
Bond Credit Rating Categories  

AAA (Aaa): This is the highest rating, signaling an “extremely strong capacity to meet financial 

commitments,” in the words of S&P. The U.S. government is given this top rating by Fitch and 

Moody’s, while S&P rates its debt a notch lower. Four U.S. corporations, Microsoft, Exxon Mobil, 

Automated Data Processing, and Johnson & Johnson, have AAA ratings, while S&P ranked 10 of 

59 countries AAA as of October 2017. 

AA+, AA, AA- (Aa1, Aa2, Aa3): This rating category indicates that the issuer has a “very strong 

capacity to meet its financial commitments.” The differences from AAA are very small, and it’s 

very rare that bonds in these credit tiers will default. From 1981 through 2010, only 1.3 percent of 

global corporate bonds originally rated AA eventually went into default. Note that bonds usually 

experience rating downgrades prior to actual default. 

A+, A, A- (A1, A2, A3): S&P says about this category: “Strong capacity to meet financial 

commitments, but somewhat susceptible to adverse economic conditions and changes in 

circumstances.” In other words, while Microsoft or an AAA-rated government issuer could 

withstand a prolonged recession without losing the ability to make its debt payments, this is 

somewhat more in question when it comes to securities in the “A” category. 

BBB+, BBB, BBB- (Baa1, Baa2, Baa3): These bonds have “adequate capacity to meet financial 

commitments, but are more subject to adverse economic conditions or changing circumstances.” A 

step down from the A rating tier, BBB- is the last tier at which a bond is still considered 

“investment grade.” Bonds rated below this level are considered “below investment grade” or, more 

commonly, “high yield,” a more risky segment of the market. 

BB+, BB, BB- (Ba1, Ba2, Ba3): This is the highest rating tier within the high yield category, but a 

BB rating indicates a higher level of concern that deteriorating economic conditions and/or 

company-specific developments could hinder the issuer’s ability to meet its obligations. 

B+, B, B- (B1, B2, B3): B-rated bonds can meet their current financial commitments, but their 

future outlook is more vulnerable to adverse developments. This helps to illustrate that credit ratings 

take into account not just current conditions, but also the future outlook. 

CCC+, CCC, CCC- (Caa1, Caa2, Caa3): Bonds in this tier are vulnerable right now and, in S&P’s 

words, are “dependent on favorable business, financial and economic conditions to meet financial 

commitments." Fitch uses a single CCC rating, without breaking it out into the plus and minus 

distinctions as S&P does. 

CC (Ca): Like bonds rated CCC, bonds in this tier are also vulnerable right now but face an even 

higher level of uncertainty. 

C: C-rated bonds are considered most vulnerable to default. Often, this category is reserved for 

bonds in special situations, such as those in which the issuer is in bankruptcy but payments are 

continuing at present. 

D (C): The worst rating, assigned to bonds that are already in default. 
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