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Rating trends of Japanese electric power companies before and after the pandemic outbreak
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[Abstract]
In this paper, Rating analysts at Japan Credit Rating Agency, Ltd. present their perspective on the
electric power industry and describe the history of actual rating actions taken before and after the
coronavirus pandemic. Rating analysts are interested in the degree of "stability and ease of seeing"
future cash flows, and how they will change. As a regulated industry, the electric power industry
needs to strongly reflect qualitative factors such as the stability and changes in energy policy and
institutional frameworks. The actions of individual power utilities are more constrained by
regulations and system operating rules than in other industries. Therefore, when it comes to ratings,
qualitative evaluation is naturally more important than quantitative evaluation. However, after the
Great East Japan Earthquake, the electric power industry system no longer occupies the same
important position as it once did, as it has undergone several major risk events. In the future, the

level of financial strength of individual businesses will begin to be questioned.
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