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PRESS RELEASE: 

GLOBAL STRUCTURED FINANCE SERVICERS 
QUALITY RATING CRITERIA 

London, Lisbon, 23 June 2022 - ARC Ratings has published its new Global Structured Finance 
Servicers Quality Rating Criteria. This report had previously been published in draft form for 
public consultation. No comments were received. 
ARC’s Global Structured Finance Servicers Quality Rating Criteria can be accessed via the 
following link, www.arcratings.com. 

ANALYTICAL APPROACH 

ARC's Global Structured Finance Servicers Quality Rating Criteria provides a comprehensive analytical 
framework for servicer quality ("SQ") ratings. The Criteria incorporate material changes to the existing 
methodology published in September 2021. Application of the updated Criteria may result in different 
rating outcomes for existing ratings assessed in accordance with the previous Criteria. 

ARC's SQ Criteria entails a comprehensive assessment of a servicer's management capacity, 
operational capabilities and financial health to perform a servicing function. The objective of a SQ rating 
is to evaluate how effective a servicer is at preventing, managing/minimising delinquencies, and 
maximising recoveries in the event of default. ARC's SQ rating is applicable to both seller/servicers and 
third-party servicers across all jurisdictions. The types of servicers ARC's Criteria typically contemplate 
include primary servicers, special servicers, master servicers and standby/back-up servicers. 

ARC's SQ Criteria focuses on the analysis of four key pillars: (1) organisation, management and strategy, 
(2) loan and asset administration, (3) losses and defaults management, and (4) financial position. Each 
pillar is considered separately and given a score, which is then assessed by the SQ panel to evaluate 
the final rating. All sections of the criteria will be subject to a detailed analysis which covers information 
of the servicer since its inception for the assignment of initial ratings. Subsequent reviews focus on 
material changes which may have an impact on the existing ratings.

https://arcratings.com/methodologies/structured-finance-servicers-rating-criteria/
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MAIN CHANGES COMPARED TO THE PREVIOUS CRITERIA ARE AS 

FOLLOWS: 

1. Changes in the rating scale, eliminating the possibility to use modifiers (+/-) for each 
category and adding a non-performing servicer category, SQ6. 

2. Changes in the analytical framework, regrouping some factors and expanding others. 
The main analytical pillars are now presented as follows:  

a. Organization, Management and Strategy 

b. Loan and Asset Administration 

c. Losses and Defaults Management 

d. Financial Position 

3. For each analytical pillar, we have added detailed subfactors that allow to structure 
better the analysis and cover all relevant aspects related to Servicers’ activities 

4. We added further clarifications on the method for the calculation for the aggregate 
SQ score. An additional paragraph was added to provide clarity about the method of 
scoring (simple average) and highlight the possibility to assign a higher importance 
to factors that the panel deems more relevant in specific cases, therefore allowing the 
possibility of moving away from the simple average of equal sum of scores.  

IMPACT ON OUTSTANDING RATINGS 

This update incorporates material changes to the existing Criteria. As such ARC 
anticipates its application could result in different rating outcomes for existing ratings or 
for future/hypothetical ratings when compared with results using the pre-existing Criteria. 
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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 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, sell or hold 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 Ratings 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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ARC Ratings (UK) Limited 

30 Churchill Place 

Canary Wharf 

London E14 5RE 

UNITED KINGDOM 

+44 203 927 8600 

arcratings_uk@arcratings.com 

ARC Ratings, S.A. 

Rua de São José 

35 – 1º B 

1150-321 Lisbon 

PORTUGAL 

+351 21 304 11 10 

arcratings_eu@arcratings.com 
  

www.arcratings.com 

http://arcratings.com/wp-content/uploads/2021/07/ARC-Credit-Rating-and-Other-Analytical-Products-Definitions-and-Scales-19-Jul-2021.pdf
mailto:arcratings_uk@arcratings.com
mailto:arcratings_eu@arcratings.com

	Disclaimers
	CONTACT DETAILS

