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Rajesh Mamilla (India), Mehul Mehta (India), Abhijay Shukla (India),
Piyush Agarwal (India)

A STUDY ON ECONOMIC
FACTORS AFFECTING CREDIT
RATINGS OF INDIAN
COMPANIES

Abstract

The objective of the research carried out is to understand the impact of selected eco-
nomic variables (such as Crude Oil Price, GDP, Industrial Production, Exchange Rates,
and Inflation) on credit rating of Indian companies.

The sample comprises of 120 rating observations during the period 2012-2016 for a
total of 24 companies of India.

Measurement of central tendency — descriptive statistics is used where credit rating
is used as dependent variable and five economic factors viz. Crude Oil Price, GDP,
Industrial Production, Exchange Rates, and Inflation as the independent variables.

Results from the analysis indicate that the credit rating responds in both linear, as
well as nonlinear manner, to selected economic factors. Economic factors such as GDP,
Industrial Production, and Exchange Rates have a linear relationship to credit rating,
whereas Crude Oil price and Inflation have a non-linear impact upon the credit rating.

Keywords credit rating, Crude Oil Price, economic factors,
Exchange Rates, GDP, Industrial Production, Inflation
JEL Classification  E31, G24, E51

INTRODUCTION

In financial markets, a major role is played by credit rating agencies
(CRAs), which help to improve the creditworthiness of the companies
or countries by reducing the asymmetry in information lying between
the lenders and investors, as well as the issuers. CRAs actually have
the specialization by means of which they can tell about the credit-
worthiness of corporates just by analyzing and evaluating the debt
securities. With the evolution of time and changes brought in finan-
cial infrastructures, CRAs are becoming more and more important
for managing the credit risks faced by corporates. For a country like
India, CRAs are gaining huge importance, especially in India in order
to assess the soundness of different entities like corporations, banks
and governments that had tried to raise funds by issuing debt. The
decisions taken by such organizations can affect the economy dras-
tically. Most decisions taken by the corporates are dependent on the
ratings assigned to them by these agencies, since it helps in predicting
the probability of defaults a company can make. S&P is one of the top
global rating agencies. In fact, because of the same ability of predict-
ing the default excellently, CRAs play a vital role in fashionable money
markets. One in all the highest international rating agencies — S&P
- has outlined credit rating as “the opinion of a rating agency concern-
ing the power and disposition of the institution could also be a corpo-
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ration/firm or state or town government to satisfy its money obligations fully and on time” (Standard
and Poor’s [S&P], 2010). In simple terms, it can be said that it is the ability of a borrower who has taken
a credit to payback its principal and interest if they are failing due (K. Kaur & R. Kaur, 2011). The rat-
ings actually become important data to the investors and lenders because of the superiority it holds, as
well as because of the price factor, which is quite low. Hence, CRAs play a crucial role in developing the
capital markets because of the reliable opinion about the default probability of the institutions offered by
them. Today, for conducting most of the studies in the money market, researchers are using credit rat-
ings as a proxy live (Murcia et al., 2014). Going ahead, most of the analysis, which has been done so far,
is based on the data provided by international credit agencies, which are approved as across the country.
These are nationally recognized statistical rating organizations (NRSROs) by the U.S. Securities and
Exchange Commission (SEC) and most of the ratings are provided by large three institutions, i.e., S&P,
Moody’s and Fitch group. However, there are just few analyses, which have been performed from the
ratings, which are provided by agencies, which are not recognized as NRSROs. Hence, the current study
conjointly gains connection, because it takes into account the ratings appointed by prime three Indian
credit rating agencies viz. Credit Rating Information Services of India Ltd. (CRISIL), Credit Analysis
and Research Ltd. (CARE) and Credit Rating Agency of India Ltd. (ICRA) to know the impact of eco-
nomic variables on credit ratings of selected Indian companies.

Using a detailed literature review and the availability of the data, five economic factors are chosen, an
attempt was made to analyze the effect of those factors on credit ratings for which descriptive analysis is
performed to understand the results. Using trend analysis, linear and non-linear relationship is identi-

fied among microeconomic factors and credit ratings assigned to the company.

1. REVIEW OF LITERATURE

By assigning ratings to the companies the ratings
agencies used to study various factors, which can
affect the performance of the company, like risk
factors (market share, innovation level, diversifi-
cation, competition, etc.), factors related to man-
agement (quality, management and risk appetite
to the management, etc.) and accounting factors
(leverage, profitability, liquidity, etc.) (ICRA, 2009;
Ministry of Finance, 2009). There are various al-
ternative factors identified by Bhalla (2008) and
Kumar and Rao (2012) like the worth of assets
pledged as collateral security, earning capability
and future money flows’ stability of company, di-
rectors and expertise of staff of the company, track
record of promoters, etc. that are considered by
rating agencies for assigning credit rating to cor-
porations or their instruments.

During the same time, some of the financial re-
searchers tried to find out the impact of non-finan-
cial determinants on credit rating agencies. The fac-
tors which cannot be expressed in monetary terms
and which cannot be obtained from the financial
statements for an entity are known as non-financial
factors. Non-financial factors are considered to be
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leading indicators for better financial performance
in future, which can contribute largely by forecast-
ing the quality of borrower’s quality accurately. The
credit rating will be high if the non-financial indica-
tors are better for the corresponding entity. Market
share is actually one of the non-financial factors,
which is used for assigning rating to the bank’s in-
ternal credit, as well as to predict the probability
of default, but it is considered as highly significant
factor. Grunert, Norden, and Weber (2005) analyz-
ed market share as one of the non-financial input to
the bank’s internal credit ratings in forecasting the
future default events and found it as a positive but
insignificant factor. A positive and insignificant re-
lationship exists between the ratings to the corporate
and corporate governance existing there (Murcia et
al., 2014). Innovation is positively correlated to the
ratings assigned to the company (Czarnitzki & Kraft,
2004; Al-Najjar & Elgammal, 2013). But too many in-
novations can also reduce the ratings of the company
because of increased probability of failures. Further
studies concluded that internationalization of credit
ratings is also positively and significantly correlated
to the ratings assigned to the company (Murcia et al.,
2014). Firms which have good social performance
have good credit ratings (Attig et al., 2013). The vari-
ation in different microeconomic factors has its own
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Figure 1. Conceptual model

effect on the profitability of the company. A shock
in oil price fluctuation has resulted in both direct
and indirect effect on bank profitability, which was
channelled through institutional and microeconom-
ic variables that are too country wise (Ibrahim, 2019).
From the literature review, it is observed that limited
studies have taken place on financial variables, few
studies were done on non-financial variables, as well
as combination of both financial and non-financial
determinants impact on credit ratings, but in the re-
search done on non-financial determinants impact
on credit ratings, no one considered economic var-
iables. Hence, in the present research, an attempt
is made to know the impact of selected economic
variables (such as Crude Oil Price, GDP, Industrial
Production, Exchange Rates, and Inflation) on credit
rating of Indian companies.

Based on the literature review and the availability
of data, the following objectives and hypotheses
are developed.

Objectives of the study

Since, majority of the studies previously revolved
around the financial factors affecting the credit
ratings of the companies in which various models
and methodologies were discovered to understand
the results.

The major objective of this study is to understand
the macroeconomic factors affecting the credit rat-
ings of Indian companies. The whole study is done
for Indian companies because of the availability of
the data about macroeconomic factors for India.
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Hypotheses

H .

¢ Thereisnorelationship between change in GDP

and credit ratings assigned to the company.

H .

. Ihere is no relationship between change in

Inflation and credit ratings assigned to the
company.

There is no relationship between change
in Exchange Rates and credit ratings of the
company.

03"

There is no relationship between change
in Crude Oil Price and credit ratings of the
company.

04"

There is no relationship between change in
Industrial Production and credit ratings as-
signed to the company.

05

Theoretical model

The model explains the impact of economic fac-
tors on credit ratings of various Indian companies.

2. METHODOLOGY

Measurement of central tendency - descriptive
statistics was used on a multidimensional da-
ta (i.e., data for different time periods) collected
from the annual reports of the company, where
credit rating is taken as dependent variable and
five economic factors, i.e., Crude Oil Price, GDP,

http://dx.doi.org/10.21511/imfi.16(2).2019.27
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Industrial Production, Exchange Rates, and
Inflation as the independent variables.

3. DATA AND SAMPLE

In an order to carry out the present study, so that
objectives set can be achieved, credit ratings of
Indian companies is taken into consideration for
the time period 2012-2016, which were taken from
their respective annual reports, as well as from the
websites of CRISIL, ICRA and CARE. The annual
report of the company is the most important source
of the database. These agencies are considered as
the major credit rating agencies in India sharing
majority of the total market share (Suresh & Paul,
2010). Moreover, these organizations are well recog-
nized and they are approved by the Securities and
Exchange Board of India (SEBI), as well as Reserve
Bank of India (RBI), and both the institutions use
the ratings provided by these agencies for various
regulatory purposes (Kumar & Rao, 2012). The rat-
ings have been divided into eight categories as de-
scribed in Table 1.

Table 1. Ratings based on various credit agencies

Ratings Meaning
LCRISILAAA i Highest safety
LoHighsafety L
....Adequately safe

.. Moderatelysafe
.....Moderate risk

....\Very high risk
Default

During the period of study, the relevant data were
available for 24 Indian companies with 120 rating
observations.

Table 2. Encapsulated data

Years GDP ER
2012 L2599 1335441 110587
2013 64 . 605 ¢
2014 T8 6114
2016 STl : 6707
Descriptive analysis
Mean 69 692 38 6L72 6717
Minimum 55 5441
Maximum : 67.07
Median 6114

Standard deviation 495

i 24.49

Variance

http://dx.doi.org/10.21511/imfi.16(2).2019.27

4. ANALYSIS AND
INTERPRETATION

Financial markets are an intermediary, which
plays a huge role for the functioning of any market
economy. They are the connecting points, which
help the savers and investors to mobilize the cap-
ital so that it can be allocated efficiently between
the competing firms. Today, rating has become
a simple tool based on which investors are suc-
cessfully differentiating between various availa-
ble debts instruments on the basis of their credit
quality. Today, investors are using the credit rat-
ings as a yardstick to measure the inherent risk
in the instrument offered by the company. Credit
ratings are concerned with pre-estimating the re-
payment capacity and ability of the borrower for
a particular debt planned to be raised. Credit rat-
ings are the opinions of the agencies about the fact
that how capable a firm is in meeting its debt ob-
ligations. A rating is provided by doing a detailed
objective analysis of the information available and
the clarifications provided by the lender, as well as
the other sources, which the agencies considered
to be reliable. There are various factors impacting
the credit ratings like the position of issuer firm
as compared to its peers, various industry char-
acteristics, management quality, and operational
efficiency, commitment to new products and other
associate companies and funding policies of the
issuer. A plethora of studies have been conducted
and it has been inferred that macroeconomic var-
iables will impact the sovereign bond’s ratings in
emerging’s markets. The macroeconomic factors
are not considered to be important, but this study
extends the macroeconomic factors to study the
impact of change in macroeconomic factors on
ratings assigned to companies.

Field = GDP

Statistical tool = measurement of central tendency
> descriptive statistics = Average

If an economy is growing at the positive rate, then
it will result in reduction of the debt burden. Other
than that it will also solve the insolvency problems.
If the economy is growing in positive direction at
a high rate, so it is a good sign for the firms to
improve their bottom lines, i.e., their profitabili-
ty. So in order to identify a pattern from encapsu-
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lated data set, descriptive statistics is used. And it
can be clearly identified that the average of GDP
is 6.9 (nominal). Further, a clear trend could be
found, as and when GDP breaches the aforemen-
tioned average GDP the credit rating also changes
favourably, though few exceptions are there. So if
there is a growth observed for a period it suggests
that there are lower chances of bond degradation
for that period.

Rational = A GDP increase means that more and
more produce is being produced. More production
implies more consumer consumption, which
indicates more purchase power and more output.
So with an increase in GDP average for the period
2014-2016, the credit ratings for various compa-
nies increase in a favorable manner, except for few.
For the given period, a trend has been observed
how the rating is changing with the change in
GDP. Majority of the companies, which belong to
manufacturing sector, are actually showing posi-
tive trend with an increase in GDP for the given
timeline.

Based on the trend studied, we can reject the hy-
pothesis and infer the fact that there is linear rela-
tionship between GDP and credit ratings assigned
to the company.

Table 3. Impact of GDP on credit ratings of select
companies during the study period

Fields/companies | Trend observed | Rating

Atul Auto o Positive : From A—to A
M&Mm oo Positive From AA+ to AAA
SARAC Nggﬁt‘ral to posiﬁv'gw From BBB+ to A—
TsL e Positive From A—to AA—
o Negative From AA+ to AA—
BOL Negative From AAA to AA+
KMB ,F",(‘),‘S,‘i,“tive to neutr?!w FromtgAAtAo AAA
cgc Negative From AA+to AA
ABFL Positive From AA to AA+
Muthut Negative : From AéAB_Btf AAto
TPSS Positive From A to A+
HfML 0 Negative From BB to B
™ Positive From AA-to AA
MPL Positive From AA-to AA
ASHOK & Positive From A to A+ to AA
Escorts &+ Positive From BBB to BBB+
Bajaj Positive : From AAA;;O AAto
Rest “Sctected” -
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Field = Inflation

Statistical tool = measurement of central tendency
> descriptive statistics = Minimum ¢ Average

The pricing of corporate bond is multivariable,
dynamic process in which there is always a com-
peting pressure. Investment returns are affected
by the inflation, usually with the inflation the re-
turns get reduced, hence, its understanding be-
comes very important. Usually, when the econ-
omy grows, the demand starts increasing and it
gets outstripped by the supply of the goods and
ultimately the prices for the goods increase lead-
ing to inflation. It becomes a major threat to the
investors, since it affects the savings and decreases
the returns generated from an investment. Every
investor who makes investment aims to increase
their purchasing power for the long term. But their
aim is kept at risk when inflation starts increas-
ing, as investment returns have to be kept in pace
with the rate of inflation so that they can increase
their purchasing power. Hence, inflation poses a
serious threat to the credit ratings and corporate
bond yields.

Taking reference from the encapsulated data set, it
can be clearly inferred that the average of Inflation
is “6.92” for the time period 2012-2016, whereas
the minimum value is “4.5”. A clear trend could be
found after observing the data carefully as when
Inflation is lowest of all the years, the credit rating
of the companies also changes favorably, though
few exceptions are to be found out.

Rational = Inflation can be explained as a rel-
ative increase in final consumption price of a
commodity in relation to previous four quarters.
Inflation increases because of various factors, but
one among them is that because of downgrade of
India’s credit rating, which means that India has
to pay more of risk default premium for its bor-
rowing, and in order to compensate the aforemen-
tioned dilemma, it increases the natural direct tax,
which in return chokes the floating currency at the
hands of the consumer. So in relation as and when
inflation goes above the average, a natural phe-
nomenon, a decrease in rating, can be subsumed.
A generalization can be obtained from the above
result and is that lower the inflation for a particu-
lar period, the higher will be the credit rating that

http://dx.doi.org/10.21511/imfi.16(2).2019.27
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can be achieved by the company. Table 4 is com-
pletely revealing the result about how the credit
ratings care changing for the companies with the
decrease in inflation for the given time period. A
close observation of the data is indicating the fact
that credit rating is actually improving with a de-
crease in inflation. The last column indicates the
change in credit ratings of companies when the
inflation value is 4.5 in the year 2016.

So based on the trend observed, it can be clear-
ly identified that we can reject the hypothesis and
infer that an inverse relationship exists between
change in inflation and credit ratings assigned.

Table 4. Impact of Inflation on credit ratings
of select companies during the study period

cofllﬂl‘:)lgz{es ol;rs:‘gp\;jed Rating @ 4.5
Al Positve A@4S
M&M Positive From AAA to AA+/AAA@ 4.5
(SARAC Positive
JTSL Positive
L Negative
BOI . Negative
Kms . Negative
OBC . Negative
ABFL .. Positive
Muthut Negative
TPSS Positive
ML Negative
w ot o
B Positive
ASHOK Positive
Escorts Positive
Bajaj_ . Positive .
—

Field = Exchange Rates

A change in credit rating of a company changes
the yield of the corporate bond company offers.
Generally, the higher the credit ratings of the com-
pany, the lower the interest rate the company of-
ters. Fluctuations in Exchange Rates create much
deeper and broader indirect effect impacting the
most important aspects of economy for both short
and long periods of time.

A change in Exchange Rates will bring chang-
es in inflation, then interest rates and finally on
savings and loans. For a country whose domestic
currency is weak, it can increase the inflation rate

http://dx.doi.org/10.21511/imfi.16(2).2019.27

for the nation if it is a big importer, also because
of the fact of higher prices of foreign products. As
a result, the central bank takes various counter-
actions to decrease the inflation, like they raise
the interest rates in order to support the currency;,
which helps in preventing it from plunging sharp-
ly. If a company is operating in more than one na-
tion, the result will be that it must be “translated”
from foreign currencies to home currencies. The
fluctuations in exchange rates make the forecast-
ing of financial systems difficult for such kind of
companies, which create a marked effect on unit
sales, price and costs. A depreciation in the home
currency due to fluctuation in Exchange Rates has
huge effect on the transaction of the business. This
will entirely affect the credit rating of the company.

Statistical tool = measurement of central tendency
> descriptive statistics = Standard Deviation and
Maximum

Taking reference again from the encapsulated da-
ta set, a peculiar pattern can be identified whereby
as and when the Exchange Rate swivels around the
optimum range of standard deviation from 56.76
to 66.66, credit rating stabilizes to a certain extent,
further a movement of either of the directions could
be observed as and when this standard deviation
range is breached. Further, when maximum quote
is indicated, a favorable change can be observed as
the credit rating also hits its highest rating.

Rational = Exchange Rates Here we are assum-
ing and correlating it to Dollar to Rupiah, i.e., an
indirect quote (one unit of foreign currency = “X”
units of home currency) to that of exports. This
indicates more inflow of money. If the trend is ob-
served carefully, a stability is observed when the
exchange rate is found to be 67.07.

Table 5. Impact of Exchange Rates on credit ratings
of select companies during the study period

c oﬂ%g;{ es Trend observed RaGt;':'o%@
Atul Stable (@A-) & Positive A
M&M AAA
SARAC A
TS AA-
IDBI AA-
BOl . AnY
KmB AA
OBC Stable (@AA+) &Negative AA
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Table 5 (cont.). Impact of Exchange Rates on credit
ratings of select companies during the study period

coﬂﬂg:{ es Trend observed Raet;':'o%@

ABFL Stable (@AA+) & Positive AA +

Wt Sable @A) g Nt 806s
TPSS Stable (@ A) & Positive A+
T Siable (08 & Negatve
table (@AA) & Positi AA

able (@AA-) & Posi AA

Positive AA

Positive A—

i Stable (@AA) & Positive AAA

No anomaly detected

Field = Crude Oil Price

For big oil and gas companies, when the discounts
for their product continue, a huge downgrading in
their credit score is observed. And such kind of de-
grading actually affects the company’s future abili-
ty to generate funds and their ability to service the
debts. All these things hence ultimately put a lot of
pressure on the cash flows generated by the compa-
ny and lastly on the credit ratings allotted to them.
A common effect of the decrease in oil prices on the
company is the risk of assets impairment. If the fore-
casted prices are low, it means producers are expect-
ing lower profits from the assets. Finally, it will cre-
ate a huge impact on the value of asset and in case
if the value carried on balance sheets is not recov-
ered, then there are chances of writing off the assets.
Possibilities of knocking on effects will also exist.

It becomes difficult to judge the present value of
assets for various investment decisions or acqui-
sition if prices are changing rapidly for the oil. A
collapse observed in oil prices will generate huge
uncertainty, which can be seen in the credit rat-
ings given to the company.

Statistical tool = measurement of central tendency
> descriptive statistics = Maximum

Referring to the data set, a pattern can be identi-
fied whereby Credit rating has an inverse relation
to the maximum of Crude Oil Price, i.e., 105.5.
That implies that when the oil price, which is usu-
ally expressed in terms of Dollar for Barrel, strikes
maximum in their value for the given time period
2012-2016, the credit rating shrinks of the compa-
nies shrink to the minimum.

332

Rational = High oil prices is good news for some
industries. Positive and negative effects both can
be felt in the economy, but they will definitely
benefit the petroleum businesses. Now if the data
are observed carefully, it can be clearly inferred
that for all the automobile companies the credit
ratings has actually shown an upward trend with
the decrease in oil price, whereas for the finan-
cial companies, the trend is found to be com-
pletely reversed. The above phenomena can usu-
ally be attributed to the simple fact of decrease in
demand of various produce, which are in close
connection to oil, say, automobile, among others.
Usually when the price of oil drops, the demand
for automobiles increases, hence, there is an in-
crease in profitability of the companies and final-
ly improvement in the credit ratings of the com-
panies. Whereas one of the possible reasons for
the decrease in credit ratings of financial com-
panies is their involvement in hedging process,
which seems to be not profitable for the company
at the end of financial year due to decrease in oil
pricing.

So a decrease in oil price results in decrease in
credit rating of companies, hence, the hypothesis
framed can be rejected because of the trend.

Table 6. Impact of Crude Qil Price on credit ratings
of select companies during the study period

Fields/companies | Trend observed : Rating @ 105.87

Atul Positive A-
MaM AA+
SARAC BBB
TSL A """
DBl AA+
BOl AAA
kme AA
osc AA
ABFL AA+
Muthut AA—
PSS A—
HEML B """
™ AA—
e AA—
ASHOK A—
Escorts BBB
Bajaj AAf
sy -

http://dx.doi.org/10.21511/imfi.16(2).2019.27
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Table 7. Impact of Industrial Production on credit ratings of select companies during the study period

Fields/companies

Trend observed

Rating @ 105.87

At oo

Positive A

M&M

SARAC

TsL T

IDBI

BOI

KMB

OBC

ABFL

Muthut

TPSS . .

HFML

™

nWeL

ASHOK

Escorts

Bajaj

Rest

No anomaly detected —

AAA

Field = Industrial Production

Statistical tool = measurement of central tendency
> descriptive statistics = Maximum

Industrial Production measures the output generat-
ed by the industrial sector of any nation. Various
kinds of activities are a part of this sector like man-
ufacturing, mining and utilities. It measures the
change in the production of basket of industrial
products during a given time period, compared
to base year. It has become an excellent indicator
of industrial activity, which indicates the corpo-
rate earnings, as it measures the production and it
translates into sales and revenue for the companies.
Hence, for forecasting the future GDP and the per-
formance of our economy, industrial production
plays a crucial role. Central banks are even using IP
for measuring the inflation, as the higher the IP, the
higher the consumption and then the higher will be
the inflation. Since credit rating agencies are rating
different debt instruments based on their ability to
repay and financial liquidity. For this credit rating

agencies, large number of economic and other ra-
tios is utilized. The economy bears the main burden
of financing, and hence a huge weightage is given to
industrial production.

Referring to the data set, we can yet again clear-
ly identify a pattern whereby credit rating has a
direct relation to the Maximum of industrial pro-
duce, i.e. 5. That implies that the higher the indus-
trial produce, the better the credit rating.

Rational = the above phenomena can usually be
attributed to the simple fact that consumption has
a direct relation to production. All the companies
related to production sector are observed to be
having a positive trend, and the reason being the
improvement in index of industrial production
with time. And hence with an improvement in in-
dex value, the rating is also improved. The Table 7
indicates the change in trend with the change in
index value and the last column of the same table
gives the rating value for the company when the
index value is maximum.

CONCLUSION

This study is done to analyze the relationship that exist between the fluctuations observed in credit rat-
ings due to changes brought in macroeconomic variables for an emerging market. The objective of this
research was the examination of the relationship between credit ratings and various economic factors
for the time period 2012-2016. Through this study, it can inferred that macroeconomic variables will

impact the credit ratings of the companies.

http://dx.doi.org/10.21511/imfi.16(2).2019.27
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So far, no attempt has been made specifically with respect to Indian companies where a trend to identify
the impact of macroeconomic factors on the credit ratings. Individually, there are various studies done
before where macroeconomic factors were observed to affect the financial performance of companies
impacting the productivity ultimately, so it’s completely a novice attempt based on the trend patterns
of the companies. However, the result varies due to different structure of individual factor. Out of five
economic factors, the results from the analysis indicate that the credit ratings responds in both linear,
as well as nonlinear manner, to certain economic factors. The economic factors such as GDP, Exchange
Rate, and Industrial production have a linear relationship to credit rating, where as other factors have a
non-linear impact upon the credit rating. So, it suggests that oil price and inflation can downgrade the
company’s performance and ultimately decreases the credit ratings.

This study even provides useful insights for the firm to take appropriate measures in an order to avoid
the downgrading of credit ratings due to change is macroeconomic environment of the nation. Using
this study, an investor can proactively implement his investment strategies to get good returns consid-
ering the effect of changes brought in macroenvironment.

LIMITATIONS AND SUGGESTIONS

Because of the non-availability of data, the study is restricted only to Indian companies.

Again due to data constraints of five economic factors for a specific time period, this study was done

for the period 2012-2016.

Hence, a novice approach can be made by collecting the data for companies present in other coun-
tries and that also for longer time period, which can provide better insights to the readers.

W., & LaFond, R. (2006). The

334

2004i11p2565-2573.html

Adams, M., Burton, B., & effects of corporate governance 8.  Czarnitzki, D., & Kraft, K. (2004).
Hardwick, P (2003) The on firms’ credit ratings_ ]ournal of Innovation indicators and
determinants of credit ratings in accounting and economics, 42(1-2), corporate credit ratings: evidence
the United Kingdom insurance 203-243. https://doi.org/10.1016/j. from German firms. Economics
industry. Journal of Business jacceco.2006.02.003 Letters, 82(3), 377-384. https://doi.
Finance & Accounting, 30(3-4), org/10.1016/j.econlet.2003.09.016
_ . ; Attig, N., El Ghoul, S., Guedhami,

539-572. https://doi. o iSuh J. (2013). Corporate 9.  Fernando, A. C. (2012). Corporate
org/10.1111/1468-5957.00007 . ) \o2). LLotporat Governance: Principles, Polices

B social responsibility and credit .
Al-Najjar, B., & Elgammal, M. - . and Practices (2nd ed.). Pearson
M. (2013). Innovation and ratings. Journal of business Education India.
cre.t dit rati;l s does it matter? ethics, 117(4), 679-694. Retrieved

oS, . s from https://link.springer.com/ar- ~ 10. Griffith-Jones, S., Ocampo, J. A., &
UK evidence. Applied Economics . Stiglitz, J. E. (Eds.) (2010). Ti
Letters, 20(5), 428-431. https:// ticle/10.1007/s10551-013-1714-2 1ghtz, J. E. S. - Lime

etters, 20(5), 428-431. https: for a visible hand: Lessons from

d01.org/10.1080/13504851.2012. Bhalla, V. K. (1994). Foreign the 2008 World Financial Crisis.
709589 Investment and New Economic Oxford University Press.
Aman, H., & Nguyen, P. (2013). Theory. New Delhi: Anmol 11. Grunert, ], Norden, L., &
Does good governance matter to Publications Private Limited. Weber, M. (2005). The role of
debt.hold.ers? Evidence from the Cantor, R. (2004). An non-financial factors in internal
credit ratllngs of ]apz'inese ﬁrrr.ls. introduction to recent research on credit ratings. Journal of Banking
Resear.’ch in International Busmess. credit ratings. Journal of Banking & Finance, 29(2), 509-531.
“"d/il)”fglcg’/_29_1)1;1-230415118?3:(/)/2(101- and Finance, 28(11), 2565-2573. https://doi.org/10.1016/j.jbank-
orgiit: J-ribat o Retrieved from https://ideas. fin.2004.05.017
Ashbaugh-Skaife, H., Collins, D. repec.org/a/eee/jbfina/v28y- 12. Gupta, R., & Sharma, S. (2017).

Non-Financial Determinants of

http://dx.doi.org/10.21511/imfi.16(2).2019.27



13.

14.

15.

Corporate Credit Ratings. Int. J.
Eng. Technol. Sci. Res, 4, 412-415.

Ibrahim, M. H. (2019). Oil

and macro-financial linkages:
Evidence from the GCC
countries. The Quarterly Review
of Economics and Finance, 72,
1-13. https://doi.org/10.1016/j.
qref.2019.01.014

ICRA (2009). Rationale Reports.
Retrieved from www.icra.in/
Rationale/Index

Kaur, K., & Kaur, R. (2011).
Credit Rating in India: A Study
of Rating Methodology of
Rating Agencies. Global Journal
of Management and Business
Research, 11(12), 63-68.

http://dx.doi.org/10.21511/imfi.16(2).2019.27

16.

17.

18.

Investment Management and Financial Innovations, Volume 16, Issue 2, 2019

Kumar, K. V., & Rao, S. H. (2012).

Credit Rating-Role in Modern
Financial System. International
Journal of Marketing, Financial
Services & Management
Research, 1(8), 126-138.

Murcia, E C. D. S., Dal-Ri
Murcia, E, Rover, S., & Borba, J.
A. (2014). The determinants of
credit rating: Brazilian evidence.
BAR-Brazilian Administration
Review, 11(2), 188-209. Retrieved
from http://www.scielo.br/sci-
elo.php?script=sci_arttext&pid
=S1807-76922014000200005

Natarajan, K., & Gordon, E.
(2009). Financial Markets and
Services. Himalaya Publishing
House.

19.

20.

Papaikonomou, V. L. (2010).
Credit rating agencies and

global financial crisis: Need for

a paradigm shift in financial
market regulation. Studies in
Economics and Finance, 27(2),
161-174. https://doi.
org/10.1108/10867371011048643

Suresh, Padmalatha and Paul,
Justin. (2010). Management of
Banking and Financial Services
(582 p.) (2nd, ed.). Dorling
Kindersly (India) Private
Limited. Retrieved from https://
www.oreilly.com/library/
view/management-of-bank-
ing/9788131774984/

335



	“A study on economic factors affecting credit ratings of Indian companies”

