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Introduction
1.

This criteria appendix acts as a supplement to GCR’s Criteria for Rating Financial Services Companies,
published in May 2019, and consequently must be read in conjunction with the criteria, which can be
found at GCRratings.com/criteria.

Scope of the Criteria
2.

GCR accords two types of ratings for Asset Managers, ‘issue(r) credit ratings’ and ‘management quality
ratings’. The below criteria explicitly describes how GCR formulates the issue(r) credit ratings for an Asset /
Wealth Manager. To view the ‘management quality’ rating criteria, please see the criteria titled ‘Global
Master Criteria for Rating Funds and Asset Managers’, published March 2017. GCR also includes under the
scope of this criteria more general ‘Wealth Managers’, whom may not take Assets under management
but provide advice or brokerage services.

3.

GCR will apply the Asset Management criteria (below), when the rated entity derives a majority of revenues
from the management (including management fees, brokerage fees and investment performance) of
third-party funds or private retail wealth.

Component 1: Operating Environment
Country Risk Score
4.

GCR assess the country risk score of an Asset Manager by weighing the Asset Under Management (“AUM”)
or brokerage revenues of the client base. This is processed in line with the country risk section within the
Criteria for the GCR Ratings Framework.

Sector Risk Score:
5.

GCR will use the financial institutions risk score for the country of the Asset Managers domiciliation, as a
starting point and then make up to three negative adjustments to create the sector risk score for asset
managers. GCR can make negative adjustments if any of the following exist:

6.

There is less prudential regulatory oversight for an Asset / Wealth Manager than a commercial bank
operating in the same country,
•

The manager is exposed to higher market conduct scrutiny or potentially sensitive to regulatory or
legislative changes,

•

Access to market funding is typically weaker,

•

Industry profit margins are weaker for Asset/ Wealth Managers than commercial banks,

•

Replacement risk is very high or barriers to entry are lower than commercial banking.
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7.

Conversely, there may be a counteracting positive adjustment if the industry of the entity is prudentially
regulated or has a protected or critical market infrastructure role or if the bank sector starting point is
already very low.

Component 2: Business Profile
Component 2, Factor A: Competitive Position
8.

GCR have made changes to the underlying subfactors that guide the competitive position score for an
Asset/ Wealth Manager versus a Financial Services Company. These include:
•

Competitive Advantage: When assessing the competitive advantage of an Asset Manager, GCR
looks at the scale (including measuring assets under management (AUM)), market position, trackrecord and brand strength of the company versus global, regional or national peers.

•

Diversification: GCR looks at the diversification of revenues and AUM by asset class, distribution
channel, geography, investors (typically a diversified retail investor base is seen more positively
than an institutional investor base) and products.

Table 1: Competitive position
2.

Assessment

Score

Description*

Highest

4 to 5

A globally diverse Asset Manager, with AUM of over $500bln, strong brand and long track-record.
AUM is well-diversified by asset class, distribution and investor base, and geography.

High

2 to 3

A top tier regional Asset Manager, with AUM of over $250bln, well-established brand and trackrecord. AUM is diversified by asset class. There is a material amount of geographic diversification,
a broad range of investors and no clear product or asset class concentrations.

Intermediate

-1 to 1

A top tier national asset manager, or a second-tier asset manager with substantial AUM,
operating materially across more than one country. Typically, will have a strong national brand
and a long track-record. Relative to its core markets, there is good diversification of AUM by asset
class and investor base.

Low

-4 to -2

A second or third tier national asset manager, typically with no material geographic
diversification. Developing brand and/ or track-record versus local peers. GCR would expect
some diversification of the AUM by asset class, investor base or products.

Lowest

-10 to -5

A lower tier asset manager, with a limited track-record or brand. There may be significant asset
class, distribution or investor base concentrations.

*The above boxes highlight typical characteristics of the high, intermediate and low (and so on) assessments, and are utilised in
conjunction with the operating environment anchor, and relative to the markets of the issuer’s operations. It is likely that an entity has
one or more characteristic across different boxes. GCR allows analytical decision making to decide what the most pertinent factors
for each rated entity are. However, to achieve a stronger score the entity is likely to relfect a number of cumulative strengths.
Conversely, any one risk can bring the score down to a much weaker level.

9.

GCR may also make an adjustment to the initial competitive position score for any of the following factors:
a) Investment Performance & AUM Growth: The success of an asset manager can best be assessed
on the stability of its investment performance against major indices or benchmarks and the growth
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of its assets under management (‘AUM’). If the company is outperforming / underperforming the
market or growing / shrinking AUM quicker than the market, GCR can make a positive/ negative
adjustment to the initial score.
b) Distribution networks: GCR view positively controlled distribution networks, with low fees and
commissions paid to brokers. Conversely, limited control over distribution or price sensitive
brokerage activity is viewed more negatively.
c) Protected government role: If the Asset Manager has a protected role by one or more government,
which leads to more stable AUM than the market average, GCR could raise the risk score.
d) ESG: GCR may also make any adjustments seen for Environmental or Social risks facing the entity.
GCR will make adjustments for these factors, on a case by case basis.

Component 2, Factor B: Management & Governance
10. Full adoption of the criteria from the GCR Ratings framework.

Component 3: Financial Profile
Component 3, Factor A: Leverage & Cash Flow
11. When assessing the initial cash flow leverage of an Asset / Wealth Manager, GCR use the same approach,
including all ratios and adjustments stated in the main Financial Services Companies (“FSC”) criteria.
12. However, typically, GCR will cap the cash flow and leverage assessment within the high category (+2 to
+3) if the asset or wealth manager doesn’t have a strong and diversified competitive position and
investment track-record, or if it has a limited track-record in raising and managing debt.
13. GCR can also make an adjustment if the Asset/ Wealth Manager takes on a significant amount of onbalance sheet investment risk. In this case, cash flow wouldn’t provide a full picture of the risk. As a result,
GCR may choose to use an adjusted leverage ratio from the non-bank financial institutions criteria (see
page 24 of the Criteria for Rating Financial Institutions).

Component 3, Factor B: Earnings versus Risk
14. When assessing the earnings versus risk score for an Asset/ Wealth Manager, GCR firstly takes into account
the level of profitability, on a margin basis, in line with the FSC criteria.
15. However, GCR will routinely make haircuts to the earnings before interest, tax, depreciation and
amortisation (‘EBITDA’) line for revenues that GCR consider to be less stable. Broadly, GCR will include 100%
of management fees, 75% of investment performance fees, 75% of realized of balance sheet driven
investment income and 35% of unrealized balance sheet driven income. All other income will be assessed
on a case by case basis, measured on their long-term stability.
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16. Furthermore, GCR may make an adjustment to the initial score if the balance sheet risk exposes the Asset
Manager to any of the risks detailed in paragraph 28 of the FSC criteria or generally higher amounts or
unrealized/ realized valuation gains. GCR may also choose to make a negative adjustment if the
investment risk exposes the manager to interest rate, currency, commodity, equity or any other marketbased movements.
17. GCR may also make negative adjustments if the asset manager has a high fixed cost base or runs inefficient
operations.

Component 3, Factor C: Liquidity
18. GCR will analyse balance sheet liquidity for Asset Managers broadly in line with FSC criteria or FI Criteria,
depending on nature of the company. However, we will also analyse the liquidity of the invested assets to
ensure that the Asset Manager can adequately cope with AUM outflows from investor concentrations,
country or market-led stress events, seasonal demands and other potential liquidity events, especially if the
AUM have a defined term of repayment.
19. Typically, GCR will cap (i.e. no higher than) Asset/ Wealth Managers at the intermediate range (-1, 0, +1)
as GCR believes such entities should maintain inherently higher balance sheet and invested asset liquidity
than other FSCs, given their potentially confidence/ market sensitive nature of future cash flows.

Component 4: Comparative Profile
20. All elements are the same as the FSC criteria

Final Rating Adjustment Factors
21. Broadly in line with the FSC criteria, although if structural subordination exists due to regulatory oversight,
GCR may reflect this risk in line with the Criteria for Rating Financial Institutions.
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ALL GCR CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS, TERMS OF USE OF SUCH RATINGS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS, TERMS OF USE AND DISCLAIMERS BY FOLLOWING THIS LINK: WWW.GCRRATINGS.COM. IN ADDITION, RATING SCALES AND DEFINITIONS
ARE AVAILABLE ON GCR’S PUBLIC WEB SITE AT WWW.GCRRATINGS.COM/RATING_INFORMATION. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. GCR's CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, COMPLIANCE,
AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THIS SITE.

CREDIT RATINGS ISSUED AND RESEARCH PUBLICATIONS PUBLISHED BY GCR, ARE GCR’S OPINIONS, AS AT THE DATE OF ISSUE OR PUBLICATION THEREOF,
OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. GCR DEFINES CREDIT RISK AS THE RISK
THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL AND/OR FINANCIAL OBLIGATIONS AS THEY BECOME DUE. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: FRAUD, MARKET LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND GCR’S
OPINIONS INCLUDED IN GCR’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND GCR’S PUBLICATIONS DO
NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND GCR’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL OR HOLD PARTICULAR SECURITIES. NEITHER GCR’S CREDIT RATINGS, NOR ITS PUBLICATIONS, COMMENT ON
THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. GCR ISSUES ITS CREDIT RATINGS AND PUBLISHES GCR’S PUBLICATIONS WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING OR SALE.
Copyright © 2019 GCR INFORMATION PUBLISHED BY GCR MAY NOT BE COPIED OR OTHERWISE REPRODUCED OR DISCLOSED, IN WHOLE OR IN PART, IN
ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT GCR’S PRIOR WRITTEN CONSENT. Credit ratings are solicited by,
or on behalf of, the issuer of the instrument in respect of which the rating is issued, and GCR is compensated for the provision of these ratings.
Information sources used to prepare the ratings are set out in each credit rating report and/or rating notification and include the following: parties
involved in the ratings and public information. All information used to prepare the ratings is obtained by GCR from sources reasonably believed by it to
be accurate and reliable. Although GCR will at all times use its best efforts and practices to ensure that the information it relies on is accurate at the
time, GCR does not provide any warranty in respect of, nor is it otherwise responsible for, the accurateness of such information. GCR adopts all
reasonable measures to ensure that the information it uses in assigning a credit rating is of sufficient quality and that such information is obtained from
sources that GCR, acting reasonably, considers to be reliable, including, when appropriate, independent third-party sources. However, GCR cannot in
every instance independently verify or validate information received in the rating process. Under no circumstances shall GCR have any liability to any
person or entity for (a) any loss or damage suffered by such person or entity caused by, resulting from, or relating to, any error made by GCR, whether
negligently (including gross negligence) or otherwise, or other circumstance or contingency outside the control of GCR or any of its directors, officers,
employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of
any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation,
lost profits) suffered by such person or entity, as a result of the use of or inability to use any such information. The ratings, financial reporting analysis,
projections, and other observations, if any, constituting part of the information contained in each credit rating report and/or rating notification are, and
must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each user of
the information contained in each credit rating report and/or rating notification must make its own study and evaluation of each security it may consider
purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY GCR IN ANY FORM OR
MANNER WHATSOEVER.
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