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Ratings are opinions of credit risk
Investors use ratings to make decisions 

» Communicate credit risk of bonds to investors
» Ratings reflect our opinion of:

– Likelihood of a bond default 
– Expected financial loss suffered in the event of default 

» Our ratings are not:
– Guarantees against losses
– Recommendations to buy or sell
– Indications of market value
– Fixed; they may change over time
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Ratings range from Aaa to C

Rating Description
Aaa Highest quality, lowest level of credit risk
Aa High quality, very low credit risk
A Upper-medium grade, low credit risk 
Baa Medium-grade, moderate credit risk, may possess certain 

speculative characteristics
Ba Speculative, substantial credit risk 
B Speculative, high credit risk
Caa Speculative of poor standing, very high credit risk
Ca Highly speculative and are likely in, or very near, default, 

with some prospect of recovery of principal and interest 
C Typically in default, with little prospect for recovery of 

principal or interest 

Numerical modifiers assigned to each category

“Investment 
Grade”
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Rating methodologies guide our process
Each methodology consists of key rating factors

Key factors for single family MRB
» Financial position 
» Loan portfolio 
» Bond program structure 
» Management and governance 
» Legal framework and covenants 

Parity programs analyzed on consolidated basis
» Assess the ability of entire loan portfolio to support all series of bonds
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Key Factors for Single Family MRB
Each factor has a relative weight in our analysis

Financial position (45%)
» Balance sheet strength
» Cash flow projections
» Historical financial performance

Loan portfolio (25%)
» Portfolio performance
» Portfolio characteristics
» Mortgage type
» State and local real estate conditions
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Key Factors for Single Family MRB
Each factor has a relative weight in our analysis

Bond program structure (15%)
» Variable rate debt
» Counterparties

Management and Governance (15%)
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What else do rating agencies do?

» Answer investor questions
» Publish research on the HFA market and specific issuers
» Offer briefings and speak at conferences
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Moody’s Housing Team
Team rates range of transaction types

» The Housing Team is comprised of 13 analysts
» Ratings are assigned to the following bond types

» State Housing Finance Agency single family, multifamily and issuer
» Local Housing Finance Agency
» Privatized Military Housing
» Privatized Student Housing
» Public Housing Authority Capital Grant securitizations
» State Revolving Funds for clean water and drinking water programs
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ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION 
AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND 
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, 
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MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY 
RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS 
TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN 
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PROFESSIONAL ADVISER.

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, 
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reliable. Because of the possibility of human or mechanical error as well as other factors, however, all 
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all 
necessary measures so that 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-party sources. 
However, MOODY’S is not an auditor and cannot in every instance independently verify or validate 
information received in the rating process or in preparing the Moody’s publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, 
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or 
incidental losses or damages whatsoever arising from or in connection with the information contained herein 
or the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, 
employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such 
losses or damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or 
damage arising where the relevant financial instrument is not the subject of a particular credit rating assigned 
by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, 
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any 
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any 
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any 
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents, 
representatives, licensors or suppliers, arising from or in connection with the information contained herein or 
the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR 
OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER 
WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation 
(“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds, 
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, 
prior to assignment of any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating 
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