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ABSTRACT 

Research Title 

Zimbabwe commercial banks' credit rating systems and their compliance with those of 

international rating agencies.  

 

Name of Researcher: Andrew Kunje 

Name of Supervisor:  Dr T. Chitate 

Date completed:  November 2015 

 

Statement of the Problem 

Zimbabwe’s banks experienced a steep upward trend in non-performing loans (NPLs) from 

1.8% in December 2009 to 20.45% in September 2014 (Reserve Bank of Zimbabwe, [2014, 

September], Quarterly industry report, p. 10). This was a phenomenal rise of 1036.11% in 5 

years. Most of Zimbabwe’s banks are currently facing challenges in reducing the level of 

NPLs.  It could be that Zimbabwe banks’ credit rating systems lack robustness which could 

be contributing in causing the steep rise in the NPLs. 

 

The study aims to assess and evaluate the credit rating systems used by commercial banks in 

Zimbabwe in comparison with those of international rating agencies. 

 

Research Methodology 

The research used both qualitative and quantitative techniques in gathering data. The target 

population was all the heads of credit departments of the 13 commercial banks in Zimbabwe. 

These 13 commercial banks constituted the entire population and the research covered 100% 

of these commercial banks. A questionnaire was used to collect data from the target 
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population. The questionnaire had a Likert scale design for the data which was subjected to 

quantitative analysis.  The Likert scale ranged from 1 to 5 (1 – never, 2 – rarely, 3 – 

sometimes, 4 – often and 5 – always). 
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Findings of the study 

1. Commercial banks in Zimbabwe always used credit rating models as evidenced by 100% 

of the respondents who stated that their banks used credit rating models. The models are 

used to compute customer credit ratings as part of the creditworthiness assessment which 

is done before considering giving loans. 

2.  The credit rating models were reviewed annually to factor in any changes in the 

operating environment.  This was confirmed by a mean of 4.83 and a mode of 5 which 

were in agreement with the respondents who submitted that the models were always 

reviewed (91.7% positive response). There was not much variation based on a standard 

deviation of 0.577 confirming that all commercial banks reviewed their credit rating 

models. 

3. The credit rating systems of the Zimbabwe commercial banks were aligned to the 

Reserve Bank of Zimbabwe ratings.  A mean of 4.92 and a mode of 5 supported by a 

frequency of 91.7% indicated that the Zimbabwe commercial banks’ rating systems were 

aligned to the ratings of the Reserve Bank of Zimbabwe. 

4. All the questionnaire respondents provided similar feedback that Zimbabwe commercial 

banks used financial and non-financial information, and that their credit rating models 

auto-calculated credit ratings based on data fed into the credit rating systems. This was 

vouched by a mean of 4.92, a median of 5 and a mode of 5 which were in line with a 

frequency of 91.7% indicating that all Zimbabwe commercial banks use financial and 

non-financial information in the credit rating process and the credit rating systems 

automatically compute the customer credit rating based on the data. The standard 

deviation on each of the following: “use of financial information”; “use of non-financial 

information”; and “models automatically calculate credit rating results” was 0.289 

confirming that there was not much variation. 
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5. Credit reference bureaux were used to get reference information on potential and existing 

customers as part of the credit rating process. This was supported by a mean of 4.92% 

and a mode of 5 which were consistent with a frequency of 91.7%.  There was little 

variation in the responses as confirmed by the dispersion of the responses (standard 

deviation of 0.289). 

6. Industry and external environment information was used in assessing the customer credit 

rating as evidenced by a mean of 5 and a mode of 5 which were in line with a frequency 

of 100%. There was no variation as the feedback was that all Zimbabwe commercial 

banks use the industry and external environment information when assessing customer 

credit rating (standard deviation of 0.000). 

7. In addition to the industry and external environment information, all commercial banks 

in Zimbabwe use the borrower’s financial and reputational information to assess credit 

rating. This was evidenced by a frequency of 100% for the respondents who submitted 

that their banks used borrower’s financial and reputation information in the rating 

process. 

8. All the Zimbabwe commercial banks had management override policies and 

management committees reviewed these policies. This was confirmed by a mean that 

ranged from 4.5 to 5 and a mode of 5 which were supported by the frequencies on the 

existence of management override policies (often – 41.7% and always – 58.3%) and that 

management committees review these policies (often – 8.3% and always – 91.7%). There 

was little variation in these responses (standard deviation ranged from 0.2 to 0.6). 

 

The respondents further indicated that where credit policies existed, management 

overrides were rare. This was confirmed by a mean of 1.58, a mode of 2 and a standard 
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deviation of 0.515 which were supported by the frequencies on management 

modification of credit rating results (rarely – 58.3% and never – 41.7%). 

9. The boards of all the Zimbabwe commercial banks oversee the credit risk and processes. 

All the research questionnaire respondents (100%) stated that their banks have boards 

that provide oversight on credit risk. This was supported by a mean of 5, a median of 5, a 

mode of 5 and a standard deviation of 0.000. 

10. There was a strong negative correlation between the existence of management override 

policies and management propensity to modify credit rating results. The correlation 

result was r(10) = -0.714, p<0.01.  This was supported by a cross tabulation analysis 

which showed that where there were always credit policies, management overrides of 

credit ratings were rare. 
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Conclusion 

The findings revealed that the credit rating systems for Zimbabwe commercial banks are 

aligned to those of international rating agencies. This was premised on that the Zimbabwe 

commercial banks use financial and non-financial information relating to the borrower, the 

environment (industry and PESTEL) information and models that automatically calculate the 

customer’s credit rating based on such information. Further, the models were subjected to 

periodic validation and aligned to the RBZ standards. The RBZ standards were aligned to 

international rating agencies’ standards (Bank licensing, Supervision & surveillance, 

Guideline number 04-2004/BSD, Accreditation of credit rating agencies). 

 

The study noted that there was a negative correlation between the existence of policies and 

the management override of credit ratings.  Therefore commercial banks with credit override 

policies that are not stringent have a high likelihood of having many management overrides. 

 

Based on the above, Zimbabwe commercial banks’ credit rating systems are similar to those 

of international rating agencies, as they apply the same standards, and use the same 

information about the borrower and their macro-environment.  
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Recommendations 

1. Based on the findings, commercial banks should continue to review the relationship 

between the strengths of their credit policies and the implementation of credit overrides 

on credit ratings. 

 

Recommendations for further study 

1. A similar study could be carried out on banks in the Southern Africa region to assess 

how their credit rating systems compare with those of international rating agencies, and 

infer into the impact of their credit policies on management overrides of credit ratings. 

This could be informative when a comparison of developing countries in the same region 

is made.  

2. Further study would be necessary in order to understand the causes for the variances 

between the level of NPLs for the country’s banks and the international standard of 5%. 

Meanwhile, the RBZ encouraged banks to gradually reduce NPL ratios to within 5% by 

December 2016 (Reserve Bank of Zimbabwe, (2015, July), Monetary policy statement). 
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CHAPTER ONE  

 

INTRODUCTION 

 

Background of the study 

Credit rating systems are used by commercial banks to assess the creditworthiness of 

potential customers before credit is granted and for the ongoing monitoring of credit 

performance over its tenure until the loan or advance is finally repaid.  Rating systems are 

part of the commercial banks’ credit risk management processes aimed at minimising the 

level of non-performing loans (NPLs) and credit impairment.  

 

Credit risk management is one of the key focus areas of banks as loans and advances often 

constitute a significant portion of banks’ statements of financial position. Reserve Bank of 

Zimbabwe (RBZ) report, as at 30 September 2014, showed that the ratio of loans to deposits 

in the Zimbabwe economy was 78%. Loans and advances stood at USD3.88 billion while 

deposits amounted to USD4.96 billion. This is relative to Zimbabwe’s GDP (gross domestic 

product) which was USD13.49 billion in 2013. Out of the USD3.88 billion, 2% was advanced 

to Central Government and state enterprises and 77% to corporates. Banks become debtors 

upon accepting deposits from their customers. When funds are lent out there is a credit risk 

that the borrowers might default on expected repayment terms. Credit rating assists in 

assessing counterparties’ creditworthiness at a point in time or over a specific term, usually 

short term (under 1 year) and medium term (1 to 3 years). 

 

In order to absorb risks associated with banking activities, capitalisation thresholds for 

Zimbabwe commercial banks are set at USD25 million for tier II banks and USD100 million 
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for tier I banks, which should be attained by 2020. “Tier I segment comprises of large 

indigenous commercial banks and all foreign banks. These will conduct their core banking 

activities, and in addition, offer other activities such as mortgage lending, leasing and hire 

purchase that have longer term maturities as well as other sophisticated products”. The Tier II 

banks comprise, “… of commercial banks, merchants banks, building societies, development 

banks, finance houses and discount houses that will only conduct their core banking 

activities. The Tier II banking institutions should maintain minimum capital requirements of 

$25 million” (Reserve Bank of Zimbabwe, (2014, August 25), Monetary policy statement, 

pp. 38-39.  Thresholds were set for different categories and types of banks following failures 

that led to the closure and loss of depositors’ funds. The failures were mainly attributed to 

risk management and governance processes that required enhancement. During the past 12 

years, banks such as United Merchant Bank, Royal and Allied Bank closed due to 

undercapitalisation and others due to the level of non-performing loans or both. 

 

The high level of non-performing loans erodes the capital of banks. At the time that Royal 

Bank was last inspected by RBZ, non-performing loans constituted 99.29% of its loan book 

of USD1.52 million as at 31 May 2012 (Reserve Bank of Zimbabwe. (2012, July 31). Press 

statement). According to the statement, “The Board of Directors’ decision followed failure by 

the institution to raise the requisite minimum capital within the stipulated regulatory 

timeframes, and to conduct banking business in accordance with sound administrative and 

accounting practices, and risk-management procedures.” The average ratio of non-performing 

loans to total loans in the banking industry trended from 1.80% in December 2009 to 20.45% 

in September 2014 (Reserve Bank of Zimbabwe, (2014, September), Quarterly industry 

report, p. 10). This calls for enhanced credit risk management approaches to reverse the trend 

that can potentially cause serious systemic risks to the banking industry. 
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Commercial banks adopt sound credit rating systems in order to determine the 

creditworthiness of counter-parties so as to minimise the level of risk that will manifest in the 

form of non-performing loans. Globalisation has enabled credit ratings to be independently 

carried out by international credit rating agencies such as Moody’s.  

 

Credit ratings are also used to assess the quantum of loans that match a counter-party’s 

creditworthiness. Some credit ratings that fall outside the “credit appetite” of the lender 

(banks) will not qualify for credit. While the Reserve Bank of Zimbabwe, in collaboration 

with the Ministry of Finance and Economic Development, have set up Zimbabwe Asset 

Management Company (ZAMCO) that will buy non-performing loans from banks (Reserve 

Bank of Zimbabwe, [2014, September], Quarterly industry report), credit rating carried out 

by commercial banks on their potential and existing borrowers should help in observing 

robust credit management approaches to contain NPLs to acceptable levels.  
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 Statement of the Problem 

Banks in Zimbabwe experienced a steep upward trend in NPLs from 1.8% in December 2009 

to 20.45% in September 2014 (Reserve Bank of Zimbabwe, [2014, September], Quarterly 

industry report, p. 10). This was a phenomenal rise of 1036.11% in 5 years. The statistics 

cover all banks. Most of Zimbabwe’s banks are currently facing challenges in trying to 

reduce the level of NPLs.  It could be that the lack of robustness in the Zimbabwe credit 

rating systems could be a factor causing the steep rise in the NPLs. 

 

The study aims to identify Zimbabwe’s commercial banks’ credit rating systems and compare 

them with those of international rating agencies. 

 

Research Questions 

The study seeks to find answers to the following questions: 

1. To what level are Zimbabwe commercial banks’ credit rating models incorporating 

international assessment standards? 

2. In what ways do the customer credit rating assessments carried out using these models 

take into account the impact of the macro-environment, industry and the corporate 

customers’ performance? 

3. To what extent do the banks’ credit policies impact management override of credit rating 

results? 
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Hypothesis 

Ho1:  

Zimbabwe’s commercial banks’ credit policies do not impact override of credit rating results. 

 

Purpose of the Study 

The study aims to assess the customer credit rating systems of commercial banks and get an 

insight into how these compare with international credit rating agencies’ credit rating 

systems. Besides, this study seeks to come up with recommendations on how the ratings 

systems could aid in containing non-performing loans. 

 

Significance of the Study 

An evaluation of the credit rating systems of commercial banks can be used to infer into the 

credit rating systems of all banks since commercial banks made up 72% (13 out of 18) of 

banks as at 30 June 2015. The results of the study may also be used to enhance the credit 

rating processes and systems with the objective of containing NPLs in the economy and use 

the limited credit resources to achieve better economic growth. 

 

The study presented an opportunity for the researcher to gain more insights into the credit 

rating systems of commercial banks in Zimbabwe and how these compare with those of 

international credit rating agencies. This will help the banking sector in Zimbabwe to 

constantly align its systems with best international practice. 
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Assumptions 

Credit ratings play a pivotal role in the assessment of potential borrowers’ and existing 

counterparties’ creditworthiness. This study assumes that every bank has a credit rating 

system and that the banks are aware of the existence of international credit rating agencies. 

 

The study further assumes that all corporate non-performing loans have been credit-rated at 

some point in time before the loans were granted. 

 

Each commercial bank has an overall officer responsible for lending. The officer may be 

known by the title Head of Credit or any other applicable alternative. The researcher 

collected data relating to this study from the officers in charge of credit in each of the 

sampled commercial banks. 
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1.8 Conceptual Framework 

            

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

(a) Credit rating institutions and rating systems: 

 

- Approval of the rating institutions 

- Reputation and NPL ratios of the institutions 

- Credit rating models of the rating institutions 

 

(b) Customer credit rating assessment: 

 

- The impact of the macro environment 

- The industrial sector analysis 

- The corporate’s strategy and financial performance 

 

(c) Management override of credit rating results 

- Rules governing management override of credit rating results. 
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Limitations of the Study 

Owing to time and resource constraints, the study focuses on commercial banks within 

Zimbabwe only.  

 

The researcher focuses on a sample made up of all commercial banks, which is considered 

quite representative as covering all banks is not possible given the finiteness of time and 

resources. 

 

Delimitations of the Study 

The study focuses on commercial banks as these constitute the majority of banks and are 

representative of the entire population of banks from a credit rating view point. The 

researcher could have included other banks such as building societies, but this would not 

have made much material impact on the research findings and conclusions. 

 

The geographical coverage has been restricted to the capital city, Harare, as all commercial 

banks have their head offices and main credit lending offices in the city. Credit control is 

centralised at credit head offices, hence as the Heads of Credit Departments are in Harare, the 

geographical area was restricted to the capital city.  
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Organisation of the Study 

Chapter 1: Is the introduction of the research study and covers background of the study, 

statement of the problem including the research question and the hypothesis, purpose of the 

study, conceptual framework, applicable assumptions, limitations, delimitations and 

definition of terms. 

 

Chapter 2: This chapter deals with reviewed literature which is relevant to the study. It 

covers the concepts, theories and arguments by authors and critics on credit rating. The 

literature attempts to address the research question. 

 

Chapter 3: This chapter provides detail on the research design, the research population, 

sample, sampling procedure, data collection and analysis procedures. The population 

constitute institutions that are domiciled within the geographical boundaries of Zimbabwe, 

for easy of data collection. 

 

Chapter 4: In this chapter, the collected data is analysed and interpreted using statistical 

tools. The results coming out of the analysis and interpretation are used to provide 

conclusions as covered in chapter 5. 

 

Chapter 5: This chapter contains the summary, findings, conclusions, and recommendations 

for further studies. Recommendations were based on the results of the research.  
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Definition of Terms 

1. Credit rating: is the evaluation of the creditworthiness of a debtor, that is corporate or a 

governmental institution. The definition of credit rating does not cover individuals. 

2. Credit risk: the potential that a bank borrower will fail to meet their obligations when 

they fall due. 

3. Systemic risk: this is the risk that the entire banking sector will collapse as opposed to 

the failure of one bank. 

4. Non-performing loans: these are loans that have failed to meet repayment of capital and 

payment of interest by a defined number of times. For loans with monthly repayments, 

usually three months are considered default and any period less than three months is 

close to default. 

5. Capitalisation threshold: the minimum capital that an institution is required to have to 

support its business. In this context, the capitalisation threshold relates to capital for 

banks in Zimbabwe. 
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CHAPTER TWO 

 

LITERATURE REVIEW 

 

Background Information – Bank Lending and Principles of Credit Risk Management 

 

Lending money to credit worthy customers and getting repayment is a major part of banks’ 

functions. The principles of sound lending are the same for loans that are granted to the 

various types of bank customers (Basel Committee on Banking Supervision (2000, 

September). The principles therefore apply in the same way to customers in Zimbabwe as 

they apply to customers elsewhere in the world. 

 

Loans constitute a significant portion of local banks’ balance sheets as they made up 51% of 

the banks’ total assets of USD6.7 billion as at 31 December 2013 (Reserve Bank of 

Zimbabwe, [2013], Annual report), and adherence to the principles of sound lending assist in 

managing risks that could erode the value of the assets. In addition to the principles, there are 

statutory and regulatory guidelines on credit risk management. 

 

Various types of customers and potential customers seek credit from banks for a myriad of 

requirements. The customers can be individuals, private companies, public companies and 

government, among others. Domestic and multi-national corporations constitute part of the 

corporate customers. A multi-national corporation has an international approach to 

production of goods and/or services and serves both domestic and international markets. 

According to OECD, (2008), Guideline for multi-national enterprises, many multi-national 

enterprises have demonstrated that respect for high standards of business conduct can 
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enhance growth. Loans from the banks are used to meet consumption, production and growth 

needs of different types of customers in both domestic and international markets. The loans 

range from short-term to long-term facilities. 

 

Large facilities may require banks to pool their resources and manage risk jointly, in which 

case loans called syndicated facilities are arranged. A syndicated loan is one that is provided 

by a group of lenders and is structured, arranged, and administered by one or several 

commercial or investment banks known as arrangers (Standards & Poor’s (2011, September), 

A guide to the loan market). 

 

Lenders can be small to large and domestic or international banks. Banks observe principles 

of credit risk management in order to be successful in lending. 

 

Banks’ business of lending is not free from risks. The major risk in lending is credit risk. The 

Basel Committee on Banking Supervision (2000, September) defined credit risk as the 

potential that a bank borrower or counterparty will fail to meet its obligations in accordance 

with agreed terms. Credit risk should be assessed together with other risks that affect a bank, 

to achieve effective enterprise-wide risk management.  

 

The Basel Committee drafted 17 principles which provide guidelines on assessment of banks’ 

credit risk management processes. The principles were classified into five areas, namely: 

(a) Establishing an appropriate credit risk management environment; 

(b) Operating under a sound credit granting process; 
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(c) Maintaining an appropriate credit administration, measurement and monitoring 

process; 

(d) Ensure adequate controls over credit risk; and 

(e) The role of supervisors. 

 

The Basel principle number 17 on credit risk management include statements that, 

“Supervisors should require that banks have an effective system in place to identify, measure, 

monitor and control credit risk as part of an overall approach to risk management. 

Supervisors should conduct an independent evaluation of a bank’s strategies, policies, 

procedures and practices related to the granting of credit and the ongoing management of the 

portfolio”. Supervision of banks is governed by an Act and the RBZ is responsible for 

continuously monitoring and supervising banks (Banking Act, Chapter 24:20, Section 45, 

para 1 (b)). 
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Level of Non-Performing Loans 

Loans are advanced to customers of banks on conditions that they will be paid back over 

time. The banks usually earn interest on the loans. The interest is calculated using the agreed 

rate, which can be a fixed rate or a rate that fluctuates with the market rates that prevail from 

time to time. Credit risk is high when there is a high probability that the client will fail to 

repay the loan and interest. Failure to meet loan repayments and interest payments, results in 

loans that are classified as not performing well.  

 

Non-performing loans are managed with the aid of information technology systems. The 

systems do a number of tasks such as debt arrears aging, credit limit monitoring and credit 

rating. Credit rating is done at the time of evaluating whether to grant a credit and during the 

life of the credit.  

 

Zimbabwe’s non-performing loans rose from 1.8% in 2009 to 20.45% in September 2014 and 

softened to 15.91% in December 2014. The Reserve Bank of Zimbabwe, in the January 2015 

Monetary Policy Statement stated that, “(t)he decline in the NPL ratio noted over the quarter 

is largely attributable to the closure of Interfin and Allied banks and general improvement in 

loan quality in a few banks”. The total loans and advances stood at US$4 billion as at 31 

December 2014. The RBZ monetary policy statement of August 2014 indicated that 

borrowers were not matching period of loans to the purposes of the loans and that banks risk 

management processes also contributed to the rise in NPLs as they were wanting in some 

cases. The following is an extract from the August 2014 statement, “The rising NPLs in the 

banking sector since 2009 can be attributed to the operating environment that has 

characterized the post multi-currency period when businesses and individuals rushed to 

obtain bank credit to expand their businesses which had been starved of cash during the 
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hyperinflationary era. Indeed banks extended credit and economic activity expanded. 

Unfortunately this was done by utilizing short term funding to purchase long term assets 

(thereby creating funding mismatches) on the expectation that this phase was going to 

continue or that it was sustainable. The other fundamental causes of rising NPLs include 

institution specific factors such as weak corporate governance practices and risk management 

systems.  

 

The level of NPLs is measured using various ways including the ratio of total NPLs to total 

loans. The quantum of NPLs in a bank will depend on the risk management principles 

adopted and the extent to which they are adopted by each bank. Key variables impacting on 

the level of NPLs are the rating institutions and their rating models, customer 

creditworthiness assessment and management override of the outcome of credit rating 

systems.  

 

The Reserve Bank has assisted in the establishment of an independent corporation, 

Zimbabwe Asset Management Corporation (ZAMCO) in order to assist in resolving the 

challenge of the non-performing loans. According to the Reserve Bank of Zimbabwe, (2015, 

January), Monetary policy statement, “The Corporation is modelled along similar asset 

management companies formed in other countries such as in South Korea (Korea Asset 

Management Corporation), Nigeria (Asset Management Corporation of Nigeria), Indonesia 

(Indonesian Bank Restructuring Agency) and Malaysia (Danaharta)”. 
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Ratio of Non-Performing Loans to Total Loans 

The ratio of non-performing loans for all banks in Zimbabwe was 15.91% in December 2014. 

The ratio of non-performing loans to total loans varies from one bank to another, culminating 

in the average ratios. Some banks will have low ratios while others have high ratios. Risk 

management approaches used by each bank impact on the quality of the loan assets. 

 

In June 2012, the ratio of NPLs for all banks peaked at 12.28% since 2009. This ratio is the 

average of the individual banks’ ratios as at the same date. High NPL ratios suggest that risk 

management is not effective. This could lead to the going concern status of the bank being 

affected, as capital is eroded by NPLs. According to the RBZ press statement of 31 July 

2012, Royal Bank surrendered its banking licence in July 2012 and opted for closure because 

the bank had failed and one of the indicators was a high NPL ratio of 99.29% out of its loan 

book of USD1.52 million. 
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Level of Credit Impairment 

The performance of loans that have been granted is monitored until full repayment or to 

determine the level of provisions that should be made. Reserve Bank of Zimbabwe Statutory 

Instrument 205 of 2000 states that “provisions” means amounts set aside to the provisions for 

loan losses account consisting of general provisions and specific provisions. These provisions 

relate to debts that are doubtful and not to debt that are already bad (Ireland J (2005:56), 

Principles of accounting). 

 

The purpose of provisions is to adjust the asset balances to a level that is recoverable.  

Banks use internal rating systems to gauge the level of a counter-party’s performance. The 

process entails a review of future economic conditions and, sometimes, stress testing.  

 

The principles emphasise that there should be reviews of the loans against agreed terms and 

to assess conformity to procedures, policies, regulations and statutes. Further, remedial action 

should be taken against deteriorating credit. 

 

Failure to adhere to proper risk management controls lead to credit impairment or loan 

impairment. “Under IFRS, “impaired loans” are considered to be the best measure of problem 

loans. Per IFRS, a loan is deemed to be impaired if: there is objective evidence of impairment 

(i.e. a “loss event”), and that loss event (or events) has an impact on the estimated future cash 

flows from the loan that can be reliably estimated” (Moody’s Investors Services (2011, 

February), Banking account & ratio definitions). 
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“A key issue of credit risk management is controlling risk” (Brown K & Moles P, (2011:23), 

Credit risk management). The two authors went on discuss credit triggers and loss given 

default (LGD). According to Brown K & Moles P, a credit trigger is any factor which can 

influence the value of a counterparty and affect the value of the transaction; and a loss given 

default is the amount of loss if a default should take place.  

 

Any trigger that points to a deterioration credit should be factored into the management of the 

credit and be evidenced by a down grading of the credit performance ranking. Sometimes 

collateral is called for to mitigate the risk of loss in the event of a default. These events and 

measures are monitored and remedial action plans should be formulated for implementation 

as highlighted by the principles.  

 

According to the literature referred to above, credit impairment therefore happens when there 

is an event that gives a loss, as current or future cash flows become inadequate to cover the 

loan repayment and interest payment commitments. A non-performing loan may not result in 

credit impairment if current or future cash flows from the disposal of collateral and/or other 

payments by the customer do not result in a shortfall in settling the outstanding debt. 
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Credit Rating Institutions  

Rating agencies are categorised into internal and external agencies. External agencies are 

agencies that are outside the geographical boundaries of Zimbabwe. These external agencies 

include the international rating agencies. For the purposes of this study, the internal agencies 

will be related mainly to the three top external agencies namely Moody’s, Fitch and Standard 

& Poors. According to the Reserve Bank of Zimbabwe, Banking Licensing, Supervision and 

Surveillance guideline number 04.2004/BSD on accreditation of rating agencies, there are 

two different types of ratings, that is, internal and external ratings. “External ratings are 

generated by external credit rating agencies, and are made public, while internal ratings are 

private information generated by financial institutions (notably banks) to evaluate the risks 

they take in their own books, typically not even communicated to the rated firm”  

 

Whereas the external rating agencies’ ratings are made public, internal ratings (made by 

banks) are not public. The counter-party that is rated by the bank may not even know that the 

bank has rated it. The bank is under no obligation to make the rating known as the rating is 

meant to evaluate the risk that the bank takes into its books. 

 

The Reserve Bank of Zimbabwe, therefore, in the context of its guideline, defined a rating 

agency as banking institutions or external credit rating agencies. Accordingly, for the 

purposes of this study, rating agencies in Zimbabwe are restricted to banks. In addition to 

credit rating agencies, there are credit reference bureau. A well known credit reference 

bureaux is Dunn & Bradstreet (Santos, K, Corporate credit rating: a quick guide).  

 

The Reserve Bank of Zimbabwe has up a Credit Registry Department in the Banking 

Supervision Department. “The unit will coordinate the collection of credit information from 
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all banking institutions and microfinance institutions and maintain the databank for the credit 

registry” (Reserve Bank of Zimbabwe, (2015, January), Monetary policy statement). The 

statement further indicated that a number of credit reference bureau projects were in the 

pipeline and that amendments to the Banking Act were approved by the Cabinet to provide 

guidance for the licensing and operation of private credit reference bureau.  

  

The literature reveals that for a credit rating to be generated, there should be a rating 

institution. In Zimbabwe these ratings are done by banks and outside the country, by any 

other rating agency such as Moody’s.   
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Customer Credit Rating Assessment 

According to Krista Santos, credit rating is a formal, independent opinion of a borrower’s 

ability to service its debt obligations. Credit rating uses different approaches based on 

quantitative and qualitative data. The various approaches are applied in different proportions 

in the credit rating process resulting in a credit rating (or rating symbol). 

 

Approach Methodology 

Judgmental methods applies the assessor’s experience and understanding of 

the case to the decision to extend or refuse credit 

Expert systems (e.g lending 

committees) 

uses a panel approach to judge the case or formalises 

judgmental decisions via lending system and procedures 

Analytic models uses a set of analytic methods, usually on quantitative 

data, to derive a decision 

Statistical models (e.g 

credit scoring) 

uses statistical inference to derive appropriate 

relationships for decision making 

Behavioural models observes behaviour over time to derive appropriate 

relationships for reaching a decision 

Market models relies on the informational content of financial market 

prices as indicators of financial solvency 

 

(Source : Brown K & Moles P. (2011). Credit risk management) 

 

Credit rating symbols from the credit rating processes vary from one rating agency or 

institution to another. However, these ratings can be mapped to common rating agencies 

scales. The mapping of credit rating scales for the three top credit rating agencies are as 

follows. The symbols descriptors are as provided below.  
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Top Three International Credit Rating Agencies’ Rating Structure 

Standard 

& Poors 

Fitch Moody’s Descriptors*  

AAA AAA Aaa Obligations rated Aaa are judged to be of the 

highest quality, with minimal credit risk. 

AA+ AA+ Aa1 Obligations rated Aa are judged to be of high 

quality and are subject to very low credit risk. AA AA Aa2 

AA- AA- Aa3 

A+ A+ A1 Obligations rated A are considered upper-

medium grade and are subject to low credit 

risk. 

A A A2 

A- A- A3 

BBB+ BBB+ Baa1 Obligations rated Baa are subject to moderate 

credit risk. They are considered medium-grade 

And, as such, may possess certain speculative 

characteristics. 

BBB BBB Baa2 

BBB- BBB- Baa3 

BB+ BB+ Ba1 Obligations rated Ba are judged to have 

speculative elements and are subject to 

substantial 

credit risk. 

BB BB Ba2 

BB- BB- Ba3 

B+ B+ B1 Obligations rated B are considered speculative 

and are subject to high credit risk. B B B2 

B- B- B3 

CCC+ CCC+ Caa1 Obligations rated Caa are judged to be of poor 

standing and are subject to very high credit 

risk. 
CCC CCC Caa2 

CCC- CCC- Caa3 

CC CC Ca Obligations rated Ca are highly speculative and 

are likely in, or very near, default, with 

some prospect of recovery of principal and 

interest. 

C C C Obligations rated C are the lowest rated class 

of bonds and are typically in default, with 

little prospect for recovery of principal or 

interest. 

D D Not 

applicable 

 

* Note: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through 

Caa. The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; 

 the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that 

generic rating category. 

*The descriptors source: Moody’s rating symbols and definitions, June 2009 

 

Source of the cross mapping of credit rating symbols: Corporate Credit Ratings: a Quick Guide by Krista 

Santos [with modification on CCC grade] 
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Counterparties or borrowers in the same grading category are perceived to have the same 

level of creditworthiness. According to Krista Santos, rating agencies use detailed 

methodologies but in general their analyses focus on the following two areas: 

 

“Business Risk: Evaluation of strengths/weaknesses of the operations of the entity, including: 

market position, geographic diversification, sector strengths or weaknesses, market 

cyclicality, and competitive dynamics. This approach allows businesses to be compared 

against each other and relative strength/weakness to be identified. 

 

Financial Risk: Evaluation of the financial flexibility of the entity, including: total sales and 

profitability measures, margins, growth expectations, liquidity, funding diversity and 

financial forecasts. At the heart of this analysis is credit ratio analysis, which is used to 

quantitatively position companies of similar business risk against each other.”  

 

Business and financial risks are analysed in more detail in order to arrive at a credit rating. 

The principles of credit risk management that is applied in the assessment of banks are also 

used in assessing the counterparties as part of the business and financial risk analyses. 

 

(ii) The Impact of the Macro Environment 

Macro environmental factors impact on the business and financial risk of a borrower or 

counterparty. External factors that influence an organisation should be identified so that the 

organisation formulates strategies in response to the changes in the environment in order to 

sustain business and remain competitive. “Strategy is the direction and scope of an 
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organisation over the long term, which achieves advantage in a changing environment 

through its configuration of resources and competences” Johnson et al. (2009). 

 

According to the PESTLE Analysis, Strategy Skills, 2013, an organisation should do the 

following: 

(a) Analyse the external environment. PESTLE is an acronym for political, economic, 

social, technological, legal and environmental factors. This should be done quite often 

to keep track of trends in the environment and appropriate responsive strategies. 

(b) Assess the internal capabilities of the organisation. This focuses on the micro 

environment of an organisation. The macro and micro environments analyses provide 

a SWOT assessment of the organisation. The strengths, weaknesses, opportunities and 

threats analyses are relevant inputs for the credit rating of an entity. 

(c) Define its strategy. This is important as a credit rating system looks at the strategy in 

trying to gain an insight into the organisation’s plans for the future. 

(d) Implement the strategy. Looks at how the organisation intends to implement its 

strategy. 

 

(iii) The Industrial Sector Analysis 

An analysis of the industry in which the company operates provides an insight into the 

competitiveness of the company and the future given the industry dynamics. As highlighted 

on business risk above, the key focus issues would be market position, geographic 

diversification, sector strengths and weaknesses, market cyclicality and competitive 

dynamics. 
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Credit risk can be analysed from the perspective of two sub-types namely country risk and 

industry risk, according to Brown K and Moles P, Credit Risk Management, 2011. Country 

risk comprises political risk, economic risk, currency risk and enforcement (Legal) risk and 

these have been highlighted above.  Industry risk is a form of concentration risk. The risk is 

concentrated to an industry because of the industry’s peculiarities. “The reason industry 

structure may have credit consequences is the ‘supply chain’ within which most firms 

operate. For instance, a steel producer is involved with car manufacturers. This has two 

important consequences. If car sales decline, this affects manufacturers of motor vehicle 

components, together with the car manufacturers. Consequently, a producer with all its output 

destined for one industry, finds it impossible to avoid industry risk exposure to that industry” 

Brown K and Moles P. (2011), Credit risk management, page 1/7. 

 

Industry risk impacts the performance of a company within the industry. Company strategies 

should take into account the trends in the industry and competitive dynamics. The bargaining 

power of suppliers and buyers will impact the price at which the company’s products would 

be sold at. 

 

(iv) The Borrowing Company’s Strategy and Performance 

“Strategy essentially involves the interaction between an organisation and its dynamic 

competitive external environment, and constitutes the process through which actions to 

compete, survive and prosper are developed and implemented” (Hough, 2008).  The strategy 

formulation and execution processes involve the following: 

 developing a strategic vision, mission and values; 

 setting objectives; 

 crafting strategies 
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  executing strategies 

 Monitoring, evaluating and taken corrective action 

Brown K and Moles P (2011) stated that, “It is also very important to analyse the strategy a 

potential credit is planning to follow (for example whether the firm intends to be a low cost 

producer, or use a differentiated or focused business strategy), to examine the quality of its 

management team (perhaps one of the most important aspects of creditworthiness), its brand, 

and other intangible factors that can determine the difference between success and failure of a 

business”. 

 

The information that is used in the strategy formulation process includes financial and non-

financial information. The strategies when implemented will translate into outputs which are 

reflected by the performance of the company. One measure of company performance is 

financial performance. 

 

Financial performance of a company is used in the creditworthiness assessment. Financial 

analysis is explained by Brown K & Moles P as the process of examining the financial 

statements of a firm with a view to understanding the nature, activity and risks that are 

inherent in the business. Before a credit rating decision is arrived at, the rating agency or 

institution has to understand the client that they intend to rate, the activities of the client and 

the various inherent risks that impact the business of the client. 

 

Financial analysis is often embedded in the rating systems that are used in the determination 

of credit ratings of counterparties. Ledgers Canada, Financial Ratios and Bank Financing, 

cited the following as key measures of financial performance of a counterparty: 
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(a) Liquidity ratios 

These are ratios which measure or indicate a counter-party’s capability to meet its 

short-term obligations when they fall due. Examples of liquidity ratios are current 

ratio and acid test ratio. 

 

Current ratio is calculated by dividing current assets by current liabilities. This tests a 

counterparty’s capability to meet its short term debts when they fall due. The other 

liquidity ratio is acid test ratio. This ratio adjusts current assets by taking out the value 

of inventory before dividing by current liability. The test checks if a counterparty 

would be able to meet its payment commitments if stocks are excluded from current 

assets. 

 

(b) Leverage capital structure ratios 

These ratios indicate a counterparty’s capacity to honour long term commitments 

when they become due. The most common measure is the debt equity ratio. This ratio 

compares the total liabilities against shareholders’ equity in trying to gauge a 

counterparty’s ability to meet long term debt obligations. Ledgers Canada stated that 

this ratio is a, “measure of the amount of assets being provided by creditors for each 

dollar of assets being provided by the shareholders.” 

 

(c) Profitability ratios 

Profitability is a key performance indicator for entities that are established to make 

profit. For not profit making organizations, a similar measure is the extent to which 

costs are managed within budget. Shareholders expect their companies to make profits 

so that they can grow organically (that is by ploughing back profits) and earn returns 
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through capital appreciation and dividend payments.  A common measure of 

profitability is the net profit margin. This is calculated by dividing net income by 

sales.  

 

The other important ratios are the turnover ratios which measure the efficiency in 

using company assets. 
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Credit Rating Systems or Models 

As the internal credit rating systems have been defined as credit ratings made by local 

financial institutions, the Zimbabwe credit rating systems in this section and for this study are 

limited to the rating systems done by banks. 

 

The rating systems are private, but all serve the objective of managing risks that the banks 

take. This study noted under customer credit rating assessment above, that credit rating 

approaches include judgemental methods, expert systems, statistical models, behavioural 

models, market models or a combination of all or some of these models. Each bank therefore 

has its own rating system. 

 

The Reserve Bank of Zimbabwe plays a supervisory role and has stated the following as 

fundamentals for banks’ credit rating systems (Reserve Bank of Zimbabwe, Bank Licensing, 

Supervision & Surveillance, Guideline Number 04-2004/BSD, Accreditation of Credit Rating 

Agencies): 

(a) That the credit rating systems should have rating scales with definition of ratings; 

(b) That the credit rating systems should indicate the principles, the qualitative and 

quantitative factors used; and 

(c) That the systems should generate a rating, and a decision made on the appropriateness 

of the rating if applicable.   

 

Of note is that the same guideline provided a comparative tabulation of examples of rating 

methodologies. The rating methodologies used are for the Reserve Bank of Zimbabwe, S&P, 

Moody’s and a “typical bank”. This, by inference, means that the approaches used by 
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international rating agencies are considered by the central bank in coming up with its rating 

system.  Santos K, in the Corporate Credit Rating, A Quick Guide, stated that, “Although the 

agencies adopt different rating scales, there is equivalence across the scales which facilitates 

comparison such that a Baa1 rating (for example) from Moody’s is equivalent to a BBB+ 

rating from S&P and BBB+ from Fitch”. 

 

The literature in the above paragraph shows that credit rating generated by a bank (typical 

bank above) in Zimbabwe as regulated by the Reserve Bank of Zimbabwe should produce a 

credit rating that factors in all the key variables considered by all rating agencies whether 

internal or international.  
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Below are the common factors considered in rating methodology: 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bank Licensing, Supervision & Surveillance, Guideline Number 04-2004/BSD, Accreditation of Credit 

Rating Agencies 

 

Financial Analysis 

 Financial policies / targets 

 Profitability 

 Capital / debt structure 

 Liquidity 

 Cash flow generation 

ability  

Business Analysis 

 Competitor analysis 

 Market share 

 Cost structure / 

efficiency 

 Branding and 

competitive positioning 

Qualitative Analysis 

 Management track record 

 Shareholders 

 Future strategies 

 Financial and business 

policies 

 Relationships 

Industrial Analysis 

 Industry structure 

 Growth potential 

 Barriers to entry 

 Cyclicality / vulnerability 

 Regulations 
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Management Override of Credit Rating Results 

Granting of credit to the target market should follow clearly defined procedures. The 

procedures should be documented and approved at the right level. The principles of credit 

risk management emphasise the importance of an effective board of directors and the need for 

a bank to have sound strategies. Ultimate responsibility for approving credit and reviewing of 

credit is bestowed upon the Board of Directors (BOD). Top management of banks are tasked 

with the role of implementing credit risk management strategies and policies that are 

approved by the BOD. 

 

Roles of management and the BOD are clearly distinct. The existence of a structure that has 

checks and balances on management creates an environment that allows appropriate credit 

risk management. “The corporate governance framework should ensure the strategic 

guidance of the company, the effective monitoring of management by the board, and the 

board’s accountability to the company and the shareholders” (OECD, Principles of Corporate 

Governance, (2004), page 24). “As the board is meant to monitor the chief executive, it 

cannot do this effectively if the chief executive is running the board”, (BPP Learning Media, 

Advanced Audit and Assurance, 2014, 7
th

 Edition, page xi). Good corporate governance 

guides that the same person should not assume the roles of chief executive and chairman of 

the board of the same company. 

 

Banks’ governance structures should conform to the best practice as highlighted by these 

principles.  
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The principles further point out that there should be thorough understanding of the borrower, 

the purpose of the loan and the source of repayment. Credit procedures would embody the 

bank risk appetite in the form of individual and group credit limits. 

 

Credit ratings when used with other alternative rating information and reports can be quite 

useful in making investment decisions. The integrity of the credit ratings has to be considered 

when the ratings are used in making investment decisions. 

 

In the United States of America, some credit rating agencies register with the Securities 

Exchange Commission (SEC). The credit rating agencies that are registered are referred to as 

Nationally Recognised Statistical Rating Organisations (US SEC, Publication Number 16 

(10/13)). The SEC has authority to oversee and examine the Nationally Recognised Statistical 

Rating Organisations (NRSROs). 

 

In Zimbabwe, banks are internal credit rating agencies as indicated earlier. The banks use 

own rating systems and the Reserve Bank of Zimbabwe provides guidelines on credit rating 

(Reserve Bank of Zimbabwe, Banking Licensing, Supervision and Surveillance guideline 

number 04.2004/BSD).  

 

“There are no standard or agreed-upon methods to measure the accuracy of credit ratings. 

This is partly because of the subjective nature of credit ratings. Also, the performance of 

credit ratings may not be comparable across different industry sectors, meaning that defaults 

and rating changes (or “transitions” of an issuer’s or debt instrument’s rating from one rating 

to another) may not be consistent for each rating category across the sectors. For example, 
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default rates for corporate bonds have, historically, been greater than default rates for 

municipal bonds with the same credit ratings. Even within an industry sector, transition and 

default rates may differ over time and in different geographic regions. Inconsistencies in 

performance can be attributable to changes in business cycles and economic environments 

that do not impact all obligors equally and at the same time” (US SEC, Publication Number 

16 (10/13)). 

 

The US SEC Publication Number 16 (10/13) noted that this could influence the rating agency 

to accord a more favourable rating in order to secure or maintain business with the client that 

they rate. However, the Code of Conduct Fundamentals for Credit Rating Agencies, The 

Board of the International Organisation of Securities Commissions CR01/2014, February 

2014 recommends and revises codes of conduct to manage any conflicts of interest of credit 

rating agencies. 

 

Credit procedures and policies should provide guidance on alterations that management can 

make, if any, to credit ratings that are generated from the standard credit rating systems or 

models. The credit policies are approved by the board of directors and the board oversees 

credit activities usually through a sub-committee such as a Board Loans Review Committee. 

This will instil a good culture of credit risk management and make management accountable 

for any variations to policies, and provide transparency on management override of controls. 
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CHAPTER THREE 

 

RESEARCH METHODOLOGY 

This chapter covers the research methods that were used in this study. The chronological 

order of the research methods covered the research design, the population of the banks 

relevant for the study, the sample, the sampling techniques, the instrumentation, data 

collection methods, and the data analysis methods. 

 

Research Design 

This research used both quantitative and qualitative research design methods. The qualitative 

technique was covered through section A of the instrument and sought to gather data that 

could not be expressed quantitatively. Section B of the questionnaire covered quantitative 

data. The data obtained was then analysed in order to reach a conclusion on the study. 

 

Population 

The research population was all the commercial banks in Zimbabwe. There are 13 

commercial banks. 

 

Each commercial bank has a manager who is overall responsible for credit. The 13 credit 

managers out of the 13 commercial banks formed the target population. 

 

Sample and Sampling Technique 

The research covered 100% of the population, being the 13 credit managers in the 13 

commercial banks. The entire population was taken because of its small size. 
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Instrumentation 

The researcher developed a questionnaire to use in gathering data for the purposes of this 

study. Questionnaires afford respondents an opportunity that is free from influence as they 

have more chance to think through the responses than through verbal feedback sessions. 

 

Data Collection 

The questionnaire was delivered by the researcher to the credit managers or heads of credit 

departments. This delivery was made after the questionnaire had been presented to one 

person (expert) in a credit department of a commercial bank. The expert reviewed the 

questionnaire for reasonableness, and served as a validity test since the research covered 

100% of the population. A pilot study was, therefore, not carried out as the entire population 

was covered by the research. In order to accord the respondents more time to think through 

responses, the research gave the respondents time before collecting the completed 

questionnaire  

 

Data Analysis 

Data analysis was done using the data collected through the questionnaire. The data was 

coded to allow for easy analysis and interpretation. An application called SPSS (Statistical 

Package for the Social Sciences) was used to analyse the data. 

  



 

37 
 

CHAPTER FOUR 

 

PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA 

 

Introduction 

This chapter provides the presentation, analysis and interpretation of data that was collected 

from the Heads of Credit of the commercial banks in Zimbabwe. An application called SPSS 

(Statistical Package for the Social Sciences) was used to analyse the data. The process started 

with coding of the variables – based on the questionnaire – for purposes of enabling the 

analysis. The analysis included use of descriptive frequencies in the form of tables, bar 

graphs and pie charts. Descriptive statistics such as mean, mode and standard deviation, and 

inferential statistics comprising correlation were used. The analysis follows below. 

 

Questionnaire Response Rate 

The targeted respondents were 13 credit managers (heads of credit) in the 13 commercial 

banks in Zimbabwe. The response rate was very high at 92% (12 out of 13) as shown in table 

1 below.   This was partially attributed to electronic mail, personal visits and telephone 

follow-ups which the researcher applied. 
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Table 1: Questionnaire response rate 

Targeted Commercial   Bank Questionnaires Sent Completed {Yes/No} 

Agribank 1 Yes 

Banc ABC 1 Yes 

Barclays 1 Yes 

CBZ 1 NO 

Ecobank 1 Yes 

FBC 1 Yes 

MBCA 1 Yes 

Metbank 1 Yes 

NMB 1 Yes 

Stanbic 1 Yes 

Standard Chartered 1 Yes 

Steward 1 Yes 

ZB 1 Yes 

Total 13 12 

 

 

The questionnaires were sent to each commercial bank. The researcher realised that data was 

well guarded by commercial banks as responses could not be obtained from Credit 

Departments without the approval of their compliance or Corporate Governance Officers. 

One commercial bank advised that they were unable to assist with the research data. On 10 

August 2015, a Credit Manager at one bank stated that, “We would only be able to respond to 

your questionnaire after clearance by the Legal and Corporate Governance Department as the 

questions in your document relate to our bank”.  
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In addition to the questionnaire instrument, face to face and telephone interviews were carried 

out on key informants and the researcher took notes. It was important to gather information 

from highly knowledgeable people in relation to the area under research. Open-ended 

questions that necessitated gathering of in-depth information were discussed with the key 

informants who comprised the heads of credit and risk departments and the response rate is 

shown in table 2 below. 

 

Table 2: Responses from key informants’ interviews 

Position of 

Respondent 

Interview 

Type 

Targeted  

Interviewees 

Interview 

Completed  

Interview 

Completed %) 

Head of Credit Face-to-face 3 2 67% 

Head of Risk Telephone 2 2 100% 

Total 5 4 80% 

 

The sections that follow below highlight the analyses and interpretation of the data that was 

collected. 
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Profiles of the commercial banks and respondents 

A profiling of the banks depicted that 8.3% were in operation for 1 to 5 years, 8.3% for 6 to 

10 years, 8.3% for 11 to 15 years, and 75% of the banks have been in existence for over 15 

years as appears in fig 1.  The same fig. 1 indicates that 33.3% of the credit managers have 

been working in a bank for 1 to 5 years, another 33.3% for 6 to 10 years, 8.3% for 11 to 15 

years, and 25% for over 15years. Most of the respondents had sufficient experience in these 

banks, thus qualifying them to be of great value in the survey.  

 

Fig 1: Profiles of the commercial banks and the respondents 
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The analysis further looked at experience of respondents in terms of credit function as some 

Credit Managers might have worked in other units of a bank before moving to the credit 

function. Fig 2, below, shows the credit experience of the respondents. 

 

Fig 2: Experience in a credit function 

 
 

 

The experience in the credit function sought to get a view of the respondents’ level of 

appreciation of credit processes. The pie chart in fig 2 showed that 8.33% of the respondents 

had experience of less than 1 year in credit function roles, 75% had 1 to 5 years’ experience 

and 16.67% had 6 to 10 years’ experience. Therefore, the respondents had adequate 

knowledge and experience about their banks and credit functions which necessitated 

provision of credible data for the study. 
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The profiles of the banks were also assessed in terms of lending services and the results are 

shown in fig 3 below.  

 

Fig 3: Percentage of banks that give loans to customers 

 

 
 

All the commercial banks in Zimbabwe provide loans as a service to customers. This was 

confirmed by 100% of the respondents who indicated that their banks give loans. This, 

therefore, means that all the respondents were correctly placed to give relevant data 

pertaining to the research topic on credit rating systems. 
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Research question 1  

To what level do Zimbabwe’s commercial banks’ credit rating systems incorporate 

international assessment standards? 

 

An assessment of Zimbabwe’s commercial banks’ credit rating systems was done using data 

from the survey.  Results of the research on whether Zimbabwe’s commercial banks use 

credit rating systems are illustrated in Fig 3 below.  

 

Fig 3: Use of credit rating systems 

 
 

All the commercial banks in Zimbabwe use credit rating systems, as confirmed by 100% of 

the respondents as per the results in fig 3. This is because the banks are regulated and 

required to have tools for measuring client risk profiles.  
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Table 3 contains results on frequency of reviewing models and the extent to which the rating 

models align to the RBZ rating scale.  

 

Table 3: Responses on rating institutions and tools 

  Annual Model Reviews Alignment to RBZ 

Rating Percent (%) Percent (%) 

Sometimes 8.3 8.3 

Always 91.7 91.7 

Total 100.0 100.0 

Descriptive Statistics 

Mean 4.83 4.92 

Median 5.00 5.00 

Mode 5 5 

Std. Deviation .577 .289 

 

 

Key: 

Always Often Sometimes Rarely Never 

5 4 3 2 1 

 

 

As depicted in descriptive statistics in table 3 above, survey results show that, on average 

(mean), responses on whether Zimbabwe’s commercial banks review their credit rating 

models and align to RBZ ratings were mostly “always”, meaning that the commercial banks 

are always reviewing their credit rating models as well as aligning to the RBZ ratings. Table 

3 also shows that the majority (mode) of the respondents stated that the Zimbabwe 

commercial banks always update their credit rating systems as well as align to RBZ ratings. 

Based on a measure of dispersion (standard deviation) ranging from 0.2 to 0.6 as shown in 

table 3 above, variability of the responses in relation to the mean is reasonably small. This 

means that there was not much variation in the commercial banks’ credit rating systems and 
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their degree of alignment to RBZ. These descriptive statistical results are in line with the 

descriptive frequencies also presented in same table 3 and explained below. 

 

In 91.7% of the responses, models are always reviewed annually whilst the difference of 

8.3% indicated that models are sometimes reviewed per year. Therefore, this means that any 

changes in the operating environment are likely to be incorporated into these models in good 

time. Similarly, 91.7% of the respondents indicated that their models are always aligned to 

the RBZ ratings. Therefore, banks use their own credit rating systems and the Reserve Bank 

of Zimbabwe provides guidelines on credit rating (Reserve Bank of Zimbabwe, Banking 

Licensing, Supervision and Surveillance guideline number 04.2004/BSD).  

 

These institutions have models that are aligned to the Reserve Bank of Zimbabwe rating 

scales as shown by a mean that is between 4.8 and 5. This can be interpreted to mean that the 

banks always review their rating models to factor in any changes impacting on the models.  

 

International rating agencies use financial information and non-financial information when 

assessing credit ratings. Table 4 below shows the results of whether Zimbabwe commercial 

banks’ rating models use financial and non-financial information.  
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Table 4: Use of financial and non-financial information & auto-calculation of rating 

  Use Financial 

Information 

Use Non-Financial 

Information 

Auto-Calculate 

Rating 

  Percent (%) Percent (%) Percent (%) 

Often 8.3 8.3 8.3 

Always 91.7 91.7 91.7 

Total 100.0 100.0 100.0 

Descriptive statistics 

Mean 4.92 4.92 4.92 

Median 5.00 5.00 5.00 

Mode 5 5 5 

Std. Deviation .289 .289 .289 

Key: 

Always Often Sometimes Rarely Never 

5 4 3 2 1 

 

Presented descriptive statistical results in table 4 indicate that mean, median and mode of the 

responses were concentrated in the “always category” meaning that the Zimbabwe 

commercial banks are always making use of both financial and non-financial information for 

rating prospective borrowers and they have models that do auto calculation of credit ratings 

in order to take into account any changes in the expected rating systems. Based on a standard 

deviation of 0.289 shown in table 4 above, variability of the responses in relation to the mean 

is reasonably small meaning that there was not much variation in the extent to which 

Zimbabwe commercial banks make use of financial and non-financial information, and 

models that auto calculate credit ratings. These descriptive statistical results are in line with 

the descriptive frequencies also presented in the same table, and which are summarised 

below. 

 

The results show that 91.7% of the commercial banks always use financial information and 

non-financial information, and that the models used automatically calculate ratings after data 
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has been fed into the models. The remaining 8.3% of the commercial banks often but not 

always use the same information and models. Credit rating uses different approaches based 

on quantitative and qualitative data (Santos, K. Corporate credit ratings: a quick guide). 

Santos further states that the various approaches are applied in different proportions in the 

credit rating process resulting in a credit rating (or rating symbol). Indeed, commercial banks 

in Zimbabwe follow an approach that aligns with Reserve Bank of Zimbabwe’s guidelines. 

As the RBZ rating approach consistently incorporate attributes of international credit rating 

agencies, it can be deduced that commercial banks in Zimbabwe have credit rating systems 

that incorporate international rating agencies’ assessment standards.  The credit rating 

systems of international rating agencies (including the big three viz; Standard & Poors, 

Moody’s and Fitch) mainly incorporate models, review of the models, use of financial and 

non-financial information, and automatic calculation of ratings, according to Oesterreichische 

Nationalbank (2004). 

 

Zimbabwe commercial banks’ credit rating systems, based on the analyses, do, therefore, 

incorporate the international standards in terms of how rating institutions operate and rating 

tools are utilised.  
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Research question 2  

To what degree do the customer credit rating assessments carried out using these 

models take into account the impact of the macro-environment, industry and the 

corporate customers’ performance? 

 

Table 5 and Fig 4 below show the extent to which the commercial banks use the services of 

external credit reference institutions (credit bureau) and information about the industry and 

external operating environment. 

 

Table 5: Descriptive Statistics on use of credit bureau and environment information 

 

 Use Credit Bureau 

references 

Use industry 

information 

Use external 

environment 

information 

N Valid 12 12 12 

Missing 0 0 0 

Mean 4.92 5.00 5.00 

Median 5.00 5.00 5.00 

Mode 5 5 5 

Std. Deviation .289 .000 .000 

 

Key: 

Always Often Sometimes Rarely Never 

5 4 3 2 1 

 

 

 

As illustrated in descriptive statistics in table 5 above, the survey results show that on average 

(mean) and majority (mode) of the responses strongly indicate that credit bureau references, 

industry information and external environment information are paramount and being used by 

the Zimbabwe commercial banks in their credit rating processes. There was no variance in 

the responses given by the banks on the use of industry and external environment 
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information, based on the standard deviation results, meaning that all of the respondents 

agreed that their banks always use both industry and external environment information in 

rating their potential and existing clients. These descriptive statistical results are consistent 

with the descriptive frequencies presented in Fig 4, and are explained below. 

 

Fig 4: Use of credit bureau, industry information and external environment information 

 

 
 

Results in fig 4 revealed that use of credit reference bureau registered 91.7% as those who 

always and 8.3% as those who often engaged in its usage to provide credit references. 

Supplementary information about the industry and external environment is always used by all 

commercial banks as evidenced by 100% of the respondents on the “use of industry 

information” and “use of external environment information”. Gvaramba I (2013) indicated 

that one of the benefits of credit bureau is that it enables the lender to have a more complete 

picture of customers in terms of other loans and also public data.  
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Fig 5 follows below with results on an assessment relating to use of borrower’s financial 

information and reputation in assessing credit rating. 

 

Fig 5: Use of borrower’s financial information and reputation in assessing credit rating 

 

 

 

 

 

 

 

 

 

 

 

 

 

Pie charts in Fig 5 depict that 100% of the commercial banks in Zimbabwe always use the 

borrower’s financial information and company reputation as part of the creditworthiness 

assessment. According to Moody’s Investor Services, data used for credit ratings include 

publicly available data in the form of annual reports, market data, economic data and data 

from agencies such as the central banks. 

 

A comprehensive spectrum of information including industry information, external 

environment information, and information about the company (financial and reputation) is 

applied in the assessment of credit ratings. According to Johnson et al (2009), an organisation 

should configure its resources and competencies in line with a changing environment as part 

of its strategy. To emphasise, Brown K and Moles P (2011) stated that, “It is also very 

important to analyse the strategy a potential credit is planning to follow (for example whether 

Fig 5.1 Use of Borrower’s financial 

information on assessing creditworthiness 

Fig 5.2 Use of company reputation on 

customer rating assessment 
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the firm intends to be a low cost producer, or use a differentiated or focused business 

strategy), to examine the quality of its management team (perhaps one of the most important 

aspects of creditworthiness), its brand, and other intangible factors that can determine the 

difference between the success and failure of a business”. 

 

This information on the internal and external environment is then supported by credit 

references from other assessors of creditworthiness and provides a comprehensive synopsis 

of the borrower’s credit rating in line with international approach.  This conforms to the 

approach that is used by international rating agencies.  
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Research question 3  

To what extent do Zimbabwe’s banks’ credit policies impact management override of 

credit rating results? 

 

Credit rating systems churn out rating results based on information that has been fed into the 

systems for creditworthiness determination. The analyses which follow illustrate the extent to 

which credit rating system incorporate standards relating to management override. 

 

In table 6, below, the results of the relationship between credit policies on management 

overrides, board oversight on credit, management committee reviews of credit risk, and the 

tendency towards overriding credit rating results is illustrated. 

 

Table 6: Responses on management override of credit rating results 

 

 
Policies on 

Management 

override 

Management 

modify results 

Board 

Oversight 

Management 

Committee Reviews 

  Percent (%) Percent (%) Percent 

(%) 

  

Never - 41.7 - - 

Rarely - 58.3  -  - 

Sometimes - -  -  - 

Often 41.7 -  - 8.3 

Always 58.3 - 100.0 91.7 

Total 100.0 100.0 100.0 100.0 

 

Descriptive statistics 

Mean 4.58 1.58 5.00 4.92 

Median 5.00 2.00 5.00 5.00 

Mode 5 2 5 5 

Std. 

Deviation 

.515 .515 .000 .289 
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Key: 

Always Often Sometimes Rarely Never 

5 4 3 2 1 

 

The descriptive statistics in table 6 above show that, on average (mean), and the majority 

(mode) of the responses strongly indicate that the Zimbabwe commercial banks have always 

instituted management override policies and there are always management committee 

reviews and board oversight on the execution of the management override policies. Further, 

the descriptive statistics show that there are rare rating results overrides where override 

policies are available. There was relatively low variation in the responses on management 

override policies, management results modification and management committee reviews 

(standard deviation between 0.2 and 0.6), and there was no variation on board oversight 

(standard deviation is 0.000). These descriptive statistical results are in agreement with the 

descriptive frequencies also presented in the same table 5 and explained below. 

The analysis in table 6 depict that commercial banks have policies on management overrides 

as evidenced by 58.3% of the banks that always and 41.7% that often have management 

override policies. This is buttressed by 100% of the respondents who indicated that the banks 

have Board oversight committees and that 91.7% of the bank always perform management 

reviews on credit risk. According to the OECD (2004) Principles of Corporate Governance, 

“The corporate governance framework should ensure the strategic guidance of the company, 

the effective monitoring of management by the board, and the board’s accountability to the 

company and the shareholders”. The results further indicated that management overrides are 

very rare as shown by 58.3% of the respondents. Though it is highly unlikely that overrides 

never happen, the results show that there is low modification of credit rating results when 

there are policies on management overrides, board and management committee oversight on 

credit risk.   



 

54 
 

 

These results point to a relationship between the extent of management overrides and the 

existence of credit policies on management overrides. Further, if management overrides are 

not appropriately applied, this could lead to high NPLs as applicants that do not meet 

qualifying criteria could be granted loans. The Bank of England Prudential Authority (2013) 

stated that firms should have a system and processes in place that enable the firms to 

continuously collect and analyse final rating overrides.  It might happen that management 

override credit ratings resulting in non-qualifying credit applicants being given credit which 

could give rise to NPLs. An assessment that follows below reviews the impact of policies on 

management overrides. 
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The position that existence of credit policies minimises management overrides is supported 

by the following correlation computation results between ‘credit override policies” and 

management’s propensity to modify the credit ratings as shown in table 7. 

 

Table 7: Correlations between ‘Credit Override Policies’ and ‘Management Modify 

Ratings’ 

Correlations 

 Credit Override 

Policies 

Management Modify 

Ratings 

Credit Override 

Policies 

Pearson Correlation 1 -.714
**

 

Sig. (2-tailed)  .009 

N 12 12 

Management 

Modify Ratings 

Pearson Correlation -.714
**

 1 

Sig. (2-tailed) .009  

N 12 12 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

An inferential statistical computation, correlation, was run to check the relationship between 

credit override policies and the level of credit ratings modification by management. The 

results shown in table 7 above indicate that the relationship between these two variables is 

statistically significant. There is a strong negative correlation between credit override policies 

and the level of credit ratings modification by management, r(10) = -.714, p<.01. Thus the 

null hypothesis that the Zimbabwe commercial banks’ credit policies do not impact override 

of credit rating results is rejected.  This means that as the credit policies of the commercial 

banks becomes stronger, the propensity to modify credit rating results decreases. These 

results are also in line with results presented in the cross tabulation table 8 below. 
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Table 8: Override policies and management modify ratings cross-tabulation 

 

Override Policies and Management Modify Ratings Cross-tabulation 

Count 

 Management Modify Ratings Total 

Never Rarely 

Override Policies Often 0 5 5 

Always 5 2 7 

Total 5 7 12 

 

The cross tabulation reveals that where there are always (5) credit override policies, 

management overrides of credit ratings rarely occur. Therefore credit policies that are subject 

to periodic review by the board influence the extent to which overrides happen.  

 

Oesterreichische Nationalbank (2004) in the Guidelines on credit risk management summed 

it up by stating that, “The internal guidelines should contain rules governing the 

circumstances under which it is permissible to interfere manually in the standardized credit 

rating models. This might, for example, be necessary in the course of a financial rating if a 

meaningful ratio analysis is precluded due to a special structure of the enterprise to be 

examined. Any changes made must be subject to strict documentation requirements to ensure 

complete transparency of the process. The authority to do so must be stipulated in the 

decision-making structure. Furthermore, the number of overrides represents an indicator of 

the reliability of the credit rating processes. Therefore, the documentation is also required for 

validation purposes”. This is also in line with the Basel requirements as guided in the 

principles for the management of credit risk. 
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CHAPTER FIVE 

 

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS 

 

This chapter presents the summary, conclusions and recommendations on Zimbabwe’s 

commercial banks’ credit rating systems and their compliance with those of international 

rating agencies. 

 

Summary 

The purpose of the study was to assess the customer credit rating systems of commercial 

banks and get an insight into how these compare to international credit rating agencies. 

Further, this study sought to come up with recommendations on how the ratings systems 

could be improved so that they align to those of international rating agencies. 

 

The research used both qualitative and quantitative approaches for the assessment. Data 

analysed in Chapter 4 was collected using a questionnaire. The questionnaire had a Likert 

scale design for the data which was subjected to quantitative analysis. The Likert scale 

ranged from 1 to 5 (1 – never, 2 – rarely, 3 – sometimes, 4 – often and 5 – always). Most of 

the qualitative data was obtained through informants and respondents through oral interviews. 

Descriptive statistics included means, modes and standard deviation. Findings of the study 

are presented below. 
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Findings of the study 

1. Commercial banks in Zimbabwe always used credit rating models as evidenced by 100% 

of the respondents who stated that their banks used credit rating models. The models are 

used to compute customer credit ratings as part of the creditworthiness assessment which 

is done before considering giving loans. 

2.  The credit rating models were reviewed annually to factor in any changes in the 

operating environment.  This was confirmed by a mean of 4.83 and a mode of 5 which 

were in agreement with the respondents who submitted that the models were always 

reviewed (91.7% positive response). There was not much variation based on a standard 

deviation of 0.577 confirming that all commercial banks reviewed their credit rating 

models. 

3. The credit rating systems of the Zimbabwe commercial banks were aligned to the 

Reserve Bank of Zimbabwe ratings.  A mean of 4.92 and a mode of 5 supported by a 

frequency of 91.7% indicated that the Zimbabwe commercial banks’ rating systems were 

aligned to the ratings of the Reserve Bank of Zimbabwe. 

4. All the questionnaire respondents provided similar feedback that commercial banks in 

Zimbabwe used financial and non-financial information, and that their credit rating 

models auto-calculated credit ratings based on data fed into the credit rating systems. 

This was vouched by a mean of 4.92, a median of 5 and a mode of 5 which were in line 

with a frequency of 91.7% indicating that all commercial banks in Zimbabwe use 

financial and non-financial information in the credit rating process and the credit rating 

systems automatically compute the customer credit rating based on the data. The 

standard deviation on each of the following: “use of financial information”; “use of non-

financial information”; and “models automatically calculate credit rating results” was 

0.289 confirming that there was little variation. 
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5. Credit reference bureaux were used to obtain reference information on potential and 

existing customers as part of the credit rating process. This was supported by a mean of 

4.92% and a mode of 5 which were consistent with a frequency of 91.7%.  There was 

little variation in the responses as confirmed by the dispersion of the responses (standard 

deviation of 0.289). 

6. Industry and external environment information was used in assessing the customer credit 

rating as evidenced by a mean of 5 and a mode of 5 which were in line with a frequency 

of 100%. There was no variation as the feedback was that all Zimbabwe commercial 

banks use the industry and external environment information when assessing customer 

credit rating (standard deviation of 0.000). 

7. In addition to the industry and external environment information, all commercial banks 

in Zimbabwe use the borrower’s financial and reputational information to assess credit 

rating. This was evidenced by a frequency of 100% for the respondents who submitted 

that their banks used borrower’s financial and reputation information in the rating 

process. 

8. All of Zimbabwe’s commercial banks had management override policies and 

management committees reviewed these policies. This was confirmed by a mean that 

ranged from 4.5 to 5 and a mode of 5 which were supported by the frequencies on the 

existence of management override policies (often – 41.7% and always – 58.3%) and that 

management committees review these policies (often – 8.3% and always – 91.7%). There 

was not much variation in these responses (standard deviation ranged from 0.2 to 0.6). 

 

The respondents further indicated that where credit policies existed, management 

overrides were rare. This was confirmed by a mean of 1.58, a mode of 2 and a standard 
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deviation of 0.515 which were supported by the frequencies on management 

modification of credit rating results (rarely – 58.3% and never – 41.7%). 

9. The boards of all of Zimbabwe’s commercial banks oversee the credit risk and processes. 

All the research questionnaire respondents (100%) stated that their banks have boards 

that provide oversight on credit risk. This was supported by a mean of 5, a median of 5, a 

mode of 5 and a standard deviation of 0.000. 

10. There was a strong negative correlation between the existence of management override 

policies and management propensity to modify credit rating results. The correlation 

result was r(10) = -0.714, p<0.01.  This was supported by a cross tabulation analysis 

which showed that where there were always credit policies, management overrides of 

credit ratings were rare. 
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Conclusion 

The findings revealed that the credit rating models for Zimbabwe commercial banks are 

aligned to those of international rating agencies. This was premised on that the Zimbabwe 

commercial banks use financial and non-financial information relating to the borrower, the 

environment (industry and PESTEL) information and models that automatically calculate the 

customer’s credit rating based on such information. Further, the models were subjected to 

periodic validation and aligned to the RBZ standards. The RBZ standards were aligned to 

international rating agencies’ standards (Bank licensing, Supervision & surveillance, 

Guideline number 04-2004/BSD, Accreditation of credit rating agencies). 

 

The study noted that there was a negative correlation between the existence of policies and 

the management override to credit ratings.  Therefore commercial banks with credit override 

policies that are not stringent have a high likelihood of having many management overrides. 

 

Based on the above, Zimbabwean commercial banks’ credit rating systems are similar to 

those of international rating agencies, as they apply the same standards, and use the same 

information about the borrower and their macro-environment.  
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Recommendation(s) 

1. Based on the findings, commercial banks should continue to review the relationship 

between the strengths of their credit policies and the implementation of credit overrides 

on credit ratings. 

 

Recommendations for further study 

1. A similar study could be carried out on banks in the Southern Africa region to assess 

how their credit rating systems compare with those of international rating agencies, and 

infer into the impact of their credit policies on management overrides of credit ratings. 

This could be informative when a comparison of developing countries in the same region 

is made.  

2. Further study would be necessary to understand the causes for the variances between the 

level of NPLs for Zimbabwe banks and the international standard of 5%. Meanwhile, the 

RBZ encouraged banks to gradually reduce NPL ratios to within 5% by December 2016 

(Reserve Bank of Zimbabwe, (2015, July), Monetary policy statement). 
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Appendix A 

SOLUSI UNIVERSITY 

 

 

 

 

 

 

FACULTY OF BUSINESS – GRADUATE SCHOOL OF BUSINESS 

 

Questionnaire 

 

Dear respondent, 

 

My name is Andrew Kunje, a Master in Business Administration student with Solusi 

University. I am conducting a research which is aimed at fulfilling the requirements for a 

Master in Business Administration programme. The researcher is assessing Zimbabwe’s 

commercial banks’ credit rating systems and their compliance with those of international 

rating agencies.  

  

The questionnaire assists the researcher in gathering data from heads of credit or credit 

managers of commercial banks in Zimbabwe. The data will be used for study purposes only 

and your responses will be treated confidentially. 
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Three sections, A to C, make up this questionnaire. Thank you for completing all the sections 

of the questionnaire. 

 

Section A 

Please tick in a box that provides an answer to each of the questions that follow: 

1. Age (years) 

Under 25      25-35      36-45     

Over 45   

2. For how many years has the commercial bank you work for been in operation? 

1-5   6-10   11-15   Over 15  

  

3. For how many years have you been working in this commercial bank? 

1-5   6-10   11-15   Over 15  

4. For how long have you been in your current position? 

Less than 1 year    More than 1 year but less than 5 years  

More than 5 years but less than 10 years   More than 10 years   
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Section B 

Please mark with a tick in a box to respond yes or no to the questions that appear below. 

Key: 

Y >  Yes   

N > No 

 Approval of Rating Institutions and Level of NPLs Y N 

5 Does your bank give loans and overdrafts (credit) to customers?   

6  Is your bank’s credit rating processes validated by the Reserve Bank of 

Zimbabwe?  

  

7 Was your bank’s ratio of gross NPLs to total loans as at 31 December 

2014 greater than 5%? 

  

8 If the answer to 3 above is Yes, was your bank’s ratio of gross NPLs to 

total loans as at the same date, 31 December 2014, greater than 10%? 

  

9  Did your bank’s financial statements as at 31 December 2014 include 

any credit impairment?   

  

10 If your answer to question 5 above is Yes, was the ratio of credit 

impairment to total loans greater than 3% as at 31 December 2014? 
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Section C 

Kindly provide a response to each of the questions below by ticking in one of the boxes with 

reference to the key below. 

Key  

5 – Always (A); 4 – Often (O); 3 – Sometimes (S); 2 – Rarely (R); 1 – Never (N) 

  

Credit Rating Institutions’ Models 

5 

A 

4 

O 

3 

S 

2 

R 

1 

N 

11 The credit rating models in use in this bank are reviewed, at least 

annually, to factor in changes in the environment that might 

require inclusion to improve the models. 

     

12 The rating model used by this bank takes into account both 

financial and non-financial information to arrive at a credit 

rating for a customer. 

     

13 The credit rating model or system is aligned to the statutory 

(Reserve Bank of Zimbabwe) rating system. 

    

 

 

14 The credit rating model automatically calculates the rating based 

on information or data loaded into the model. 

     

15 Changes to the model are effected after specialists have assessed 

the model and enhancement areas have been communicated and 

approved at top management level.  

     

16 Access to the credit rating model is restricted to staff in Credit, 

who have been trained on how to use the models. 
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 Customer credit rating assessment 5 

A 

4 

O 

3 

S 

2 

R 

1 

N 

17 In this bank, a credit rating system is used to rate corporate 

customers that apply for credit facilities.  

     

 

 

18 The rating system in this bank incorporates external 

environmental factors (political, economic, legal, etc). 

     

 

 

19 We use the borrower’s financial statements when assessing 

creditworthiness. 

 

   

 

  

20 We use information about the industry, which the borrower 

operates in, to assess how the borrower is impacted by changes 

in the industry. 

     

 

 

 

21 We use services of related agencies such as credit reference 

bureau to supplement data used in assessing the creditworthiness 

of customers. 

     

22 We analyse credit limits for each specific group of customers 

(such as at corporate and sector levels) 

       

 

 

23 The borrowing company’s reputation and its management’s 

integrity are assessed as part of the customer credit rating 

process. 
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 Management Override of Credit Rating Results 5 

A 

4 

O 

3 

S 

2 

R 

1 

N 

24 We have policies in place that guide on circumstances 

warranting management override of credit ratings. 

     

 

 

25 Our management modify the credit ratings that are generated 

from the standardised rating system to arrive at a credit rating 

which they consider more appropriate. 

     

26 This bank’s Board or its sub-committee mandated for credit risk 

approves credit policies and oversees credit risk management 

processes of this bank. 

     

27 Our bank charges a fee, which the customer pays, for the credit rating 

that the bank does to determine the customer’s creditworthiness. 

     

 

 

28 Our Bank has a Credit Committee that reviews customer credit ratings 

reported by Credit including those that have been modified by 

management.  

     

 

 

 

 

 

 

 

 


