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Hong Kong Annual Public Disclosure Report 
 
This Annual Public Disclosure Report is published in accordance with Provisions 68 and 71 of the Code of Conduct 
for Persons Providing Credit Rating Services, as published by the Securities and Futures Commission pursuant to 
section 169 of the Securities and Futures Ordinance (Chapter 571). 
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1. Code of Conduct 

 
Fitch supports the high-level principles outlined by IOSCO in its Statement of Principles Regarding the Activities of Credit Rating 

Agencies, together with the more expansive IOSCO Code of Conduct Fundamentals for Credit rating Agencies. 

 

The Fitch Ratings Code of Conduct applies to all of Fitch’s global credit rating agencies including Fitch (Hong Kong) Ltd.  It is 

designed to track, and be consistent with, the IOSCO Code of Conduct Fundamentals for Credit Rating Agencies (“IOSCO”). 

Where the Hong Kong Code of Conduct for Persons Providing Credit Rating Services (“CCPPCRS”) differs from IOSCO, Fitch 

has incorporated the additional provisions found in the CCPPCRS into global policies, procedures and/or practices that 

supplement the Fitch Ratings Code of Conduct.  These policies, practices and procedures taken together with the Fitch Ratings 

Code of Conduct, fully implement the Hong Kong CCPPCRS other than one minor difference as follows. 

 

The final sentence of Provision 35 of the Hong Kong CCPPCRS indicates that CRAs “should ensure that rating announcements 

include disclosure as to whether the issuer of a structured finance product has informed the CRA that it is publicly disclosing all 

relevant information about the product being rated or whether the information remains non-public”.  Consistent with Fitch’s global 

practice, Fitch (Hong Kong) Ltd. does not make this specific disclosure as a matter of course because, as explained in the Fitch 

Code of Conduct, it instead encourages all issuers and originators of all structured finance products to publicly disclose all 

relevant information.  As such, Fitch believes its global position to be consistent with the objective of encouraging improved 

disclosures by issuers and originators which underpins this provision of the CCPPCRS.   
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2. Internal Control Mechanisms Ensuring the Quality of Credit Rating Activities 
 
Policy Framework 

 
Fitch Ratings has established and implemented policies, procedures and internal controls on a global basis to ensure the 

objectivity and integrity of its ratings. All Fitch policies and procedures, and any subsequent amendments to such policies and 

procedures, are designed to be consistent with Fitch’s Code of Conduct, which incorporates the global best practices outlined in 

the IOSCO Code of Conduct Fundamentals for Credit Rating Agencies, as well as any applicable credit rating agency regulations.   

During the policy formulation stage, input is gathered from all relevant constituents within Fitch including, where appropriate, the 

senior staff of the relevant analytical groups, the Legal Group, the Global Operations Management Group and the Global 

Compliance Group.  Once the proposals are finalised, they are subject to review and approval or amendment by Fitch’s Chief 

Executive Officer and a panel of designated senior officers.  Fitch’s policies are also subject to regular review and approval at 

board level. 

 The objectives that the Internal Control Framework is intended to serve include adherence to such policies: 

a) Fitch’s Code of Ethics, which includes the Fitch Code of Conduct and policies addressing the management of conflicts of 

interest. 

b) Internal ratings process manuals, which provide detailed instruction regarding the ratings creation process. 

c) Criteria management policies, which govern the development, application and testing of Fitch’s analytical criteria. 

d) Policies setting forth the obligations and operations of the Credit Policy Group.  

Levels of Control 
 

Control is exercised by the following bodies: 

a) Directly by the supervisors within the analytical groups, supported by the Global Operations Management Group. 

b) The Credit Policy Group, led by the Chief Credit Officer. 

c) The Global Compliance Group. 

d) Executive Management. 

e) The boards (including independent directors) of the senior most Credit Rating Agencies in the Ratings Group, Fitch Inc. and 

Fitch Ratings Limited. 

Fitch’s core control functions – the Global Compliance Group, Global Operations Management Group and Credit Policy Group – 

are operated at a global, rather than local, level. 

 

The Analytical Groups and Global Operations Management 

 
Overall responsibility for ensuing that Fitch’s policies and procedures are followed lies with the senior managers of the individual 

groups within Fitch (Global Group Heads of the analytical groups and Regional Group Heads at a geographical/jurisdictional level).  

These managers receive support from the Global Operations Management Group, which provides policy training and develops a 

number of applications and management reports to encourage compliance and facilitate the manager’s monitoring and review of 

the overall compliance of their group.  
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The Credit Policy Group 

The Credit Policy Group (CPG) is independent of the analytical rating groups and is comprised of Group Credit Officers, Regional 

Credit Officers, supporting quantitative analysts and a Credit Market Research team. CPG is responsible for ensuring that rating 

criteria are appropriate and that rating committees take the actions necessary where Fitch has identified sustained shifts in risk 

profile.  As such, CPG serves as a risk assessment function with respect to Fitch’s analytical work.  In fulfilling these 

responsibilities, the Regional and Group Credit Officers: 

 Focus on credit, ratings and criteria issues for Fitch’s rating groups globally. 

 Use developing trends in issuance volumes, product innovations, or structural change to appropriately and constructively 

raise awareness of potential disconnects from current approaches. 

 Link rating trends with current fundamentals, macro developments and expectations. 

 Monitor that analytical groups are addressing new developments with an appropriate sense of urgency and rigor.  Report on 

and make recommendations in certain cases. 

 Develop and nominate areas of topical research that can be used to frame priorities or identify the next potential credit 

market development. 

 Ensure sensitivity analysis and/or forecasts are utilized in each group where appropriate to help ensure that ratings are 

forward looking. 

 Oversee, review and approve models used in rating analysis. 

 Enhance tools used to screen for rating outliers and apply these across product segments, so that all such outliers can be 

reviewed for appropriateness. 

 Leverage participation in various committees and discussions to ensure new or developing issues are shared and addressed 

across product groups.  

 Oversee the analytical criteria review and approval process.  While senior analysts from across the analytical groups are 

involved in the development and review of criteria, only members of CPG are permitted to vote in any criteria review 

committee.   

 
Separately, the Credit Market Research team within CPG conducts regular transition and default studies to monitor the 

performance of Fitch’s ratings over time and across analytical sectors and geographical regions. 

 

The Global Compliance Group 

 
Compliance with Fitch’s policies is monitored by the Global Compliance Group.  The Group is responsible for assessing 

compliance with Fitch’s policies and procedures pertaining to ratings assigned using Fitch’s International rating scales, including 

Fitch’s ‘Code of Conduct’ and related policies concerning conflicts of interest. The group is headed by the Chief Compliance 

Officer, who is assisted by two Regional Compliance Officers who are responsible for i) Europe, the Middle East, Africa and Asia, 

and ii) the Americas respectively.  The Regional Compliance Officer with responsibility for Hong Kong is based in London.  

 

The Chief and Regional Compliance Officers monitor and assess Fitch’s compliance with its policies on an on-going basis by a 

variety of methods including reviewing copies of management reports that are produced for the Regional Group Heads on a 

regular basis, reports produced by three teams within the Global Compliance Group as described below and reports generated 

via Fitch’s Violations Reporting (whistle blower) line.  Compliance staff follows up with the appropriate managers within Fitch as 

necessary to address any issues identified, providing recommendations as appropriate.  The Chief and Regional Compliance 

Officers also have responsibility for ensuring that appropriate investigations are conducted in response to possible breaches of 

Fitch’s policies. 
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The core responsibilities of the three teams within the Global Compliance Group are set forth below: 

 

Regulatory Compliance: works with members of Fitch’s in-house Legal Group and the Global Operations Management Group to 

support the incorporation of the obligations set forth in all applicable regulations into Fitch’s policies and procedures.  This team is 

also responsible for ensuring, in cooperation with local office management, that Fitch meets any regulatory reporting obligations 

that it faces.  This team also conducts regular email reviews of Fitch's staff to identify any cases of policy non-compliance. 

 

Personal Conflicts Monitoring: monitors compliance with Fitch Ratings’ Worldwide Confidentiality, Conflicts of Interest and 

Securities Trading Policy via regular monitoring of employee trading activities, outside interests and other potential conflicts.  This 

Group provides recommendations to manage all identified personal conflicts of interest. 

 

Compliance Audit: plans and conducts onsite reviews and engages in an on-going compliance programme.  The compliance 

audit program includes a worldwide compliance audit program that is risk based and includes both onsite visits and remote audit 

testing.  The results of the compliance audit are provided to senior management of the audited group, who are required to provide 

a management response to the compliance auditors’ findings and act upon the measures indicated in the management response.  

This management response, in turn, is reviewed by compliance auditors’ in subsequent follow up. 

 

Executive Management and Board Oversight  

Executive Management receive regular management reports in order to monitor the business activities globally. Additionally, in 

2011 Fitch Inc. and Fitch Ratings Limited, the senior-most credit rating agencies within the Global Group adopted Governance 

Charters to ensure robust board oversight of all the policies listed above and the supporting control framework.  Supplemental 

procedures for implementing the responsibilities as set forth in the Governance Charters, and a schedule for such implementation 

were also adopted.  The board-level reviews set forth within the procedures are conducted on behalf of the entire Fitch Ratings 

group of companies, including Fitch (Hong Kong) Ltd.    
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3. Record Keeping Policy 
 

Fitch has in place global file maintenance and record-keeping policies and practices that are designed, collectively, to ensure that 

it maintains adequate records in accordance with all applicable laws and regulations including, but not limited to, the Hong Kong 

Regulations.  The two main policies that are applicable to Fitch’s rating-related records – the File Maintenance and 

Recordkeeping Policy for Analysts, and the File Maintenance and Recordkeeping Policy for the Business and Relationship 

Management Group – are published on Fitch’s public website, and can be found by selecting the ‘Code of Ethics’ link from any 

page on the website.  Links to these documents are provided below.   

 
http://www.fitchratings.com/web/en/dynamic/about-us/code-of-ethics-and-conduct.jsp 
 
 

Additional details regarding the exact content of the information that must be included in certain documents referenced in the File 

Maintenance and Recordkeeping Policy for Analysts – such as rating committee minutes – are contained in internal manuals that 

provide detailed procedural guidance on the rating process.  Other non-analytical groups, such as the Accounts Group, maintain 

separate internal recordkeeping policies.  
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4. Management and Rating Analyst Rotation Policy 
 
Management 
 
Fitch operates in Hong Kong through its Hong Kong-incorporated subsidiary:  Fitch (Hong Kong) Ltd., which is 100% owned by 

Fitch Ratings Limited, a UK company.  Fitch complies with all local corporate law requirements. Thus, Fitch (Hong Kong) Ltd. is 

set up in a manner consistent with the applicable local corporate law.  

 

The individual board members of Fitch (Hong Kong) Ltd. are Jonathan Cornish, Viola Fong, Christine Tse and Hyejin Yoon. 

 

The organisation of Fitch’s analytical management is not structured around our corporate organisation. Each of the analytical staff 

employed within Fitch (Hong Kong) Ltd. reports to a regional group head, in some cases through a series of line managers.  The 

regional rating group heads report to a global group head.  Currently one of Fitch’s four global rating group heads is based in 

London, and three are based in the United States of America.  All four analytical group heads report to Ian Linnell, the Analytical 

Group Manager, who is based in London.  Mr Linnell reports to the President and CEO of Fitch Ratings, Paul Taylor, who is also 

based in London.  

 

Fitch’s core support functions – including the Global Compliance Group and the Credit Policy Group – are structured globally, with 

staff reporting to a regional group head who in turn reports to a global head.    

 

Analyst Rotation 

 

Fitch’s analyst Rotation Policy was developed to be consistent with applicable global regulations.  It establishes, with respect to all 

Fitch credit rating agencies with over 50 staff, maximum permissible time periods for covering a rated entity as a primary analyst, 

secondary analyst, or committee chair of four, five and seven years respectively, followed by a minimum of two years away from 

interacting with the rated entity or voting in its rating committees.  More elaborate rules are in place with respect to structured 

finance analysts, which require rotation around an originator and/or arranger.  In certain circumstances, these rules require more 

frequent rotation than the general framework described above. 

 

For practical reasons Fitch generally limits its analyst rotation requirements for all Fitch credit rating agencies with less than 50 

employees, currently including Fitch (Hong Kong) Ltd., to the rotation of rating committee chairs only. 

 

However, it should be noted that various aspects of Fitch’s rating committee quorum requirements are designed to ensure 

sufficient challenge to the recommendations of the primary and secondary analysts.   

 

The current version of Fitch’s analyst Rotation Policy is reproduced in full overleaf.
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Rotation Policy 

Effective Date: January 25, 2012 

Version: 5 

Responsibility: Credit Policy Group 

A. General Principles 

Analyst rotation applies as follows: 

1. Primary analysts may remain in this role for a maximum of four years with respect to a rated entity. They must then take a 

minimum of two years away from covering the rated entity. 

2. Secondary analysts may remain in this role for a maximum of five years with respect to a rated entity. They must then take a 

minimum of two years away from covering the rated entity. If the secondary analyst becomes the primary analyst at any stage, 

this person can serve no more than four years in total before taking two years away from the rated entity. 

3. With respect to points 1 and 2 above, during the two year “off” period, the analyst may not attend management meetings or 

vote at rating committees. Observer status at the rating committee is permitted. This applies to all product areas affected. 

4. Chairs of rating committees may remain in this role for a maximum of 7 years. They must then take a minimum of two years 

away from the rated entity. During the two years off, they may not serve as the primary or secondary analyst, or as the committee 

chair. In addition, they may not attend management meetings or vote at rating committees. 

B. Application – General Details 

1. This policy applies to all analysts working on International credit ratings. 

2. This policy does not apply to Private Ratings, issuers with only National Ratings and any non-credit rating opinions, such as, for 

example, Market Implied Ratings, Asset Manager Ratings and Servicer Ratings. 

3. This policy shall be applied in full in all Fitch subsidiaries that have more than 50 employees, including employees of branches 

of Fitch subsidiaries where that subsidiary has more than 50 employees in total. It will also be applied to Fitch Italy. As a result, 

rotation will apply to analysts employed by Fitch companies in the following countries: 

 United States of America 

 United Kingdom 

 Brazil 

 India 

 Italy 

 Mexico 

 Dubai 

 Korea 

 Taiwan 

4. Rotation shall be applied to all committee chairs globally, irrespective of whether the chair is located in a subsidiary with less 

than 50 employees. 

5. The details of this policy differ for Structured Finance (RMBS, CMBS, ABS, ABCP and Structured Credit) and Corporate and 

Public Finance. Analysts must refer to the Sections below for further details. 
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6. To the extent that the legal or regulatory requirements in any jurisdiction in which Fitch is located are inconsistent with any 

provision of this policy, Fitch personnel located in such jurisdiction shall comply with the requirements of the local jurisdiction 

pursuant to procedures approved by the GMD responsible for the area or an individual designated by the GMD to make decisions 

under this Policy (the “Designated Person”). The head of Fitch’s office in such jurisdiction shall record such procedures in the files 

of the office and notify the Global Compliance Group and group heads of their contents. 

 

C. Application – Corporate and Public Finance 

1. Analysts will rotate around rated entities. 

2. From 2010, 50% of all primary analysts will be rotated after two years leading with respect to a rated entity and 50% after 3 

years. This staggered rotation will continue beyond 2014 – 50% of primary analysts will rotate again in 2016 and 2017 

respectively and so on. 

3. In the situation where 50% of primary analysts rotate in 2012 there are occasions when a completely new analytical team is 

introduced in a given year. In these circumstances the prospective new primary analyst may attend the management meeting for 

training in the year before assuming the primary analyst role. Likewise that person may attend but not vote at the rating committee 

in the year before assuming the primary analyst role, for training purposes. 

4. Fitch has not adopted a formal rule for the introduction of rotation of secondary analysts except for the requirement that an 

analyst can serve for only five years as a secondary analyst or four years if the secondary analyst serves as a primary analyst at 

all during this period. 

5. This policy shall be applied at the level of the issuer or rated entity, rather than at the level of a security. As such, corporate and 

public finance groups are not required to apply this policy separately to multiple securities that are issued by one issuer. 

6. In cases where an issuer or rated entity has both National and International ratings, this policy shall be applied. 

 

D. Application – Structured Finance 

1. The rotation period will commence when the primary analyst’s and secondary analyst’s names are entered in Structured 

Finance Work Centre (SFWC). For transactions where a primary and secondary analyst have already been assigned, but which 

have not closed, the rotation period will commence on the effective date of this policy. 

2. The party around which rotation must be applied will vary, depending on the nature of the transaction, as set forth below: 

a. Sole originator transactions 

1. Primary and secondary analysts must rotate around the originator of securitised assets where there is a sole originator in a 

transaction. 

2. Primary analysts may remain in place for up to four years from 2010 after which they must have a minimum two years away 

from this originator. 

3. There is not a formal rule for the introduction of rotation of secondary analysts other than the requirement that an analyst can 

serve for only five years as a secondary analyst or four years if the secondary analyst becomes the primary analyst at any point 

during this period. 

4. A further test also applies; if this test is met, rotation must occur earlier: If the same originator and arranger (an arranger is 

defined as the financial institution which has arranged the transaction) act together on three different transactions in a twelve 

month period, then the primary and secondary analysts must be rotated away from the originator immediately. (The same 

definition is used for a “sponsor” of a Special Purpose Vehicle (SPV). The term arranger and sponsor are frequently used in 

Structured Finance and are used interchangeably in this policy.) 

5. Surveillance analysts commence work on transactions from the date a transaction closes and may perform this role for up to 

four years. They shall rotate around the originator, unless there is no clear single originator in which case they shall rotate around 

the arranger or sponsor of the SPV whose securities have been rated or the entity which has made a shelf filing for that 

transaction. (A shelf filing is defined as an arrangement where the ability to issue securities is set up in advance of issuance so 

that securities can be issued when market conditions allow.) 
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6. Surveillance analysts who are analysing transactions as at the effective date of this policy may remain in place for up to four 

years from this date, after which they must have a minimum of two years away from the originator, sponsor or entity which has 

made a shelf filing, as the case may be. 

b. Multi originator transactions 

1. Primary, secondary and surveillance analysts shall rotate around the arranger of the transaction or sponsor of the SPV. 

2. They must do so on the same dates/time periods identified for sole originator transactions, without the further rotation tests 

applied. 

c. Captive transactions 

1. If the originator of the assets also arranges/structures the transaction the primary, secondary and surveillance analysts must 

rotate around the originator. 

2. The rotation dates/time periods shall be the same as for sole originator transactions without the further rotation test applied. 

E. Committee Chairs in All Analytical Groups 

1. The rotation period commences on the date of the first rating committee after the effective date of this policy. This applies to 

both Corporate and Structured Finance. 

2. 50% of committee chairs must step away from the chair role after six years and the remaining 50% of chairs must step away 

after seven years. 

3. Chairs must have two years away from the entity as described in the respective corporate and structured finance analyst 

sections in this policy after completing their period as chair. 

4. Chairs will be determined by a formal selection process, consistent with the instruction provided in Section IX of the Rating 

Procedure Manual (RPM) for the relevant analytical group. 

5. In Structured Finance: 

a. If a preliminary committee occurs for a transaction, the rotation period commences on the date of this preliminary committee. 

b. For sole originator transactions the same test as stated in section D 2 a 1 will apply. This means that chairs must rotate around 

the originator of securitised assets where there is a sole originator in a transaction. The test identified in section D 2 a 4 will not 

apply. 

c. For multi originator transactions the same tests will apply as for primary and secondary analysts. This means that the chair shall 

rotate around the arranger/sponsor of the SPV. 

F. Independent Committee Members 

1. In addition to the analyst rotation requirements contained within this policy, all rating committees must comply with all relevant 

instruction contained within the Rating Process Manuals for the product areas. This includes instruction with respect to the 

participation of independent committee members at rating committees. 


