s Bond Record and Standard & Poor’s Bond Guide
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