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The Legal Elements in Establishment of the Dominant
Position of the “Big Three” in Credit Rating Business
and the Approach Implications to China for Eliminating
the Regulatory Reliance Thereof

SHENG Jianming

Abstract: First of all, this thesis concludes that the dominating position of the “Big Three”
credit rating agencies (CRAs) such as Moody Investor Services, Standard & Poor. and etc., and
their abuse of such power is a direct result of the legislating endorsement and regulatory reliance
thereof. It is for this reason that the US Congress initiated an unprecedented action to review and
modify numerous laws and rules in relation to the regulation of CRAs after the occurrence of the
subprime mortgage crisis in 2007. The aim of such an action is to screen congressional legislation
and regulatory rules in relation to credit rating agencies in a systematic manner for the purpose of
eliminating the legislative endorsement to and regulatory support for the giant rating agencies such
as Moody Investor Services, Standard & Poor’s and Fitch. The ultimate goal of such an action is to
cut the privileges granted to those rating agencies and to reduce the degree of regulatory reliance
on such agencies. The screening action covers more than five legislative acts and 20 regulatory
documents issued by various US financial regulators, especially those rules and regulations enacted
by the SEC. The author takes of the view that the effect of this rules-screening action’s effect on
changing the fundamentals of the landscape of rating services may be very limited, given the fact
due to the establishment of a financial ecosystem in which the heavy reliance on ratings has been
habitual. The author suggest that Chinese financial regulators should not also learn the lesson from
the US regulatory history, but also be vigilant to the excessive reliance on ratings provided by those
giant rating agencies.

Keywords: US Legislation; Financial Regulation; Credit Rating; Rating Hegemony;

Financial Rule Screening & Cleaning
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