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1. INTRODUCTION

“There are two superpowers in the world today in my opinion. There s
the United States and there's Moody s bond rating service. The United
States can destroy you by dropping bombs, and Moody s can destroy
you by downgrading your bonds. And believe me, it’s not clear
sometimes who's more powerful.”

- Thomas Friedman'

Credit Rating Agencies were primarily established to assess the creditworthiness
of corporate borrowers, who directly borrowed credit from public, without going
to a bank.? The first rating agency to be established was by John Moody in 1909
and it published a manual called “Moody s Analyses of Railroad Investments.”
It was the first rating publication in the history. Later by mid 1920s, others caught
up with the idea of having rating agencies. This marked the establishment of other
players in the rating business i.e. Standard Statistics, Poor’s Publishing and Fitch.
Later Standard Statistics and Poor’s Publishing merged.*The agencies have since
then grown manifold in size and influence.

Credit rating is “an opinion regarding the creditworthiness of an entity, a debt or
financial obligation, debt security, preferred share or other financial instrument, or
of an issuer of such a debt or financial obligation, debt security, preferred share or
other financial instrument, issued using an established and defined ranking system
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