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1998 - 5(10.9) 12(26.1) | 19(41.3) 10(21.7) - 46(100)
1999 6(3.8) 31(19.6) 51(32.3) | 57(36.1) 11(7.0) 2(1.3) 158(100)
2000 10(9.0) 22(19.8) 55(49.5) | 22(19.8) 1(.9) 1(.9) 111(100)
A 16(5.1) 58(18.4) 118(37.5) | 98(31.1) 22(7.0) 3(1.0) 315(100)

x2= 43.102, df=10. p=.000
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xZ= 9.745, df=8, p=.283
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7t FAEEYU ASEoE Wrid WY, BEFL
58%1(21.4%), CBaL 28(1%)22 B/N%F
€& 243 2UE Aoz vyt & 249
71214 BelM FHE AEE5FE 1998dde
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69.2%% B4 F71% F 200049 77.9%
o ol2x it}
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(Z 10) ¢I3WoislA BollM BRE YT A8EFe FHIMF 0|%)

He 4858 A
Al A2 A3 B C D
1998 - - 2(15.4) 4(30.8) 7(53.8) - 13(100)
1999 6(2.2) 63(23.2) | 119(43.8) | 74(27.2) 5(1.8) 5(1.8) 272(100)
2000 12(4.4) 66(24.4) | 133(49.1) | 58(21.4) 207 - 271(100)
A 18(3.2) 129(23.2) | 254(45.7) | 136(24.5) | 14(2.5) 5(.9) 556(100)

2= 156.427, df=10, p=.000
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1995 43(13.5) | 121(37.9) | 109(34.2) | 46(14.4) - 319(100)
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1997 17(13.4) | 42(33.1) | 52(409) | 16(12.6) - 127(100)
A 114014.7) | 268(34.5) | 286(36.9) | 105(13.5) 3(.4) 776(100)

1= 8.622, df=8, p=.375
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A

(RE 1) AUBH7IBIAL AQ| MBEE HEYUED FHU|EdTE

e e IR e
H5d
CAR 8D t-% CAR SD t-gk CAR SD t-3
-12 .0005 049 125 0029 | 035 576 0112 046 2.008**
-11 0055 | .077 948 0047 | .054 625 0302 | .077 3.223%***
-10 0111 | .093 | 1.593 .0020 | .069 202 0313 | .106 2.410***
-9 0169 .106 2.143* | -.0095 | 074 -.909 0215 135 1.299
-8 0221 | .118 | 2.507** | -.0097 | 084 | -.813 0165 | .149 910
-7 0176 | .126 | 1.868* | -.0111 | .104 | -.756 0210 | .162 1.061
-6 .0147 | 125 | 1.576 -.0106 | .113 | -.664 0128 | 152 687
-5 .0076 | .129 791 -.0070 | .108 | -.461 0033 | .144 187
-4 .0031 | .143 287 -.0182 | .120 |-1.072 |-.0019 | .151 -.101
-3 -.0028 | .153 | -.244 -.0379 | .181 | -1.481 0099 | .159 508
-2 -.0019 | .156 | -.167 -.0309 | 166 |-1.314 |-.0033 | .167 -.151
-1 0014 | .160 121 -.0299 | 157 |-1.343 |-.0126 | .182 - 564
0 -.0097 | .152 | -.855 -.0282 | .146 | -1.371 |-.0264 | .191 |-1.129
1 -.0137 1561 | -1.216 -.0295 | 1564 | -1.354 -.0457 199 | -1.878*
2 -.0131 |.163 | -1.081 -.0280 | .170 | -1.162 | -.0420 | .230 |-1.492
3 -0117 | .165 | -.952 -.0432 | .186 | -1.648 | -.0410 | .260 | -1.290
4 -.0054 .166 -.438 -.0481 | .209 | -1.631 ~.0351 .289 -.996
5 -0084 | .176 | -.644 -.0488 | .199 | -1.738* |-.0370 | .298 |-1.018
6 -.0148 A79 1 -1.110 -.0528 | .230 | -1.622 -.0391 .303 | -1.056
7 -.0091 .186 -.660 -.0562 | .243 | -1.634 -,0482 .335 -1.179
8 -.0072 .192 -.506 -.0584 | .248 | -1.665 -.0503 .341 -1.208
9 -.0101 | .203 | -.669 -.0561 | .246 |-1.615 |-.0641 | .355 |-1.477
10 -.0068 220 -.415 -.0576 | .254 | -1.802 -.0518 356 | -1.190
-12, 10 |{-.0006 | .124 | -.069 -.0288 | .134 | -1.525 |-.0148 | .184 -.658
-12. -1 .0080 | .103 | 1.037 -.0129 | .085 | -1.080 0117 | 122 784
-6, -1 0037 | .137 .360 -.0224 | .125 | -1.268 0014 | .149 076
0, 6 |[-.0110 |.156 | -.941 -.0398 | .177 |-1.587 |-.0380 | .244 |-1.275
0. 10 |-.0100 .166 ~-.810 -.0461 | .200 | -1.634 -.0437 276 | -1.298

F1) *& 10%. " 5%, e 1%, e 0.1%7EAA felg
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g CR R R AR de
o3e CAR SD t-%k CAR SD t-gk CAR SD t-%k
-12 -.0058 | .048 | -2.356™* | -.0065 | .039 | -1.483 -.0054 | .045 |-1.030
-11 -.0058 | .066 | -1.712* -.0093 | .059 |-1.398 |-.0170 | .061 |-2.378""
-10 -.0092 | .082 |-2.164™ |-.0154 | .073 |-1.880* |-.0247 | .087 | -2.429"
-9 -.0011 | .094 | -.236 -.0164 | 079 |-1.865" |-.0124 | 108 -.984
-8 -.0106 | .107 |-1.934" -.0184 | .090 |-1.837* |-.0198 | .118 | -1.437
-7 -0156 | .l112 |-2.710"* | -.0243 | .095 |-2.302"* |-.0322 |.120 | -2.289""
-6 -.0228 | .116 | -3.848'*"| -.0303 | .154 | -1.757" | -.0443 | .143 | -2.645""
-5 -.0191 | .118 |-3.151*** | -.0254 | .151 | -1.501 -.0359 | .137 | -2.235**
-4 -.0202 | .118 |-3.350****| -.0166 | .155 -.959 -.0248 | .129 |-1.645
-3 -.0199 | .127 | -3.045"** | -.0169 | .145 | -1.040 | -.0257 | .134 | -1.638
-2 -.0161 | .134 |-2.346" |-.0218 | .140 |-1.387 |-.0089 | .145 -.522
-1 -.0212 | .128 | -3.239"***| -.0224 | .137 |-1.457 |-.0170 | .144 | -1.008
0 -.0227 | .131 | -3.383"**| -.0162 | .138 | -1.062 |-.0208 |.174 | -1.020
1 -.0217 | .134 |-3.150*** | -.0210 | .155 | -1.208 | -.0264 | .195 |-1.156
2 -.0226 | .138 | -3.183"* | -.0231 | .165 |-1.263 |-.0263 | .215 | -1.046
3 -.0238 | .141 |-3.278"***| -.0209 | .174 |-1.074 |-.0489 | .238 |-1.751"
4 -.0163 |.139 |-2.289"* |-.0284 | .178 | -1.433 |-.0500 | .246 |-1.736"
5 -.0137 | .141 | -1.890* -.0338 | .187 |-1.616 |-.0629 | .270 |-1.989"
6 -.0206 | .148 | -2.701*** | -.0391 | .199 | -1.760* | -.0647 | .291 | -1.899"
7 -.0159 | .158 |-1.962** | -.0424 | 201 |-1.893" |-.0623 | .317 | -1.680"
8 -.0139 | .162 | -1.671° -.0402 | 201 |-1.789* | -.0505 | .342 |-1.262
9 -.0158 | .161 |-1.910° -.0339 | .200 |-1519 |-.0495 | .368 | -1.150
10 -.0141 | .169 | -1.623 -.0282 | .199 | -1.271 -.0428 | .39%4 -.930
-12, 10 | -.0160 | .105 | -2.969*** | -.0240 | .122 | -1.754* | -.0336 | .163 | -1.763"
-12, -1 | -.0140 | .088 |-3.073*** |-.0186 | .093 |-1.796* |-.0223 | .101 | -1.892"
-6, -1 |-.0199 | .115 |-3.362**"*| -.0222 | .139 | -1.426 |-.0261 | .129 |-1.729°
0, 6 |-.0202 |.131 |-2.999"*" | -.0261 | .164 | -1.428 |-.0429 | .224 | -1.638
0,10 |-.0183 |.137 | -2.606*"" | -.0298 | .171 |-1.560 |-.0459 | .264 | -1.485

F1) "= 10%, e 5%, e 1%, e 0.1%5EAA o
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Has the Quality of Credit Rating Improve after
the IMF Bailout?

Hee Jang OH*

Abstract

The objective of this study is to test whether the quality of credit rating after the IMF
Bailout for Korea has changed any significant way from the quality of credit rating before
the IMF Bailout. The sample of the study consists of 829 observations drawn from credit
rating agency A(297) and credit rating agency B(532) from the period of September 1998
to December 2000. The stock price impact of credit rating announcements is estimated by
the CP’s ratings, using daily abnormal returns generated by the market adjusted model
for 23 trading days from -12 days to +10 days surrounding the credit rating an-
nouncement event day O.

Findings of this study include the follows: First, the stock price reactions to the
directions of rating changes are different from each other for the period before and after
the IMF bailout. Namely, the upgrading of credit ratings would have positive effects on
stock prices and the downgrading negative effects in the period before IMF bailout(from
January 1995 to June 1997), but both upgrading and downgrading of credit rating have
negative effects on stock prices in the period after the IMF bailout. Specifically, after the
IMF bailout, the upgrading of credit ratings have lower on stock price reactions than the
unchanged of credit rating. Second, the stock price reactions to the degree of changes in
credit rating differ before and after the IMF bailout. Before the IMF bailout, the greater
degree of the changes, the greater price reactions, and after the IMF bailout, no such
expectations prevail. Third, before the IMF bailout, the higher credit ratings were related
to the higher stock prices, vice-versa, no such conditions were met after the IMF bailout.

* Research Professor, Entrepreneurial Management Center in the Yeungnam University.
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Noteworthy is that the above findings concur on sample data drawn from two different
reference credit rating agencies,

Implications of this study include the following: as far as credit rating business is
concerned, the business has retrogressed, and perhaps the minute analysis is called for.
Lenders as well as investors should be aware of the changes in the relationship between
changes in credit ratings and their respective price reactions. It is hoped that those
concerned with credit ratings and their relevance, and reliability, if not credibility, pay
attention to the findings and implications of this study for further research.

Key word: quality of credit rating, directions of rating changes, degree of rating changes,
credit rating, stock returns, market adjusted model
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