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Best’s Credit Rating Scale and Definitions
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Credit Rating Reports
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Excerpted from Sample Report. Best's Credit Reports. https://web.ambest.com/information-services/sales-information/analytical-products/best%27s-credit-reports

 



NSR: Philippines, Vietnam, India & Indonesia National Scale Mapping
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Rating Scale Comparison Table
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Excerpted from: CROSS II-

Rule No.9 Minimum capital 

for credit risk P.15



Rating Scale Comparison Table
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Excerpted from: CROSS II-

Rule No.9 Minimum capital 

for credit risk P.16



The Nature of Best’s Credit Ratings
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❖ Our credit ratings provide an 

independent, third-party 

opinion of an insurer’s ability to meet 

ongoing insurance and senior financial 

obligations.

❖ The rating opinions are indicative of 

an insurance company’s ability 

to pay claims, debts and other 

financial obligations in a timely manner.

❖ The interactive rating process 

serves as a roadmap for practicing 

sound risk management and effective business 

strategy.

❖ AM Best is the only global credit rating 

agency focused exclusively on 

insurance. Our analysts’ diverse financial, 

operational, claims, underwriting and actuarial 

backgrounds equip them to deliver rating insights 

and research that help insurers, financial 

professionals and consumers make informed 

decisions. 



What Markets Do Best’s Credit Ratings Cover?
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Major Lines of Business:

❖ Property/Casualty (Non-Life)

❖ Life and Annuity

❖ Health

❖ Reinsurance

Specialty Lines:

❖ Alternative Risk Transfer (ART) Vehicles—

Captives, Pools and Risk Retention Groups

❖ Debt—Corporate Debt, Preferred Stock and 

Hybrid Securities, Commercial Paper, 

Insurance-Based Liability or Asset-Backed 

Securitizations, Closed-Block Monetizations

❖ Title Insurance

❖ Fronting Companies

❖ Surety Companies

❖ Takaful, Retakaful and Cooperative Insurers

❖ Lloyd’s and Its Syndicates

Formation Type:

❖ Startups/New Company Formations

❖ Mutual Insurers

❖ Protection & Indemnity (P&I) Clubs

❖ Stock Companies

❖ Fraternal Benefit Societies, Reciprocals, Not-for-

Profit Insurers, Catastrophe Bond Issuers and 

Other Insurance-Linked Securitizations



Ratings for Specific Insurance Formations
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AM Best’s rating criteria recognizes the distinctive characteristics 

of all segments of the market, including reinsurers, alternative 

risk transfer, mutuals and reciprocals, members of groups and 

new company formations. 

Alternative Risk Transfer, Single-Parent Captives, Group 

Captives, Risk Retention Groups and 

Protected Cells

• AM Best currently rates approximately 400 single-parent and 

group captives, risk retention groups (RRGs) and protected 

cell captives in over 20 global jurisdictions, and in more than 

30 US states.

• Our analysis offers insight into a captive’s organization, 

management, governance and performance metrics.

Mutuals

• AM Best currently rates more than 450 mutual insurers, with 

a team dedicated to focusing on this sector. 

• We publish specialty research focused on the mutuals, 

highlighting their unique challenges and opportunities.https://www3.ambest.com/ambv/ratingmethodology/



Who Uses Best’s Credit Ratings?
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• Insurance Carriers

• Agents

• Brokers

• Policyholders

• Financial Institutions

• Investors & Investment Professionals

• Employee Benefits Managers

• Debt & Equity Research Analysts

• Corporate Risk Managers

• Consultants

• Reinsurers

• Captive/Alternative Risk Managers

• Boards of Directors

• Consumers

• Government Agencies (Fannie/Freddie/HUD/FHFA)

• Regulators

• Academics



Best’s global Ratings Coverage
Excl. USA/Canada

Western 
Europe

Eastern
Europe

Middle East

Africa

Asia

Oceania

Latin 
America & 
Caribbean

Bermuda

Interactive rating relationships with insurers/reinsurers in 

over 100 countries worldwide
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Credit Rating in Counterparty 

Selection



Credit Rating in Counterparty Selection
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• Minimum rating threshold
      Business critical requirement (often “A-” minimum ) for credit  

      sensitive market segments e.g. reinsurance, large commercial 

      business. It may also be required by regulators.

• Approved Reinsurer Panels
      Quite often, only reinsurers meeting the minimum rating  

      criteria (e.g. A-) for certain product lines can be included in the 

      approved panel and participate in placements.

• Integrated Due Diligence
      Combine external credit ratings with internal risk assessments, 

      such as capital adequacy, business stability, and historical    

      cooperation records.

• Ongoing Monitoring
      Continuously track rating changes and adjust the approved 

      panel dynamically to manage evolving counterparty risk.

    

• Cross-boarder activities
      (Re) insurers rely on ratings to decide whether a  

       foreign partner is financially strong enough to honor  

       obligations. 

       Ratings also provides flexibility for fronting  

       arrangements and enhanced access to         

       reinsurance.

    



Credit Rating Requirement for Reinsurers in Mainland China
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Excerpted from: 中国保监会关于实施再保险登记管理有关事项的通知保监发〔2015〕28 号
Notice Regarding the Implementation of Reinsurance Registration Management China Insurance Regulatory Commission Document Insurance 

Regulatory Commission [2015] No. 28



Credit Rating Requirement for Reinsurers in Latin America
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Minimum Rating requirements to be registered as a foreign reinsurer in the local Superintendency

Country AM Best S&P Fitch Moody´s Others/Local Notes

Argentina B+ BBB BBB BBB NA

Brasil B+ BBB- BBB- Baa3 NA

Bolivia
B+ BBB BBB Baa NA

Insurers and Reinsurer need to have 

2 ratings

Chile BBB BBB BBB BBB BBB Reinsurer need to have 2 ratings

Colombia B+ BBB-  BBB- Baa3 NA

Costa Rica B+ BBB BBB NA NA

Ecuador A- A- A- A3 NA

El Salvador BBB BBB BBB BBB BBB

Guatemala
BBB-/A BBB-/A BBB-/A BBB-/A BBB-/A

BBB- for Central American 

companies / A on an NSR for locals

Guyana A- from Best or equivalent from the rest

Honduras B+ BBB- BBB- NA NA

México A- AA- AA- Aa3 AA-

Nicaragua B++ BBB BBB Baa2 NA

Panamá No minimum as long as it is rated by a CRA with international 

recognition
Investment grade rating required 

Perú B+ BBB BBB Baa2 NA

República 

Dominicana
B+ BBB BBB Baa NA

Venezuela B+ BBB BBB Baa NA

Uruguay
B+ BBB BBB Baa NA

CRA needs to be registered locally - 

AM Best is not

Note: Please check each 
country's official 
superintendency´s 
requirements for the most up 
to date, official information.



Credit Rating Requirement for Reinsurers in Africa
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• Mandated rating minimums are not

common. 

• Trend from flat minimum capital 

requirements towards risk-based 

(RBC) frameworks.

Requirement on Cross-boarder Reinsurance in African countries
Country Permission Note

ALGERIA YES Cross-border reinsurers must have a credit rating of least “BBB”.

EGYPT YES

Approved reinsurers must be awarded a minimum credit rating from one of the 

leading credit rating agencies, i.e. A M Best (B+), Standard & Poor's (BBB), Fitch 

(BBB) and Moody's (Baa), and subject to minimum capital requirements.

ETHIOPIA YES
Lead reinsurers must carry at least an A- and followers a BB rating from 

international rating bureaus

GABON YES
All foreign reinsurance cessions involving more than 50% of a risk domiciled in 

Gabon, to be submitted to the insurance supervisor for approval.

KENYA YES

NAMIBIA YES

NIGERIA NO
Foreign reinsurers must come through a local insurance broker. Permission to 

reinsure abroad can be sought from regulator.

SENEGAL YES
Foreign insurance cessions exceeding 50% of Senegal domiciled risks require

regulatory approval from the local Insurance supervisor.

SOUTH AFRICA
YES Foreign reinsurers may not actively seek business in South Africa, except through 

a local subsidiary or branch. 

SUDAN YES

Overseas reinsurers and reinsurance brokers must be accredited by the 

Tanzanian regulator (TIRA) and pay annual accreditation levies (USD 10,000 for 

reinsurers and USD 5,000 for brokers).

TANZANIA YES

Overseas reinsurers and reinsurance brokers must be accredited by the Tanzanian 

regulator (TIRA) and pay annual accreditation levies (USD 10,000 for reinsurers and 

USD 5,000 for brokers).

UGANDA YES

Reinsurance can only be arranged with licensed or accredited reinsurers and 

reinsurance brokers, or with foreign reinsurers in which the government of Uganda 

has a stake.

ZAMBIA YES
Reinsurance business can only be placed with locally registered reinsurance 

companies.

ZIMBABWE YES

Note: The info above is excerpted from the report issued by GLOBAL REINSURANCE FORUM in Sep 2025 with the title “Reinsurance Trade Barriers and Market Access Issues Worldwide”: 

https://www.grf.info/images/Publications/TradeBarriers/GRF_Trade_Barriers_Table_-_2024_Review_-_Final.pdf



Reinsurance Trade Barriers & Market Access-Worldwide
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Excerpted from the report issued by GLOBAL REINSURANCE FORUM in Sep 2025 with the title “Reinsurance Trade Barriers and Market Access 

Issues Worldwide”: https://www.grf.info/images/Publications/TradeBarriers/GRF_Trade_Barriers_Table_-_2024_Review_-_Final.pdf
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Credit Risk Differentiation & 

Management



Credit Risk Differentiation
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• Pricing Power Differentials

     Command higher premiums and secure favorable terms to reinsurers with 

      higher credit ratings.

• Collateral & Guarantee Requirements    
      Apply more relaxed margin or collateral requirements for 

      highly rated reinsurers, and stricter terms for those with lower 

      ratings.

• Contractual Protections
       Use rating-based clauses such a shorter        

       payment periods, or additional guarantees for weaker counterparties.

• Portfolio Optimization

     Prioritize partnering with highly rated reinsurers, moderately diversify the 

      risk with lower-rated reinsurers, optimize capital efficiency and returns by   

      adjusting the portfolio structure

•Prioritize partnering with highly rated reinsurers 
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Credit Rating Triggers in 

Reinsurance Contracts



Credit Rating Triggers in Reinsurance Contracts
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• Collateral Triggers

     Require the reinsurer to post collateral or additional security once its credit rating 

      falls below a specified threshold.

• Early /Special Termination Rights

  Allow the cedent to terminate or recapture the contract if the reinsurer’s rating 

      drops to a non-investment-grade level. E.g. cut-off, run-off, Recapture/

      Commutation.

• Step-Up Clauses
       Adjust terms automatically — e.g. margin requirements, collateral levels — 

       following a downgrade.

• Notice and Cure Periods

     Provide a grace period for the downgraded reinsurer to restore its rating or take 

      remedial actions before termination rights are exercised. 



Credit Rating Triggers in Reinsurance Contracts
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Excerpted from the “CASUALTY CATASTROPHE EXCESS OF LOSS REINSURANCE CONTRACT” from website of U.S. Securities and Exchange 

Commissions: https://www.sec.gov/Archives/edgar/data/1018979/000119312508032633/dex103.htm 
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Credit Rating in 

Collateralization Arrangements



Credit Rating in Collateralization Arrangements

• Letters of Credit (LOC)
     A guarantee from a bank LOC to pay the ceding company if the reinsurer    

     fails to meet  its obligations.

• Funds-Withheld (Cash-Deposits)
     The primary insurer simply keeps a portion of the premiums they owe the 

     reinsurer, holding them as a reserve against future losses.

• Trust Funds
      The reinsurer deposits cash or high-quality securities (like government 

      bonds) into a dedicated account that only the primary insurer can access to

      pay claims.

• Dynamic Adjustments       
      Collateral levels may be adjusted over time according to rating changes or    

      exposure  growth. 

25



Credit Rating in Collateralization Arrangements
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Excerpted from : Management of Collateralised Reinsurance – Market Themes & Best Practice, Lloyd’s 2024, page 8

https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-

%20August%202024%20FINAL.pdf

https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
https://assets.lloyds.com/media/2db6c3c3-3b7a-48d9-b49f-f36bd8952246/Collateralised%20Reinsurance%20-%20Best%20Practice%20-%20August%202024%20FINAL.pdf#:~:text=Collateral%20mechanisms%20can%20range%20from%20letters%20of,risk-taking%20capital,%20and%20help%20manage%20liquidity%20risk.
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Credit Rating’s Impact on 

Regulatory Capital 



Credit Rating’s Impact on Regulatory Capital 

28

• Regulatory Framework
      Many regulatory frameworks (such as RBC, Solvency II, 

      and ICS) directly link the capital charge for reinsurance 

      recoverables to credit ratings, and embedded within their 

       insurance statutory regime and regulatory process.

• Practical Implications

   Credit rating clauses in reinsurance contracts can affect the 

      cedent’s regulatory capital calculation. Working with highly 

      rated reinsurers can reduce capital requirements, whereas   

      lower-rated reinsurers require higher risk capital to be held.



Credit Rating’s Impact on Regulatory Capital by Regions

29

Excerpted from: CROSS II-Rule 

No.9 Minimum capital for credit risk

Excerpted from:  Cap. 41R 

Insurance (Valuation and 

Capital) Rules

Excerpted from: 檢查報表-財團
法人保險事業發展中心

China Hong Kong Taiwan
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Introduction of BCR 

(Best’s Credit Rating)
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What is a Best’s Credit Rating?  

bbb-

A++
aaa
aa+

A+
aa
aa-

A
a+
a

A-a-

B++
bbb+
bbb

B+

FSRICR

ICR  = Issuer Credit Rating
FSR = Financial Strength Rating

B-

C++

C+

C

C-

D

FSRICR

B

bb-

b-

c

bb+
bb

b+
b

ccc+
ccc

ccc-
cc

The rating symbols A++, A+, A, A-, B++, B+ are registered certification marks of A.M. Best Rating Services, Inc. 

Note: D is used for non-insurers and securities. Scales E to NR not 

shown. 

➢ICR:

An independent opinion of an entity’s ability to 

meet its ongoing financial obligations

➢FSR:

An independent opinion of an insurer’s financial 

strength and ability to meet its on-going 

insurance policy and contract obligations

➢BCR: 

A forward-looking independent and objective 

opinion regarding an insurer’s, issuer’s or 

financial obligation’s relative creditworthiness.



The Interactive Rating Process

The Interactive Rating Process

• The foundation of the rating process is an 
ongoing dialogue with the rated company’s 
management

• Key rating drivers:

- Balance Sheet Strength

- Operating Performance

- Business Profile

- Enterprise Risk Management

5
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[Rated 
Company] 

Management 
Meeting & 
Requested 
Information 

Preparation

(2-4 weeks)

[Analytical 
Team] 

Preview provided 
materials

（2 – 4 weeks）

[Rated 
Company & 

Analytical Team] 

Management 
Meeting

（1 day）

[Analytical 
Team] 

Post-MM 
analysis         

（ 6-8 weeks）

[Analytical 

Team] 

Rating 
Committee 

Meeting

（1 day）

[Rated 
Company] 

Feedback on 
Press Release 

and Credit 
Report

（10 calendar 
days）

Typical Rating Timeline (Full Rating) 



The Interactive Rating Process

The Interactive Rating Process
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The Interactive Rating Process

The Interactive Rating Process

8

• Ratings are determined by a rating 

committee, by simple majority vote

A Snap at Mock Rating Committee at AM BEST Market Briefing at 

21st Singapore International Reinsurance Conference

https://player.vimeo.com/video/1134237608?h=5b79192208&badge=0&autopause=0&playe

r_id=0&app_id=58479
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Overview of AM Best’s Rating 

Methodology



Best’s Credit Rating Methodology (BCRM)
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Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensi

ve

Adjustment

(+1/-1)

Rating 

Lift/Drag
Issuer 

Credit 

Rating

Country Risk

Maximum + 2

Financial 

Strength 

Rating

• AM Best’s interactive rating process is intended to provide an opinion of a company’s ability to 
meet its ongoing obligations

• The building blocks of AM Best’s ratings process are outlined below
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Balance Sheet Strength



BCRM Building Blocks: Balance Sheet Strength 
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Balance Sheet 

Strength Baseline
Assessment

Strongest a+/a

Very Strong a/a-

Strong a-/bbb+

Adequate 

bbb+/bbb-

Weak bb+/bb-

Very Weak b+ and 

below

Balance Sheet Strength Components

• BCAR Assessment • Quality of Capital

• Stress Tests • Quality of Reinsurance

• Liquidity • Reinsurance Dependence

• Asset-Liability Management • Reinsurance Appropriateness

• Internal Capital Models • Fungibility of Capital

• Financial Leverage • Quality of Assets

• Operating Leverage • Financial Flexibility

• Interest Coverage • Strength of Reserves

Baseline

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensive

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)
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Best’s Capital Adequacy Ratio (BCAR)

• Primary quantitative tool used to evaluate balance sheet strength is BCAR

BCAR =
(Available Capital - Net Required Capital)

x 100
Available Capital

VaR Level (%) BCAR BCAR Assessment

99.6 > 25 at 99.6 Strongest

99.6 > 10 at 99.6 & ≤ 25 at 99.6 Very Strong

99.5 > 0 at 99.5 & ≤ 10 at 99.6 Strong

99 > 0 at 99 & ≤ 0 at 99.5 Adequate

95 > 0 at 95 & ≤ 0 at 99 Weak

95 ≤ 0 at 95 Very Weak

* Companies with < 20 million USD in capital & surplus cannot qualify in strongest category



国家风险
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国家风险: 一个国家特有的风险，而该风险对保险公司偿付财务债务的能
力可能造成不利影响

不同于:

主权违约风险: 一个主权政府无力及时和足额清偿其债务的概率



Country Risk
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Economic Risk

Macroeconomy

Prospects

Government Finance

Political Risk

Business Environment

Government Stability

Social Stability

Legal System

Financial System Risk

Non-Insurance

Insurance

Banking System

Reporting Standards & Regulation

Sovereign Debt

Government & Legislation

Supervisory Authority

Insurer Accountability

CRT – 1 

Lowest Risk

CRT-5

Highest Risk

CRT-3

Moderate Risk



Country Risk Tiers in Asia Pacific

16

CRT 1

CRT 3

CRT 4

• Australia

• Singapore

CRT 2

• Hong Kong

• Japan

• Macau

• New Zealand

• South Korea

• Taiwan

• India

• Indonesia

• Philippines

• Sri Lanka

• Vietnam

CRT 5

• Bhutan

• Cambodia

• Laos

• Micronesia

• Mongolia

• Myanmar

• Nepal

• Sri Lanka As of 7 Apr 2026

• China

• Malaysia

• Thailand

• Cook Islands



BCRM Building Blocks: Balance Sheet Strength 
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R
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s
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e

n
t 

(R
a
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n

g
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n
it

)

Country Risk Tier

CRT-1 CRT-2 CRT-3 CRT-4 CRT-5

Strongest a+/a a+/a a/a- a-/bbb+ bbb+/bbb

Very Strong a/a- a/a- a-/bbb+ bbb+/bbb bbb/bbb-

Strong a-/bbb+ a-/bbb+ bbb+/bbb/bbb- bbb/bbb-/bb+ bbb-/bb+/bb

Adequate bbb+/bbb/bbb- bbb+/bbb/bbb- bbb-/bb+/bb bb/bb- bb/bb-/b+

Weak bb+/bb/bb- bb+/bb/bb- bb-/b+/b b+/b/b- b/b-/ccc+

Very Weak b+ and below b+ and below b- and below
ccc+ and 

below

ccc and 

below

Baseline

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensive

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)
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Operating Performance



BCRM Building Blocks: Operating Performance

Operating 

Performance 

(+2/-3)

Assessment

Very Strong +2

Strong +1

Adequate 0

Marginal -1

Weak -2

Very Weak -3

Baseline

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensive

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)

Underwriting 
Performance

• Loss Ratio

• Expense Ratio

• Combined Ratio

Investment Ratio

• Net Yield on
Invested Assets

• Pre-Tax Total Return
on Invested Assets

Total Operating Earnings

• Pre-Tax Return
on Revenue
(ROR)

• Operating Ratio

• Operating ROE

Stability

19
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Business Profile



BCRM Building Blocks: Business Profile
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Baseline

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensive

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)

Business Profile Review Components

Market position Management quality 

Degree of competition
Regulatory, event, market and 

country risks

Product/Geographic Concentration Product risk

Distribution channels
Innovation

Pricing sophistication & data 

quality 

Business Profile

(+2/-2)

Assessment

Very Favorable +2

Favorable +1

Neutral 0

Limited -1

Very Limited -2

Business profile is a qualitative component that directly affects the quantitative measures.



Impact of Operating Performance & Business Profile on Balance Sheet 
Strength
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BCRM Building Blocks: Enterprise Risk Management 

24

Enterprise Risk 

Management

(+1/-4)

Assessment

Very Strong +1

Appropriate 0

Marginal -1

Weak -2

Very Weak -3/4

Baseline

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensive

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)

Framework Assessment Components

Risk identification and reporting

Risk appetite and tolerances

Stress testing and non-modelled risks

Risk management and controls

Governance and risk culture

Risk Evaluation Review Components

Product &

underwriting risk
Operational risk

Reinsurance risk Concentration risk

Legislative/ regulatory/ 

judicial/economic risk
Investment risk

Reserving risk
Liquidity & capital 

management risk



BCRM Building Blocks: Comprehensive Adjustment & Lift/Drag
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Lift / Drag Considerations

• Critical to the Group’s Strategy • Provides Source of Diversification

• Contribution to Group Earnings • Integration into Group Earnings

• Brand / Reputation • Necessary for Licensing

• Necessary for Rate Flexibility • Regulatory Protection

• Guarantee / Maintenance Agreement • Reinsurance Support

Baseline

Business 

Profile

(+2/-2)

Enterprise 

Risk 

Management

(+1/-4)

Comprehensive

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)
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Recap on Building Blocks



Building Block Approach Recap
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Balance 

Sheet 

Strength

Baseline

Operating 

Performance

(+2/-3)

Business 

Profile

(+2/-2)

Enterprise Risk 

Management

(+1/-4)

Comprehensive 

Adjustment

(+1/-1)

Rating 

Lift/Drag

Issuer 

Credit 

Rating

Country Risk

Maximum + 2

Financial 

Strength 

Rating



BCRM Building Blocks: Issuer Credit Rating vs. Financial Strength Rating
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Issuer Credit Ratings

An independent opinion of an 

issuer/entity's ability to meet 

its ongoing senior financial 

obligations. This rating is 

assigned to insurance 

companies and related 

holding companies and other 

legal entities authorized to 

issue financial obligations.

Financial Strength Ratings

An independent opinion of an 

insurer's financial strength and 

ability to meet its ongoing 

insurance policy and contract 

obligations. This rating is assigned 

to insurance companies.

Long-Term ICR FSR

aaa, aa+ A++

aa, aa- A+

a+, a A

a- A-

bbb+, bbb B++

bbb- B+

bb+, bb B

bb- B-

b+, b C++

b- C+

ccc+, ccc C

ccc-, cc C-

c D



What are the Characteristics of Highly-Rated AM Best (Re)insurers?
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• Superior and stable risk-adjusted capitalisation across the various confidence levels

• Strong, predictable and sustainable operating profitability developed from a favourable lower-

risk liability profile, with results exhibiting limited volatility

• Strong and stable operating cash flows, with books of business demonstrating favourable 

retention trends

• Diversified earnings and revenue streams

• Consistency of key metrics compared with peers

• Competitive advantage in branding, customer experience, investments, and/or underwriting

• Competitive market position leading to pricing power in core business lines

• Effective use of technology/data analytics which positively impacts performance

• Market-leading distribution system

• Comprehensive and proactive enterprise risk management

• Long-term, well-developed business strategy that has been tested over time

• Strong management team

• Key operations in stable regulatory environments
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Rob Curtis – Co-CEO & Managing Director 

AM Best – Rating Services

6 Battery Road, #39-04, Singapore, 049909

Tel: +65 6303 5007 | Mobile: +65 9633 6118 (no SMS)

Email: rob.curtis@ambest.com

Judy Li– Market Development Manager 

(Greater China)

AM Best – Rating Services

6 Battery Road, #39-04, Singapore, 049909

Tel: +65 63035011 | Mobile: +65 96363678 (no SMS)

Email: judy.li@ambest.com

AM Best Contact Information 
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