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News

MOODY'S CORPORATION REPORTS RESULTS FOR
THIRD QUARTER 2018

Yy 3Q18 revenue of $1.1 billion up 2% from 3Q17
Y 3Q18 operating income up 4% from 3Q17; adjusted operating income up 3%'

Yy 3Q18 diluted EPS of $1.59 down 2% from 3Q17; adjusted diluted EPS of $1.69,
up 1%’

Yy FY 2018 diluted EPS guidance range is now $6.95 to $7.10, which includes a
$30 million to $40 million restructuring charge expected to be recorded in
4Q18

Y FY 2018 adjusted diluted EPS guidance range is now $7.50 to $7.65

NEW YORK, NY - October 26, 2018 — Moody's Corporation (NYSE: MCO) today
announced results for the third quarter of 2018, as well as provided its current
outlook for full year 2018.

“Moody'’s third quarter performance reflected strong growth from Moody's
Analytics, partially offset by a decline at Moody's Investors Service, as non-
financial corporate debt issuance slowed versus the record level in the prior-year
period,” said Raymond McDaniel, President and Chief Executive Officer of
Moody's. “We are reducing our outlook for full year diluted EPS to a range of
$6.95 to $7.10 and adjusted diluted EPS to a range of $7.50 to $7.65, primarily
reflecting our expectation for continued lighter debt issuance into the fourth
quarter. In response, we intend to undertake cost management activities, which

" Refer to the tables at the end of this press release for a reconciliation of GAAP to all adjusted and
organic measures mentioned throughout this press release.
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will result in a fourth quarter restructuring charge of $30 to $40 million and an
aggregate charge through the first half of 2019 of $45 to $60 million. We expect
this to result in incremental annualized savings of $30 to $40 million going

forward.”

THIRD QUARTER HIGHLIGHTS

Moody's Corporation reported revenue of $1.1 billion for the three months ended
September 30, 2018, up 2% from the third quarter of 2017.

Operating expenses totaled $614.0 million, approximately flat to the prior-year
period. Operating income was $466.8 million, up 4% from the third quarter of
2017. Adjusted operating income, which excludes depreciation and amortization,
as well as non-recurring acquisition and integration expenses associated with the
Bureau van Dijk acquisition (“Acquisition-Related Expenses”), was $514.2 million,
up 3% from the prior-year period. Operating margin for the third quarter was
43.2% and the adjusted operating margin was 47.6%.

Diluted EPS of $1.59 was down 2% from the third quarter of 2017. Adjusted
diluted EPS of $1.69 was up 11%. Third quarter 2018 adjusted diluted EPS
excluded $0.10 per share related to the amortization of acquired intangible assets.
Third quarter 2017 adjusted diluted EPS primarily excluded a $0.23 per share gain
on a foreign currency hedge associated with the Bureau van Dijk acquisition
(“Purchase Price Hedge Gain"). Neither third quarter 2018 diluted EPS nor
adjusted diluted EPS were impacted by the adoption of accounting standard
update ASU 2016-09, “Improvements to Employee Share-Based Payment
Accounting,” compared to a $0.04 per share tax benefit in the third quarter of
2017.

MCO THIRD QUARTER REVENUE UP 2%

Moody's Corporation reported revenue of $1.1 billion for the three months ended
September 30, 2018, up 2% from the prior-year period.
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U.S. revenue was $559.6 million, down 5%, and non-U.S. revenue was $521.2
million, up 10%. Revenue generated outside the U.S. constituted 48% of total
revenue, up from 45% in the prior-year period. The impact of foreign currency
translation on Moody's revenue was negligible.

Moody's Investors Service (MIS) Third Quarter Revenue Down 7%

Revenue for MIS for the third quarter of 2018 was $644.8 million, down 7% from
the prior-year period. U.S. revenue was $384.7 million, down 10%, and non-U.S.
revenue was $260.1 million, down 2%. The impact of foreign currency translation
on MIS revenue was negligible.

Corporate finance revenue was $296.1 million, down 15% from the prior-year
period. This result primarily reflected a decline in U.S. investment grade and global
high yield bond issuance activity. U.S. and non-U.S. corporate finance revenues
were down 21% and 4%, respectively.

Structured finance revenue was $125.4 million, down 2% from the prior-year
period. This result reflected lower U.S. CMBS rated issuance, partially offset by
contribution from collateralized loan obligations. U.S. structured finance revenue
was down 9%, while non-U.S. revenue was up 13%.

Financial institutions revenue was $119.5 million, up 17% from the prior-year
period. This result reflected strong issuance activity primarily from M&A-related
financing in the U.S. insurance sector. U.S. financial institutions revenue was up
48%, while non-U.S. revenue was down 3%.

Public, project and infrastructure finance revenue was $99.0 million, down 9%
from the prior-year period. This result primarily reflected a decline in global
infrastructure and project finance issuance. U.S. and non-U.S. public, project and

infrastructure finance revenues were down 7% and 13%, respectively.

Moody's Analytics (MA) Third Quarter Revenue Up 18%

Revenue for MA for the third quarter of 2018 was $436.0 million, up 18% from
the prior-year period. U.S. revenue was $174.9 million, up 9%, and non-U.S.
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revenue was $261.1 million, up 26%. Foreign currency translation unfavorably
impacted MA revenue by 1%. Organic MA revenue for the third quarter of 2018,
which excluded Omega Performance and included Bureau van Dijk revenue as of
August 11", was $399.1 million, up 8% from the prior-year period.

Research, data and analytics (RD&A) revenue was $282.6 million, up 29% from
the prior-year period. U.S. and non-U.S. RD&A revenues were up 9% and 50%,
respectively. Organic RD&A revenue, which included Bureau van Dijk revenue as of
August 11", was $246.1 million, up 13%, driven by strength in sales of credit
research and ratings data feeds.

Enterprise risk solutions (ERS) revenue was $113.0 million, approximately flat to
the prior-year period. This result reflected strong growth in loan origination
solutions and the timing of revenue recognition under the new revenue accounting
standard, ASC-606, offset by declines in software licenses and implementation
projects as the business continues to transition to subscription products sold on a
software-as-a-service basis. U.S. ERS revenue was up 9%, while non-U.S. ERS
revenue was down 4%.

Professional services revenue was $40.4 million, up 7% from the prior-year period.
U.S. and non-U.S. professional services revenues were up 11% and 5%,
respectively.

THIRD QUARTER OPERATING EXPENSES AND INCOME

Third quarter 2018 operating expenses for Moody's Corporation totaled $614.0
million, approximately flat to the prior-year period. This result reflected the
inclusion of Bureau van Dijk operating expenses as well as incremental
compensation related to salary adjustments and hiring, offset by lower accruals
for 2018 incentive compensation awards. Foreign currency translation favorably
impacted operating expenses by 1%.

Operating income was $466.8 million, up 4% from the third quarter of 2017.
Adjusted operating income was $514.2 million, up 3% from the prior-year period.
Foreign currency translation had a negligible impact on operating income and
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adjusted operating income. Moody's operating margin was 43.2% and the
adjusted operating margin was 47.6%.

Moody's effective tax rate for the third quarter of 2018 was 24.4%, down from
31.4% for the prior-year period. The decline primarily reflected a lower U.S.
statutory tax rate. The third quarter 2018 effective tax rate included an increase in
uncertain tax positions relating to non-U.S. tax matters offset by a decrease
relating to the transition tax liability, each being approximately $65 million.

YEAR-TO-DATE REVENUE UP 11%

Moody's Corporation reported record revenue of $3.4 billion for the first nine
months of 2018, up 11% from the first nine months of 2017. U.S. revenue was $1.8
billion, up 3%, and non-U.S. revenue was $1.6 billion, up 23% from the prior-year

period. Foreign currency translation favorably impacted Moody's revenue by 1%.

MIS revenue totaled $2.1 billion for the first nine months of 2018, up 3% from the
prior-year period. U.S. revenue was $1.3 billion, up 1%. Non-U.S. revenue was
$847.7 million, up 8%, and represented 40% of MIS revenue, up from 38% in the
first nine months of 2017. Foreign currency translation favorably impacted MIS

revenue by 1%.

MA revenue totaled $1.3 billion for the first nine months of 2018, up 28% from
the prior-year period. U.S. revenue of $513.4 million was up 9%. Non-U.S. revenue
was $752.2 million, up 45%, and represented 59% of MA revenue, up from 52% in
the first nine months of 2017. Foreign currency translation favorably impacted MA
revenue by 2%. Organic MA revenue for the first nine months of 2018, which
excluded Omega Performance and included Bureau van Dijk revenue as of August
11", was $1.1 billion, up 9% from the prior-year period.

YEAR-TO-DATE OPERATING EXPENSES UP 12%

Operating expenses for Moody's Corporation in the first nine months of 2018
totaled $1.9 billion, up 12% from the prior-year period. This result was driven by
the inclusion of Bureau van Dijk operating expenses as well as incremental
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compensation related to salary adjustments and hiring, partially offset by lower
accruals for 2018 incentive compensation awards. Foreign currency translation
unfavorably impacted expenses by 1%.

Operating income was $1.5 billion, up 10% from the first nine months of 2017.
Adjusted operating income was $1.6 billion, up 11% from the prior-year period.
Foreign currency translation favorably impacted operating income and adjusted
operating income by 2% each. Moody's operating margin was 44.1% and the
adjusted operating margin was 48.5%.

The effective tax rate for the first nine months of 2018 was 21.0%, down from
29.0% in the prior-year period. The decline in the tax rate primarily reflected a
lower U.S. statutory tax rate and net uncertain tax position benefits related to a
statute of limitations expiration and audit settlement.

Diluted EPS of $5.45 for the first nine months of 2018 was up 9% compared to
the same period in 2017. Adjusted diluted EPS of $5.76 for the first nine months of
2018 was up 26% compared to the same period in 2017. First nine months of 2018
adjusted diluted EPS excluded $0.31 per share related to amortization of acquired
intangible assets and Acquisition-Related Expenses. First nine months of 2017
adjusted diluted EPS primarily excluded the $0.36 per share Purchase Price Hedge
Gain and a $0.31 per share non-cash, non-taxable gain from a strategic
realignment and expansion involving Moody's Chinese affiliate China Cheng Xin
International Credit Rating Co. Ltd. (the “CCXI Gain"). Diluted EPS and adjusted
diluted EPS in the first nine months of 2018 both included a $0.19 per share tax
benefit related to the adoption of accounting standard update ASU 2016-09,
“Improvements to Employee Share-Based Payment Accounting,” compared to an
$0.18 per share tax benefit in the first nine months of 2017.

CAPITAL ALLOCATION AND LIQUIDITY

$150.5 Million Returned to Shareholders in the Third Quarter

During the third quarter of 2018, Moody's repurchased 0.4 million shares at a
total cost of $66.2 million, or an average cost of $174.33 per share, and issued 0.1
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million shares as part of its employee stock-based compensation plans. Moody's
returned $84.3 million to its shareholders via dividend payments during the third
quarter of 2018.

Year-to-date, Moody's repurchased 0.9 million shares at a total cost of $147.2
million, or an average cost of $168.37 per share, and issued a net 1.5 million shares
as part of its employee stock-based compensation plans. The net amount includes
shares withheld for employee payroll taxes. Moody's also returned $252.9 million
to its shareholders via dividend payments during the first nine months of 2018.

Outstanding shares as of September 30, 2018 totaled 191.6 million, approximately
flat to September 30, 2017. As of September 30, 2018, Moody's had
approximately $380 million of share repurchase authority remaining.

At quarter-end, Moody's had approximately $5.0 billion of outstanding debt and
approximately $975 million of additional borrowing capacity under its revolving
credit facility. Total cash, cash equivalents and short-term investments at quarter-
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