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Guidance Regarding the Consideration 
of ESG Factors in EHRG Credit Ratings  

Credit ratings issued by Euler Hermes Rating GmbH (“EHRG”), as defined by our “Basic Principles for Assigning 

Credit Ratings and Other Services” as well as EHRG methodologies, aim to assess the credit risk of corporate 

issuers, projects or issuances. Our analysis is therefore focused on the identification and evaluation of factors 

influencing the credit risk of corporate issuers, projects or issuances. In our opinion environmental, social or 

governance (ESG) factors are incorporated in our defined rating criteria, as outlined by our methodologies for 

corporate issuer, project or issuance ratings, and are examined and evaluated in our comprehensive analytical 

process for the impact they may have on the credit risk of an issuer, project or issuance. ESG factors may affect 

our assessment of sector, business, site, object, project and financial risk profile as well as operational risks, 

notching factors or other rating considerations, as detailed by our rating methodologies.  

 

In our view environmental, social or governance factors may e. g. include the following elements: 

 

 Environmental: changes of regulation aiming for reduction of energy consumption, carbon dioxide 

emission, air, water or soil pollution and its impact on an industry and its products, environmental risks 

from production or exploitation processes as well as use of hazardous substances etc. 

 

 Social: adherence to applicable labour laws, management of employee relations, supplier management, 

stakeholder management, reputation, etc. 

 

 Governance: impact of shareholding structures, independence and credibility of board committee 

members, potential for key person risks, transparency for external stakeholders, adequacy of incentive 

structure, etc.  

 

Where ESG factors have a material impact for the assessment of a rating, their influence is reflected in the defined 

risk categories, which we examine in our credit risk analysis, such as sector, business, site, object, project, financial 

and operational risk, notching adjustments or other rating considerations. Governance factors are explicit rating 

criteria of our corporate issuer and project rating methodologies as part of operational risk or notching adjustment 

considerations.  

 

As an example of an environmental factor, which materially affects the market environment of the automotive and 

other industries, we would point to regulation aiming to limit and reduce CO2 emissions. We assess the impact of 

such regulation together with growing public awareness and possible impacts on customer preferences on our 

regular sector or market risk elements, such as structural change, substitution risk, market growth, competitive 

intensity and overall profitability of the industry. In addition to the market risk, these changes related to 

environmental regulation and public awareness will most likely also affect business or strategic risk elements, such 

as strategic position, competitiveness, product portfolio, diversification/concentration, strategic objectives, 

competencies, resources and ability to adapt to structural changes. On the level of financial risk analysis, we would 

expect increasing investment and financing requirements as well as impacts on margins and financial flexibility.  

 

In summary, our rating methodologies and analytical processes are designed to capture the existing and emerging 

influences, which shape the credit risk of corporations, projects or issuances in the future. In the process of 

assigning a credit rating, we perform a comprehensive, forward looking and sustainability oriented analysis. We 

therefore believe that the elements commonly summarized by the ESG concept are likely to have a material impact 

on the credit risk of a corporate issuer, project or issuance and are therefore important factors considered in our 

regular analytical processes. 
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Disclaimer 

© 2020 Euler Hermes Rating GmbH (“EHRG”) and/or its licensors and affiliates. All rights reserved.  

CREDIT RATINGS ISSUED BY EHRG ARE EHRG’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT 
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND EHRG’S PUBLICATIONS MAY INCLUDE EHRG’S CURRENT OPINIONS OF 
THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. EHRG DEFINES 
CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND, 
IN THE CASE OF ISSUANCE-LEVEL CREDIT RATINGS, ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS 
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. 
CREDIT RATINGS AND EHRG’S OPINIONS INCLUDED IN EHRG’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL 
FACT. CREDIT RATINGS AND EHRG’S PUBLICATIONS ARE NEITHER A PROSPECTUS NOR A SUBSTITUTE FOR INFORMATION 
ASSEMBLED AND PRESENTED BY COMPANIES OR ISSUERS FOR INVESTORS REGARDING THE PURCHASE OF A SECURITY OR FOR 
ASSESSING THE CREDITWORTHINESS OF A RATED ENTITY. CREDIT RATINGS AND EHRG’S PUBLICATIONS DO NOT CONSTITUTE OR 
PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD 
PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR EHRG’S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN 
INVESTMENT FOR ANY PARTICULAR INVESTOR. EHRG ISSUES ITS CREDIT RATINGS AND PUBLISHES ITS PUBLICATIONS WITH 
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, CONDUCT ITS OWN INDEPENDENT 
ANALYSES, CREDIT ASSESSMENTS AND OTHER VERIFICATIONS AND EVALUATIONS OF EACH SECURITY THAT IS UNDER 
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

EHRG’S CREDIT RATINGS AND EHRG’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE 
RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE EHRG’S CREDIT RATINGS OR EHRG’S PUBLICATIONS WHEN MAKING 
AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF 
SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, 
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, 
IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT EHRG’S PRIOR WRITTEN CONSENT. 

All information contained herein is obtained by EHRG from sources believed by it to be accurate and reliable. Because of the possibility of 
human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any 
kind. EHRG adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources 
EHRG considers to be reliable including, when appropriate, independent third-party sources. However, EHRG is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process or in preparing the EHRG publications. 

Please note that summaries of contracts, laws and other documents contained in any EHRG publication, rating report or other materials 
cannot replace careful study of the relevant complete texts.  

EHRG and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity 
for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the 
information contained herein or the use of or inability to use any such information, even if EHRG or any of its directors, officers, 
employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or damages , 
including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant 
financial instrument is not the subject of a particular credit rating assigned by EHRG. The limitations do not apply to the extent that 
fraud, intent or any other type of liability cannot be excluded and/or limited under applicable law.  

EHRG and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or 
compensatory losses or damages caused to any person or entity, on the part of, or any contingency within or beyond the control 
of, EHRG or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection 
with the information contained herein or the use of or inability to use any such information. The limitations do not apply to the 
extent that fraud, intent or any other type of liability cannot be excluded and/or limited under applicable law.  

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR 
ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY EHRG IN ANY 
FORM OR MANNER WHATSOEVER. 

The dissemination and use of an EHRG rating report may be prohibited by law in certain jurisdictions. Any persons who come into 
the possession of such information should inquire about and comply with any prohibitions that may be in place. EHRG assumes no 
liability of any kind with respect to such dissemination and use of any rating in any jurisdiction whatsoever. 

Euler Hermes Rating GmbH 

 


