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Summary

This Special Comment examines historical credit loss rates on similarly rated North American loans and bonds since
1996. The main findings are:
• For a sample comprised of all issuers with both rated loans and bonds outstanding, three-year cumulative loss rates

were roughly 1.5 to 2.0 times as great on bonds as on similarly rated loans.
• Loss rates would have been similar for loans and bonds if the loans had been rated higher by about 0.5 to 1.5

alpha-numeric rating notches. In order to equalize losses across similarly rated loans and bonds, upward adjust-
ments on loan ratings, rather than downward adjustments on bond ratings, appear more appropriate. This is the
case because the loss rates on the bonds were similar to the loss rates on a much larger sample of similarly rated
bonds issued by companies without rated loans.

• Regression analysis confirms that the finding that loans have experienced systematically lower loss rates than sim-
ilarly rated bonds is robust and not merely an artifact of the historical distribution of loans and bonds across indus-
tries and time.

• As discussed in companion Special Comment,1 these findings suggest that loan ratings need to be even higher, on
average, relative to bond ratings in order to equate expected loss rates by rating category. As a result, Moody's
expects to reflect these findings in its ratings of bank loans with continued attention paid to the seniority and col-
lateral of the loan. Since individual rating conclusions require careful analysis of the issuer's capital structure, as
well as loan collateral and covenants, it is not possible to say in advance which individual loans are likely to be
upgraded over time.

1. “Recent Bank Loan Research: Implications for Moody's Bank Loan Rating Practices," Moody's Special Comment, December 2004.
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Introduction

This Special Comment extends a line of prior research that found, among speculative-grade issuers with both bonds and
loans outstanding:

• bond three-year default rates have been about 1.25 times greater than loan default rates
• loss severity in the event of default has been about 2.25 times greater for bonds than loans; and
• loss rates overall have been about three times greater for bonds than loans.2 
These favorable credit characteristics of loans relative to bonds provide the underlying rationale for Moody's

"notching" practices, under which an issuer's loans are often assigned higher ratings than its bonds.
In this study, we examine realized loss rates on similarly rated loans and bonds. In the first section of the paper, we

focus on a data set of issuers with both loan and bond ratings outstanding. Here we find that three-year loss rates are
considerably higher for bonds compared to similarly rated loans. We then calculate the upward adjustments in loan
ratings that would have been needed to equalize loss rates by rating category. In the second section, we demonstrate
that upward adjustments in loan ratings, rather than downward adjustments in bond ratings, are the appropriate way to
equalize credit losses on similarly rated loans and bonds. This demonstration follows from the finding that loss rates
on similarly rated bonds of issuers with and without rated loans were approximately equivalent.3 We also show that
these findings are robust to sample variations with respect to the composition of issues' industries and cohort dates.

Credit Losses on Similarly Rated Loans and Bonds

Loss Rate Analysis
The credit loss rates we employ are three-year cumulative loss rates on rated loans and bonds from issuers with both
outstanding rated loans and bonds. Each loan and bond is separated from its issuer and assigned to its corresponding
rating bucket.4 Two equally-weighted components comprise credit loss rates: (1) default rates and (2) loss-given-
default rates (LGDs). We define default rates for each loan and bond rating bucket as weighted-averages of the three-
year cumulative default rates from monthly cohorts constructed over the sample period 1996-2001.5 LGDs are
derived from averages of the defaulted issues' post-30 day default trading prices. Table A in the Appendix shows the
samples sizes of unique loans and bonds used in the default rate and loss given default calculations.6 7

Exhibit 1 presents the loss-rate results, showing the loss rates as well as the default and recovery rates for loans
and bonds at alternative letter-rating categories.8 For example, B-rated bonds have a three-year cumulative default
rate of 21.1% and a recovery rate of 23.3 cents on the dollar, implying a cumulative credit loss rate of 16.2%. Com-
paring loan and bond loss rates across different rating levels in Exhibit 1, the bond default rates are lower than loan
default rates, while bond recovery rates are lower than loan recovery rates.9 Because the loan-bond recovery differ-
entials are significantly larger than the loan-bond default rate differentials, the loss rates on bonds are higher than
the loss rates on loans.

2. See Moody's Special Comments: "Relative Default Rates on Corporate Loans and Bonds" (September 2003), "Recovery Rates on North American Syndicated Bank 
Loans" (March 2004), and "Characteristics and Performance of Moody's-Rated Syndicated Bank Loans" (March 2004).

3. The premise being that credit losses on bonds of issuers without rated loans are the proper benchmark by which to compare losses on bonds of issuers with rated loans.
4. We include only one issue per security class from each issuer.  In those cases of multiple issues per security class for a given issuer, we include only the issue with the 

longest maturity.
5. The weights are based on the number of issues in each monthly cohort.
6. As can be seen in Exhibit A1 in the Appendix, a number of the defaulted loans do not have post-30 day trading prices.  For loans that are missing prices, we used a 

variant of the loan recovery model presented in the Moody's Special Comment "Recovery Rates on North American Syndicated Bank Loans" to generate missing 
loan recovery prices.  The model was, however, modified for this purpose by the inclusion of the average recovery price of the issuer's bonds as an additional explan-
atory variable.  The adjusted R2 of the model is approximately .45 and other explanatory variables include the debt cushion to the loans, whether the loan was 
secured, whether the loan issuer's industry was in distress, age of the loan at default, and the size of the loan.

7. We also carry out sensitivity analysis to examine how credit losses vary with the treatment of missing loan prices.  The results do not change materially under a number 
of alternative scenarios, including using the recovery model to generate prices, omitting those loans with missing prices, imposing a loan severity of 40% of the bond 
severity for missing loan prices (a ratio consistent with the results in Moody's loan recovery study cited above), or imposing the 40% severity ratio for all loan prices.

8. Similar results are found at the alpha-numeric rating level.
9. Bond default rates are lower than loan default rates at given rating levels due to notching.  Issuers typically enter bankruptcy with their loans rated higher than their 

bonds.  As a result, bonds typically default somewhere in the Caa-C range, while loans are more likely to default in the single B range.  Consequently, for example, the 
single-B loan default rate is higher than the single-B bond default rate.  
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Exhibit 2 uses the data in Exhibit 1 to show the bond-to-loan ratios of default rates, loss severities, and credit
losses at different letter-rating categories. For example, at the single-B rating level, the bond default rate is 70% of the
loan default rate and the bond severity rate is 260% of the loan severity rate, implying bond credit losses that are 220%
of loan credit losses. A similar pattern emerges across all rating levels, with relatively lower bond default rates being
overwhelmed by higher bond loss severities, resulting in higher bond credit losses.

Loss Rate Regressions
In order to check the robustness of the loss-rate results above, we use regression analysis as an alternative methodology
to assess relative credit losses on similarly rated loans and bonds. The dependent variable in the regressions is the loss
rate on individual loans and bonds (i.e. zero if the issue does not default and the loss severity rate if the issue does
default).10 The right-hand-side explanatory variables in the first regression model we examine include a dummy vari-
able to control for whether the issue is a loan or bond and dummy variables to control for the rating level of the issue
at the alpha-numeric level. The coefficient estimate on the loan/bond dummy variable indicates that credit losses on
loans are approximately 47% lower than on bonds, which translates into a bond-to-loan loss ratio of approximately
2.0, or the same ratio as found for the Ba plus B rated category shown in Exhibit 2. The detailed regression results are
presented in Exhibit A2 in the Appendix.

A second regression model we examine adds dummy variables to control for the cohort year of the issue and the
industry of the issue's issuer.11 These industry and cohort year dummy variables allow us to examine whether loan-to-
bond credit losses depend on the relative mixes of industries and cohort years across our sample of loans and bonds.12

Exhibit 1

Default, Recovery, and Loss Rates by Rating Category
(Three-year cumulative rates)

Bonds Loans
Default 

Rate
Recovery 

Rate
Loss
Rate

Default 
Rate

Recovery 
Rate

Loss
Rate

Baa 1.6%  37.4 1.0% 1.6%  49.7 0.8%
Ba 5.3%  15.4 4.5% 10.0%  69.6 3.1%
B 21.1%  23.3 16.2% 24.3%  70.3 7.2%
Caa - C 51.7%  22.3 40.1% 59.3%  66.0 20.2%

Exhibit 2

Ratios of Default, Severity, and Loss Rates

Note: The height of each bar represents the ratio of bonds to loans for that specific loss rate component. For example, for loans and 
bonds rated B, total credit losses on bonds are 2.2 times greater than losses on loans.

10. Because the regression sample includes all issues from all monthly cohorts, unique issues can be represented multiple times in the regression sample.  As a result, 
while the coefficient estimates are unbiased, the standard errors of these estimates are understated and hypotheses tests are invalid.  Similar to the loss-rate analysis 
in the previous section, the sample includes only loans and bonds from issuers with both outstanding rated loans and rated bonds.  The regression sample includes 
over 63,000 monthly observations on loans and bonds from the Ba1 through B3 rating cohorts.

11. The cohort year and industry dummy variables are specified so as to allow non-linear impacts on loss rates at alternative rating levels.
12. Credit losses vary across industries and cohort years.  If a relatively high proportion of the loans or bonds are from relatively bad industries and/or cohort years, the 

relative credit loss results derived in the previous section could be distorted.
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The coefficient estimates for this regression model indicate that credit losses on loans are 34% lower than on simi-
larly-rated bonds. Transformed into a ratio of bond-to-loan credit losses, this result implies that bond losses are 1.52
times those on loans, or approximately 24% below the 2.0 times for the Ba plus B category shown in Exhibit 2. In
other words, the mix of industries and cohort years does appear to modestly favor loans relative to bonds when assess-
ing relative credit losses.13 

How Much Would Loan Ratings Need to Increase to Equate Loss Rates on Loans and Bonds?
Incorporating the results from the regression analysis that show bond-to-loan loss ratios are modestly overstated due
to the mix of loans and bonds across industries and cohort years, Exhibit 3 illustrates how much higher historical loan
ratings would have to have been in order to equalize historical bond and loan credit losses at various rating levels.14

For example, at the B rating level, the left bar shows the mix-adjusted historical ratio of bond-to-loan losses equal to
1.7, the middle bar shows that the ratio falls to 1.2 if all rated loans had been rated one alpha-numeric notch higher
than they actually were, and the right bar shows that the loss ratio falls to 0.8 if all loans had been rated two alpha-
numeric notches higher.15 In other words, B-rated loans would have had to have been rated between 1-1.5 alpha-
numeric notches higher than they actually were in order to equalize loan and bond credit losses, while Ba-rated loans
would have required less than a one notch increase.

To put in perspective average increases in all loan ratings of 0.5-1.5 notches, the data in Exhibit 4 show loan issuers'
current average rating gaps (i.e. notching levels) between their loan ratings and their senior unsecured and senior
implied bond ratings by rating category. For example, an increase of 0.5 in the average notching gap for issuers with Ba
senior unsecured bond ratings would boost the average notching gap to approximately 1.0 from 0.5. For issuers with B-
rated senior unsecured bond ratings, a 1.5-increase in the average notching gap pushes the average gap to approximately
2.7 notches.

13. We also run these regressions using the issues from all issuers of rated loans and/or rated bonds over the 1996-2001 period, rather than just issues from issuers of 
rated loans and bonds.  Doing this entails increasing the number of unique bonds in the analysis by over threefold.  The regression results using this expanded sam-
ple are consistent with the smaller sample.  However, the results indicate that the relative mix of cohort years and industries favors credit losses on bonds rather than 
loans.  When we condition on cohort years and industries the result implies a 15% increase in the ratio of bond-to-loan losses to approximately 1.6 from 1.4.  
     Similarly, when we conduct the loss-rate analysis of the previous section using the expanded sample, the results imply a bond-to-loan loss ratio of only 1.3 for the 
Ba plus B rating category, down from 2.0 using the restricted sample.  However, applying the 15% adjustment boosts the 1.3 to 1.5.  The bottom line is that either 
sample or methodology implies a ratio of bond-to-loan credit losses of approximately 1.5-1.6 for Ba plus B rated loans once consideration is made for the relative mix 
of cohort years and industries across issues.  

14. The industry and cohort year impacts are incorporated by applying a 25% discount to all bond-to-loan loss ratios.
15. The spike at plus 2 notches in the Caa-C rating category is due to the absence of lower-rated loans moving up into the Caa-C category as all loan ratings are 

increased by 2 notches.  

Exhibit 3

Ratios of Bond to Loan Loss Rates Under Alternative Loan Rating Scenarios

Notes:
1.The height of each bar represents the ratio of bond losses to loan losses. For example, for loans and bonds rated B, if loans had been 
rated one rating notch higher than they were actually rated, bond losses would have been 1.2 times greater than those on bonds.
2. Historical loss ratios differ from those in Exhibit 2 as they have been adjusted for industry and time effects using regression analysis.
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In interpreting the loan rating increases necessary to equalize loan and bond credit losses, it is worth emphasizing
they refer to averages within rating categories. The considerable variability in notching levels within rating categories
signals the importance of fundamental analysis in assessing appropriate notching levels across individual issuers.

Bond Ratings of Rated Loan Issuers 

While increasing loan ratings ex post serves to equalize historical credit losses, an alternative option to achieve rating
consistency would be some combination of increasing the loan ratings and lowering the bond ratings of these rated-loan
issuers. In this section of the paper, we examine whether this option is appropriate by investigating whether there is
any evidence that bonds of rated-loan issuers have been rated too high relative to a benchmark of bonds of issuers
without rated loans; the premise being that credit losses on bonds of issuers without rated loans are the proper bench-
mark by which to compare losses. 

We first examine this option by comparing historical credit losses on similarly-rated bonds of issuers with rated
loans to those of issuers without rated loans. Exhibit 5 presents results from the same 3-year cumulative loss-rate
methodology used to compare credit losses on similarly-rated loans and bonds.16 These results, which do not control
for the mix of industries and cohort years, indicate that bonds of issuers with rated loans have higher default rates and
higher severity rates, implying higher credit loss rates. For example, credit losses for B-rated bonds of rated loan issu-
ers are 50% higher than B-rated bonds of issuers with no rated loans. 

Exhibit 4

Bank Loan Ratings Relative to Senior Unsecured and Senior - Implied Ratings

16. The sample consists of approximately 2600 unique bonds of issuers with rated loans and 8800 bonds of issuers with no rated loans.
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However, employing the same regression methodology used in the loans versus bonds analysis, once the mixes of
industries and cohort years between the two types of bonds are controlled for, there is no divergence in loss rates
between the two types of bonds.17 Before controlling for the mix of industries and cohort years, the regression results
show that credit losses on bonds of issuers with rated loans are approximately 50% higher than those on bonds of issu-
ers with no rated loans, similar to the results from the loss-rate methodology above. However, once dummy variables
are added to the regression to control for the mix of industries and cohort years, the loss differential falls to only 5%.
The detailed regression results are presented in Exhibit A3 in the Appendix. Implicitly, the regression analysis indi-
cates that our sample of bonds of issuers with no rated loans is heavily represented in favorable industries and cohort
years relative to bonds of issuers with rated loans. This favorable mix can be seen in Exhibits 6 and 7, which show the
percentage of each type of bond issued in relatively good and bad cohort years and industries.18 These results argue in
favor of the view that loan ratings were too low and against the view that bond ratings were too high.

Exhibit 5

3-Yr Loss Ratios for “Bonds with Rated Loans” to “Bonds without Rated Loans”

17. The regression sample consists of over 120,000 monthly observations.  However, similar to the regressions above, many of these observations are not unique and, 
therefore, while the coefficient estimates are unbiased, the standard errors are underestimated and hypotheses tests are invalid.

18. The relatively good/bad industries and cohort years are determined by the coefficients on the respective dummy variables designating these industries and cohort 
years.  The good cohort years are defined as 1995-1997, while the bad cohort years are 1998-2001.  The good industries are defined as media, hotel/gaming, 
energy, utilities, consumer goods, non-bank finance, and transportation, while the bad industries are industrials, technology, and retail.  
     Additionally, when the loss-rate methodology is used to examine relative credit losses between the two types of bonds for each of the four samples (i.e. good years/
good industries, good years/bad industries, bad years/good industries, and bad years/bad industries), only in the good years/bad industries category are credit losses 
on bonds with rated loans higher than for bonds without rated loans.  

Distribution of Rated Bond Issues (with and without Rated Loans) 
between “Good” and “Bad” Years and Industries

Exhibit 6

by Cohort Year
Exhibit 7

by Industry
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Conclusions

In this Special Comment we examined historical credit losses on similarly-rated North American loans and bonds of
issuers with both outstanding loans and bonds. We first examined historical credit losses employing two alternative
methodologies: (1) three-year cumulative loss rates on loans and bonds derived from monthly cohorts over the period
1996-2001 and (2) loss-rate regressions that allow conditioning on factors other than issue ratings (e.g. issuer industry,
cohort year). The results from both methodologies indicate that bond losses are significantly higher than loan losses. 

In order to equalize loss rates on similarly-rate loans and bonds, the results suggest loan ratings would have had to
have been 0.5-1.5 alpha-numeric rating notches higher than they actually were. Additionally, in order to equalize
losses across similarly rated loans and bonds, upward adjustments on loan ratings, rather than downward adjustments
on bond ratings, appear more appropriate. This is the case because the loss rates on the bonds were similar to the loss
rates on a much larger sample of similarly rated bonds issued by companies without rated loans.

Regression analysis confirms that the finding that loans have experienced systematically lower loss rates than sim-
ilarly rated bonds is robust and not merely an artifact of the historical distribution of loans and bonds across industries
and time.

As discussed in companion Special Comment, these findings suggest that loan ratings need to be even higher, on
average, relative to bond ratings in order to equate expected loss rates by rating category. As a result, Moody's expects
to reflect these findings in its ratings of bank loans with continued attention paid to the seniority and collateral of the
loan. Since individual rating conclusions require careful analysis of the issuer's capital structure, as well as loan collat-
eral and covenants, it is not possible to say in advance which individual loans are likely to be upgraded over time.

Related Research

Special Comments:
Relative Default Rates on Corporate Loans and Bonds, September 2003 (79477)
Recovery Rates on North American Syndicated Bank Loans, 1989-2003, March 2004 (81684)
Characteristics and Performance of Moody’s-Rated U.S. Syndicated Bank Loans, March 2004 (81723)
Recent Bank Loan Research: Implications for Moody's Bank Loan Rating Practices, December 2004 (89991)

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this
report and that more recent reports may be available. All research may not be available to all clients.
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Appendix
Exhibit A1 shows the number of unique bonds and loans used in the loss rate analysis and the calculation of default
rates and recovery rates. From each obligor, only one obligation per security class was included in the sample.

Exhibit A1

Exhibit A2 presents the detailed regression results used to assess the relative credit losses on similarly rated loans
and bonds. The dependent variable in the regressions is the credit loss rate on individual loans and bonds - taking on
the value zero when there is no default or taking the loss (as a percentage of par) in the event of default. 

The independent variables in "Model 1" include a dummy variable to designate whether the issue is a loan or
bond, as well as dummy variables to control for the credit rating of the issue. The estimation method is nonlinear least
squares as the specification allows for proportional effects, rather than additive effects, of dummy variables at alterna-
tive rating levels.The estimated coefficient of negative 0.474 on the loan dummy variable signals that credit loss rates
on loans are 47% lower than on bonds after controlling for ratings assigned to the various bond issues and loans.

"Model 2" adds dummy variables to control for the issues' industries and cohort formation dates. In this specifica-
tion, the estimated coefficient on the loan dummy variable signals that credit loss rates on loans are 34% lower than on
bonds, down from 47% in "Model 1". These results indicate that the mix of industries and cohort formation dates
modestly favors the loss rates of loans relative to bonds.

Because the regression sample includes all issues from all monthly cohorts, individual issues are represented multi-
ple times in the regression sample. As a result, while the coefficient estimates are unbiased, the standard errors of these
estimates are understated. Findings of "insignificance" are, therefore, likely to be valid, but findings of "significance"
are not necessarily valid. Similar to the loss-rate analysis, the sample includes only loans and bonds from issuers with
both outstanding rated loans and rated bonds. Specifically, the regression includes over 63,000 monthly observations
on loans and bonds from the Ba1 through B3 rating cohorts.

Exhibit A3 shows the results from similar regressions used to assess credit losses on bonds of issuers with and with-
out rated loans. In "Model 1", which includes dummy variables to control for the credit rating of the bonds, the esti-
mated coefficient on "Bonds with Loans" is 0.515, indicating that credit losses on bonds of issuers with rated loans
have credit losses 51.5% higher than on bonds without rated loans. "Model 2" adds dummy variables to control for the
bonds' industries and cohort formation dates. The estimated coefficient on the "Bonds with Loans" dummy variable
falls to only 0.049, indicating only a 4.9% differential. These results signal that credit loss rates on bonds of issuers
with and without rated loans are similar once we control for industry and cohort formation dates. In other words, these
results indicate that the mix of industries and cohort formation dates heavily favors the loss rates of bonds of issuers
without rated loans relative to bonds of issuers with rated loans.

Number of Bonds and Loans Underlying Default and Recovery Analysis

Obligations Bonds Loans

Baa  384  368
Ba  375  949
B  1,241  723
Caa-C  389 53

Total  2,389  2,093

Defaults Bonds Loans 

Baa 9 10
Ba 16 87
B 210 231
Caa-C 230 80

Total 465 408

Note: Issue prices at default were available for all defaulted bonds and approximately one-half of the 
defaulted loans. Missing loan prices were estimated as described in footnote # 6.
Moody’s Special Comment 9



Exhibit A2

Loss Rates on Bonds Higher than on Similarly Rated Loans
Estimation Method: Nonlinear Least Squares 

Model: Loss Rate = 
(beta0+beta1*Ba1+beta2*Ba2+beta3*Ba3+Beta4*B1+beta5*B2)*(1+gamma1*Loan+gamma2*Yr1995+gamma3*Yr199
6+gamma4*Yr1997+gamma5*Yr1998+gamma6*Yr2000+gamma7*Yr2001+gamma8*Banking+gamma9*Consumer+g
amma10*Nonbank+gamma11*Media+gamma12*Misc+gamma13*Tech+gamma14*Trans+gamma15*Hotel+gamma16
*Retail+gamma17*Energy+gamma18*Utilities)

Model 1 Model 2

Dummy Variable
Estimated

Coefficient
Standard

Error
Estimated

Coefficient
Standard

Error

Ba1 -0.136 0.005 -0.195 0.007
Ba2 -0.118 0.004 -0.171 0.006
Ba3 -0.107 0.003 -0.155 0.005
B1 -0.089 0.003 -0.131 0.005
B2 -0.021 0.003 -0.017 0.004
Loan -0.474 0.003 -0.338 0.019
1995 -0.57 0.053
1996 -0.513 0.024
1997 -0.317 0.018
1998 -0.065 0.016
2000 -0.171 0.016
2001 -0.261 0.025
Banking -0.8 0.217
Consumer -0.158 0.018
Non-Bank Finance -0.105 0.046
Media -0.689 0.024
Misc. -0.541 0.042
Technology -0.183 0.017
Transportation -0.241 0.038
Hotel -0.376 0.023
Retail 0.01 0.027
Energy -0.588 0.024
Utilities -0.711 0.135

Omitted Dummies: B3, Bond, 1999, Industrials
Sample: 63,000 observations from monthly cohorts 1996-2001
Key Result: Loan losses are 34% lower than bond losses after controlling for rating, cohort year, and issuer industry
10 Moody’s Special Comment



Exhibit A3

Loss Rates on Bonds Are Similar
Estimation Method: Nonlinear Least Squares 

Model: Loss Rate = 
(beta0+beta1*Ba1+beta2*Ba2+beta3*Ba3+Beta4*B1+beta5*B2)*(1+gamma1*"Bonds with Loans"+ 
gamma2*Yr1995+gamma3*Yr1996+gamma4*Yr1997+gamma5*Yr1998+gamma6*Yr2000+gamma7*Yr2001+ 
gamma8*Banking+gamma9*Consumer+gamma10*Nonbank+gamma11*Media+gamma12*Misc+gamma13*Tech+gam
ma14*Trans+gamma15*Hotel+gamma16*Retail+gamma17*Energy+gamma18*Utilities)

Model 1 Model 2

Dummy Variable
Estimated

Coefficient
Standard

Error
Estimated

Coefficient
Standard

Error

Ba1 -0.094 0.002 -0.175 0.004
Ba2 -0.089 0.002 -0.168 0.004
Ba3 -0.081 0.002 -0.148 0.004
B1 -0.068 0.002 -0.123 0.003
B2 -0.029 0.001 -0.055 0.003
Bonds with Loans 0.515 0.024 0.049 0.01
1995 -0.705 0.016
1996 -0.67 0.014
1997 -0.479 0.013
1998 -0.152 0.014
2000 -0.038 0.014
2001 -0.157 0.021
Banking -0.742 0.052
Consumer -0.117 0.016
Non-Bank Finance -0.072 0.026
Media -0.304 0.017
Misc. -0.312 0.029
Technology -0.017 0.014
Transportation -0.115 0.029
Hotel -0.153 0.017
Retail 0.142 0.022
Energy -0.438 0.02
Utilities -0.388 0.085

Omitted Dummies: B3, Bonds without Loans, 1999, Industrials
Sample: 124,000 observations from monthly cohorts 1996-2001
Key Result: Bonds of issuers with and without rated loans have similar loss rates after controlling for rating, cohort year, and issuer industry
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