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This is our sovereign ratings methodology. This clearly explains what our main perspective is, which 

parameters are utilised and how we carry out further analyses to derive a sovereign rating. We 

combine the use of quantitative and qualitative dimensions to provide a complete profile of the 

sovereign. We allocate appropriate weight to each dimension and group them in such a way as to 

reflect the overall position of each sub-factor independently.  

Scope  

This sovereign methodology explains how we assess credit risk factors for countries and regional 

economies worldwide. A sovereign rating refers to the rating of a country which is a detailed analysis 

of central government elements that explains in-depth the assessment of a country’s credit risk 

profile. For example, a sovereign government issues bonds and other debt instruments wherein buyers 

or investors are interested in knowing the creditworthiness of the sovereign prior to investing. 

Governments influence, manage and control their country’s capital market, money supply, interest 

rates, taxes and duties system, job markets, industry policies and standards. Therefore, sovereign 

rating from Strategic Ratings involves the measurement and assessment of multiple parameters that 

can ultimately reveal the risk attached to the issuance of such debt and possible losses or recoveries in 

the event of default or delay in repayment of the debt.   

Our Multi-layer Methodology  

To derive a sovereign rating is a multi-dimensional and multi-layer process which involves quantitative 

scoring based on statistical analyses, a relative sample comparison, and a qualitative analysis. Such a 

process is carried out on three groups of Key, Substantial, and Policy and Institutional indicators. 

Indicators in each group are analysed separately on a scale of 1 to 10. These scores are then merged to 

derive a single score on the 28-point final ratings scale. The time scale and range of data depend upon 

the purpose of collection whether it is for the short term or long term.  

Figure 1: Multi-layer method to derive a Sovereign rating 
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Parameters  

The parameters mentioned here are utilised to measure internal strengths and weaknesses, external 

risk events and possible threats to an entire economic system, finances, budget and trade deficits or 

other policy considerations. All indicators are grouped into three main groups: (i) Key Indicators (ii) 

Substantial Indicators and (iii) Policies and Institutional Indicators. The detailed measures of these 

indicators are part of our proprietary tools and detailed methodology. Group 1: Key Indicators explains 

how the sovereignty is doing whereas Group 2: Substantial indicators explains where the country is 

going. Group 3: Policies and Institutional Indicators assesses their effectiveness and sustainability 

performance and whether it can be backed up by appropriate planning, implementation and 

management. 

Table 1   Group 1 Key Indicators (100%) 

General Economy and Growth 20% 

Public Finances and External Debt 20% 
International Trade and Currency  20% 

Banking and Financial Industry Performance  20% 
Governance, Law and Order  20% 

 

Table 2  Group 2 Substantial Indicators (100%) 

Agricultural and Rural Development  10% 

Climate Change Contribution and Control  10% 
Education  10% 

Gender Equality and Public Rights  10% 
Private Sector and Business Confidence  10% 

Public Health and Disaster Management  10% 
Public Sector, Infrastructure and its Development 10% 

Science and Technology Development  10% 
Social Development, Protection and Labour  10% 

Urban Development  10% 
 

Table 3  Group 3 Policies and Institutional Indicators (100%) 

Monetary Policy  10% 

Fiscal Policy (Budget, Revenue, Taxes and Levies System) 10% 
Bilateral Trade and Foreign Policy  10% 

Governance and Laws for Administration and Functioning  10% 
Environment Policies (Energy, Pollution and Resources)  10% 

Defence Policy, Expenditure and Involvement in Wars  10% 
Agencies, Constitution and Political Stability  10% 

Business, Markets and Industrial Policies  10% 
Technology Policy, Cybercrime and Warfare control  10%  

Reforms, Historical Growth and Future Plans  10%  
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Ratings Scale  

Each group of indicators is given a score between 1 to 10 in the first stage. The group scores are then 

merged to derive a rating on a 28-point scale as mentioned in the table below. In most cases, the 

Group 1 score has a 50% contribution, the Group 2 score has a 30% contribution and the Group 3 score 

has a 20% contribution in deriving an aggregate score using our proprietary tool and procedure to 

derive each group’s contribution coefficient. Scale notches within categories of A, B and C are classified 

on the basis of positive or negative direction and stable or unstable outlook. 

Table 4  Sovereign Rating Scale 

Rating  
Symbol 

 

Aggregate Score 
Achieved from 300 points 

AAA + 291 – 300.00  

AAA 281 – 290.99  

AAA -  271 – 280.99  

AA + 261 – 270.99  
AA 251 – 260.99  

AA -  241 – 250.99 
A + 231 – 240.99  

A  221 – 230.99 
A -  211 – 220.99  

BBB+  201 – 210.99 
BBB 191 – 199.99 

BBB -  181 – 190.99 
BB + 171 – 180.99 

BB 161 – 170.99 
BB - 151 – 160.99 

B + 141 – 150.99 
B 131 – 140.99 

B - 121 – 130.99  
CCC + 111 – 120.99 

CCC 101 – 110.99  
CCC - 91 – 99.99  

CC + 81 – 90.99 
CC 71 – 80.99  

CC -  61 – 70.99  
C + 51 – 60.99  

C  41 – 50.99  
C -  31 – 40.99  

D  Less than 31  
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Tools utilised  

 Scenario analysis  

 Statistical modelling  

 Machine learning  

 Proprietary tools and reports   

Advantages for Sovereign governments   

There are multiple benefits for central governments to procure sovereign ratings from us which allows 

them to estimate the impacts of their decision making from different perspectives.  

 Risk reports enabling policy making  

 Proactive strategy formulation  

 Revenue streams analysis  

 Capital and stock market risk controls  

 Input for debt issuance plans  

 Input for tax, interest rates and employment strategies  

 Macro scenario analysis  

 Severity, loss and default probability analysis  

 Premium sector reports  

Advantages for Corporates  

Companies wishing to carry out businesses in a specific country have a need to understand and to 

know its credit rating and to possess a more detailed analysis of the various factors that determine 

that rating.  

 Understand a country’s complex financial context    

 Enabling regional business strategies  

 Estimate market size, positioning and business opportunities  

 Risk factors for Market entry / exit strategies  

 Credit risk or possible risky events for capital investment  

 Resource allocation for future or existing projects  

Limitations of Methodology  

A quantitative scoring and relative comparison may be indicative of sovereign contexts however it may  

not be able to closely match what is actually changing or developing within sovereignties. Unsolicited 

ratings have data taken from public sources which are not able to reflect completely the  views of 

sovereign governments as compared to solicited ratings when access to large is possible. All weights 

given to group indicators are derived however they are still approximate predictions based on the time 

scale, data range and relative comparisons. Therefore, an indicator may not reflect each sovereign’s 

exact situation and context. Credit ratings are not investment recommendations and sovereigns, or 

corporates may change policies at any time or be exposed to new or unforeseen risks or risk events, 

for example a natural calamity, pandemic, or political upheaval.  
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     Our content from any of our published or unpublished materials either off line or online shall not be reproduced 

or distributed in any part or full thereof by any means or technology or system without prior written permission(s) 

from Strategic Ratings Limited, or its worldwide subsidiaries or  parent companies. Any  of our content,  patents, 

intellectual properties, copy  righted material, trademarks,  brands, names, methods, formulae, client or user 

access or their data or information or our executives or non-executives staff, employees, guest or delegates or 

their information shall not be used for any unlawful or unauthorised uses and purposes. We monitor and track our 

website so when you access or download any brochure and information then you agree that we can track that 

information through cookies. Strategic Ratings Ltd., CEO24X7 Limited or any of its subsidiaries or associates shall 

not be liable in any manner whatsoever to any damages, expenses, costs, legal fees, compensatory, losses, 

forgone income, losses in profit, sale or turnover, or losses in any fees in any other category arising out of any 

content or use of any of our information, brochure, ratings, analysis, scrutiny, assessment, opinion or appraisal for 

any company, sovereign, fund, organisation  or  individual  in  any  capacity.  The  material  expressed,  displayed  

or  written  in  this  brochure  is  an  opinion  and  not  a recommendation, action, decision, instruction or fact. Our 

credit ratings, any other information or material are just opinions and not an advice, a decision, a 

recommendation or suggestion to make any business, decision, or investments; and Strategic Ratings Ltd, 

CEO24X7 Limited or any of its subsidiaries or associates are not responsible for any such action taken by any 

organisation, partnership,  group or individuals. We have no affiliates or partners in any country at the time of 

publishing this document. Strategic Ratings Ltd or CEO24X7 Limited reserves all the right to cancel, to amend, to 

suspend, to change, to improve, to upgrade, to downgrade, to assign, to monitor, to withdraw, to acknowledge, to 

change, to reverse or to remove any credit rating at any time without any notice solely on our company’s 

discretion; and our company shall not be liable for any loss from any such actions and Strategic Ratings and all 

related companies disclaim any action, duty or act whatsoever raised or generated out of any such actions. Our 

company takes no responsibility for any losses from any such action or any information or any completeness or 

incompleteness of this document. The document is prepared on as is basis and no liability, no equity, no asset or 

no payment can be claimed for any reason from this document. We provide publishable credit ratings in the 

countries only where we are licenced to provide credit ratings. Strategic Ratings may receive fees or payments for 

disseminating and providing ratings, analysis, assessment or any other service from issuers, companies, sovereigns 

or their subsidiaries and we reserve all rights to sell our products, subscriptions or services offline or online 

through our portals, advertise and social media or websites: www.strategicratings.com, www.ceo24x7.com, 

www.incorme.com, www.inrme.com  and  www.searchbuysell.co.uk. Strategic Ratings, INCORME, INRME, RATE-

O-METER, RACCP, CEO24X7 and SearchBuySell are brands, tradenames, businesses and trademarks owned by 

CEO24X7 Limited. Strategic Ratings and CEO24X7 are both limited companies registered with the Companies 

House in the United Kingdom. The company registration number for Strategic Ratings Limited is 11731004 and 

CEO24X7 Limited is 08297903. © 2019 Copyrights and all rights are reserved by Strategic Ratings Limited and 

CEO24X7 Limited. 
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