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PRESS RELEASE: 

NON-FINANCIAL CORPORATE ENTITIES RATING 
CRITERIA 

London, Lisbon 31 March 2022 - ARC Ratings (‘ARC’) has published its updated 
Non-Financial Corporate Entities (‘NFC’) Rating Criteria. This is an update to the report 
published in March 2021. There are no material changes and as such no rating impact. The 
full criteria report can be accessed at www.arcratings.com. 

An ARC NFC’ rating is a forward-looking view of an issuer’s ability and willingness to meet its financial 
obligations as they fall due. Corporate credit quality and default risk is assessed over both the short 
term and the long term, with separate short-term and long-term ratings being accorded where 
necessary. While the Criteria are applicable to all NFCs, there might be certain industries, with specific 
characteristics, where ARC might need to adjust some aspects of these criteria and those adjustments 
will be disclosed and explained in the supporting rating reports. 

Typically, a strong linkage exists between short and long-term ratings. However, the rating process is 
dynamic and this linkage may be broken under certain circumstances, at the discretion of the rating 
panel. ARC’s table of mapping between medium-long-term and short-term ratings is available in a 
separate document, ‘ARC Ratings Credit Ratings and Other Analytical Products – Definitions and Scales’, 
available at www.arcratings.com. ARC’s approach to corporate ratings is to integrate quantitative 
analysis with qualitative analysis relating to key areas of financial performance and management. The 
objective is to assign ratings that are applicable throughout the various stages of the business cycle, 
as well as examining the ability of an issuer to meet its obligations under reasonable and stressed 
scenarios. This analysis takes into account the different fundamentals evidenced across the various 
industries that fall under the corporate sector. 

Different liabilities or obligations of an issuer can carry different levels of credit risk for reasons that 
include the size of the obligation, timing of the related payment, collateral, and other structural 
enhancements or legal characteristics. As a result, ARC’s first step is to assign an Issuer Credit Rating 
(ICR) which is deemed to be equivalent to the rating of senior (i.e. unsubordinated), unsecured debt, 
from which the ratings of all other debt issuances (Issue Credit Ratings) are notched up or down 
according to their characteristics and ranking and to the issuer’s debt structure as a whole. 

https://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-NF-Corporate-Entities-Criteria-31-Mar-2022.pdf
https://arcratings.com/wp-content/uploads/2021/08/ARC-Credit-Rating-and-Other-Analytical-Products-Definitions-and-Scales-5-Aug-2021.pdf
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While the debt maturity profile of an entity may differ from year-to-year, ARC assesses the 
creditworthiness of the entity over a full economic cycle. If principal and interest payments 
would appear to be especially onerous during any one-year period, the related default 
risk of the corporate in that year may define the overall rating in the context of all other 
meaningful considerations. Likewise, if an assessment of major risk events projects the 
occurrence of a risk related event within the horizon being analysed, the firm’s ability to 
manage the impact of such an event on its business will also become a key element to be 
considered within the rating analysis. Cyclical peaks and turnarounds are typical 
examples of such risks. 

Incorporating a mix of quantitative and qualitative factors, fundamental analysis forms 
the basis for ARC’s analytical approach. ARC’s ratings are based on a clear understanding 
of the fundamentals and risks of the rated organization and the industry (or industries) in 
which it participates. The goal of any credit analysis is to determine if and to what extent 
future cash flows will cover interest and principal payments. Thus, assigning a credit rating 
is a dynamic process, as each entity possesses unique characteristics and assumes 
varying levels of risk. Whilst appropriate financial and credit metrics will vary amongst 
companies in different sectors, ARC will benchmark a corporate’s financial performance 
and metrics against its peers. However, the individual financial metrics or credit ratios are 
not considered solely against the peer group, but their strength and relevance is 
determined by reference to all other company characteristics. 

Gaining an in-depth understanding of the particular issuer’s business, and its vision and 
strategy, is the foundation upon which ARC’s corporate credit ratings are based. At the 
outset, ARC will devote substantial efforts to understand, amongst other things, the issuer’s 
organisational history, corporate structure, management profile, business model, 
competitive position and its key strengths and weaknesses. 
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 DISCLAIMERS 

ARC Ratings, S.A. is registered as a Credit Rating Agency with the European Securities and Markets 
Authority (ESMA), within the scope of the Regulation (EC) Nº 1060/2009 of the European Parliament 
and of the Council, of 16 September, and recognised as External Credit Assessment Institution (ECAI). 

ARC Ratings (UK) Limited is registered as a Credit Rating Agency with the United Kingdom Financial 
Conduct Authority, within the scope of the Statutory Instrument Nº 266/2019, of 13 February, and 
recognised as ECAI. 
 

Credit Ratings assigned by ARC Ratings, S.A. or ARC Ratings (UK) Limited (together ‘ARC’ or 
‘ARC Ratings‘) are independent and forward-looking opinions on the capacity and willingness of an 
entity or the capacity of a transaction to make all required interest and principal payments on a 
given obligation in a timely manner interest and principal. The meaning of each rating category is 
explained in www.arcratings.com. ARC’s credit ratings are based on ARC’s published rating criteria. 

Ratings do not constitute a recommendation or offer or solicitation to buy or sell any investments 
that may be mentioned, and are only one of the factors that investors may wish to consider. The use 
of any rating is entirely at the user’s own risk. 

In the rating process, ARC adopts procedures and methodologies aimed at ensuring transparency, 
credibility and independence, and also that rating classifications are not influenced by conflicts of 
interest. 
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