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A diversified portfolio can reduce credit risk. But the bond rating distribution is not uniform. For example, more than 60%
of firms in real estate sector are assigned BBB. This paper presents some empirical results of a study modeling U.S. bond
ratings. Ordered logit analysis and multinomial logit analysis of a cross section of firms suggest that sector affects ratings,
implying that rating institutions evaluate business risk by the characteristics of the sector and business risk in real estate sector

is evaluated more stable than other sector. In other words, real estate risk is important factor affecting credit portfolio

management.
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