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ABSTRACT

A credit rating agency also called a ratings service It is a company that assigns credit ratings which rate a debtor’s

ability to pay back debt by making timely interest payments and principal.. The data obtained from the existing lit-
erature and review. The required information obtained from the hand book statistics of the year of 2013. The research period varied from the
year 2004-2005 to 2-12-2013. The main objective of the paper is to test where there is a significant difference between the variables of ratings
of corporate debt securities. The SPSS16.0 version was used to analyze the data. The techniques of paired samples statistics, paired samples
correlations, paired samples test were applied to derive the results. The study observed that the there was significant differences between two
variables of corporate debt securities, except in the case of highest safety number to the high safety (AA) number. The study also came out
with the there was a significant difference between the total investment grade amount to the non investment grade amount, but there was no
significant difference between the total investment grade number to the non-investment grade number.

Introduction:

A credit rating agency also called a ratings service .It is a com-
pany that assigns credit ratings which rate a debtor’s ability to
pay back debt by making timely interest payments and principal.
An agency may rate the creditworthiness of issuers of debt obli-
gations, of debt instruments and in some cases, of the servicers
of the underlying debt-but not of individual consumers. The debt
instruments evaluated by CRAs include government bonds cor-
porate bonds CDs municipal bonds preferred stock, and collat-
eralized securities, such as mortgage-backed securities and col-
lateralized debt obligationsCredit rating is a highly concentrated
industry, with the two largest CRAs—Moody’s Investors Service
and Standard & Poor’s (S&P)—controlling 80 per cent of the
global market share, and the “Big Three” credit rating agencies—
Moody’s, S&P, and Fitch Ratings—controlling approximately 95
per cent of the ratings business

Review of Literature: David J Denis Vassil T Mihov(October
2003) found that the primary determinant of the debt source
was the credit quality of the issuer. Firms with the highest credit
quality borrow from public sources, firms with medium credit
quality borrow from banks, and firms with the lowest credit
quality borrow from non-bank private lenders. Non-bank private
debt thus plays a unique role in accommodating the financing
needs of firms with low credit quality. In addition, the choice
of debt source was (weakly) influenced by managerial discre-
tion. Ronald C. Anderson ,Sattar A. Mansi, David M. Reeb.

( 2003) We investigate the impact of founding family owner-
ship structure on the agency cost of debt. We find that found-
ing family ownership is common in large, publicly traded firms
and is related, both statistically and economically, to a lower
cost of debt financing. Our results are consistent with the idea
that founding family firms have incentive structures that result
in fewer agency conflicts between equity and debt claimants and
they suggested that bond holders view founding family owner-
ship as an organizational structure that better protects their
interests. Amar Gande, Manju Puri , Anthony Saunders.(
1999) pointed out the competitive effects of commercial bank
entry into the corporate debt underwriting market, particularly
with respect to underwriter spreads, ex-ante yields, and market
concentration. They found that underwriter spreads and ex-ante
yields declined significantly with bank entry, consistent with the
market becoming more competitive. This effect was strongest
among the lower-rated and smaller debt issues of which banks
had underwritten a relatively greater share. The early evidence
also indicated that bank entry had tended to decrease market
concentration.Kooyul Jung, Yong-Cheol Kim René M. Stulz
( 1996) examined the ability of the pecking-order model, the
agency model, and the timing model to explain firms’ decisions
whether to issue debt or equity, the stock price reaction to their
decisions and their actions afterward and they found strong
support for the agency model and they insisted that firms often
depart from the pecking order because of agency considerations
and did not support for the timing model.

Highest safety High safety Adequate safety Moderate Non-Investment |,

(AAA) (AA) (A) safety(BBB) Grade

No. aT(ﬁ:;lt No. 2:1;1(:)1.1;;& No. ﬁ;loor';;lt No. al;l(:;l;;lt No. a;:_loorl;lt No. ﬁ:l:,loor';;lt
1 2 3 4 5 6 7 8 9 10 11 12 13
2004-05 278  [1,59,788 110 48,602 58 8,191 35 4,139 9 688 490 2,18,707
2005-06 261  [2,79,968 147 162,316 45 28,957 21 1,200 4 144 478 3,82,585
2006-07 |312 (2,606,863 144 |53,766 53 5,905 33 9,014 2 75 544 3,35,623
2007-08 |335 [4,54,164 257 11,20,199 167 35,661 63 9,478 27 1,603 849 6,21,105
2008-09 307 [5,23,589 349 |1,38,471 298 53,204 526 (52,372 396 24,220 1,879 {791,891
2009-10 |275 [5,03,347 321 |1,41,089 249 42,121 691 (29,550 1,507 [45,942 3,043 |7,62,050
2010-11 |244  |5,11,583 267 |1,82,584 249 90,445 579 169,283 1,843 (42,704 3,199  [9,07,685
2011-12 |256  [5,36,245 380 [2,38,381 267 88,534 710 [53.140 2,793 |56,239 4,440 (8,603,548
2012-13 (204 |7,98,560 449 12,46,970 313 86,799 648 (47,193 2,558 54,090 4,172 [12,33,613

Input Table: Ratings of Corporate Debt Securities In terms of Number and Amount from the Year 2004-05 to 2012-13.

Source: SEBI Hand Book —Statistics-2013.
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Out Put Table :1 Descriptive Statistics Between Ratings of Corporate Debt Securities.
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. . Mean N Std. Deviation Std. Error Mean
Pair 1 [Highest Safety no 2.7467E2 9 39.62323 13.20774
High Safety(AA) No 2.6933E2 9 117.13347 39.04449
Pair2  |Adequate Safety(A) No 1.8878E2 9 110.35033 36.78344
Moderate Safety(BBB) No 3.6733E2 9 317.35666 105.78555
Pair 3 Non Investment Grade-No 1.0154E3 9 1166.69459 388.89820
Total Number 2.1174E3 9 1618.81238 539.60413
Pair 4 Highest Safety (AAA) Amount

4.4823E5 9 1.89621E5 63206.92464
High Safety(AA) Amount 1.3693E5 9 75058.58421 25019.52807

Pair5 |Adequate Safety Amount(Crore)
4.8873E4 9 33310.55749 11103.51916
Moderate Safety(BBB) Amount 3.0626E4 9 25601.13070 8533.71023

Pair 6 Non Investment Grade Amount
2.5078E4 9 24880.27504 8293.42501
Total Amount (Crore) 6.7965E5 9 3.22990E5 1.07663E5

Pair 7 Highest Safety (AAA) Amount

4.4823E5 9 1.89621E5 63206.92464
Moderate Safety(BBB) Amount 3.0626E4 9 25601.13070 8533.71023

Pair 8 Adequate Safety Amount(Crore)
4.8873E4 9 33310.55749 11103.51916
Highest Safety (AAA) Amount 4.4823E5 9 1.89621E5| 63206.92464
Pair9  [High Safety(AA) No 2.6933E2 9 117.13347 39.04449
Non Investment Grade Amount 2.5078E4 9 24880.27504 8293.42501
Pair 10 |Moderate Safety(BBB) No 3.6733E2 9 317.35666 105.78555
Highest Safety no 2.7467E2 9 39.62323 13.20774

Source: SPSS

This table revels that paired samples statistics the highest safe-
ty was favorable than the high safety within the fair 1, in air 2
moderate safety (BBB) favorable than adequate safety (A) and
the total number better than the non-investment grade in pair
3, highest safety amount (AAA) was better than the high safety
(AA) amount in a pair 4, but in pair 5, adequate safety amount
better than the moderate safety amount. The pair 6 discloses
that the total amount was better than the non investment grade

amount. The pair 7 disclosed that the highest safety (AAA)
amount favorable than moderate safety (BBB) amount, within
the pair 8, the adequate safety amount better than the high-
est safety amount, the pair 9 discloses that the high safety (AA)
number was better than the non investment grade amount. The
pair no 10 disclosed that the moderate safety (BBB) was better
than the highest safety .

Table 2: Strength of Relationship Between Ratings of Corporate Debt Securities(In terms of Number and Amount)
Name of the Ratings N Correlation Sig.
Pair 1 Highest Safety no & High Safety(AA) No 9 -441 235
Pair 2 ﬁgequuate Safety(A) No & Moderate Safety(BBB) 9 916 001
Pair 3 Non Investment Grade-No & Total Number 9 985 .000
Pair 4 Highest Safety (AAA) Amount & High Safety(AA) 9 911 001
Amount
. Adequate Safety Amount(Crore) & Moderate
Pair 5 Safety(BBB) Amount 9 .896 .001
Pair 6 Non Investment Grade Amount & Total Amount 9 872 002
(Crore)
. Highest Safety (AAA) Amount & Moderate
Pair 7 Safety(BBB) Amount 9 727 .027
. Adequate Safety Amount(Crore) & Highest Safety
Pair 8 (AAA) Amount 9 .835 .005
Pair 9 ll&IIiIglh Safety(AA) No & Non Investment Grade 9 857 003
ount
Pair 10 Moderate Safety(BBB) No & Highest Safety no 9 -.544 130

Source: SPSS
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This table reveals that the paired samples correlations. There
was a negative moderate relationship existed between the high-
est safety and high safety (AA) . There was a very strong rela-
tionship between the adequate safety (A and moderate safety
(BBB) number. Within the pair 3 also the both variable of net
investment grade and total number was very strongly corre-
lated. In pair 4 also there was a very strong relationship existed
between the highest safety (AAA) amount and high safety (AA)
amount. In the pair 5 there was a very strong relationship ex-
isted between the adequate safety amount and moderate safety
(BBB) amount. The pair 6 also depicted that the there was a very
strong relationship existed between the non investment grade
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amount to total amount there was a moderate relationship ex-
isted between the highest safety (AAA) amount to moderate
safety (BBB) amount, with in the pair 7. The pair 8 consists of
very strong relationship, in the same may there was very strong
relationship existed between the adequate safety amount and
highest safety (AAA) amount. Pair 9 represents that the there
was a very strong relationship existed between the variables of
high safety (AA) number and non investment grade amount, but
there was a moderate negatively correlated between the vari-
ables of moderate safety (BBB) number and highest safety num-
ber. Finally, it can be concluded that all the pairs positively

Table 3 Distribution of Paired Samples Test Regarding Test of Variance in Terms of Number and Amount
Paired Differences
95% Confidence Interval Sig.
Name of Ratings Mean Std'. . Std. Error | ,f the Difference t df (2-tailed)
Deviation |Mean
Lower Upper
Pair 1 |FHighest Safety no - High Safety(AA) - |sa3933 113993002  [4641031  |-101.68903  |112.35569 |.115 |8 |911
pairo |Adequuate Safety(A) No - Moderate | | sacsepol090,80352  [73.60784  |-348.29554  |-8.81557  |-2.426 |8 |.041
Safety(BBB) No
Pair 3 Eﬁﬁl {)’;‘f“ment Grade-No-Total |y 100003 |511.25410  [170.41803  |-1494.98469 |-709.01531 |-6.466 |8 |.000
Pair 4 |Highest Safety (AAA) Amount - High |4 114505 |1 0510685 [41708.64085 |2.15123E5  |4.07484E5 |7.464 |8 |.000
Safety(AA) Amount
. Adequate Safety Amount(Crore) -
Pair 5 |1 rate Safoly(BBB) Amount 1.82470E4 |15391.08783 |5130.36261 |6416.36261  |30077.63739|3.557 |8 |.007
Pair 6 |Non Investment Grade Amount - | o\ ooopsls 0153685 [1.00512E5 |-8.86348E5  |-4.22786E5 |-6.512 |8 |.000
Total Amount (Crore)
. Highest Safety (AAA) Amount -
Pair 7|\ derate Safoty(BBB) Amount 4.17609E5 |1.71918E5  |57306.05561 |2.85461E5  |5.49757E5 [7.287 |8 |.000
. Adequate Safety Amount(Crore) -
Pair 8 |pichost Safety (AAA) Amount -3.99362F5 |1.62861E5  |54286.89521 |-5.24547E5  |-2.74176E5 |-7.357 |8 |.000
Pair9 |High Safety(AA) No - Non Investment | , 4409054 (24779.92195 [8259.97398  |-43856.53416 |-5761.46584 |-3.004 |8 |.017
Grade Amount
Pair 10 ls\’;‘;gt‘;rif Safety(BBB) No - Highest g ooco7p1 34052073 [113.50091  |-169.08766  |354.42099 |816 |8 |438
correlated except pair 1 and pair 10. Pair 3:

Source: SPSS

Paired Samples Test: This table explains that the whether
there was a significant difference between the variables with in
the pair.

Hypothesis 1:
Null Hypothesis (Ho): There is no significant difference be-
tween the highest safety no, and high safety (AA) No.

Alternative Hypothesis (Ha): There is significant difference be-
tween the highest safety number, and high safety (AA) Number.

Analysis: The value of t was 0.115, df=8, p=0.911, hence it can be
concluded that the proposed null hypothesis was accepted and
concluded that there was no significant difference between the
highest safety number and high safety (AA) number.

Pair 2:
Null Hypothesis (Ho): There is no significant difference be-
tween the adequate safety (A) number, to moderate safety
(BBB).

Alternative Hypothesis (Ha): There is significant difference be-
tween the adequate safety (A) number to moderate safety (BBB)
Number.

Analysis: the value of t was -2.426, df=8, p=0.041, and concluded
that the assumed null hypothesis was rejected and inferred that
there was a significant difference between the adequate safety
(A) number to moderate safety (BBB) number.

Null Hypothesis (Ho): There is no significant difference be-
tween the non investment grade number to the total number.

Alternative Hypothesis (Ha): There is a significant difference
between the non investment grade number to the total number

Analysis: The value of t was -6.466,df=8 p=0.000, hence, it can be
concluded that, the assumed null hypothesis was not accepted,
there fore it was concluded that there was no significant dif-
ference between the non investment grade number to the total
number.

Hypothesis 4:

Null Hypothesis (Ho): There is no significant difference be-
tween the highest safety (AAA) amount to the high safety (AA)
amount.

Analysis: The value of t was 7.464, df=8, p=0.000, hence it can be
concluded that the proposed null hypothesis was not accepted,
it concluded that there was a significant difference between the
highest safety (AAA) amount to the high safety (AA) amount.

Hypothesis 5:

Null Hypothesis (Ho): There is no significant difference be-
tween the adequate safety amount to the moderate safety (BBB)
amount.

Alternative Hypothesis (Ha): There is a significant difference
between the adequate safety amount to the moderate safety

(BBB) amount.

Analysis: The value of t was 3.557, df=8, P=0.000, and indicates
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that the assumed null hypothesis was not accepted and conclud-
ed that there was a significant difference between the adequate
safety amount to the moderate safety (BBB) amount.

Hypothesis 6:
Null Hypothesis (Ho): There is no significant difference be-
tween the non-investment grade to the total amount.

Alternative Hypothesis (Ha): There is a significant difference
between the non-investment grade to the total amount.

Analysis: The value of t was -6.512, df=8, P=0.000, and came to
the conclusion that the proposed null hypothesis was rejected
and concluded that there was a significant difference between
the non-investment grade to the total investment.

Hypothesis 7:
Null Hypothesis (Ho): There is no significant difference be-
tween the highest safety (AAA) amount to the moderate safety
(BBB) amount.

Alternative Hypothesis (Ha): There is significant difference be-
tween the highest safety (AAA) amount to the moderate safety
(BBB) amount.

Analysis: The value of t was 7.287, df=8, P=0.000, hence, it was
observed that the assumed null hypothesis was rejected and
concluded that the there was a significant difference between
the highest safety (AAA) amount to the moderate safety (BBB)
amount.

Hypothesis 8:
Null Hypothesis (Ho): There is no significant difference be-
tween the adequate safety (AAA) amount to the highest safety
(AAA) amount.

Alternative Hypothesis (Ha): There is significant difference be-
tween the adequate safety amount to the highest safety (AAA)
amount.

Analysis: The value of t was -7.357, df=8, P=0.000, and concluded
that the proposed null hypothesis was rejected and concluded
that there was a significant difference between the adequate
safety amount to the highest safety (AAA) amount.

Hypothesis 9:

Null Hypothesis (Ho): There is no significant difference be-
tween the high safety (AA) number to the non investments grade
amount.

Alternative Hypothesis (Ha): There is a significant difference
between the highest safety (AA) number to the non investment
grade amount.

Analysis: The value of t was -3.004, df=8, p=0.017, and null hy-
pothesis was rejected, and concluded that the there is a signifi-
cant difference between the high safety (AA) number to the non

+ ISSN No 2277 - 8179
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investment grade amount.

Hypothesis 10:

Null Hypothesis (Ho): There is no significant difference be-
tween the moderate safety (BBB) number to the highest safety
number.

Alternative Hypothesis (Ha): There is a significant difference
between the moderate safety (BBB) number to the highest safety
number.

Analysis: The table reflects that the value of t was 0.816, df=8,
P=0.438, where it came to that the proposed null hypothesis was
accepted and concluded that there was no significant difference
between the moderate safety (BBB) number to the highest safety
number.

Finally it can be concluded that there was a significant differ-
ence between the two variables of all pairs except the pair 1 and
pair 10.

Table 4: Distribution of Paired Samples Statistics of the
Ratings of Corporate Securities
Mean N Std. Std. Error
Deviation |Mean
Total Investment
) Grade NO 1.1020E3 |9 [511.25410 (170.41803
Pair 1 Non Investment
1.0154E3 [9 |1166.69459 |388.89820
Grade-No
. Total Investment
Pair 2 Grade Amount 6.5457E5 (9 |3.01536E5 |1.00512E5
Non Investment 1, 57654 |9 |24880.27504(8293.42501
Grade Amount

Source: SPSS

This table reveals that the paired samples statistics projected
that the total investment grade number was better than the non
investment grade number and the total investment amount bet-
ter than the non-investment grade amount.

Table 5: Distribution of Paired Samples Correlations of Ratings |
Assigned to Corporate Debt Securities.

N [Correlation [Sig.
9 |.837 .005

Total Investment Grade NO & Non
Investment Grade-No

Total Investment Grade Amount &
Non Investment Grade Amount

Source: SPSS

Pair 1

Pair 2

)

.852 .004

This table shows that the paired sample correlation, and con-
cluded that there was a very strong relationship between the to-
tal investment grade number to the non investment grade num-
ber, and also concluded that there was a very strong relationship
between the total investment grade amount to noninvestment
grade amount.

Table 6: Distribution of Paired Samples Test of Ratings Assigned to Corporate Debt Securities to Test of Difference Between the

Variables.
Paired Differences
Std. Std. Error 95.% Confidence Interval of the | df Sig, (2-tailed)
Mean L. Difference
Deviation |Mean
Lower Upper
Pair 1 | Total Investment Grade NO ¢ ooo06ry 179009142 [263.43047  |-52091620  |694.02732 329 8 751
- Non Investment Grade-No
Total Investment Grade
Pair 2 |Amount - Non Investment |6.29489E5 |2.80649E5 |93549.55591|4.13763E5 8.45214E5 6.729 8 .000
Grade Amount

Source: SPSS
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This shows that the to test whether there was a significant dif-
ference between the variables of total investemnt grade number
to the non investment grade number and total investment grade
amount to the non investment grade amount.

Hypothesis 1:
Null Hypothesis (Ho): There is no significant difference be-
tween the total investment grade number to the non-investment
grade number.

Alternative Hypothesis (Ha): There is a significant difference
between the total investment grade number to the non-invest-
ment grade number.

Analysis: This table reflected that the value of t was 6.729, df=8,
P=0.751, hence it can be concluded that the proposed null hy-
pothesis was accepted and concluded that there was no signifi-
cant difference between the total investment grade number to
the non investment grade number.

Hypothesis 2:
Null Hypothesis (Ho): There is no significant difference be-
tween the total investment grade amount to the non-investment
grade amount.

Alternative Hypothesis (Ha): There is a significant difference
between the total investment grade amount to the non-invest-
ment grade amount.

Analysis: This table reflected that the value of t was 0.329, df=8,
P=0.000, hence it can be concluded that the proposed null hy-
pothesis was not accepted and concluded that there was no sig-
nificant difference between the total investment grade amount
to the non investment grade amount

Findings of the Study:

1. The study concluded that there was no significant difference
between the highest safety number and high safety (AA)
number.

2. The study inferred that there was a significant difference
between the adequate safety (A) number to moderate safety
(BBB) number.

3. The study concluded that there was no significant difference
between the non investment grade number to the total num-
ber.

4. The study witnessed that that there was a significant differ-
ence between the highest safety (AAA) amount to the high
safety (AA) amount.
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5. The study also came out with the there was a significant
difference between the adequate safety amount to the moder-
ate safety (BBB) amount.

6. The study confirmed that there was a significant difference
between the non-investment grade to the total investment.

7. The study also observed that that the there was a significant
difference between the highest safety (AAA) amount to the
moderate safety (BBB) amount.

8. The study concluded that there was a significant difference
between the adequate safety amount to the highest safety
(AAA) amount.

9. The study observed that the there is a significant difference
between the high safety (AA) number to the non investment
grade amount

10.The study also concluded that there was no significant dif-
ference between the moderate safety (BBB) number to the
highest safety number.

11. The study also came out with there was no significant differ-
ence between the total investment grade number to the non
investment grade number.

12. The study observed that there was no significant difference
between the total investment grade amount to the non in-
vestment grade amount

Suggestions and Conclusion: The study found that high-
est safety security(in terms of number) better than that of
the high safety (AA) number, moderate safety (BBB) number
of instruments> adequate safety number of instruments, to-
tal number>non Investment grade no, highest safety (AAA)
amount> high safety (AA) amount, adequate safety amount>
moderate safety, total amount >non investment grade, highest
safety (AAA) amount>moderate safety (BBB) amount, adequate
safety amount> highest safety amount non investment grade
amount > high safety (AAA) number and the moderate safety
(BBB) number> highest safety number. The study also concluded
that most of the cases the variables highest safety in terms of
number to high safety (AA) in terms of number and moderate
safety (BBB) number and the highest safety number. The study
also observed that the there was significant differences between
two variables of corporate debt securities, except in the case of
highest safety number to the high safety (AA) number. The study
also come out with the there was a significant difference be-
tween the total investment grade amount to to the non invest-
ment grade amount, but there was no significant difference be-
tween the total investment grade number to the non-investment
grade number.
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