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This study investigates the association between firm specific information reflected in credit ratings and
corporate disclosure behavior. To do so, we utilize the rating deviation, measured by the difference
between actual rating and expected rating based on quantitative information, as a proxy for the extent of
firm specific information while using stock price synchronicity as a measure of corporate disclosure
reluctance. Our findings can be summarized as follows. First, companies with larger value of rating
deviations tend to exhibit higher levels of stock price synchronicity, suggesting that companies receiving
higher(lower) credit rating than expected one have less(more) incentive to convey firm specific information
to the market. Second, after the mandatory disclosure of stand-alone ratings, the previously observed
positive association between rating deviations value and stock price synchronicity has diminished. This
suggests that as stand-alone ratings are newly disclosed, companies with large value of rating deviations
have adjusted their strategies towards actively disclosing firm-specific information to justify those
deviations. This study offers policy implications by demonstrating that publicly disclosing detailed rating
information contributes to alleviate information asymmetry between companies and investors.
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Baghai et al.(2014)% Standard and Poor’s
(S&P)AIA Ag5as F8 o ndete 374 -
A AFE AHate] T o 39S A<k

th(o]3} BST 24).

Ratingi; = a + G;IntCovi¢ + BoProfit;
+ ,BgBLer,t + ,84SI'Z€M + ﬁgDebt_Ebitdaj,t
+ GsNeg Ebitda;: + B;Vol;¢ + BsCash;
+ BoCVD;y + + BipRent; + B11PPLE;
+ ﬁ]gCAPEXM + ﬁlgBetaj,t + ,814Id1'OR1'Skj,t
+ IndFix + YearFix + ¢;; (1)

Rating * Credit rating of individual companies
measured on a scale from 1 to 20,
where AAA corresponds to a value

of 20, and D corresponds to a

value of 1;
IntCov : EBITDA over interest expense:
Profit : EBITDA over sales:
BLev : Total liabilities over total assets:
Size : Natural logarithm of total assets:

Debt_Ebitda : Long-and short term debt over

EBITDA:

Neg Ebitda : Indicator variable set equals one
if EBITDA is negative, and zero
otherwise;

Vol : Standard deviation of Profit over

the past five years (at least two
years of data are required for the

HYSHATL ®533 ™4z 20244 82

incorporation)
Cash : Cash and marketable securities
over total assets:

CVD : Convertible debt over total assets:

Rent  Rental payments over total assets;

PPE © The ratio of a firm's net property,
plant, and equipment to total
assets:

CAPEX : Capital expenditures over total
assets:

Beta © Systematic risk of a company
measured by the beta coefficient
in the Market-model:

IdioRisk : The root mean squared error from
a regression of daily stock returns
on the Market weighted index
returns.

2 A7 AR Fod JEFHF BSTRY
S Bl A& 7|l Aol 2 A4S F H
(rating deviation)& Fsta, o]& A&5Hol
HrgE 719 W Re AR gt ofdt
Aolo utet A&sd Ao Adigtol 2% 7Y
N A EIL A&7 A TUe FS v
e A, 2857 Helel QAgel 242 7)Y
o AAYusL AEEF 2 FEM 8343

A 4
L o 2. &
e S 27§38 % 9

Devi; = Rating-Expected Rating (2)
3.1.2 ¥7H8x4

714 WRP R 3AHE SN g8 & A
L Z2EzA W2 daat. 27224 (stock
F7H 7 4 719

FeAl wehie

price synchronicity)< A%
A

o
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i

[¢]

909



A ARRA, F7HeRA0] FE5E AEr1d) 3
B} 34714 Ao o gL 9 nAgE A
omgth. 7k, Frhexdel Ave AL @97
del F79 & (stock returns)ol A%

wide) 2 A (industry-wide) A9 F714 &
3 7 Aol e sk Ao RA AY
ZV} 7]°47W°ﬂ T 1A F e 78 HR
2 AS4or A Fee gt =, F71

F

_l

A 9% v PN 234 Roleke
R A S AFA A9 dedl ARG

ek,

¢

it

Synchroi; = a + BiDEVI; + BoSIZE;
+ G:LnTVOL; ¢ + BIANA REVI;
+ B:SD_ROA; ¢ + BLOSS;: + BiMARKET;
+ BsTWO TRILL;; + IndFix + YearFix

=
298 59 AV T4 G295 B * e (5)
AE 783 FH(relevant information)E Erhdt Where :
A4 FAekeA F4el& = AHH(Chi and Synchro © Stock price synchronicity, calculated
Lu 2023: Dasgupta et al., 2010; Kim et al., as log (R?/(1-R»))from annual
2021; ¥AZ 9. 2006; BEZAZ A9, 2011). regression of daily individual stock
B A2 Morck et al.(2000)9] W& 283} returns on value-weighted industry
returns and market returns;
7 =2 5;&%0& Wz dzdz AlA
OLJ j; Zmﬂ - OLN;:/} J} = ] oj DEVI . Deviation between expected credit
A o =
e el 4 7 E (A R Rool A rating and actual credit rating.
7149 9 71 E(R) S At EE 9 SIZE : Natural logarithm of market
nete 2445 (adj. RHE 29 ¢4 AFRE capitalization:
S 25 ©23819gY LnTVOL - Natural logarithm of annual trading
volume of ordinary shares;
Ri=a+Ry+R +e¢ (3) ANA REVI : Natural logarithm olf.number of
analyst forecasts revisions;
_ . SD_ROA : Standard deviation of return-on-
9 2YolN A& AHAFRY)E o] gt T
. i assets measured over the past
o] #2 =31l o] MEVIY FAIFTY o84 three years:
(inverse measure)$! F7He2/d (Synchro) &2 LOSS © An indicator variable for whether
A o5t} a firm reports negative net income:
MARKET @ An indicator variable for KOSPI-
Synchro; = log (R2/ (1-RD)}  (4) listed firms:
TWO_TRILL: An indicator variable for a firm’s
3.2 om0l AN total assets exceeding KRW 2
2 A7=gel 28 trillion:
IndFix : Industry fixed effect;
&5 FEgtel 2 7IdYTE FAA oA YearFix : Year fixed effect.
8) o] w Crawford et al.(2012)E #wdle d¥ F7l54AE9] A=Y #ZA7F 507 o4 71dET xgsl3it.
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Synchro;; = a + BiPOST; ¢+ BoDEVI;
+ GsPOST; *DEVI; ¢ + BuSIZE; ¢
+ GLnTVOL; + G:ANA REVI;,
+6;SD_ROA; ; + BsLOSS; ¢ + BoMARKET; ¢
+ B1yTWO_TRILL; ; + IndFix + YearFix

+oeig (6)
Where
POST : Indicator variable with a value of one if

the fiscal year is after 2018, and zero
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otherwise.
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()9 FHE 7T AN SR FA] o] F G g

19 RS A 71gs] 34520l ok 2o
e A3 M 28 AA ke 23t E Rl
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2013-2020d 717Fst =AY A FrFHAA
gl A AR HEe1Y oA d=al
4% 7HKorea Investors Service: KIS)ZHE F
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(Table 2) Sampling process

Sample selection Firm-Years

Initial sample: Non-financial public firms with at least one credit rating
assigned from KIS during 2013 through 2020 1,210

(-) Observations with non-December fiscal year end (3)

(=) Observations that KIS rating deviation data are not available (652)

(-) Observations that necessary financial data are not available (198)
Final sample 357
Unique firms 161

4.1 71SEA U Alpiaby 24

(Table 3)& & Aol AL #E9] 7]&57
FE AN F7HE24 ¥(Synchro)E -1.10
o Hatat(-1.149 T30 = 7Hled dutH o=
SH7I9E e 3 AdYAT (3 ey,
2011)9} fARE £2E B9tk 2185+ #12(DEV)
T F(H)9 g rBeu (@ 0.359,
0.509), °l= =7IdEe] 71l 85wl Hls) %
TR ¥ £ AFUESHE Teve Ae ©

3t} w3k AA FE F Ax
o] A2 (POST=1)7} % 61%F AHX lo}
Uebstth. E4719(L0SS) o HlF-& oF 24% 91,
7t 8% 234719 (MARKET=1)°] %
eHr(F 87%) & AR st g om, Ak 229
A 719 (TWO_TRILL=1)¢] XA #&] sk
(% 51%)°ll sfgatit.

754 DEVIQ} Synchr © 1% FFolM Feolgt
(+)9] AABAAZ /A E Ao

912

A WA 7MY d&3 dAske Agetn & 9
. @9, POSTS} Synchro &4 28k & (+
HAE B e, AANLEE FA] o] F it
S|AA HP7IFEY] FAFTO| ot AL
ANE 4 ot} ol FRERE AFRA ALF
Az gte] 2 7IHEY A5 AANEE FA| o] Fof
olgd ARHARl 353} T2 FAPEHE Ho|&X
2129 (Difference-in-difference: DID)S &-&
sto] AN & HeAS A7) e

4.2 37EA

4.2.1 7V 19 A543

A7 A WA M AR Bl o8] =
29 7= AT o] gl 2
9L FE FEFA A 254 o]olN FrhexA ol
=& A0 oista itk o] 7HAE AFE] 4
a2 (5)9] BAAFE Fsta 1 AIHE (Table
5ol Bastdct, 443, F7Hs2 (Synchro)
= THEUTFE LIS o A&7 J(DEVI)
S AFE 1% FFAA F9g FH+)9 F& 7K
s Aoz ‘JrE]r‘XAL‘:‘r(ﬁl‘r%k 0.0876, t-#k: 2.68).

AR doeA 7199 AHEA
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(Table 3) Descriptive statistics

Variables N Mean Std.Dev Q1 Median Q3
Synchro; 357 -1.105 1.538 -2.137 -1.141 -0.177
DEVI, 357 0.359 1.769 -0.479 0.509 1.517
POST 357 0.608 0.489 0.000 1.000 1.000
SIZE; 357 13.539 1.469 12.436 13.242 14.691
LaTVOL, 357 17.380 1.694 16.234 17.427 18.577
ANA REVI, 357 1.169 1.003 0.000 1.099 2.079
SD_ROA; 357 0.035 0.087 0.014 0.020 0.036
LOSS; 357 0.244 0.430 0.000 0.000 0.000
MARKET, 357 0.868 0.339 1.000 1.000 1.000
TWO TRILL: 357 0.513 0.501 0.000 1.000 1.000
(Table 4) Pearson correlation matrix
Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
(1) Synchro; 1.00
(2) DEVI, 0.06" 1.00
(3) POST 0.66" -0.13" 1.00
(4) SIZE; 0.65" -0.11" 0.60" 1.00
(5) LnTVOL, 0.46" -0.31" 0.32" 0.31" 1.00
(6) ANA REVI, 0.64" -0.09" 057 0.82" 0.34" 1.00
(7) SD_ROA; -0.07 -0.17" -0.06 -0.12" 0.16" -0.10" 1.00
(8) LOSS; 0.03 -0.09" 0.03 -0.16" 0.25" -0.06 0.17" 1.00
(9) MARKET, 0.11" 0.10" 021" 0.31" -0.08 0.22" -0.19" 0.01 1.00
(10)TWO_TRILL, 0.45" -0.08  0.49" 0.68" 0.20" 0.62" -0.09" -0.02 0.23" 1.00
" denotes two-tail significance at equal to or greater than 10% level.
Bo7L &g fEsh wtdd 794 aEs FA 0 9P vFve Fo] I o= FHEY o &
A F571# 5 AEFARY] AL RAE o7ld AE Hud 7| (LOSS) LTS TR =2
FE7F e A S JEATS A A54Q0 ¥ ASE YEyE o) o|d 7Id o] Az 4
AGE|E Hole Ao Ads= AAKE, o] o] %2 W] e thorst AREL A=A
o SAWSe) #H ATE AR EH AZIE O FASY] fjEoz FuE
I (SIZE)°] 2 7Idelv FAAHZF(LnTVOL)©]
B VYT E FeRd0] B2 ASE YEY 4.2.2 7Vd 29 A543
<, 757} A3 FAAYE SdsiA dojve
7195 WEFd o] A E Aol A A< B Aol = WA 7P e AAAEE FAAE A

=k
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913



(Table b) The relationship between credit rating deviation and stock price synchronicity (H1)

Independent Dependent Variable = Synchro;

Variables Coef. (t-stat)
Intercept -13.3235*** (-10.18)
DEVI, 0.0876*** (2.68)
SIZE; 0.5406™** (6.32)
LnTVOL, 0.1481* (2.59)
ANA_REVI, 0.1098 (1.20)
SD_ROA; 0.2649 (0.58)
LOSS; 0.2460*" (2.16)
MARKET, -0.5322*** (-2.65)
TWO_TRILL, -0.2258 (-1.31)
Year Included
Industry Included
# of obs 357
Adjusted R? 0.749

1) *, **, and *** indicate two-tail significance at the 0.1, 0.05, and 0.01 level, respectively.
2) All the continuous variables are winsorized at the top and bottom one-percentile.

3) Standard errors are clustered at the firm level.

glgko] 2 25 (Large DEVD 3} 2H& 1
DEVD) S F7hs24 #HaFAl (parallel trend) 7}
o9 e EAE AAH e BalFm gt 2
ANEE FAAE Al A(2018 o] A)dl&=
DEVI 259 7}
Aot Al (2018 ] %)l
o 7]./\4 22 ;q ;<] 3}: d u] Z

2 AT /M 29 B 94

Large
Z/do] Small DEVI &%t}
A= A= A
7 st

st A5 fsl 4 (6)

=
=

AFHE YTt (Table 6)°] A|A]
= iﬂd w4 POSTY AlF(6)7F 1%
2 o ¥ w2 7S 99
741# 0.9893, t-#t: 3.57), °l+& ¥
L Az AN LR FAIA
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(Figure 2) Test of parallel trend assumption

(Table 6) The effect of stand-alone rating disclosure on stock price synchronicity (H2)

Independent Dependent Variable = Synchro;

Variables Coef. (t-stat)
Intercept -13.4297*** (-9.74)
POST (5) 0.9893*** (3.57)
DEVI, (£2) 0.1807*** (3.38)
POST #*DEVI, (55) -0.1862*** (-2.90)
SIZE; 0.4260*** (5.07)
LnTVOL, 0.1551%*** (2.63)
ANA_REVI; 0.1104 (1.19)
SD_ROA; 0.3766 (0.90)
LOSS; 0.1775 (1.57)
MARKET: -0.4453"" (-2.17)
TWO_TRILL -0.0322 (-0.18)
Year Included
Industry Included
F-stat (B + B3=10) 10.87**
# of obs 357
Adjusted R 0.750

1) * ** and *** indicate two-tail significance at the 0.1, 0.05, and 0.01 level, respectively.
2) All the continuous variables are winsorized at the top and bottom one-percentile.
3) Standard errors are clustered at the firm level.
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(Table 7) Robustness check using 2-stage least sqgaures

Dependent Variable = Synchro;

Independent (1) (2)
Variables Coef. Coef.
(t-stat) (t-stat)
Intercent -8.6421** -9.3622***
P (-2.44) (-2.66)
1.1094%**
POST (4.16)
0.0843** 0.1842***
DEVI, (2.61) (3.40)
-0.2048***
POST *DEVI, (-3.21)
0.4959%** 0.3997***
SIZE, (3.58) (2.80)
0.1195 0.1662
LnTVOL; (0.68) (0.93)
0.1237 0.1228
ANA_REVI, (1.30) (1.27)
0.2364 0.3953
SD ROA; (0.50) (0.90)
0.2825™* 0.1958
LOSS; (2.30) (1.54)
-0.4597 -0.4217
MARKET, (-1.43) (-1.25)
-0.2316 0.0051
TWO_TRILL: (-1.21) (0.03)
0.1567 -0.0295
IMR (0.21) (-0.04)
Year Included Included
Industry Included Included
# of obs 336 336
Adjusted R? 0.742 0.743
1) *, **, and *** indicate two-tail significance at the 0.1, 0.05, and 0.01 level, respectively.
2) All the continuous variables are winsorized at the top and bottom one-percentile.
3) Standard errors are clustered at the firm level.
© (Table 8)¢] (1)E3 (2)E 77 AAI=o 9 oste= Wol RIteA ¥ Ao B89 §
o, Fzd A Adez 4AFS BAT 5 ok AYS Adan 0
£ 7

. ol A B Are) wrlo] WAL

10) ZHAC] FAFEY 719A 271 7199 FA B oAb o JkE vt AdAT7F EAgtk(e.g., Hope and Thomas,
2008; olgstel &4, 2005). old £ AFE 7d-A=E dxAg L BEEATAEA A3} FLESCIIEY (KCGS) 9
AT Ve F(SeH: 3.58, A+5H: 3M, ASH: 2.58, B+5H: 24, BSH: 1.54. C5H: 14, D& 0.5% F9)

£ 27 3RSt AT BEAR AHERle] o|5S BANFE S48 AARAE WER YAlsldrh
R

F7IE AT Tl 7Md 13} 7HE 25 AASle A2
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(Table 8) Alternative measure of rating deviation

Dependent Variable = Synchro;

Independent (1) (2)
Variables Coef. Coef.
(t-stat) (t-stat)
Int ; -8.2327*** -7.9279***
nercep (-5.91) (-4.84)
0.5138*
POST (1.93)
0.0529* 0.0801*
DEVIicn: (1.73) (1.97)
_ *
DEVInice: * POST ?_%0996%
0.4556*** 0.3238***
SIZE; (5.60) (3.87)
0.0170 0.0015
LnTVOL (0.35) (0.03)
0.2164** 0.2188**
ANA_REVI, (2.47) (2.35)
-0.4206 -0.5528
SD_ROA, (~0.96) (~0.92)
0.1449 0.0665
LOSS; (1.28) (0.55)
-0.4961*** -0.3427**
MARKET, (-3.36) (£2.14)
-0.2409 -0.0287
TWO_TRILL (-1.39) (-0.16)
Year Included Included
Industry Included Included
# of obs 412 412
Adjusted R? 0.684 0.704

1) *, ** and *** indicate two-tail significance at the 0.1, 0.05, and 0.01 level, respectively.
2) All the continuous variables are winsorized at the top and bottom one-percentile.
3) Standard errors are clustered at the firm level.
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