External Credit Assessment Institutions' (ECAI) Recognition Process

According to Articles 81 para. 4 and 97 para. 4 of Directive 2006/48/EC competent authorities are required to disclose an explanation of the recognition process and a list of eligible ECAIs (external credit assessment institution) for the standardised approach and for securitisation purposes.

To meet these requirements, competent authorities decided to disclose the methodologies or key questions they use to assess the eligibility of ECAIs, information on the application process (in-/direct recognition, joint process) of ECAIs and the main market segments for which the ECAIs have been recognised. The CRD does not require competent authorities to disclose the mapping process they use to assign an ECAI's credit assessments to the steps in a credit quality assessment scale. However, since this mapping is a key element in understanding how supervisors use ECAIs, it was decided to disclose the results of the mapping for each eligible ECAI.

Recognition of External Credit Assessment Institutions in Hungary
The HFSA may recognise an external credit assessment institution as eligible for the purposes of determining the risk weight of exposures under the Standardised Approach or the risk weight of securitisation exposures. When the competent authorities of another Member State have recognised an ECAI as eligible on the basis of Articles 81 or 97 of Directive 2006/48/EC, the HFSA recognises this institution without carrying out its own determination process (indirect recognition).

At the moment, the ratings of the following ECAIs (and export credit agencies) are recognised as eligible for the purposes of risk weighting in Hungary:

· Fitch Ratings 

· Moody's Investors Service Ltd

· Standard & Poor's

· Dominion Bond Ratings Services
· Japan Credit Rating Agency

· COFACE
CEBS Table of Disclosure
	Eligible ECAIs  
	COFACE
	DBRS (Dominion Bond Rating Services)
	Fitch
	JCR (Japan Credit
Rating Agency)
	Moody's
	S & P

	 Recognition process
	By indirect recognition*
	X
	X
	X
	X
	X
	X

	
	Application submitted by ECAI
	 
	 
	 
	 
	 
	 

	
	Application submitted by credit institution
	 
	 
	 
	 
	 
	 

	Involvement in a joint process 
	Yes
	 
	 
	X
	 
	X
	X

	
	No
	X
	X
	 
	X
	 
	 

	Main Market segments
	Public finance
	 
	X
	X
	 
	X
	X

	
	Commercial entities (including corporate and financial companies)
	X
	X
	X
	X
	X
	X

	
	Structured finance (including securitisation)
	 
	X
	X
	 
	X
	X

	Mapping to credit quality steps - Long term credit assessment
	1
	10 to 9
	AAA to AAL
	AAA to AA-
	AAA to AA-
	Aaa to Aa3
	AAA to AA-

	
	2
	8
	AH to AL
	A+ to A-
	A+ to A-
	A1 to A3
	A+ to A-

	
	3
	7 to 6
	BBBH to BBBL
	BBB+ to BBB-
	BBB+ to BBB-
	Baa1 to Baa3
	BBB+ to BBB-

	
	4
	5 to 4
	BBH to BBL
	BB+ to BB-
	BB+ to BB-
	Ba1 to Ba3
	BB+ to BB-

	
	5
	3
	BH to BL
	B+ to B-
	B+ to B-
	B1 to B3
	B+ to B-

	
	6
	2 to 1
	CCCH and below
	CCC+ and below
	CCC and below
	Caa1 and below
	CCC+ and below

	Mapping to credit quality steps - Short term credit assessment
	1
	 
	R-1 (high, middle and low)
	F1+, F1
	J-1
	P-1
	A-1+, A-1

	
	2
	 
	R-2 (high, middle and low)
	F2
	J-2
	P-2
	A-2

	
	3
	 
	R-3
	F3
	J-3
	P-3
	A-3

	
	4
	 
	R-4, R-5
	Below F3
	All short-term ratings below J-3
	NP
	All short-term ratings
below A-3

	
	5
	 
	 
	 
	All short-term ratings below J-3
	 
	 

	
	6
	 
	 
	 
	All short-term ratings below J-3
	 
	 

	Specific mapping to credit quality steps for long-term securitisation positions (IRB)
	1
	 
	AAA
	AAA
	 
	Aaa
	AAA

	
	2
	 
	AAH to AAL
	AA
	 
	Aa
	AA

	
	3
	 
	AH
	A+
	 
	A1
	A+

	
	4
	 
	A
	A
	 
	A2
	A

	
	5
	 
	AL
	A-
	 
	A3
	A-

	
	6
	 
	BBBH
	BBB+
	 
	Baa1
	BBB+

	
	7
	 
	BBB
	BBB
	 
	Baa2
	BBB

	
	8
	 
	BBBL
	BBB-
	 
	Baa3
	BBB-

	
	9
	 
	BBH
	BB+
	 
	Ba1
	BB+

	
	10
	 
	BB
	BB
	 
	Ba2
	BB

	
	11
	 
	BBL
	BB-
	 
	Ba3
	BB-

	
	12
	 
	Below BBL
	below BB-
	 
	below Ba3
	below BB-

	Specific mapping to credit quality steps for long term securitisation positions (SA)
	1
	 
	AAA to AAL
	AAA to AA-
	 
	Aaa to Aa3
	AAA to AA-

	
	2
	 
	AH to AL
	A+ to A-
	 
	A1 to A3
	A+ to A-

	
	3
	 
	BBBH to BBBL
	BBB+ to BBB-
	 
	Baa1 to Baa3
	BBB+ to BBB-

	
	4
	 
	BBH to BBL
	BB+ to BB-
	 
	Ba1 to Ba3
	BB+ to BB-

	
	5
	 
	BH and below
	B+ and below
	 
	B1 and below
	B+ and below

	Specific mapping to credit quality steps for short term securitisation positions (IRB)
	1
	 
	R-1 (high, middle and low)
	F1+, F1
	 
	P-1
	A-1+, A-1

	
	2
	 
	R-2 (high, middle and low)
	F2
	 
	P-2
	A-2

	
	3
	 
	R-3
	F3
	 
	P-3
	A-3

	
	All other credit assessments
	 
	All short-term ratings below R-3
	below F3
	 
	All short-term ratings below A3, P3 and F3
	All short-term ratings below A-3

	Specific mapping to credit quality steps for short term securitisation positions (SA)
	1
	 
	R-1 (high, middle and low)
	F1+, F1
	 
	P-1
	A-1+, A-1

	
	2
	 
	R-2 (high, middle and low)
	F2
	 
	P-2
	A-2

	
	3
	 
	R-3
	F3
	 
	P-3
	A-3

	
	All other credit assessments
	 
	All short-term ratings below R-3
	below F3
	 
	NP
	All short-term ratings below A-3

	Specific mapping to credit quality steps for CIUs
	1
	 
	 
	AAA to AA-
	 
	Aaa to Aa3
	AAA m to AA- m

	
	2
	 
	 
	A+ to A-
	 
	A1 to A3
	A+ m to A- m

	
	3
	 
	 
	BBB+ to BBB-
	 
	Baa1 to Baa3
	BBB+ to BBB- m

	
	4
	 
	 
	BB+ to BB-
	 
	Ba1 to Ba3
	BB+ m to BB- m

	
	5
	 
	 
	B+ to B-
	 
	B1 to B3
	B+ m to B- m

	
	6
	 
	 
	CCC+ and below
	 
	Caa1 and below
	CCC+m and below

	Any other information
	 
	 
	 
	 
	 
	 
	Principal stability fund ratings


For an overview regarding the recognition process of External Credit Assessment Institutions (ECAI) in the EU Member States see the corresponding table on the CEBS homepage.

