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The topic of whether credit rating announcements are
informational is a controversial and inconclusive issue. Unlike
previous studies that are largely based on large stock markets this
study examines whether credit rating announcements convey more
valuable information to investors in a relative small emerging
market, the Taiwan stock market, than to investors in a large market.
Furthermore, this study collects the announcements of new ratings,
credit rating changes and ratings outlook changes by Taiwan
Ratings Corporation (TRC) to reexamine the possible impacts to
market investors. Our findings show that significant excess stock
returns associated with new ratings, bond rating upgrades and
positive outlook announcements. For the downgrade and negative
outlook announcement, the stock returns show significant negative
response. However, the above-mentioned empirical evidences are
not strong. These findings suggest that rating agencies may provide
part of information to the stock market in Taiwan. Moreover, the
liquidity and individual investor’s behavior may play a role in the

information value of credit rating announcement.
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