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The Client: A Chinese investment management firm
Users: Credit Risk team

One of the responsibilities of the Credit Risk team at this investment manager is to monitor the
firm’s fixed income portfolio to identify any potential risks and opportunities. These investments
are mainly made in U.S. dollar-denominated Chinese assets, and include a number of local
government financing vehicle (LGFV) bonds and non-banking financial institution (NBFI) bonds.

Pain Points:
The Credit Risk team is very small and only had access to credit ratings and related publiclyavailable information to support its analysis. Much of this information is released on an annual
basis only, making it difficult to look at changes throughout the year. In addition, the team was
unable to tell how the credit ratings were determined and what might cause them to change. A
further complication was the absence of financial information for several issuers.
The team’s small size and lack of an ongoing monitoring system was becoming very challenging
given the heightened importance of risk mitigation at the firm, plus an expanding list of issuers in
the fixed income portfolio. The team wanted to enhance its risk management process to get a
better handle on the outlook for potential losses and recovery. Priorities included:
•
•
•
•

More detailed and timely information to support a thorough evaluation of issuers
and to provide an early-warning system to readily flag potential problems.
Insights into how assessments of creditworthiness are developed to know which
factors are important and could impact risk.
A tool to help evaluate the impact of economic conditions and rating actions on
current and potential investments.
Knowledge about how other firms use data and tools to manage credit risk.
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Enhancing the Risk Management Process
The Credit Risk team turned to S&P Global Market Intelligence (“Market Intelligence”) to discuss
the company’s ability to meet these needs.

The Solution:
Representatives from Market Intelligence focused the discussion on three components of their
offering: (1) RatingsDirect®, (2) Credit Analytics, and (3) the S&P Capital IQ platform.
(1)

RatingsDirect
RatingsDirect is the official desktop source for S&P Global Ratings' credit ratings and
research, combining ratings and research with comprehensive market data and risk
indicators. This component would help the Credit Risk team obtain a view of fixed income
markets at the industry, company, and issuer levels. It would also provide a robust
workflow solution for efficient credit analysis, as well as an understanding of the rationale
behind each rating.

(2)

The team wanted
to enhance its risk
management
process to get a
better handle on
the outlook for
potential losses
and recovery.

Credit Analytics
Credit Analytics delivers a suite of capabilities to help users ease their workflow when
running risk analysis on rated, unrated, public, and private companies. Market and
fundamentals-driven models would provide the Credit Risk team quick access to
Probabilities of Default (PDs) and quantitative credit scores¹ that broadly align with credit
ratings by S&P Global Ratings. Early warning indicators would facilitate easy monitoring of
credit deterioration, while contribution and sensitivity analysis would provide insights into
the importance of each factor impacting risk. In addition, an expanded PD framework
would create proxy PDs based on a combination of industry and geographic factors to
provide the needed context if financials were not available for any issuer.
While LGFVs and NBFIs cannot be scored with Credit Analytics, a parental/government
support overlay was mentioned as an alternative to gain insights on LGFVs, and diversified
banks as an alternative to gain insights on NBFIs.

(3)

The S&P Capital IQ Platform
This web-based platform offers a powerful array of financial and macroeconomic data,
analytics, and research. The financial data provides over 5,000 individual data items²,
including industry-specific metrics on 17 industries. Adjustments are made for
nonrecurring charges to enhance cross-company comparability and the details are
auditable down to the source documents. In addition to having access to these deep and
broad data sets, the platform would enable the Credit Risk team to stay on top of
developments by creating alerts on recent ratings changes in RatingsDirect and changes in
Credit Analytics PDs.

¹ S&P Global Ratings does not contribute to or participate in the creation of credit scores generated by S&P Global Market
Intelligence. Lowercase nomenclature is used to distinguish the credit scores generated by the model from the actual S&P Global
Ratings credit rating.
² As of March 2020.
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Enhancing the Risk Management Process
The Market Intelligence representatives took the time to describe how similar firms were using
these three components as part of their risk management systems. In addition, a Credit Analytics
specialist was available to address detailed questions about the methodology, country risk scores,
model performance, and more. A customized credit surveillance template was also discussed that
would present an issue versus issuer version of the information, which was important for the Credit
Risk team.
Key Benefits:
These three components of the Market Intelligence offering met the needs outlined by the Credit
Risk team. In particular, they valued:
1.

2.

3.

4.

5.

The ability to stay current with top stories in RatingsDirect, sector highlights, and
dynamic ratings distribution and credit ratings migration charts—plus credit research in
Chinese.
An easy-to-use web-based capability with Credit Analytics to automate the creation of
credit scores and PDs, plus an approach that can be used with limited financial data or
internal information on firms that may not be public or rated.
A well-tested methodology behind the Credit Analytics models with annual recalibrations to help keep the tools highly predictive of default risk, plus technical
documentation and white papers that explain the development process, use of data, and
overall performance.
The ability to boost productivity with access to extensive data on the S&P Capital IQ
platform and via an Excel® plug-in to perform company and industry research and
monitor companies and markets.
Training and on-going support to help the team understand the range of available
capabilities and continue to get the most out of the solutions.
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These materials have been prepared solely for information purposes based upon information generally available to the public and from
sources believed to be reliable. No content (including index data, ratings, credit-related analyses and data, research, model, software or
other application or output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in
any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P Global Market
Intelligence or its affiliates (collectively, S&P Global). The Content shall not be used for any unlawful or unauthorized purposes. S&P Global
and any third-party providers, (collectively S&P Global Parties) do not guarantee the accuracy, completeness, timeliness or availability of
the Content. S&P Global Parties are not responsible for any errors or omissions, regardless of the cause, for the results obtained from the
use of the Content. THE CONTENT IS PROVIDED ON “AS IS” BASIS. S&P GLOBAL PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR
USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT
THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Global Parties be liable to
any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal
fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in
connection with any use of the Content even if advised of the possibility of such damages.
S&P Global Market Intelligence’s opinions, quotes and credit-related and other analyses are statements of opinion as of the date they are
expressed and not statements of fact or recommendations to purchase, hold, or sell any securities or to make any investment decisions,
and do not address the suitability of any security. S&P Global Market Intelligence may provide index data. Direct investment in an index is
not possible. Exposure to an asset class represented by an index is available through investable instruments based on that index. S&P
Global Market Intelligence assumes no obligation to update the Content following publication in any form or format. The Content should
not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P Global keeps certain activities of its divisions separate from each other
in order to preserve the independence and objectivity of their respective activities. As a result, certain divisions of S&P Global may have
information that is not available to other S&P Global divisions. S&P Global has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.
S&P Global may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from
obligors. S&P Global reserves the right to disseminate its opinions and analyses. S&P Global's public ratings and analyses are made
available on its Web sites, www.standardandpoors.com (free of charge) and www.ratingsdirect.com (subscription), and may be distributed
through other means, including via S&P Global publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.
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