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Abstract

This study examines the impacts of rating change timing differences between the two leading agencies, namely, Standard and Poor’s and Moody’s with particular focus on the stock market impact of Standard and Poor’s Foreign Currency rating changes and Moody’s Bonds and Notes rating changes. The analysis focuses on whether there is a rating change pattern between these agencies and undertakes a comparison of the impact of rating changes on the markets between single rating changes and joint rating changes. The paper equally determines whether rating changes induce different reactions depending on the level of rating. The findings indicate that in contrast to the results obtained in previous literature, rating change announcements do not impart additional information to the market. An nteresting finding is that joint downgrades seem to impact on the market only in between the announcement dates for the two agencies. In addition, the reason of the rating change need to be taken into consideration to assess the stock market reaction to rating changes. 
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1. Introduction 

Fund managers are rapidly adopting global investment strategies. However, it seems that not all  investors are able to benefit from global return improvements and risk minimisation opportunities. It has been suggested that one of the reasons may be that the most rewarding opportunities are also the most risky investments. With the global investment trend, it is therefore very important to assess the risk of holding international portfolios. Erb, Harvey and Viskanta (1995) suggest that the use of country ratings is a far more successful measure of risk than dividend yield in identifying the difference between high and low return portfolios.

Sovereign risk has always been a key consideration in the assessment of creditworthiness of bankers, corporates and governments. The existence of the rating agencies over the years has played an important role in the financial literature. The ratings assigned by the rating agencies are, besides being a measure of solvency and debt-paying capacity of the government, also an assessment of the economic and political situation of the country.


The development of the sovereign rating business was revived mainly in the 1970s when  international bond markets became more developed and more institutional investors and governments were raising funds in the international equity markets. It should be highlighted that that the rating exercise existed well before this period. To date, there are several players in the rating industry, for example, Standard and Poor’s, Moody’s, Fitch IBCA, Thompson, Duff and Phelps among others. However, the oldest and most cited rating agencies are Standard and Poor’s, generating sovereign ratings since 1961 and Moody’s, which began rating the credit worthiness of countries in 1974. Both agencies, currently rate approximately one hundred countries. Although the agencies use different symbols in the rating exercise, each Moody’s symbol has its counterpart in the Standard and Poor’s rating scale. This correspondence allows a comparison of the sovereign ratings assigned by the two agencies.


However, there is much controversy on the ratings assigned by each of these two agencies. Moody’s and Standard and Poor’s frequently disagree on specific sovereign ratings assignments. An example of such a disagreement occured during the Mexican crisis. Standard and Poor’s had been considerably more optimistic than Moody’s in 1994, giving Mexico a BB+ rating with a positive outlook for upgrade, while Moody’s rating stood at Ba (See Branstan 1995). In general, it has been argued that such disagreements usually arise for low rated (speculative grade) countries. This is mainly because,these countries are associated with structural changes in their economies; while the investment grade high rated countries usually have more stable economic conditions. The rating exercise is not just considering the solvency of the particular country; it also involves considering other factors which impact on the willingness to pay such as the stability of political institutions, social and economic conditions and integration into the world economic system. Hence, it is not surprising, that opinions about the measurement and weight assigned to the sovereign risk can differ between the agencies. 


Literature in the area of sovereign risk analysis has recently emerged.  Hoti and McAleer (2002) investigate the significance of 50 published empirical papers in the country risk literature according to established statistical and econometric criteria used in estimation, evaluation and forecasting. They undertake a times series analysis to have a comparative assessment of the leading commercial analysts of country risk, including, Institutional Investor, Euromoney, Moody’s, Standard and Poor’s, International Country Risk Guide and Political Risk Services. The area assessing the determinants of the rating exercise has been analysed by Canter and Packer (1996 a). They compare the rating assessment of Standard and Poor’s and Moody’s using the least square method. The modeling of the determinants has been further analysed by Cosset and Roy (1991), Moon and Stotsky (1993), Lee (1993) and Larrian, Helmut, and Maltzan (1997). Additional work linking sovereign credit rating and dollar yields spread has been analysed by Reinsen and Von Maltzan (1999). Their  study assesses whether the rating agencies have an impact on the market using the event study methodology as well as employing a Granger Causality test in order to establish the extent to which sovereign rating lead or cause changes in yields spreads beyond and above other observable yield determinants. This area is revisited by Brooks, Faff, Hillier and Hillier (2004). They investigate the aggregate stock market impact of local currency and foreign currency sovereign rating changes. Consistent with the results obtained by Reisen and Van Maltzan (1999), they found that rating downgrades have a wealth impact on stock market returns. In addition, the results indicate that multiple downgrades do not appear to impart an additional wealth effect on country markets.


While studies in this area are quite diverse, the question as to how far the rating agencies impact differently on the market is still unanswered. Furthermore, previous studies have not tested whether there exist any joint rating events that arise in the rating exercise and whether these joint rating events affect the market in the same way as a single ratings event impact the stock markets. Hence, the aim of this study is to analyse the history of countries rated by both Standard and Poor’s and Moody’s and test the impact of any possible joint ratings. The main contribution of this study to the existing literature will be to (1) test whether the general results that upgrades do not impact on the market, while downgrades do have a significant impact applies to joint rating events of the different rating agencies, (2) to assess whether there are any joint ratings which arise from the rating exercise carried by Moody’s and Standard and Poor’s and test whether their impact is different as compared to single ratings, (3) to test whether rating changes induce different reactions depending on the level of the ratings and finally to assess whether rating change announcement have a longer term impact on the stock market returns.


The plan of the paper is as follows. In section 2, the data used in the study as well as the modeling framework are outlined. Section 3 presents the results of the analysis, while the final section contains concluding remarks.

2 Data and Modeling Framework

Both Moody’s and Standard and Poor’s currently rate approximately 100 countries. Moody’s provide rating in terms of bonds and notes as well as bank deposits. Standard and Poor’s provide rating in terms of local currency ratings and foreign currency ratings. However, Moody’s bank deposits ratings and Standard and Poor’s local currency ratings are excluded from the study because they have started to provide these ratings only very recently thus impacting on data availability. Hence, this study focuses on Moody’s bonds and notes ratings and Standard and Poor’s foreign currency ratings. The sample covers a period of approximately 27 years that is from 1975 to 2002. The number of countries in the Moody’s study initially included 100 countries with 25 high rated countries (with rating of Aaa to Aa3) and 75 low rated countries (rating of A1 to C).  Standard and Poor’s includes the 25 high rated countries (rating of AAA to AA-) and 62 low rated countries (rating of A+ to CC).


The initial procedure was to undertake an analysis of the rating history of  each of the 100 countries for both Standard and Poor’s and Moody’s and the rating announcement date over the years have been noted. A comparison of the rating history, for each of the countries, between the agencies was carried out by counting the number of days in between the announcement date by the two rating agencies. To decide on the final sample to be included in the test of the joint ratings, a sample selection criteria was applied. 


The sample selection procedure involved considering only those countries, which are associated with a joint rating change. The joint ratings are defined such that for Standard and Poor’s a rating is considered to be a joint rating if the rating change by Standard and Poor’s is followed by a rating change by Moody’s during the next 20 days; for Moody’s a rating is considered to be a joint rating if a rating change by Moody’s is followed by a rating change by Standard and Poor’s during the next 20 days. This implies that for Standard and Poor’s, a joint rating over the 20 day period is only when Standard and Poor’s changes its rating first and for Moody’s, a joint event is only when Moody’s changes its rating first.


The application of the joint rating definition reduced substantially the number of countries in the study for both of the rating agencies. From the initial 100 countries that were taken into consideration Moody’s included only 8 countries whereby the joint ratings could be identified and Standard and Poor’s included only 6 countries. Moody’s includes the following countries: Chile, Indonesia, Ireland, Korea, Malaysia, Mexico, Pakistan and Thailand. Standard and Poor’s includes the following countries Argentina, India, Indonesia, Korea, Pakistan and Turkey. Following Holthausen and Leftwich (1986), whereby they find that downgrades which cross the investment grade (Baa and above for Moody’s and BBB for Standard and Poor’s) and speculative grade (Ba and below for Moody’s and BB for Standard and Poor’s) bonds are associated with larger reactions than downgrades in general, the sample of countries was further divided into these categories. Table 1 shows the rating changes in terms of single upgrades, single downgrades, joint upgrades and joint downgrades, for the countries associated with Standard and Poor’s (Panel A) and the countries associated with Moody’s (Panel B). The single ratings changes are included as a control group for the joint ratings so as to provide a point of comparison. From table 1, it is clear that even though the number of countries is lower for Standard and Poor’s; it is associated with a higher number of ratings as compared to Moody’s. This indicates that Standard and Poor’s provide sovereign rating changes more often that lead Moody’s. For Standard and Poor’s, the 6 countries do not have a rating history which can be classified as investment grade, hence Standard and Poor’s include countries that have a speculative grade history as well those countries that have been upgraded from the speculative grade to the investment grade over the years. Hence these countries are included under both speculative and investm7ent grade. In contrast none of the countries in the Moody’s analysis fall under only the speculative grade over the years. Hence, Moody’s analysis includes countries with the investment grade history and those falling under both the investment and speculative grade.   Daily market returns for each country were collected from Datastream International. The Datastream World Index was used to proxy for the world benchmark return. 


To determine the impact of single ratings on the market as well as the impact of any joint ratings, an event study methodology is used to detect the abnormal returns resulting from upgrade or downgrade announcements. Daily risk adjusted returns are derived from the conventional market model:

ARit = Rit – ((i + (i  Rmt)
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Where
Rit is the return on market i at day t,


Rmt   is the corresponding return on the World Index at day t, and


(i  and  (i   are the market model parameters obtained from an ordinary least 


squares regressions.


The market model parameters are based upon approximately six months of daily return observations beginning 120 days through to 21 days before the sovereign rating change.  The event period ranges from 10 days before to 40 days after the rating change. The event window has been extended in order to assess whether rating change announcement have a longer-term impact. Abnormal return test statistics are taken from Boehmer et al. (1991).

3. Results

3.1  Single ratings

An event study is carried out to capture whether changes in sovereign rating impact on the country’s stock market. This is undertaken for both the single ratings and the joint ratings. Tables 2 and  3 report the market reaction to Standard and Poor’s foreign currency rating changes. The first panel of the table indicates the impact of rating changes on those countries whose rating are of a speculative grade, while the last two panels indicates the results if those countries are associated with both an investment and speculative grade rating. The results are indicated on an average basis for all the countries in these categories. For the speculative grade, there are 3 upgrades and 12 downgrades and for the countries with both investment and speculative grade, the study includes 10 upgrades and 10 downgrades. 

Table 2 shows the impact of sovereign rating changes over an event window of –10 days to 10 days after the announcement date. Contrary to previous empirical results in the literature, whereby rating downgrades have a wealth impact on the market, while upgrades do not have the same informative value, the average abnormal returns for both of the categories of countries do not seem to be significant over the 10 day event window for both upgrades and downgrades. However, the results for upgrades in the speculative grade category are significant for three days, with the average abnormal returns with an  unanticipated sign (negative) for two days. Table 3 reports the impact of a rating change on a longer-term basis that is the event window has been extended to indicate the results up to 40 days after the announcement day. The rating change for both categories does not seem to provide the market with additional information. On average, the abnormal returns are not significant over the entire event window. Hence, it seems that there is no longer-term impact on the market on the market following a Standard and Poor’s rating change announcement. 


The results following Moody’s rating changes are reported in tables 4 and  5. The first panel of the table shows the results of countries with investment grade ratings, while the last two panels show the results of countries with both speculative and investment grade ratings. Table 4 reports the results for the short-term impact of the rating change that is over an event window of –10 days to 10 days after announcement date. The countries in the investment grade category do not include any rating downgrades. Table 5 extends the analysis to assess whether there is a longer term impact following rating change. An analysis of both tables indicates that consistent with the results obtained from the Standard and Poor’s study, on average for both the short term and longer term impact, the average abnormal returns are not significant over the entire event window for both upgrades and downgrades, except for both speculative and investment grade upgrades, where the average abnormal return indicates significant results on three days for the longer term impact. 

On average, the results obtained in this analysis are not consistent with what has been developed in the literature. Hence, what can be argued is whether the ratings assigned by these agencies convey additional information to investors in addition to what they can deduce from publicly available sources. Early studies on bond ratings suggest that rating changes convey no information to the market. The studies include Pinches and Singleton (1978), Wakeman (1978) and Weinstein (1977). However, recent studies indicate that rating announcement do have an impact on the market (for example, see Barron, Clare and Thomas, 1997; Cornell, Landsman and Shapiro, 1989; Dichev and Piotroski, 2001; Ederington and Goh, 1998; Goh and Edrington, 1993, 1999; Griffin and Savincente, 1982; Holthausen and Leftwich, 1986;Impson, Karafiath and Glascock, 1992; Liu, Seyyed and Smith, 1999; Matolcsy and Lianto, 1995; Wansley, Glascock and Clauretie, 1992; Zaima and McCarthy, 1988). It is possible that the reason that caused the rating to be altered was entirely responsible for a movement in the security prices. In fact, Goh and Ederington (1993) argue that when the rating agencies announce a rating change, they also give a reason. Hence, they separate the reasons for the downgrades and assess the implication to equity holders. They find that the market reacts negatively to downgrades that result from a reevaluation. There is no significant reaction to rating changes arising from other reasons. Hence, the argument following the results can be that the impact of rating changes should be analysed by assessing the reason  why the rating agencies re-rated the particular country and whether the reason are in general already known to the market and hence the rating changes do not convey additional information to the market. 

3.2 Joint  Ratings

The event study has been repeated to test whether joint ratings impact on the market similarly to the single ratings. Tables 6 and 7 report the impact from the joint ratings associated with Standard and Poor’s foreign currency rating for both the speculative and both speculative and investment grade categories. For both of the categories, there have been no joint upgrades for the countries. The analysis include 5 joint downgrades for the speculative grade countries and 3 joint downgrades for countries associated with both speculative and investment grades. 


 An analysis of table 6 reveals that the joint downgrade do not have a wealth impact on the market. The table reports two announcement dates, day 0+, which in this case is the Standard and Poor’s rating change and day 0-, which is the second announcement by Moody’s. Over the entire event window, -10 days prior and 10 days after the two announcements, the average abnormal returns are not significant except for two days in the investment and speculative grade category, where the average abnormal returns are highly significant, however contrary to expectations on both days the returns are positive. Table 7 reports the longer-term impact of the joint downgrades. Similar to the results of the single ratings, over the entire event window, up to 40 days , the average abnormal returns are not significant. 


Tables 8 and 9 report the impact of the joint ratings following Moody’s rating changes. The first panel of both tables summaries the results of the countries in the investment grade category, while the last two panels indicates the results of countries with both investment grade and speculative grade rating history. This category does not include any joint upgrades. Table 8 indicates that the joint downgrade rating changes do have some wealth impact on the market, prior to the first announcement day, day 0+, which is the Moodys’s announcement date. The average abnormal returns are highly significant on one day at a negative return of –1.27 percent, which is followed by a negative trend in the returns. After the second announcement, day 0-, which is the Standard and Poor’s announcement date, the results are significant on day 8 and day 10 with the average abnormal returns being at –1.58 percent and –2.92 percent (one day return). On all other days and other classifications the results are not significant. Analysis of the longer term impact reveals similar results, whereby there are no significant results over the entire event window for all the countries (table 9)

3.3 Single versus Joint Ratings

The results in the previous sections indicate that both single ratings and joint ratings do not carry a high level of information so as to influence the stock market returns. This is consistent for both Moody’s and Standard and Poor’s rating change announcements.

 Figure I, II,III and IV indicate whether there is a difference in market reaction arising between a single rating and a joint rating. Figure I plots the cumulative abnormal return for single downgrades and joint downgrades over a period of –40 days to 40 days after announcement of the rating change for countries in the speculative grade category. From the diagram, it is clear that the impact arising from the joint ratings from –20 days to 10 days after the announcements seems to be higher than the single rating impact. The magnitude, within which the cumulative abnormal return varies, is well above the cumulative abnormal return for the single ratings, particularly from approximately –20 days up to the announcement day. Figure II plots the cumulative abnormal return of single downgrades and joint downgrades for the countries which have both an investment as well as a speculative grade of rating for Standard and Poor’s. From the diagram it is clear that the impact from the joint downgrade seems to be much higher than the impact from the single downgrades. Over the entire period of –40 days to 40 days after the announcement day, the cumulative abnormal return arising from the joint downgrades is much higher to the cumulative abnormal return from the single downgrades.  


Figure III plots the cumulative abnormal return for the single upgrade and joint upgrades for investment grade and figure IV plots the single downgrades and joint downgrades for both the investment and speculative category of rating. It is clear from figure III and figure IV that the cumulative abnormal return in the case of Moody’s bonds and notes from joint ratings is lower than the single rating cumulative abnormal returns, except for 10 days after the announcement date for the downgrades in Figure IV.

3.4 Analysis between the announcement dates

A joint rating has been defined as a rating change by the first agency, which is subsequently followed by a rating change, by the second rating agency over the period of 20 days. The results in the previous section highlighted the impact of sovereign rating changes on each of the announcement day, day 0+ and day 0-. Tables 10 and  11 report the abnormal return between the two announcement days for Standard and Poor’s and Moody’s respectively. The results have been presented on an aggregate basis that is no distinction has been made between the rating levels. Hence the results in table 10 include the results on an average basis for the 6 countries included in the Standard and Poor’s analysis. Futher, table 11 shows the aggregate results of the 8 countries included in the Moody’s bonds and notes analysis. 

Table 10 shows the analysis for Standard and Poor’s joint downgrades and the number of days included in this study is up to 8 days. The results are given on an average basis for each day over the 8 days; it does seem that the impact of joint ratings is felt in between the announcement days. The average abnormal return is significant for at least 5 days. However, the average abnormal returns vary from positive to negative.

Table 11 shows the analysis of Moody’s bonds and notes with Panel A reporting the joint upgrades and Panel B the joint downgrades. The joint upgrades involve an average analysis of two days and the joint downgrades extend up to 6 days. For both the joint upgrades and joint downgrades it does seem that rating change by the first agency impact on the market up to the second agency rating change. 

3.5   Further analysis of events around the rating change date

Following the results above, it seems that on average, there is no stock market reaction following a rating change announcement except that joint ratings seem to impact on the market in between the announcement dates for the two agencies. Accordingly, the study has been extended to analyse the reason for the rating change announcement by the rating agencies and hence provide an assessment as to whether the market already has the information and hence the rating changes do not further impact on the returns. 

An analysis of the possible events around the announcement dates for each country and for both rating agencies has been undertaken following G. Bekeart and C. Harvey’s analysis of the political and financial events in emerging markets (http://www.duke.edu/~charvey/country_risk/Chronology/). It seems that for each of the countries included in the study for both Moody’s and Standard and Poor’s (except for one country) the rating announcements seem to be already anticipated by the market. For example, in the case of Argentina in the Standard and Poor’s analysis, the rating announcement simply adds to the already known financial and political instability. However, in the Moody’s analysis, for Malaysia the rating announcements seem to be just a reevaluation of the country’s credibility. There are no other events that can be associated to the rating change. Hence, an event study has been carried out to assess the impact of the rating changes of Malaysia on its stock market return. The results are reported in table 12. An analysis of table 12 indicates that both upgrade and downgrade announcement seems to have an impact on the returns. Over the entire event window for both upgrades and downgrades, the average abnormal returns seem to be significant over several days. Hence, it seems that when the rating agencies undertake a reevaluation of a country’s creditworthiness, there is some market reaction. This is consistent with the results obtained from by of Goh and Ederington (1993). For all other reasons of rating changes, on average the market does not seem to be affected. 

4.Conclusion

This study examines if there is any difference between the timing of rating changes between two biggest rating agencies, Standard and Poor’s and Moody’s. The focus of the paper has been to test initially whether there are any joint ratings following the rating announcement by one agency, and if so, is the impact different from the single rating. In addition, the analysis is extended to assess the trend of the returns in between the announcement dates

The event study for the single rating change reveals that, in contrast to some recent research on sovereign rating, whereby rating downgrades do have an impact on the stock returns, while rating upgrades do not have the same impact, the results suggest that informative value of the ratings is already known to the market and hence it does not impact on the stock market returns. The rating changes in fact do not convey new information to investors.  It can be suggested that rating changes should not be treated as being the same; the cause of the rating change must be assessed. Hence an important conclusion after analysis of other events around the rating dates indicate that on average only rating changes arising from a reevaluation seem to have an impact on the market

 In addition, the results suggest that when there are joint ratings, in between the announcement dates, it seems that there are some market reaction following the rating change. However, this is not the case prior and after the announcement of the rating by both of the agencies. A comparison of the cumulative abnormal returns for Standard and Poor’s reveals that on average joint ratings have a higher impact than the single ratings. However, in the case of Moody’s Bonds and Notes, the results are not consistent with the Standard and Poor’s results. The cumulative abnormal returns for Moody’s are higher for joint downgrades than single ratings after 10 days of the announcement of the second rating change 



The focus of this study has been to assess whether there are any impacts of joint rating changes on the market. However, the literature on sovereign rating can further be improved by undertaking additional studies to understand better the effect of rating changes and the different agencies. For instance, this study can be extended by including other smaller rating agencies, in terms of non- US rating agencies in the study. Another possible line of research is that with the existence of new rating agencies such as Duff and Phelps and Fitch, it does appear that these rating agencies assign more favorable ratings than Moody’s and Standard and Poor’s (see Linden, McNamara and Vaaler (1998)). Hence, a study of whether these new rating agencies impact on the market differently as compared to the well established rating agencies can equally be taken. These issues are beyond the scope of this paper and are material for further research in the area of sovereign ratings.
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Table 1

This table summarises the sovereign rating activity across the two leading agencies, Standard and Poor’s and Moody’s. It indicates the number of single upgrades, single downgrades, joint upgrades and joint downgrades for each country.

	PANEL A: Standard and Poors Foreign Currency Ratings
	
	

	 S&P: Speculative Grade BBB and below
	
	
	

	Country 
	Single Upgrade 
	Single Downgrade
	Joint Upgrade 
	Joint Downgrade 
	Total

	Argentina
	1
	4
	-
	3
	8

	Pakistan
	1
	3
	-
	1
	5

	Turkey 
	1
	5
	-
	1
	7

	 
	3
	12
	0
	5
	20

	
	
	
	
	
	

	 S&P: Both Speculative Grade and Investment Grade 
	
	

	Country 
	Single Upgrade 
	Single Downgrade
	Joint Upgrade 
	Joint Downgrade 
	Total

	India
	-
	2
	-
	1
	3

	Indonesia
	3
	7
	-
	1
	11

	Korea
	4
	1
	-
	1
	6

	 
	7
	10
	0
	3
	20

	
	
	
	
	
	

	PANEL B: Moodys Bonds and Notes Ratings
	
	
	

	 Moody's Bonds and Notes: Invesment Grade Baa and above 
	
	

	Country 
	Single Upgrade 
	Single Downgrade
	Joint Upgrade 
	Joint Downgrade 
	Total

	Chile 
	-
	-
	1
	-
	1

	Ireland
	2
	-
	1
	-
	3

	Malaysia
	4
	-
	-
	3
	7

	 
	6
	0
	2
	3
	11

	
	 
	 
	 
	 
	 

	 Moody's Bonds and Notes: Both Speculative Grade and Investment Grade 

	Country 
	Single Upgrade 
	Single Downgrade
	Joint Upgrade 
	Joint Downgrade 
	Total

	Indonesia
	-
	-
	-
	2
	2

	Korea
	2
	-
	-
	2
	4

	Mexico
	1
	-
	-
	-
	-

	Pakistan 
	-
	2
	-
	1
	3

	Thailand
	1
	3
	-
	1
	5

	 
	4
	5
	0
	6
	14


Table 2:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Standard & Poors (S&P) foreign currency single rating changes for Speculative grade countries and both Speculative and investment grade countires for an event window of –10 days to 10 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	Speculative Grade 
	Both Speculative  and Investment Grade 

	Event 
	Single  upgrade n=3
	Single Downgrade n=12
	Single  upgrade n=7
	Single Downgrade n=10

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	-10
	-0.0088
	-0.57
	-0.0088
	-0.57
	-0.0088
	0.36
	-0.0088
	0.36
	-0.0092
	-0.23
	-0.0092
	-0.23
	0.0032
	0.02
	0.0032
	0.02

	-9
	0.0183
	1.22
	0.0095
	0.65
	0.0183
	-0.44
	0.0095
	-0.08
	0.0007
	0.47
	-0.0086
	0.24
	0.0099
	0.61
	0.0132
	0.63

	-8
	0.0172
	1.06
	0.0267
	1.71
	0.0172
	0.64
	0.0267
	0.55
	0.0128
	0.35
	0.0042
	0.59
	-0.0083
	-0.38
	0.0048
	0.25

	-7
	0.0081
	0.76
	0.0348
	2.47
	0.0081
	0.00
	0.0348
	0.55
	0.0004
	-0.34
	0.0046
	0.24
	-0.0026
	-0.27
	0.0023
	-0.02

	-6
	-0.0238
	-0.88
	0.0110
	1.59
	-0.0238
	-0.39
	0.0110
	0.15
	-0.0111
	-0.45
	-0.0065
	-0.20
	0.0176
	0.34
	0.0199
	0.32

	-5
	-0.0150
	-0.92
	-0.0040
	0.67
	-0.0150
	0.33
	-0.0040
	0.49
	-0.0027
	0.27
	-0.0092
	0.07
	-0.0013
	-0.04
	0.0186
	0.28

	-4
	0.0054
	1.14
	0.0014
	1.80
	0.0054
	-0.38
	0.0014
	0.11
	-0.0002
	0.13
	-0.0094
	0.20
	0.0021
	-0.04
	0.0207
	0.24

	-3
	0.0040
	0.47
	0.0054
	2.27
	0.0040
	0.23
	0.0054
	0.34
	-0.0013
	-0.05
	-0.0107
	0.15
	-0.0082
	-0.45
	0.0124
	-0.20

	-2
	-0.0091
	-0.63
	-0.0037
	1.64
	-0.0091
	-0.21
	-0.0037
	0.14
	0.0014
	0.49
	-0.0092
	0.64
	0.0091
	0.43
	0.0215
	0.23

	-1
	0.0104
	0.92
	0.0067
	2.56
	0.0104
	0.33
	0.0067
	0.47
	-0.0020
	-0.11
	-0.0113
	0.53
	0.0078
	0.34
	0.0294
	0.57

	0
	0.0096
	0.10
	0.0163
	2.66
	0.0096
	-0.33
	0.0163
	0.14
	0.0083
	0.28
	-0.0030
	0.81
	-0.0095
	-0.39
	0.0199
	0.18

	1
	-0.0034
	-0.61
	0.0129
	2.05
	-0.0034
	-0.26
	0.0129
	-0.12
	0.0089
	-0.01
	0.0059
	0.80
	-0.0063
	-0.32
	0.0136
	-0.13

	2
	-0.0063
	-1.72*
	0.0067
	0.32
	-0.0063
	0.18
	0.0067
	0.06
	0.0014
	-0.08
	0.0073
	0.72
	0.0018
	-0.07
	0.0154
	-0.21

	3
	0.0105
	0.62
	0.0172
	0.95
	0.0105
	0.39
	0.0172
	0.45
	0.0095
	0.18
	0.0168
	0.89
	0.0005
	0.06
	0.0159
	-0.15

	4
	-0.0150
	-2.18**
	0.0022
	-1.23
	-0.0150
	0.40
	0.0022
	0.85
	-0.0078
	-0.36
	0.0090
	0.53
	0.0118
	0.17
	0.0276
	0.02

	5
	0.0085
	2.46**
	0.0107
	1.23
	0.0085
	0.16
	0.0107
	1.01
	-0.0143
	-0.83
	-0.0053
	-0.30
	-0.0068
	-0.33
	0.0208
	-0.30

	6
	-0.0167
	-1.22
	-0.0060
	0.02
	-0.0167
	0.25
	-0.0060
	1.26
	0.0024
	0.06
	-0.0029
	-0.24
	-0.0001
	0.13
	0.0207
	-0.17

	7
	-0.0168
	-0.30
	-0.0227
	-0.29
	-0.0168
	0.37
	-0.0227
	1.64
	0.0137
	0.27
	0.0108
	0.03
	0.0013
	0.16
	0.0220
	-0.02

	8
	-0.0021
	-0.86
	-0.0248
	-1.15
	-0.0021
	0.21
	-0.0248
	1.85
	0.0092
	0.16
	0.0200
	0.19
	0.0069
	0.24
	0.0289
	0.22

	9
	-0.0030
	0.27
	-0.0278
	-0.88
	-0.0030
	0.40
	-0.0278
	2.25
	0.0021
	0.24
	0.0221
	0.43
	-0.0015
	-0.08
	0.0274
	0.14

	10
	0.0179
	1.87
	-0.0100
	1.00
	0.0179
	-0.26
	-0.0100
	1.99
	0.0066
	0.91
	0.0287
	1.34
	-0.0038
	-0.19
	0.0236
	-0.04


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 3:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Standard & Poors (S&P) foreign currency single rating changes for Speculative grade countries and both Speculative and investment grade countires for an event window of 11 days to 40 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	Speculative Grade 
	Both Speculative  and Investment Grade 

	Event 
	Single  upgrade n=3
	Single Downgrade n=12
	Single  upgrade n=7
	Single Downgrade n=10

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	11
	-0.0092
	-0.79
	-0.0092
	-0.79
	-0.0092
	0.31
	-0.0092
	0.31
	-0.0020
	0.55
	-0.0020
	0.55
	0.0045
	0.30
	0.0045
	0.30

	12
	0.0018
	-0.09
	-0.0074
	-0.88
	0.0018
	-0.13
	-0.0074
	0.18
	0.0071
	0.56
	0.0051
	1.12
	-0.0175
	-0.29
	-0.0130
	0.01

	13
	-0.0133
	-2.17**
	-0.0207
	-3.06
	-0.0133
	0.42
	-0.0207
	0.60
	0.0157
	0.69
	0.0208
	1.81
	0.0149
	0.69
	0.0019
	0.70

	14
	-0.0088
	0.09
	-0.0296
	-2.97
	-0.0088
	0.05
	-0.0296
	0.65
	-0.0013
	-0.33
	0.0194
	1.48
	0.0253
	0.73
	0.0271
	1.44

	15
	0.0102
	0.99
	-0.0194
	-1.98
	0.0102
	0.09
	-0.0194
	0.74
	-0.0104
	-0.54
	0.0091
	0.94
	0.0002
	0.04
	0.0273
	1.48

	16
	0.0002
	0.22
	-0.0191
	-1.76
	0.0002
	0.69
	-0.0191
	1.42
	-0.0008
	0.00
	0.0083
	0.94
	-0.0080
	-0.32
	0.0193
	1.16

	17
	-0.0091
	0.00
	-0.0282
	-1.76
	-0.0091
	1.13
	-0.0282
	2.55
	0.0104
	0.38
	0.0187
	1.31
	0.0067
	0.32
	0.0260
	1.48

	18
	0.0034
	0.17
	-0.0249
	-1.59
	0.0034
	0.28
	-0.0249
	2.83
	-0.0003
	0.25
	0.0184
	1.56
	-0.0019
	-0.07
	0.0241
	1.41

	19
	0.0036
	0.40
	-0.0213
	-1.18
	0.0036
	0.25
	-0.0213
	3.08
	-0.0008
	0.31
	0.0176
	1.87
	0.0024
	-0.03
	0.0265
	1.38

	20
	-0.0200
	-1.34
	-0.0413
	-2.52
	-0.0200
	-0.18
	-0.0413
	2.90
	-0.0027
	-0.13
	0.0149
	1.74
	-0.0029
	-0.04
	0.0236
	1.34

	21
	0.0140
	0.42
	-0.0273
	-2.10
	0.0140
	0.04
	-0.0273
	2.94
	0.0018
	0.02
	0.0167
	1.76
	-0.0094
	-0.33
	0.0142
	1.01

	22
	0.0051
	0.19
	-0.0222
	-1.91
	0.0051
	0.27
	-0.0222
	3.21
	-0.0039
	-1.19
	0.0128
	0.57
	0.0023
	0.14
	0.0165
	1.16

	23
	0.0146
	0.33
	-0.0075
	-1.58
	0.0146
	0.20
	-0.0075
	3.41
	0.0055
	0.55
	0.0182
	1.12
	0.0042
	0.37
	0.0207
	1.53

	24
	-0.0216
	-1.41
	-0.0292
	-3.00
	-0.0216
	-0.26
	-0.0292
	3.16
	0.0059
	0.43
	0.0241
	1.55
	0.0066
	0.04
	0.0273
	1.57

	25
	-0.0304
	-0.81
	-0.0596
	-3.81
	-0.0304
	0.53
	-0.0596
	3.68
	0.0028
	0.30
	0.0270
	1.85
	-0.0030
	-0.25
	0.0244
	1.32

	26
	0.0142
	1.08
	-0.0453
	-2.73
	0.0142
	0.51
	-0.0453
	4.19
	0.0123
	0.89
	0.0392
	2.74
	-0.0053
	-0.36
	0.0190
	0.96

	27
	0.0101
	0.24
	-0.0352
	-2.49
	0.0101
	0.66
	-0.0352
	4.85
	-0.0003
	-0.28
	0.0389
	2.47
	0.0057
	0.10
	0.0248
	1.05

	28
	-0.0066
	-0.31
	-0.0418
	-2.80
	-0.0066
	0.13
	-0.0418
	4.98
	0.0004
	0.31
	0.0393
	2.78
	-0.0013
	0.05
	0.0235
	1.11

	29
	0.0048
	0.54
	-0.0370
	-2.26
	0.0048
	0.30
	-0.0370
	5.28
	-0.0033
	-0.11
	0.0361
	2.66
	0.0031
	0.24
	0.0265
	1.35

	30
	-0.0035
	-0.89
	-0.0406
	-3.15
	-0.0035
	0.14
	-0.0406
	5.43
	-0.0038
	0.19
	0.0323
	2.85
	0.0023
	0.12
	0.0288
	1.47

	31
	-0.0062
	0.07
	-0.0467
	-3.08
	-0.0062
	0.42
	-0.0467
	5.85
	-0.0039
	0.02
	0.0284
	2.88
	0.0079
	0.25
	0.0368
	1.73

	32
	0.0059
	0.15
	-0.0408
	-2.93
	0.0059
	0.07
	-0.0408
	5.92
	0.0048
	0.61
	0.0332
	3.49
	-0.0063
	-0.30
	0.0304
	1.43

	33
	-0.0031
	-0.12
	-0.0439
	-3.05
	-0.0031
	0.51
	-0.0439
	6.43
	0.0005
	0.08
	0.0337
	3.57
	0.0091
	0.36
	0.0395
	1.78

	34
	-0.0097
	-0.06
	-0.0536
	-3.11
	-0.0097
	0.88
	-0.0536
	7.31
	0.0038
	-0.22
	0.0375
	3.35
	-0.0022
	-0.23
	0.0373
	1.55

	35
	-0.0074
	-0.01
	-0.0610
	-3.12
	-0.0074
	0.05
	-0.0610
	7.36
	-0.0019
	-0.25
	0.0356
	3.10
	-0.0037
	-0.15
	0.0336
	1.40

	36
	-0.0168
	-0.55
	-0.0778
	-3.67
	-0.0168
	0.41
	-0.0778
	7.77
	0.0032
	-0.06
	0.0388
	3.04
	0.0090
	0.28
	0.0426
	1.68

	37
	-0.0107
	-0.84
	-0.0885
	-4.51
	-0.0107
	0.22
	-0.0885
	7.99
	0.0060
	0.35
	0.0448
	3.39
	0.0090
	0.51
	0.0516
	2.19

	38
	-0.0322
	-1.12
	-0.1207
	-5.63
	-0.0322
	-0.17
	-0.1207
	7.83
	0.0202
	0.39
	0.0650
	3.77
	0.0002
	0.16
	0.0518
	2.35

	39
	0.0192
	0.60
	-0.1014
	-5.03
	0.0192
	0.50
	-0.1014
	8.33
	-0.0156
	-0.17
	0.0494
	3.60
	0.0160
	0.63
	0.0678
	2.98

	40
	0.0059
	0.19
	-0.0955
	-4.84
	0.0059
	0.18
	-0.0955
	8.51
	-0.0087
	-0.41
	0.0408
	3.19
	-0.0026
	-0.10
	0.0652
	2.88


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 4:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Moody’s single rating changes for Investment grade countries and both Speculative and investment grade countires for an event window of –10 to 10 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	 
	Investment Grade
	Both Investment and Speculative Grade 

	Event 
	Single  upgrade n=6
	Single Downgrade n=0
	Single  upgrade n=4
	Single Downgrade n=5

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	-10
	0.0049
	1.16
	0.0049
	1.16
	
	
	
	 
	-0.0091
	-0.38
	-0.0091
	-0.38
	-0.0077
	-0.10
	-0.0077
	-0.10

	-9
	-0.0020
	-0.06
	0.0030
	1.10
	
	
	
	 
	-0.0028
	-0.05
	-0.0120
	-0.43
	0.0042
	0.38
	-0.0035
	0.28

	-8
	-0.0063
	-0.68
	-0.0034
	0.42
	
	
	
	 
	0.0020
	-0.15
	-0.0099
	-0.58
	-0.0088
	-0.33
	-0.0122
	-0.05

	-7
	-0.0041
	-0.45
	-0.0075
	-0.03
	
	
	
	 
	-0.0065
	-0.67
	-0.0165
	-1.26
	-0.0018
	-0.19
	-0.0140
	-0.24

	-6
	-0.0010
	0.08
	-0.0084
	0.05
	
	
	
	 
	-0.0020
	-0.22
	-0.0185
	-1.47
	0.0063
	0.47
	-0.0077
	0.22

	-5
	0.0019
	0.47
	-0.0065
	0.52
	
	
	
	 
	-0.0025
	-0.14
	-0.0210
	-1.61
	-0.0028
	-0.10
	-0.0105
	0.13

	-4
	0.0065
	0.56
	0.0000
	1.08
	
	
	
	 
	0.0106
	0.85
	-0.0105
	-0.76
	0.0268
	1.29
	0.0163
	1.42

	-3
	0.0052
	0.21
	0.0052
	1.29
	
	
	
	 
	0.0040
	0.36
	-0.0064
	-0.40
	-0.0062
	-0.39
	0.0101
	1.03

	-2
	-0.0006
	-0.07
	0.0046
	1.21
	
	
	
	 
	-0.0056
	-0.67
	-0.0120
	-1.08
	-0.0030
	0.08
	0.0070
	1.11

	-1
	0.0097
	0.72
	0.0143
	1.93
	
	
	
	 
	-0.0111
	-0.50
	-0.0231
	-1.57
	0.0034
	0.51
	0.0105
	1.62

	0
	0.0002
	0.26
	0.0145
	2.19
	 
	 
	 
	 
	-0.0074
	-0.67
	-0.0305
	-2.24
	0.0089
	0.46
	0.0193
	2.07

	1
	0.0041
	0.58
	0.0187
	2.78
	
	
	
	 
	0.0050
	0.87
	-0.0255
	-1.37
	-0.0049
	-0.15
	0.0144
	1.93

	2
	0.0051
	0.29
	0.0238
	3.07
	
	
	
	 
	0.0037
	0.19
	-0.0218
	-1.18
	-0.0045
	-0.21
	0.0100
	1.72

	3
	0.0044
	0.95
	0.0282
	4.02
	
	
	
	 
	-0.0020
	-0.21
	-0.0239
	-1.39
	-0.0120
	-0.88
	-0.0021
	0.84

	4
	0.0016
	0.64
	0.0297
	4.66
	
	
	
	 
	-0.0036
	-0.45
	-0.0274
	-1.84
	-0.0030
	-0.09
	-0.0050
	0.75

	5
	0.0024
	0.03
	0.0322
	4.69
	
	
	
	 
	-0.0100
	-0.73
	-0.0375
	-2.57
	0.0091
	0.50
	0.0041
	1.25

	6
	0.0024
	-0.09
	0.0346
	4.60
	
	
	
	 
	-0.0020
	-0.36
	-0.0394
	-2.93
	0.0031
	0.39
	0.0072
	1.64

	7
	-0.0012
	-0.57
	0.0334
	4.03
	
	
	
	 
	-0.0008
	-0.16
	-0.0403
	-3.09
	0.0082
	0.15
	0.0153
	1.79

	8
	0.0003
	-0.06
	0.0337
	3.97
	
	
	
	 
	-0.0092
	-0.61
	-0.0495
	-3.70
	-0.0060
	-0.47
	0.0093
	1.32

	9
	-0.0075
	-0.75
	0.0262
	3.22
	
	
	
	 
	0.0144
	0.79
	-0.0351
	-2.91
	-0.0049
	-0.56
	0.0044
	0.76

	10
	-0.0042
	-0.35
	0.0221
	2.87
	
	
	
	 
	-0.0073
	-0.57
	-0.0424
	-3.48
	-0.0111
	-0.53
	-0.0068
	0.23


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 5:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Moody’s single rating changes for Investment grade countries and both Speculative and investment grade countires for an event window of 11days to 40 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	 
	Investment Grade
	Both Investment and Speculative Grade 

	Event 
	Single  upgrade n=6
	Single Downgrade n=0
	Single  upgrade n=4
	Single Downgrade n=5

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	11
	-0.0008
	-0.36
	-0.0008
	-0.36
	
	
	
	 
	0.0020
	0.03
	0.0020
	0.03
	0.0010
	0.23
	0.0010
	0.23

	12
	-0.0042
	-0.44
	-0.0051
	-0.79
	
	
	
	 
	0.0061
	1.09
	0.0081
	1.13
	0.0028
	0.57
	0.0037
	0.80

	13
	0.0019
	0.16
	-0.0032
	-0.64
	
	
	
	 
	0.0146
	0.50
	0.0227
	1.63
	-0.0030
	-0.13
	0.0008
	0.67

	14
	0.0023
	0.22
	-0.0009
	-0.42
	
	
	
	 
	-0.0206
	-0.78
	0.0021
	0.85
	-0.0073
	-0.57
	-0.0066
	0.11

	15
	0.0065
	0.37
	0.0056
	-0.05
	
	
	
	 
	-0.0123
	-1.65*
	-0.0102
	-0.79
	0.0091
	0.23
	0.0026
	0.34

	16
	-0.0088
	-0.62
	-0.0032
	-0.67
	
	
	
	 
	-0.0245
	-1.48
	-0.0347
	-2.27
	0.0028
	0.16
	0.0054
	0.50

	17
	-0.0052
	-0.67
	-0.0084
	-1.34
	
	
	
	 
	0.0176
	0.68
	-0.0170
	-1.59
	-0.0115
	-0.58
	-0.0061
	-0.08

	18
	-0.0071
	-0.44
	-0.0154
	-1.78
	
	
	
	 
	-0.0275
	-0.65
	-0.0446
	-2.24
	-0.0042
	-0.32
	-0.0103
	-0.40

	19
	-0.0080
	-0.25
	-0.0234
	-2.03
	
	
	
	 
	0.0069
	0.37
	-0.0377
	-1.87
	-0.0115
	-0.20
	-0.0218
	-0.60

	20
	-0.0001
	0.12
	-0.0236
	-1.91
	
	
	
	 
	-0.0145
	-1.39
	-0.0522
	-3.26
	-0.0101
	-0.65
	-0.0319
	-1.25

	21
	-0.0001
	-0.13
	-0.0237
	-2.04
	
	
	
	 
	0.0065
	0.32
	-0.0456
	-2.93
	-0.0136
	-1.30
	-0.0455
	-2.56

	22
	0.0017
	-0.03
	-0.0220
	-2.07
	
	
	
	 
	0.0054
	0.17
	-0.0403
	-2.76
	-0.0028
	-0.44
	-0.0483
	-3.00

	23
	-0.0077
	-1.01
	-0.0297
	-3.08
	
	
	
	 
	0.0151
	1.49
	-0.0252
	-1.27
	-0.0005
	-0.23
	-0.0489
	-3.23

	24
	0.0026
	0.09
	-0.0272
	-3.00
	
	
	
	 
	-0.0071
	-0.09
	-0.0323
	-1.36
	0.0105
	0.08
	-0.0383
	-3.15

	25
	-0.0050
	-0.70
	-0.0322
	-3.70
	
	
	
	 
	0.0065
	0.44
	-0.0258
	-0.92
	0.0110
	0.77
	-0.0274
	-2.38

	26
	-0.0008
	-0.25
	-0.0329
	-3.95
	
	
	
	 
	-0.0108
	-0.53
	-0.0366
	-1.46
	-0.0111
	-0.36
	-0.0384
	-2.75

	27
	-0.0044
	-0.49
	-0.0373
	-4.44
	
	
	
	 
	-0.0068
	-0.43
	-0.0435
	-1.89
	0.0006
	-0.09
	-0.0379
	-2.84

	28
	0.0040
	0.65
	-0.0334
	-3.79
	
	
	
	 
	-0.0112
	-0.37
	-0.0546
	-2.26
	0.0068
	0.44
	-0.0311
	-2.40

	29
	0.0069
	0.44
	-0.0265
	-3.35
	
	
	
	 
	0.0017
	0.03
	-0.0529
	-2.23
	-0.0070
	-0.15
	-0.0381
	-2.54

	30
	0.0035
	0.54
	-0.0230
	-2.81
	
	
	
	 
	0.0207
	0.62
	-0.0322
	-1.60
	-0.0046
	-0.31
	-0.0427
	-2.85

	31
	-0.0058
	-0.54
	-0.0288
	-3.35
	
	
	
	 
	0.0266
	1.92*
	-0.0057
	0.32
	-0.0060
	-0.05
	-0.0487
	-2.90

	32
	0.0026
	0.67
	-0.0262
	-2.68
	
	
	
	 
	-0.0030
	-0.25
	-0.0087
	0.06
	-0.0098
	-0.69
	-0.0585
	-3.59

	33
	-0.0033
	-0.38
	-0.0295
	-3.06
	
	
	
	 
	0.0080
	0.40
	-0.0007
	0.46
	-0.0061
	-0.28
	-0.0646
	-3.87

	34
	-0.0039
	-0.37
	-0.0334
	-3.43
	
	
	
	 
	0.0074
	0.74
	0.0067
	1.20
	0.0067
	0.09
	-0.0579
	-3.79

	35
	-0.0006
	-0.10
	-0.0340
	-3.54
	
	
	
	 
	-0.0050
	-0.43
	0.0016
	0.77
	0.0030
	0.37
	-0.0549
	-3.41

	36
	0.0051
	0.49
	-0.0289
	-3.05
	
	
	
	 
	0.0077
	0.63
	0.0094
	1.39
	-0.0002
	-0.09
	-0.0551
	-3.50

	37
	0.0002
	0.21
	-0.0287
	-2.84
	
	
	
	 
	0.0047
	0.10
	0.0141
	1.50
	0.0198
	0.38
	-0.0353
	-3.12

	38
	-0.0060
	-0.65
	-0.0347
	-3.50
	
	
	
	 
	-0.0078
	-0.54
	0.0062
	0.96
	-0.0107
	-0.36
	-0.0460
	-3.48

	39
	0.0005
	0.00
	-0.0342
	-3.50
	
	
	
	 
	0.0122
	0.85
	0.0184
	1.81
	0.0032
	0.07
	-0.0428
	-3.42

	40
	0.0019
	0.35
	-0.0323
	-3.15
	
	
	
	 
	-0.0080
	-1.81*
	0.0104
	-0.01
	-0.0026
	-0.08
	-0.0454
	-3.49


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 6:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Standard & Poors (S&P) foreign currency joint rating changes for Speculative grade countries and both Speculative and investment grade countires for an event window of –10 days to 10 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	 
	Speculative Grade 
	Both Investment and Speculative Grade

	Event 
	Joint  upgrade n=0
	Joint Downgrade n=5
	Joint  upgrade n=0
	Joint Downgrade n=3

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	-10
	
	
	
	 
	-0.0008
	-0.20
	-0.0008
	-0.20
	
	
	
	 
	-0.0018
	0.05
	-0.0018
	0.05

	-9
	
	
	
	 
	0.0132
	0.21
	0.0125
	0.01
	
	
	
	 
	0.0123
	1.01
	0.0104
	1.06

	-8
	
	
	
	 
	0.0086
	0.48
	0.0211
	0.49
	
	
	
	 
	0.0019
	3.97**
	0.0123
	5.03

	-7
	
	
	
	 
	-0.0075
	-0.64
	0.0135
	-0.15
	
	
	
	 
	0.0212
	0.83
	0.0336
	5.86

	-6
	
	
	
	 
	0.0050
	0.53
	0.0186
	0.37
	
	
	
	 
	0.0047
	-0.08
	0.0382
	5.78

	-5
	
	
	
	 
	-0.0030
	-0.45
	0.0155
	-0.08
	
	
	
	 
	-0.0108
	-0.41
	0.0274
	5.37

	-4
	
	
	
	 
	-0.0031
	-0.20
	0.0124
	-0.28
	
	
	
	 
	0.0171
	0.89
	0.0445
	6.26

	-3
	
	
	
	 
	-0.0057
	-0.44
	0.0068
	-0.72
	
	
	
	 
	0.0013
	-0.01
	0.0459
	6.26

	-2
	
	
	
	 
	-0.0154
	-0.38
	-0.0087
	-1.10
	
	
	
	 
	0.0110
	0.46
	0.0568
	6.71

	-1
	
	
	
	 
	0.0012
	0.10
	-0.0075
	-1.00
	
	
	
	 
	-0.0299
	-0.56
	0.0269
	6.15

	0+
	 
	 
	 
	 
	-0.0370
	-0.52
	-0.0445
	-1.52
	 
	 
	 
	 
	-0.0158
	-0.48
	0.0111
	5.67

	0-
	 
	 
	 
	 
	-0.0006
	0.23
	-0.0451
	-1.29
	 
	 
	 
	 
	0.0047
	0.10
	0.0158
	5.76

	1
	
	
	
	 
	-0.0091
	-0.39
	-0.0542
	-1.68
	
	
	
	 
	-0.0126
	-0.45
	0.0032
	5.31

	2
	
	
	
	 
	0.0030
	0.21
	-0.0512
	-1.47
	
	
	
	 
	-0.0112
	-0.57
	-0.0079
	4.74

	3
	
	
	
	 
	0.0057
	0.14
	-0.0455
	-1.32
	
	
	
	 
	-0.0054
	-0.37
	-0.0133
	4.37

	4
	
	
	
	 
	-0.0041
	-0.39
	-0.0496
	-1.71
	
	
	
	 
	0.0398
	4.25**
	0.0265
	8.61

	5
	
	
	
	 
	-0.0087
	-0.04
	-0.0583
	-1.75
	
	
	
	 
	0.0377
	0.91
	0.0642
	9.52

	6
	
	
	
	 
	-0.0110
	-0.28
	-0.0693
	-2.02
	
	
	
	 
	0.0226
	0.54
	0.0868
	10.06

	7
	
	
	
	 
	-0.0208
	-0.83
	-0.0901
	-2.86
	
	
	
	 
	-0.0072
	-0.47
	0.0796
	9.60

	8
	
	
	
	 
	-0.0102
	-0.17
	-0.1003
	-3.03
	
	
	
	 
	-0.0253
	-0.49
	0.0542
	9.10

	9
	
	
	
	 
	-0.0147
	-0.98
	-0.1150
	-4.01
	
	
	
	 
	0.0163
	0.53
	0.0705
	9.64

	10
	
	
	
	 
	0.0166
	0.26
	-0.0984
	-3.75
	
	
	
	 
	0.0018
	-0.17
	0.0722
	9.47


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 7:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Standard & Poors (S&P) foreign currency joint rating changes for Speculative grade countries and both Speculative and investment grade countires for an event window of 11 days to 40 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported
	 
	Speculative Grade 
	Both Investment and Speculative Grade 

	Event 
	Joint  upgrade n=0
	Joint Downgrade n=5
	Joint  upgrade n=0
	Joint Downgrade n=3

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	11
	
	
	
	 
	0.0004
	-0.30
	0.0004
	-0.30
	
	
	
	 
	-0.0236
	-0.56
	-0.0236
	-0.56

	12
	
	
	
	 
	0.0150
	0.18
	0.0154
	-0.12
	
	
	
	 
	0.0386
	0.59
	0.0150
	0.03

	13
	
	
	
	 
	-0.0179
	-0.69
	-0.0024
	-0.81
	
	
	
	 
	0.0199
	0.74
	0.0349
	0.77

	14
	
	
	
	 
	-0.0022
	0.11
	-0.0046
	-0.69
	
	
	
	 
	0.0113
	0.81
	0.0463
	1.59

	15
	
	
	
	 
	-0.0077
	-0.14
	-0.0123
	-0.84
	
	
	
	 
	0.0046
	1.04
	0.0509
	2.62

	16
	
	
	
	 
	-0.0141
	-0.64
	-0.0264
	-1.48
	
	
	
	 
	-0.0200
	-0.58
	0.0309
	2.05

	17
	
	
	
	 
	-0.0189
	-0.40
	-0.0453
	-1.88
	
	
	
	 
	-0.0017
	0.05
	0.0292
	2.10

	18
	
	
	
	 
	-0.0192
	-0.07
	-0.0645
	-1.95
	
	
	
	 
	-0.0082
	-0.12
	0.0210
	1.98

	19
	
	
	
	 
	0.0024
	0.41
	-0.0621
	-1.54
	
	
	
	 
	-0.0127
	-0.61
	0.0083
	1.37

	20
	
	
	
	 
	0.0110
	0.23
	-0.0512
	-1.31
	
	
	
	 
	-0.0001
	-0.10
	0.0082
	1.27

	21
	
	
	
	 
	0.0260
	0.53
	-0.0252
	-0.77
	
	
	
	 
	0.0250
	0.54
	0.0332
	1.81

	22
	
	
	
	 
	0.0027
	-0.04
	-0.0224
	-0.81
	
	
	
	 
	-0.0023
	0.02
	0.0309
	1.84

	23
	
	
	
	 
	0.0138
	0.28
	-0.0086
	-0.53
	
	
	
	 
	-0.0012
	-0.46
	0.0297
	1.38

	24
	
	
	
	 
	0.0107
	0.59
	0.0021
	0.06
	
	
	
	 
	-0.0106
	-0.62
	0.0191
	0.76

	25
	
	
	
	 
	-0.0344
	-0.82
	-0.0323
	-0.76
	
	
	
	 
	-0.0071
	-0.58
	0.0120
	0.17

	26
	
	
	
	 
	-0.0054
	-0.31
	-0.0377
	-1.07
	
	
	
	 
	-0.0078
	-0.25
	0.0042
	-0.07

	27
	
	
	
	 
	-0.0095
	-0.61
	-0.0472
	-1.68
	
	
	
	 
	0.0260
	0.65
	0.0302
	0.58

	28
	
	
	
	 
	0.0216
	1.13
	-0.0256
	-0.55
	
	
	
	 
	0.0030
	0.39
	0.0332
	0.97

	29
	
	
	
	 
	-0.0136
	-0.73
	-0.0391
	-1.29
	
	
	
	 
	0.0024
	0.17
	0.0356
	1.14

	30
	
	
	
	 
	-0.0330
	-0.59
	-0.0721
	-1.88
	
	
	
	 
	0.0109
	0.47
	0.0465
	1.61

	31
	
	
	
	 
	-0.0076
	-0.07
	-0.0797
	-1.95
	
	
	
	 
	0.0017
	0.17
	0.0482
	1.77

	32
	
	
	
	 
	0.0082
	0.42
	-0.0715
	-1.53
	
	
	
	 
	0.0238
	0.46
	0.0720
	2.23

	33
	
	
	
	 
	-0.0063
	0.12
	-0.0778
	-1.41
	
	
	
	 
	-0.0109
	-0.06
	0.0611
	2.17

	34
	
	
	
	 
	0.0028
	0.15
	-0.0750
	-1.26
	
	
	
	 
	0.0238
	1.34
	0.0849
	3.50

	35
	
	
	
	 
	-0.0047
	-0.03
	-0.0797
	-1.29
	
	
	
	 
	0.0268
	0.64
	0.1117
	4.14

	36
	
	
	
	 
	0.0048
	0.28
	-0.0749
	-1.01
	
	
	
	 
	-0.0110
	-0.47
	0.1008
	3.67

	37
	
	
	
	 
	-0.0185
	-1.00
	-0.0934
	-2.01
	
	
	
	 
	0.0327
	0.57
	0.1335
	4.24

	38
	
	
	
	 
	-0.0020
	0.27
	-0.0955
	-1.74
	
	
	
	 
	-0.0125
	-0.08
	0.1210
	4.16

	39
	
	
	
	 
	0.0187
	0.57
	-0.0768
	-1.17
	
	
	
	 
	-0.0152
	-0.49
	0.1058
	3.67

	40
	
	
	
	 
	0.0074
	0.87
	-0.0694
	-0.29
	
	
	
	 
	-0.0074
	-0.22
	0.0985
	3.45


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 8:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Moody’s joint rating changes for investment grade countries and both speculative and investment grade countires for an event window of –10 days to 10 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	 
	Investment Grade
	Investment and Speculative Grade

	Event 
	Joint  upgrade n=2
	Joint Downgrade n=3
	Joint  upgrade n=0
	Joint Downgrade n=6

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	-10
	-0.0102
	-0.74
	-0.0102
	-0.74
	0.0182
	0.66
	0.0182
	0.66
	
	
	
	 
	0.0320
	0.96
	0.0320
	0.96

	-9
	-0.0154
	-1.03
	-0.0256
	-1.77
	0.0335
	0.30
	0.0518
	0.96
	
	
	
	 
	-0.0115
	-0.31
	0.0205
	0.65

	-8
	-0.0243
	-1.38
	-0.0499
	-3.15
	-0.0207
	-0.64
	0.0310
	0.32
	
	
	
	 
	-0.0272
	-1.54
	-0.0067
	-0.89

	-7
	-0.0085
	-0.46
	-0.0583
	-3.61
	0.0011
	-0.03
	0.0322
	0.29
	
	
	
	 
	-0.0127
	-0.41
	-0.0194
	-1.30

	-6
	-0.0072
	-0.45
	-0.0655
	-4.06
	-0.0106
	-0.05
	0.0216
	0.24
	
	
	
	 
	-0.0300
	-0.72
	-0.0494
	-2.02

	-5
	-0.0105
	-0.54
	-0.0760
	-4.60
	-0.0127
	-8.76**
	0.0089
	-8.52
	
	
	
	 
	-0.0212
	-0.52
	-0.0706
	-2.54

	-4
	-0.0224
	-0.89
	-0.0984
	-5.49
	-0.0038
	0.07
	0.0051
	-8.45
	
	
	
	 
	0.0573
	1.17
	-0.0133
	-1.37

	-3
	-0.0187
	-0.72
	-0.1171
	-6.20
	-0.0057
	-0.29
	-0.0005
	-8.74
	
	
	
	 
	0.0353
	0.95
	0.0220
	-0.41

	-2
	-0.0152
	-0.73
	-0.1323
	-6.93
	-0.0037
	-0.14
	-0.0042
	-8.88
	
	
	
	 
	0.0136
	0.45
	0.0357
	0.03

	-1
	-0.0020
	-0.32
	-0.1344
	-7.25
	0.0007
	-0.09
	-0.0035
	-8.97
	
	
	
	 
	-0.0070
	-0.10
	0.0287
	-0.06

	0+
	-0.0167
	-0.75
	-0.1511
	-8.00
	0.0030
	0.24
	-0.0005
	-8.73
	 
	 
	 
	 
	-0.0246
	-0.38
	0.0041
	-0.44

	0-
	-0.0039
	-0.31
	-0.1549
	-8.31
	0.0100
	0.61
	0.0095
	-8.12
	 
	 
	 
	 
	-0.0103
	-0.10
	-0.0062
	-0.54

	1
	-0.0082
	-0.48
	-0.1631
	-8.79
	-0.0078
	-1.51
	0.0017
	-9.63
	
	
	
	 
	-0.0267
	-0.29
	-0.0329
	-0.83

	2
	-0.0302
	-2.01**
	-0.1934
	-10.80
	0.0119
	0.73
	0.0136
	-8.89
	
	
	
	 
	0.0341
	0.65
	0.0012
	-0.19

	3
	-0.0099
	-0.42
	-0.2033
	-11.22
	-0.0018
	-0.24
	0.0118
	-9.13
	
	
	
	 
	0.0290
	1.00
	0.0302
	0.81

	4
	0.0031
	-0.09
	-0.2003
	-11.31
	0.0061
	1.38
	0.0179
	-7.74
	
	
	
	 
	0.0228
	0.12
	0.0530
	0.93

	5
	-0.0181
	-0.64
	-0.2184
	-11.95
	0.0210
	0.63
	0.0388
	-7.11
	
	
	
	 
	0.0092
	0.37
	0.0622
	1.30

	6
	-0.0046
	-0.39
	-0.2230
	-12.34
	-0.0017
	-0.26
	0.0371
	-7.37
	
	
	
	 
	-0.0146
	-0.25
	0.0476
	1.04

	7
	-0.0174
	-0.62
	-0.2404
	-12.97
	0.0119
	0.97
	0.0491
	-6.40
	
	
	
	 
	0.0282
	0.56
	0.0758
	1.61

	8
	-0.0172
	-0.90
	-0.2576
	-13.86
	-0.0158
	-2.26**
	0.0332
	-8.66
	
	
	
	 
	0.0004
	0.33
	0.0762
	1.94

	9
	-0.0223
	-1.11
	-0.2799
	-14.97
	-0.0165
	-1.01
	0.0167
	-9.67
	
	
	
	 
	0.0150
	0.22
	0.0912
	2.16

	10
	-0.0134
	-0.70
	-0.2933
	-15.67
	-0.0292
	-3.37**
	-0.0125
	-13.04
	
	
	
	 
	0.0220
	0.63
	0.1132
	2.78


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 9:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Moody’s joint rating changes for investment grade countries and both speculative and investment grade countires for an event window of 11 days to 40 days. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported.

	 
	Investment Grade
	Investment and Speculative Grade

	Event 
	Joint  upgrade n=2
	Joint Downgrade n=3
	Joint  upgrade n=0
	Joint Downgrade n=6

	Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	11
	-0.0227
	-0.73
	-0.0227
	-0.73
	-0.0048
	-0.68
	-0.0048
	-0.68
	
	
	
	 
	0.0267
	0.42
	0.0267
	0.42

	12
	-0.0165
	-0.81
	-0.0392
	-1.54
	0.0016
	-0.05
	-0.0031
	-0.72
	
	
	
	 
	0.0136
	0.47
	0.0403
	0.89

	13
	-0.0228
	-1.22
	-0.0619
	-2.76
	-0.0064
	-0.25
	-0.0095
	-0.97
	
	
	
	 
	0.0230
	0.69
	0.0634
	1.58

	14
	-0.0131
	-0.64
	-0.0750
	-3.40
	-0.0078
	-0.37
	-0.0173
	-1.34
	
	
	
	 
	0.0097
	0.58
	0.0731
	2.16

	15
	-0.0114
	-1.45
	-0.0864
	-4.85
	0.0144
	0.57
	-0.0029
	-0.77
	
	
	
	 
	0.0391
	0.94
	0.1123
	3.10

	16
	-0.0325
	-0.85
	-0.1189
	-5.69
	-0.0010
	-0.18
	-0.0038
	-0.95
	
	
	
	 
	0.0406
	0.38
	0.1528
	3.48

	17
	-0.0147
	-0.74
	-0.1336
	-6.43
	-0.0183
	-1.54
	-0.0222
	-2.49
	
	
	
	 
	0.0366
	0.31
	0.1894
	3.79

	18
	-0.0114
	-0.69
	-0.1450
	-7.12
	0.0312
	0.62
	0.0090
	-1.87
	
	
	
	 
	0.0243
	0.32
	0.2137
	4.11

	19
	-0.0118
	-0.69
	-0.1568
	-7.81
	0.0306
	0.69
	0.0396
	-1.19
	
	
	
	 
	-0.0354
	-1.05
	0.1783
	3.07

	20
	-0.0184
	-0.79
	-0.1752
	-8.60
	-0.0139
	-0.51
	0.0256
	-1.70
	
	
	
	 
	0.0508
	0.78
	0.2292
	3.85

	21
	-0.0194
	-0.98
	-0.1945
	-9.58
	-0.0117
	-0.60
	0.0139
	-2.30
	
	
	
	 
	0.0039
	-0.02
	0.2331
	3.82

	22
	-0.0221
	-0.79
	-0.2167
	-10.37
	0.0033
	0.32
	0.0172
	-1.97
	
	
	
	 
	0.0013
	-0.10
	0.2344
	3.72

	23
	-0.0105
	-0.69
	-0.2272
	-11.06
	-0.0136
	-0.24
	0.0036
	-2.21
	
	
	
	 
	-0.0026
	0.06
	0.2318
	3.78

	24
	-0.0073
	-0.72
	-0.2345
	-11.79
	0.0008
	0.06
	0.0044
	-2.15
	
	
	
	 
	-0.0229
	-0.61
	0.2090
	3.17

	25
	-0.0070
	-1.37
	-0.2415
	-13.15
	0.0231
	0.41
	0.0275
	-1.74
	
	
	
	 
	0.0193
	0.18
	0.2283
	3.36

	26
	-0.0169
	-0.85
	-0.2584
	-14.00
	0.0243
	1.13
	0.0518
	-0.61
	
	
	
	 
	-0.0124
	-0.27
	0.2158
	3.08

	27
	-0.0174
	-1.41
	-0.2758
	-15.41
	-0.0621
	-0.74
	-0.0102
	-1.35
	
	
	
	 
	0.0256
	0.76
	0.2415
	3.84

	28
	-0.0219
	-1.01
	-0.2977
	-16.42
	0.0278
	0.48
	0.0175
	-0.87
	
	
	
	 
	0.0079
	0.03
	0.2494
	3.88

	29
	-0.0134
	-0.75
	-0.3111
	-17.17
	0.0294
	0.66
	0.0469
	-0.21
	
	
	
	 
	0.0128
	0.14
	0.2621
	4.02

	30
	-0.0287
	-1.02
	-0.3398
	-18.19
	0.1270
	1.33
	0.1739
	1.12
	
	
	
	 
	-0.0324
	-0.83
	0.2297
	3.19

	31
	-0.0320
	-1.30
	-0.3718
	-19.50
	0.0584
	0.57
	0.2323
	1.69
	
	
	
	 
	-0.0081
	-0.30
	0.2216
	2.89

	32
	-0.0135
	-0.79
	-0.3853
	-20.29
	-0.0760
	-0.54
	0.1564
	1.15
	
	
	
	 
	0.0124
	0.37
	0.2340
	3.26

	33
	-0.0084
	-0.49
	-0.3937
	-20.78
	0.0635
	0.89
	0.2199
	2.04
	
	
	
	 
	-0.0138
	-0.22
	0.2203
	3.04

	34
	0.0001
	-0.20
	-0.3936
	-20.97
	-0.0462
	-0.51
	0.1737
	1.53
	
	
	
	 
	0.0097
	0.40
	0.2299
	3.43

	35
	-0.0064
	-0.36
	-0.4000
	-21.34
	0.0288
	0.31
	0.2024
	1.84
	
	
	
	 
	0.0069
	0.04
	0.2368
	3.48

	36
	-0.0158
	-1.14
	-0.4158
	-22.48
	0.0425
	1.18
	0.2449
	3.02
	
	
	
	 
	0.0304
	0.80
	0.2672
	4.28

	37
	-0.0181
	-1.71
	-0.4339
	-24.19
	0.0310
	0.29
	0.2759
	3.31
	
	
	
	 
	-0.0011
	0.16
	0.2661
	4.44

	38
	-0.0288
	-1.46
	-0.4627
	-25.65
	0.0580
	0.63
	0.3339
	3.94
	
	
	
	 
	0.0004
	0.01
	0.2665
	4.45

	39
	-0.0107
	-2.01
	-0.4734
	-27.66
	-0.0897
	-0.62
	0.2442
	3.32
	
	
	
	 
	-0.0016
	0.10
	0.2649
	4.56

	40
	-0.0160
	-0.68
	-0.4895
	-28.34
	0.0649
	1.37
	0.3091
	4.69
	
	
	
	 
	-0.0368
	-0.77
	0.2280
	3.78


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table10:

This table reports average abnormal returns (AAR) as measures of the own-market reaction to Standard and Poor’s joint rating changes. It indicates the impact on the market in between the two announcement days 0+ and 0-. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported. 

	Number of Days
	No of Joint Events
	AAR
	T-test

	1
	6
	0.0128
	2.79**

	2
	4
	0.0136
	0.98

	3
	3
	0.0176
	1.87*

	4
	3
	-0.0347
	-0.84

	5
	3
	-0.0125
	-2.03**

	6
	3
	0.0023
	0.56

	7
	2
	-0.0146
	-3.21**

	8
	2
	0.0093
	2.01**


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 11:

This table reports average abnormal returns (AAR) as measures of the own-market reaction to Moody’s joint rating changes. It indicates the impact on the market in between the two announcement days 0+ and 0-. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported. 

	Panel A: Joint Upgrades 
	

	Number of Days
	No of Joint Events
	AAR
	T-test

	1
	3
	0.0074
	-0.37

	2
	2
	-0.0035
	1.96**

	
	
	
	

	Panel B: Joint Downgrades 
	

	Number of Days
	No of Joint Events
	AAR
	T-test

	1
	4
	0.0011
	1.32

	2
	2
	-0.0001
	0.49

	3
	2
	-0.0068
	-7.59**

	4
	2
	-0.0050
	-2.01**

	5
	2
	0.0002
	-0.47

	6
	2
	0.0141
	2.16**


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Table 12:

This table reports average abnormal returns (AAR) and cumulative abnormal returns (CAR) as measures of the own-market reaction to Moodys Bonds and Notes rating changes for Malaysia. AAR and CAR are generated using a standard mean adjusted event study methodology. Note that standard errors are estimated using standardized abnormal returns (SARs) but only average abnormal returns are reported. 
	 
	Upgrade- 4
	Downgrade- 3

	Event Day
	AAR
	t- stat
	CAR
	t-stat
	AAR
	t- stat
	CAR
	t-stat

	-10
	0.0069
	6.53**
	0.0069
	6.53
	0.0526
	1.71*
	0.0526
	1.71

	-9
	-0.0036
	-0.89
	0.0034
	5.64
	-0.0787
	-2.13**
	-0.0261
	-0.42

	-8
	-0.0091
	-2.09**
	-0.0058
	3.55
	0.0328
	0.79
	0.0067
	0.37

	-7
	-0.0076
	-0.67
	-0.0134
	2.88
	0.0040
	0.30
	0.0106
	0.68

	-6
	-0.0028
	-2.57**
	-0.0161
	0.31
	0.0565
	1.23
	0.0671
	1.90

	-5
	0.0020
	0.57
	-0.0141
	0.89
	0.0496
	0.82
	0.1167
	2.72

	-4
	0.0081
	1.52
	-0.0061
	2.41
	-0.0773
	-0.83
	0.0394
	1.89

	-3
	0.0056
	0.14
	-0.0005
	2.54
	0.0527
	1.78*
	0.0921
	3.67

	-2
	0.0005
	-0.33
	0.0000
	2.21
	0.0170
	1.47
	0.1091
	5.14

	-1
	0.0125
	1.82
	0.0125
	4.03
	-0.0096
	-1.00
	0.0995
	4.14

	0
	-0.0050
	-2.46**
	0.0075
	1.57
	0.0167
	1.03
	0.1162
	5.17

	1
	0.0054
	4.26**
	0.0129
	5.83
	-0.0027
	-0.16
	0.1136
	5.01

	2
	0.0064
	0.43
	0.0194
	6.26
	0.0006
	0.06
	0.1142
	5.06

	3
	0.0081
	7.34**
	0.0275
	13.60
	0.0050
	1.82
	0.1192
	6.89

	4
	0.0025
	0.94
	0.0299
	14.54
	0.0070
	0.19
	0.1263
	7.08

	5
	-0.0008
	-0.60
	0.0291
	13.94
	0.0000
	-0.16
	0.1263
	6.92

	6
	0.0015
	-0.20
	0.0306
	13.74
	0.0314
	2.36**
	0.1577
	9.27

	7
	-0.0010
	-0.89
	0.0295
	12.85
	-0.0167
	-1.30
	0.1410
	7.97

	8
	-0.0062
	-1.39
	0.0233
	11.46
	0.0238
	2.17**
	0.1648
	10.14

	9
	-0.0097
	-1.73*
	0.0136
	9.73
	-0.0081
	-0.60
	0.1568
	9.54

	10
	-0.0024
	-0.17
	0.0112
	9.56
	-0.0163
	-1.74*
	0.1405
	7.81


*
 Denotes statistical significance at 10% level

**
 Denotes statistical significance at 5% level

Figure I:

Market reaction to Standard and Poor’s Sovereign Rating Change – Speculative Grade:

Single Downgrade v Joint Downgrade
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Figure II

Market reaction to Standard and Poor’s Sovereign Rating Change – Both Investment and Speculative Grade: Single Downgrade v Joint Downgrade
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Figure III

Market reaction to Moody’s Bonds and Notes Rating Change – Investment Grade:

 Single Upgrade v Joint Upgrade
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Figure IV

Market reaction to Moody’s Bonds and Notes Rating Change – Both Investment and Speculative Grade: Single Downgrade v Joint Downgrade
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		-21		-0.0271418266		-0.1094796501
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		2		0.0092100741		-0.152766721

		3		-0.0028240561		-0.1187049853

		4		-0.0057985649		-0.0897344102

		5		0.0033408147		-0.0669220822

		6		0.0063977934		-0.0576780418
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		27		-0.0453962542		0.2091105936
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		36		-0.0626451968		0.2300723905
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		38		-0.0535257006		0.2593614037
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		-37		0.0241085961		0.0019654477
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Spec &Inv S&P

		Both Speculative and Investment Grade

				Single Downgrade		Joint Downgrade

		-40		-0.005763883		0.0382953341

		-39		-0.0165870592		0.0290262007

		-38		-0.0091663416		0.0567251634

		-37		-0.0124940565		0.0836670273

		-36		-0.0010159522		0.0988470259

		-35		0.0016811659		0.1093328596

		-34		-0.0102511164		0.0818589949

		-33		-0.0150073028		0.0940415987

		-32		-0.026365037		0.1180959584

		-31		-0.0350571297		0.1244570892

		-30		-0.0282995969		0.1349763828

		-29		-0.0286221779		0.1212938614

		-28		-0.0192870193		0.107588263

		-27		-0.0082351795		0.1695323854

		-26		-0.0058409411		0.1582016873

		-25		0.0048373439		0.1550671246

		-24		0.0001196277		0.1874789784

		-23		-0.0098550866		0.2224544815

		-22		-0.0209327841		0.2045765993

		-21		-0.0211665604		0.1842011909

		-20		-0.0210668631		0.1291937872

		-19		-0.024020605		0.1004411451

		-18		-0.0213333123		0.0911568285

		-17		-0.0296080282		0.0894825914

		-16		-0.032571692		0.1250311226

		-15		-0.0261394903		0.1570943562

		-14		-0.0215945076		0.1897772588

		-13		-0.0371405615		0.1891046471

		-12		-0.0440596763		0.2071850759

		-11		-0.0382984059		0.2059473786

		-10		-0.035074863		0.2041048192

		-9		-0.0251459545		0.2163749211

		-8		-0.0334492158		0.2182896733

		-7		-0.0360262989		0.2395177451

		-6		-0.0184442461		0.2441752491

		-5		-0.0197050061		0.2333801165

		-4		-0.0176323807		0.2504839479

		-3		-0.0258532485		0.2518252706

		-2		-0.0167495208		0.262778297

		-1		-0.0089021852		0.2328467227

		0		-0.0184418313		0.21703921

		1		-0.0247345514		0.2217802917

		2		-0.0229268523		0.2091896182

		3		-0.0224393376		0.1980099014

		4		-0.0106862958		0.19262452

		5		-0.0174630007		0.2324583469

		6		-0.0175876461		0.2701135538

		7		-0.0162651026		0.2927457476

		8		-0.0093939212		0.2855046269

		9		-0.0108795452		0.2601574331

		10		-0.0146807907		0.2764285042

		11		-0.0101629942		0.2781852204

		12		-0.0276855377		0.2546008838

		13		-0.0128054531		0.2932193327

		14		0.0124591016		0.3131051067

		15		0.012659457		0.3244501063

		16		0.0046137089		0.3290998831

		17		0.0113117201		0.3090612232

		18		0.0094263819		0.3073622951

		19		0.0118462069		0.2992091764

		20		0.0089402259		0.2865172297

		21		-0.0004887232		0.2863995439

		22		0.0018535091		0.3113795043

		23		0.0060627465		0.3091282196

		24		0.0126681876		0.3078896127

		25		0.009670266		0.2973094604

		26		0.0043489327		0.2902066403

		27		0.0100883964		0.282388006

		28		0.008783683		0.3083925945

		29		0.0118373618		0.3114173888

		30		0.0141686981		0.3138123471

		31		0.0221105332		0.3246911642

		32		0.0157647268		0.3263665725

		33		0.024821823		0.3501636567

		34		0.0226439401		0.3392773548

		35		0.0189326082		0.3631162583

		36		0.0279452795		0.3899168993

		37		0.0369231565		0.378947884

		38		0.0370916813		0.4116822448

		39		0.0530994963		0.3992194828

		40		0.050501443		0.3840199256
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Inv & Spe garde

		Moodys Investment and Speculative  Grade

				Single Downgrade		Joint Downgrade

		-40		-0.0041757414		-0.0075287261

		-39		-0.003823107		-0.0571826533

		-38		-0.0093123371		-0.0625148653

		-37		-0.0099392437		-0.0511202976

		-36		-0.0021869548		-0.0643935708

		-35		0.007139373		-0.0730277703

		-34		0.0261814042		-0.044488358

		-33		0.0316025997		-0.0251855345

		-32		0.023096842		-0.0378917942

		-31		0.0154558483		-0.0461951606

		-30		0.0056713352		-0.0551572612
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		-27		-0.0275079064		-0.0825069328

		-26		-0.0307983613		-0.0700929479
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		-17		0.0008543305		-0.1493787164

		-16		0.0001093774		-0.1488304592

		-15		-0.0068586827		-0.1511608734

		-14		0.007612549		-0.1647723705

		-13		0.0043949826		-0.1578287074

		-12		-0.0048968915		-0.1461715865

		-11		-0.000752618		-0.119889379

		-10		-0.0084542356		-0.0879371115

		-9		-0.0042429896		-0.0994253776

		-8		-0.0130004554		-0.1265883353

		-7		-0.0147727422		-0.1392653904

		-6		-0.0084782644		-0.1692747494

		-5		-0.0112669183		-0.1904394392

		-4		0.0155461785		-0.1331677133

		-3		0.0093289418		-0.0978563972

		-2		0.0062965923		-0.0842324898

		-1		0.0097198671		-0.0912374543

		0		0.0185812259		-0.1157879962

		1		0.0136755407		-0.1261101182

		2		0.0092100741		-0.152766721

		3		-0.0028240561		-0.1187049853

		4		-0.0057985649		-0.0897344102

		5		0.0033408147		-0.0669220822

		6		0.0063977934		-0.0576780418

		7		0.0145774071		-0.0723126891

		8		0.0085406039		-0.0440918179

		9		0.0036165912		-0.0437277887

		10		-0.0075144317		-0.0286920533

		11		-0.0065475165		-0.0067367888

		12		-0.0037723588		0.0199713067

		13		-0.0067346196		0.0336034515

		14		-0.0140843652		0.0566402316

		15		-0.0049546601		0.0663779234

		16		-0.0021574961		0.1055211449

		17		-0.0136456344		0.14607219

		18		-0.0178003946		0.1826620707

		19		-0.0293462956		0.2069421045

		20		-0.03946314		0.1715849482

		21		-0.0530318377		0.2224142134

		22		-0.0558487441		0.2263272826

		23		-0.0563909387		0.2276510821

		24		-0.0458582557		0.2250837206

		25		-0.0349035786		0.2022186691

		26		-0.0459592875		0.2215368578

		27		-0.0453962542		0.2091105936

		28		-0.0386292136		0.234736454

		29		-0.0456035835		0.2426177666

		30		-0.0502231849		0.255386694

		31		-0.0562217177		0.2229820738

		32		-0.0660451871		0.2149082412

		33		-0.0721614502		0.2272686835

		34		-0.0654453311		0.2135181317

		35		-0.0624036035		0.2231978328

		36		-0.0626451968		0.2300723905

		37		-0.0428250353		0.2604965334

		38		-0.0535257006		0.2593614037

		39		-0.0502876756		0.2597601492

		40		-0.0529033838		0.2581276318
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Spec S&P

		Spec S&P

				Single Downgrade		Joint Downgrade

		-40		0.0108481801		-0.0065975868

		-39		0.0373815014		-0.0005551674

		-38		0.0328690333		0.0038064256

		-37		0.0241085961		0.0019654477

		-36		0.0171484566		0.0030053494

		-35		0.0328188079		0.0045624997

		-34		0.0280059748		0.0160153023

		-33		0.0381987603		0.0224477889

		-32		0.026889237		0.0233375759

		-31		0.0235226924		0.0238604549

		-30		0.0197170124		0.021200384

		-29		0.0092140259		0.0212770178

		-28		0.016817082		0.0163698556

		-27		0.0134729845		0.0177086716

		-26		-0.0023526235		0.0159343452

		-25		-0.003842468		0.0186130781

		-24		-0.024412276		0.0202935706

		-23		-0.0115594783		0.0313398314

		-22		-0.0092465923		0.0418817634

		-21		-0.0086408756		0.0424196698

		-20		-0.0207137488		0.0478740728

		-19		-0.0224434624		0.043264591

		-18		-0.0478570803		0.0407048141

		-17		-0.0445728465		0.0428596814

		-16		-0.0494435369		0.0444566066

		-15		-0.0353514376		0.0524822742

		-14		-0.0452401854		0.0397585124

		-13		-0.0299772393		0.0289346555

		-12		-0.0363539804		0.0269980298

		-11		-0.030635979		0.0460878254

		-10		-0.0394395749		0.0453323911

		-9		-0.0211464449		0.0585790051

		-8		-0.00395762		0.0671669289

		-7		0.004147929		0.0596270984

		-6		-0.0196511817		0.0646442206

		-5		-0.0346142834		0.0616056766

		-4		-0.0292531645		0.0585325159

		-3		-0.0252275089		0.0528711625

		-2		-0.0343297429		0.0374262474

		-1		-0.0239635438		0.0385878513

		0		-0.0143491973		0.0015864428

		1		-0.0177180056		0.0009688971

		2		-0.0239741204		-0.0081488291

		3		-0.0134396464		-0.005130838

		4		-0.0284418741		0.0005722987

		5		-0.0198948469		-0.0035132095

		6		-0.03659529		-0.0121766404

		7		-0.0533501584		-0.0231784733

		8		-0.0554807068		-0.0439870128

		9		-0.0584726305		-0.054212728

		10		-0.0406018536		-0.068926207

		11		-0.0497617787		-0.0523378589

		12		-0.0480038242		-0.051919502

		13		-0.061350777		-0.0369343007

		14		-0.070200301		-0.054786005

		15		-0.0599560901		-0.0569415447

		16		-0.0597476186		-0.0646416171

		17		-0.0688411665		-0.0787579773

		18		-0.0654784072		-0.0976403578

		19		-0.0618869841		-0.1168796009

		20		-0.0819327735		-0.1144537319

		21		-0.0679023537		-0.1034892657

		22		-0.0627902551		-0.0775131331

		23		-0.0481426009		-0.0747867976

		24		-0.0697584993		-0.0609636157

		25		-0.1001582914		-0.0502614252

		26		-0.0859399767		-0.0846601236

		27		-0.0757911323		-0.0900107257

		28		-0.0823816727		-0.0995515746

		29		-0.0776193285		-0.0779067535

		30		-0.0811539705		-0.0914592471

		31		-0.0873422758		-0.1244791483

		32		-0.0814249301		-0.1320572596

		33		-0.084501101		-0.1238737078

		34		-0.0941871017		-0.1301405935

		35		-0.1016256325		-0.1273434208

		36		-0.1184101079		-0.1319974987

		37		-0.1290682285		-0.1272377278

		38		-0.1612974593		-0.1457797948

		39		-0.1420492097		-0.1477957804
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Spec &Inv S&P

		Both Speculative and Investment Grade

				Single Downgrade		Joint Downgrade

		-40		-0.005763883		0.0382953341

		-39		-0.0165870592		0.0290262007

		-38		-0.0091663416		0.0567251634

		-37		-0.0124940565		0.0836670273

		-36		-0.0010159522		0.0988470259

		-35		0.0016811659		0.1093328596

		-34		-0.0102511164		0.0818589949

		-33		-0.0150073028		0.0940415987

		-32		-0.026365037		0.1180959584

		-31		-0.0350571297		0.1244570892

		-30		-0.0282995969		0.1349763828

		-29		-0.0286221779		0.1212938614

		-28		-0.0192870193		0.107588263

		-27		-0.0082351795		0.1695323854

		-26		-0.0058409411		0.1582016873

		-25		0.0048373439		0.1550671246

		-24		0.0001196277		0.1874789784

		-23		-0.0098550866		0.2224544815

		-22		-0.0209327841		0.2045765993

		-21		-0.0211665604		0.1842011909

		-20		-0.0210668631		0.1291937872

		-19		-0.024020605		0.1004411451

		-18		-0.0213333123		0.0911568285

		-17		-0.0296080282		0.0894825914

		-16		-0.032571692		0.1250311226

		-15		-0.0261394903		0.1570943562

		-14		-0.0215945076		0.1897772588

		-13		-0.0371405615		0.1891046471

		-12		-0.0440596763		0.2071850759

		-11		-0.0382984059		0.2059473786

		-10		-0.035074863		0.2041048192

		-9		-0.0251459545		0.2163749211

		-8		-0.0334492158		0.2182896733

		-7		-0.0360262989		0.2395177451

		-6		-0.0184442461		0.2441752491

		-5		-0.0197050061		0.2333801165

		-4		-0.0176323807		0.2504839479

		-3		-0.0258532485		0.2518252706

		-2		-0.0167495208		0.262778297

		-1		-0.0089021852		0.2328467227

		0		-0.0184418313		0.21703921

		1		-0.0247345514		0.2217802917

		2		-0.0229268523		0.2091896182

		3		-0.0224393376		0.1980099014

		4		-0.0106862958		0.19262452

		5		-0.0174630007		0.2324583469

		6		-0.0175876461		0.2701135538

		7		-0.0162651026		0.2927457476

		8		-0.0093939212		0.2855046269

		9		-0.0108795452		0.2601574331

		10		-0.0146807907		0.2764285042

		11		-0.0101629942		0.2781852204

		12		-0.0276855377		0.2546008838

		13		-0.0128054531		0.2932193327

		14		0.0124591016		0.3131051067

		15		0.012659457		0.3244501063

		16		0.0046137089		0.3290998831

		17		0.0113117201		0.3090612232

		18		0.0094263819		0.3073622951

		19		0.0118462069		0.2992091764

		20		0.0089402259		0.2865172297

		21		-0.0004887232		0.2863995439

		22		0.0018535091		0.3113795043

		23		0.0060627465		0.3091282196

		24		0.0126681876		0.3078896127

		25		0.009670266		0.2973094604

		26		0.0043489327		0.2902066403

		27		0.0100883964		0.282388006

		28		0.008783683		0.3083925945

		29		0.0118373618		0.3114173888

		30		0.0141686981		0.3138123471

		31		0.0221105332		0.3246911642

		32		0.0157647268		0.3263665725

		33		0.024821823		0.3501636567

		34		0.0226439401		0.3392773548

		35		0.0189326082		0.3631162583

		36		0.0279452795		0.3899168993

		37		0.0369231565		0.378947884

		38		0.0370916813		0.4116822448

		39		0.0530994963		0.3992194828

		40		0.050501443		0.3840199256
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