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External ratings materially influence capital: a better rating can lower the bank’s capital charge, while a poor rating raises it,

reflecting the obligor’s credit risk. If an obligor lacks an external rating, the standardised approach assigns a 100% RW rather

than assuming the worst rating.

Illustrative example:

-EUR 100 lended to a A-rated Corporate will have a RW of 50%, hence a capital charge of (8% x 50% x 100) EUR 4.

-EUR 100 lended to an Unrated Corporate will have an RW of 100%, hence a capital charge of (8% x 100% x 100) EUR 8.

-EUR 100 lended to a C-rated Corporate will have an RW of 150%, hence a capital charge of (8% x 150% x 100) EUR 12.
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Corporates 20% 50% 75% 100% 150% 150% 100%* CRR Art. 122

CRR III: Exposures to Corporates 

Risk Weights (RW) by Credit Rating

* If an unrated corporate is internally assessed as investment-grade quality (Probability of Default ≤ 0.5%), a 65% risk weight

can be used for output floor purposes during a transitional period until 31 December 2032 (CRR Art. 465). Outside of output

floor calculations, however, the unrated corporate’s own risk weight under the standardised approach remains at 100%.

Under the Basel III/CRR III standardised approach, external credit ratings directly affect the risk 

weights assigned to exposures, which in turn determine the required regulatory capital.



Use of Credit Ratings in CCR III Standardised Approach

Disclaimer

This presentation is intended solely for informational and educational purposes.

It does not constitute investment advice, credit advice, or any other form of recommendation.

While efforts have been made to ensure the accuracy of the information, neither EACRA nor the authors 

accept any liability for errors, omissions, or actions taken based on this material.
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About EACRA: The European Association of Credit Rating Agencies (EACRA) is a platform for cooperation among EU-based Credit Rating

Agencies (CRAs). Our mission is to support CRAs in meeting regulatory requirements through effective communication, cross-border knowledge

sharing, and the promotion of best practices. EACRA also seeks to advance the understanding and value of Credit Ratings within the financial

community and among the general public, while advocating for the interests of CRAs across Europe. Established in November 2009 and registered

in Paris, EACRA is listed in the French Association Directory (N° W751202513) and the EU Transparency Register (ID 24205924101-57).
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