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Abstract:

The credit rating has been a long established part of the fi-
nancial mechanism abroad.  Credit rating agency means a 
body corporate engaged in the business of rating of securi-
ties. Thus, services of Credit rating agencies to the inves-
tors play a major role in evaluating risk and return of the 
investment in taking the decisions. It is very much essen-
tial to understand the credit rating agencies methodology 
process and rating symbols adopted and overall services.  
This paper emphasizes on comparing the rating method-
ology, process, symbols and services of CRISIL(Credit 
rating information service Ltd.),ICRA(Investment infor-
mation and credit rating agencies) ,CARE(Credit Analy-
sis and Research Limited), and Fitch India Ltd. The rating 
agencies in India need to evolve their own methodolo-
gies, process, and symbols within the context of macro-
economic environment.
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1. INTRODUCTION :

As a fee-based financial advisory service credit rating  is 
obviously extremely   useful to investors, corporate  (bor-
rowers), banks  and financial institutions.  Rating is  an 
opinion regarding securities expressed in standard sym-
bols any other standardized form assigned by a credit rat-
ing agency and used by the issuer of such security Credit 
rating coverage in India started only recently. It was in the 
late eighties (1987) with the first rating agency, At present 
there are four rating agencies namely CRISIL,ICRA and 
CARE,  and Fitch rating India Ltd. are popular.
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CRISIL was jointly promoted by ICICI nationalized and 
foreign banks and insurance companies in 1987. ICRA 
was promoted in 1991, by IFCI and 21 other shareholders 
comprising of nationalized and foreign banks and insur-
ance companies. It is the second rating agency to be es-
tablished in India. CARE was incorporated in 1992 with 
the combined efforts of IDBI and several other banks and 
insurance companies. Fitch Rating India Ltd.-Fitch India 
Ltd was born following the merger of duff and Phelps 
(1998) and DCR in 2001.Fitch India in a 100% subsidiary 
of Fitch IBCA and is the only foreign operation in the 
country. 

1.1 NEED AND IMPORTANCE OF THE 
STUDY :

Credit rating is used as critical inputs in determining in-
vestment portfolio. Credit rating agencies play a pivotal 
role in providing the service and information, and thereby 
facilitate the investment in assessing the risk. There is a 
need to understand the ratings of credit rating agencies 
as an investor uses the rating to assess the risk level and 
compares the offered rate of return trade-off with his ex-
pected rate of return ( for  the particular level of risk) to 
optimize. Credit rating plays a key role in financial mar-
kets by obligations in either local or foreign country.

1.2 OBJECTIVES OF THE STUDY :

•To examine and compare the rating symbols of  Indian 
credit rating agencies.
•To analyze the overall  services offered by credit rating 
agencies.
•To study and compare the rating methodology, process  
of Indian credit rating agencies.

Comparative Study On Indian Credit Rating 
Agencies –Rating  Methodology, Process, Rating 

Symbols & Services
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1.3RESEARCH METHODOLOGY :
The study consist of  four credit rating agencies of India viz., CRISIL,ICRA,CARE and Fitch India Ltd. are taken. The 
study is based on secondary data and collected from books, articles, fact sheets, newspapers, journals, periodicals, an-

nual reports, credit rating agencies websites etc.

2. COMPARISION OF RATING SYMBOLS OF CREDIT RATING AGENCIES:
Table 1-COMPARISION OF SYMBOLS OF CREDIT RATING AGENCIES



                   Volume No: 1 (2016), Issue No: 2 (February)                                                                                                February 2016
                                                                                       www. IJRMS.com                                                                                                                                 Page 14



                   Volume No: 1 (2016), Issue No: 2 (February)                                                                                                February 2016
                                                                                       www. IJRMS.com                                                                                                                                 Page 15

The suffixes plus(+) or minus(-) are added to the symbols to indicate the relative position of the instrument within the 
group covered by the symbol. Currently rating agencies have standardized rating nomenclature for long ratings, short 
term instruments, medium term ratings, IPO grading etc. Overall the rating symbols used by four credit rating with  al-
phabets, alphanumerical, representing the same. And also the agencies names are indicated besides the rating symbols. 

3.SERVICES OF CREDIT RATING AGENCIES  
TABLE2- COMPARISION OF RATING/GRADING SERVICES
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All the four rating agencies rating/grading services is done for long, medium, short term instruments, claims paying 
ability of insurance, corporate governance , structured finance, mutual funds, bond funds, real estate, project finance, 
SSI, SME,IPO grading, bank loan , Micro finance institution, Maritime training course. Most of the services are offered 

by CRISIL and 

4.RATING PROCESS OF CREDIT RATING AGENCIES 
4.1  CRISIL’S RATING PROCESS (sources :http:/www.crisil.com/rating-process-chart)
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4.3 CARE PROCESS (sources :hhtp//www.carerating.com/rating/process)

4.2   ICRA   PROCESS: (sources: Institute of chartered accountant of India)
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The entire process of all the rating agencies involves a 
series of steps and relevant information is put into proper 
evaluation and analysis. All the rating agencies in India 
follow, more or less similar process in assigning the rat-
ing. The practices of process reflects Moody’s ,Standard 
and Poor’s of International Rating agencies.

5. RATING METHODOLOGY OF CREDIT 
RATING AGENCIES :

Rating Methodology refers to the use and application of 
tools in the rating .Rating is undertaken by four differ-
ent agencies in India, namely, CRISIL, ICRA, CARE and 
Fitch India, with minor differences in the four, the basic 
parameters of all of them remain the same. However, pre-
sentation of each category has its own value and implica-
tion. And it is observed that all rating agencies in India 
more or less follow similar methodology which is based 
on international practice of their counter parts. 

The methodology encompasses all the key factors for rat-
ing assessment and assignment. Rating agencies focused 
on wide range of factors ranging from macro level fac-
tors to micro level factors. The both qualitative as well as 
quantitative factors are considered by the agencies before 
assigning any ratings. The common and important fac-
tors are considered and analyzed in rating methodology 
by different rating agencies. These agencies follows typi-
cally CRAMEL model to evaluate the debt servicing ca-
pabilities of banks and institutions. CRAMEL stands for 
Capital adequacy, Resources, Asset quality, Management 
quality, Earnings potential and Liquidities .

CONCLUSION:

Indian credit rating agencies have made strategic alliance 
with reputed international agencies.  The rating agencies 
in India have to evolve their own methodologies, process, 
and symbols within the context of macro-economic en-
vironment. The analyses and assessments provided by 
various credit rating agencies provide investors with in-
formation and insight that facilitates their ability to exam-
ine and understand the risks and opportunities associated 
with various investment environments.
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