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Disclosure:

This presentation is for discussion and general informational purposes only. It does not have regard to the specific investment objective, financial 
situation, suitability, or the particular need of any specific person who may receive this presentation, and should not be taken as advice on the merits of 
any investment decision. This presentation is not an offer to sell or the solicitation of an offer to buy interests in a fund or investment vehicle managed by 
@Find_Me_Value (Twitter handle) and is being provided to you for informational purposes only. 

The views expressed herein represent the opinions of @Find_Me_Value, and are based on publicly available information with respect to Moody’s Corp 
(MCO) and McGraw-Hill Financial (MHFI). Certain financial information and data used herein have been derived or obtained from public filings, including 
filings made by the issuer with the securities and exchange commission (“sec”), and other sources. 

@Find_Me_Value has not sought or obtained consent from any third party to use any statements or information indicated herein as having been obtained 
or derived from statements made or published by third parties. Any such statements or information should not be viewed as indicating the support of such 
third party for the views expressed herein. 

No warranty is made that data or information, whether derived or obtained from filings made with the SEC or from any third party, are accurate. No 
agreement, arrangement, commitment or understanding exists or shall be deemed to exist between or among @Find_Me_Value and any third party or 
parties by virtue of furnishing this presentation. 

Except for the historical information contained herein, the matters addressed in this presentation are forward-looking statements that involve certain risks 
and uncertainties. You should be aware that actual results may differ materially from those contained in the forward-looking statements. @Find_Me_Value 
shall not be responsible or have any liability for any misinformation contained in any SEC filing, any third party report or this presentation. There is no 
assurance or guarantee with respect to the prices at which any securities of the issuer will trade, and such securities may not trade at prices that may be 
implied herein. 

The estimates, projections and pro forma information set forth herein are based on assumptions which @Find_Me_Value believes to be reasonable, but 
there can be no assurance or guarantee that actual results or performance of the issuer will not differ, and such differences may be material. This 
presentation does not recommend the purchase or sale of any security. @Find_Me_Value reserves the right to change any of its opinions expressed 
herein at any time as it deems appropriate. @Find_Me_Value disclaims any obligation to update the information contained herein. Under no 
circumstances is this presentation to be used or considered as an offer to sell or a solicitation of an offer to buy any security.

Do your own research. Trust but verify.



Conclusions:

• Moody’s business is more of a pure-play ratings business, with mid-80% of operating 
income coming from the “ratings business” versus MHFI at mid-50%

• MHFI is pushing harder to expand both the analytics and non-ratings related businesses with the 
acquisition of SNL Kagan and the other businesses (DJ Indices, C&C)

• Moody’s Rating business is more U.S. dominant, both in terms of % and dollar amount

• However, S&P Ratings has about 48% more total credit ratings outstanding than Moody’s 
(2014), and thus about 40% more recurring revenue 

• Their ratings businesses have similar revenues, but Moody’s has higher operating 
margins, likely due to:

• More U.S. business (dollar amount, and % amount: 61% versus S&P Ratings at 57%)

• More transaction based (61% versus S&P Ratings at 46%) 

• Moody’s being strong in some structured products categories

• It is likely than Moody’s earnings will be more volatile than MHFI due to:
• MHFI being more diversified, in terms of other businesses (C&C, DJ Indices), more recurring revenue, and 

the Ratings business less dominant in revenue and earnings as a total

• MHFI has less transaction revenue, which is more cyclical

• MHFI generates more revenue from outside the U.S.



Revenue by Segment

• MHFI has more revenue from non-ratings business (~55%), whereas most of Moody’s 
revenue is from MIS (rating) at high-60%



EBIT Contribution by Segment

• MHFI’s non-rating businesses (DJ Indices and C&C) have much higher margins, are different businesses than the traditional 
ratings + analytics businesses that only Moody’s has

• These other businesses MHFI has contribute mid-30% of total MHFI operating income, and S&P ratings contributes only 50-60% 
of operating income

• Comparatively, Moody’s only has the ratings & analytics business, and MIS contributes about mid-80% of total Moody’s 
operating income

• MHFI is more diversified, Moody’s is more of a pure-play ratings and analytics business 



Revenue by Geography 

• MHFI has more revenue from U.S. (~60%) versus MCO with mid-low 50% of revenue 
from the U.S.



Revenue by Type: 

• MHFI has more revenue “recurring” at around 60-62% versus MCO at ~48-49%

• This will adjust based on only a couple of quarters of SNL revenue, likely more revenue 
recurring for MHFI



Credit Rating Agency (CRA)

Moody’s Investor Service (MIS)

S&P Ratings (“S&P”)

Note: Some of this is repetitive from the Moody’s (MCO) Slide Deck



Summary:

• Moody’s and S&P Ratings have similar revenue numbers, but Moody’s Ratings (MIS) 
generates about 15% more cash flow than S&P Ratings

• Moody’s is more transactional (61%) versus S&P Ratings (46%), which is a large 
contributor to why their margin profiles are different

• Moody’s generates more revenue in the U.S. (~$1.47 billion ‘15) than S&P Ratings (~$1.39 
billion in ‘15), and MCO’s U.S. business is 61% of total, versus 57% for S&P Ratings

• Moody’s consistently has a better margin profile (~ 51%) than S&P Ratings (~44%) but 
efficiency efforts by MHFI is improving their margin at a fast clip

• Both are winners globally – being #1 and #2 in most categories in new issuance and in 
total credit ratings outstanding

• Moody’s earnings should be more cyclical, as it is more transaction-based

Source: 2015 SEC NRSRO Report



Summary:

• When things are “strong” (economy, 
new issuance) then Moody’s Ratings 
business will grow at a much faster 
clip, as they are more transaction 
based (cyclical)

• Moody’s is also more tied to the U.S. 
economy

• As seen below, coming out of the 
GFC, Moody’s Ratings operating 
income grew much faster than S&P 
Ratings. Now that new issuance (and 
the economy) is slowing down, and 
there is more volatility and concern, 
S&P Ratings does better because 
they have more recurring business 
and can increase pricing on that book 
of business

Source: 2015 SEC NRSRO Report



NRSRO (U.S.)

• NRSRO began in 1975 to reflect bank capital 
requirements being appropriately determined by credit 
rating agencies

• In the 1980s there were 7 NRSROs, which declined to 3 
in the 1990s due to mergers

• NRSRO is essentially the U.S. government blessing 
that the credit rating agency is “official”

• Annual Reports required by the Credit Rating Agency 
Reform Act of 2006 and Dodd-Frank Act, discussing 
competition, market share, conflicts of interest

• Total of ten (10) NRSRO’s in the U.S. as of 2015 SEC 
Report

NRSRO’s as of 2015 SEC Annual Report on CRAs

“While this information indicates the high percentage of outstanding 

ratings that continue to be issued by Moody’s, S&P, and Fitch, other 

information demonstrates that smaller NRSROs have been able to 

make competitive inroads in certain rating categories.” – 2015 SEC 

Annual Report on CRAs

Source: 2015 SEC NRSRO Report



U.S. Market Share Leaders:

• In U.S., the “big three CRAs” issued 95.8% of all ratings outstanding as of 12/2014, 
compared to 96.6% in 2013, and 98.8% from 2007 (year NRSROs began reporting)

• While the market share is largely dominated by the same CRAs – S&P, Moody’s, and Fitch 
– there has been some minor market share erosion over the last 7-8 years

• HHI Inverse has a concentration of 2.68 (If it were 3.0 then means concentration is equal to 
an industry where entire market evenly divided among three firms).

Source: 2015 SEC NRSRO Report

Since 2008:

More concentrated:

• Insurance companies

• Corporate issuers

• Government securities

• Total

Less Concentrated:

• Financial institutions

• ABS



U.S. Market Share Leader:

• In U.S., revenue numbers largely favor the top three – S&P, Moody’s and Fitch – and that 
has not changed much, illustrating a continuation of market share dominance

Source: 2015 SEC NRSRO Report



Europe: Market Share

• Table to right is from ESMA on 
categories of credit ratings offered by 
registered CRAs in Europe

• Truly only four (4) comprehensive 
independent CRAs in Europe:

• Moody’s (MIS)

• S&P 

• Fitch Ratings

• DBRS Ratings Limited

• In reality, only Moody’s, S&P, and Fitch 
are the predominant players in the 
space, with almost 90% share

https://www.esma.europa.eu/sites/default/files/library/2015-1879_esma_cra_market_share_calculation.pdf

https://www.esma.europa.eu/sites/default/files/library/2015-1879_esma_cra_market_share_calculation.pdf


Europe: Market Share

• Table to right is from ESMA on the 
market share of credit ratings offered 
by registered CRAs in Europe, using 
revenues

• Market Share:
• S&P = 40.42%

• Moody’s Corp. = 34.67%

• Fitch Group = 16.80%

• All other: 8.11%

https://www.esma.europa.eu/sites/default/files/library/2015-1879_esma_cra_market_share_calculation.pdf

https://www.esma.europa.eu/sites/default/files/library/2015-1879_esma_cra_market_share_calculation.pdf


Europe: Market Share

https://www.esma.europa.eu/sites/default/files/library/2015-1879_esma_cra_market_share_calculation.pdf

Comments:

1. In each category in Europe, they are heavily dominated by 3 or fewer CRAs, which makes 

sense due to issuers “double checking” the rating and providing additional ratings 

information for investors to gain confidence

2. Moody’s and S&P Ratings both in top 3 in 4 of the 6 categories

3. Moody’s is #1 in two categories: covered bonds and sovereign & sub-sovereign.

4. S&P Ratings is #1 in two categories: Corporate Financial and Corporate Insurance

https://www.esma.europa.eu/sites/default/files/library/2015-1879_esma_cra_market_share_calculation.pdf


Revenue by Geography: 

• Moody’s ratings business generates more revenues from the U.S., which is consistent each year

• Additionally, since 2012 Moody’s generates more revenue in the U.S. than S&P Ratings

• Moody’s rating business is more U.S. focused – they generate more revenue as a percentage from the U.S., 
and their business generates more revenue in absolute dollars



Operating Margin: Moody’s outperforms

• Moody’s ratings business, since 2011, has 
handily outperformed S&P Ratings

• There are a number of potential reasons for 
this:

• MCO has less international business, thus less FX 
exposure (more of a recent “issue”)

• MCO is more U.S. dominant, and the U.S. might have 
higher margins/pricing power than international

• MCO is more dominant in certain categories that are 
higher margin, specifically structured products

• MCO’s management runs a “tighter ship” historically



Recurring vs. Transaction

• S&P Ratings business has about 40% more outstanding credit ratings (end 2014) than Moody’s, thus it makes 
sense S&P Ratings should have higher “recurring” revenue than Moody’s with the amount of 
subscription/maintenance contracts from these ratings outstanding

• S&P Ratings had $1.326 billion in recurring revenue in 2014, had 1,176,200 ratings outstanding

• Moody’s had $875 million in recurring revenue in 2014, had 841,419 ratings outstanding



More Ratings Outstanding = More Recurring Revenue = Lower Margins

• S&P Ratings business has about 40% more outstanding credit ratings (end 2014) than Moody’s and about 48% 
higher recurring revenues than Moody’s

• This likely explains why Moody’s has higher margins: transaction revenue is much higher margin than recurring 
revenue, but S&P still has a very large book of recurring business

• In addition, Moody’s has more U.S. business (as a % and as dollar amount) versus S&P Ratings



Market Share: Structured Products

• Moody’s ratings business and S&P 
Ratings (in 2012) had similar market 
shares in structured products in the 
Americas

• However, Moody’s was much stronger 
internationally than S&P Ratings



U.S. Market Share:

• In terms of outstanding credit 
ratings (end 2014), S&P Ratings 
is the leader with about 48.6% of 
the total ratings, versus Moody’s 
at 34.8%

2015 SEC Annual Report on CRA’s

Source: 2015 SEC NRSRO Report



MIS: Structured Finance - CMBS

• Moody’s has much stronger U.S. and 
Global market share for CMBS 
(Collateralized Mortgage-Backed 
Securities)

• Moody’s did about $45 billion more CMBS 
business than S&P in 2015, which is almost 
3x as much.

• Global Market Share
• Moody’s = 69.1% (#1)

• S&P Ratings = 27.0% (#6)

• U.S. Market Share
• Moody’s = 70.8% (#1)

• S&P Ratings = 25.6% (#6)

https://www.cmalert.com/rankings.pl?Q=78

https://www.cmalert.com/rankings.pl?Q=78


MIS: Structured Finance – ABS/MBS

• Moody’s and S&P Ratings are essentially 
equal in total ABS and MBS business –
with around $130 billion in issuance in 2015

• S&P was much stronger in 2014 than 
Moody's, but lost market share to DBRS 
and Kroll, whereas Moody’s maintained 
market share in 2015

• 2015 Market Share:
• S&P Ratings = 54.0% (#1)

• Moody’s  = 53.6% (#2)

https://www.cmalert.com/rankings.pl?Q=78

https://www.cmalert.com/rankings.pl?Q=78


Thank You. Feedback is Appreciated.

Moody’s Investor Service (MIS)

S&P Ratings (“S&P”)


