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Table 1 Credit rating changes in different years
G0 P I FE T g LR 1 % T I IRLRE TR 1 %
2007 4 4 0 0 0 0
2008 13 13 0 2 2 0
2009 23 22 1 0 0 0
2010 36 32 4 0 0 0
2011 38 36 2 3 1 2
2012 36 33 3 8 5 3
2013 36 34 2 20 17 3
2014 43 40 3 25 17 8
2015 63 57 6 21 15 6
2016 64 63 1 27 21 6
2017 82 78 4 18 14 4
2018 56 55 1 16 9 7
A1t 494 467 27 140 101 39
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Table 2 Credit rating before and after changes
Gz A e TR
&
AAA AA + AA AA- | A+ A A- | BBB+ BBB | BBB- | BB+ BB B CCC CC C
SR
AAA 3 2
AA + 95 15 1
AA 4 183 50 6 3 1 4
AA - 4 131 22 8 1 1
A+ 6 52 6 2 3 2
A 1 2 3 7 1 3 1 1
A - 3 1
BBB + 3 1
BBB 1 1 1 2 2
BBB - 1
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BB 1 1
B 1
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Fig. 1 Cumulated average abnormal return near the credit rating upgrade
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Table 3 Statistical test of upgrade rating-cliff’ s information value
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Fig. 2 Cumulated average abnormal return near the credit rating downgrade
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Table 4 Statistical test of downgrade rating-cliff’ s information value
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Table 8 Statistical test of rating-cliff factor with Fama factors
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Investment information value of Chinese bond credit rating cliff

SHI Xiao-jun"?, YE Zhen’
1. China Financial Policy Research Center, Beijing 100872, China;
2. School of Finance, Renmin University of China, Beijing 100872, China

Abstract; This paper investigates the investment information value of rating-cliff (i.e. credit rating adjustment
more than one notch one time) for stock market investment. Our event study indicates that the upward rating-
cliff has valuable information for stock market investment. The cumulated abnormal return (CAR) during the
20-day period after the upward rating-cliff is 3. 62%. This result challenges the conclusion in the literature
outside China that rating upgrade is of little information value for stock market investment. The paper also
finds a deep drop in the CAR accompanying the downward rating-cliff, with the information effect lasting for
more than 90 trading days. Meanwhile, with the weekly trading data of A-share stocks during the period of
2008 to 2018, evidence for the upward and downward rating-cliff factors in stock investment is found.

Key words: credit rating; rating-cliff; credit rating change ; information value



