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Abstract

Abstract

With the development of the bond market in our country, more and more
companies get into the bond market to issue credit bonds, more and more individual
investors are invited into the bond market. Lacking professional knowledge, they are
more dependent on credit rating from the rating agencies to judge the default risk of a
company. It makes credit ratings more and more important in our country. Excellent
managers can make an impact on performance of the company through investment,
research and risk taking. Managerial ability affects corporate performance, and then
influences corporate default risk, thus affect bond rate, this paper studies the influence
between managerial ability and credit rating of a company. Furthermore, we also
study the relationship between managerial ability and credit rating under two different
conditions. The two conditions are information asymmetry and the reputation of
rating agency .

We select public companies that have credit rating in 2010-2014 to establish our
sample and study the relationship between managerial ability and credit rating. Our
main results are as follows: (1) The managerial ability will affect credit rating,
companies who have high managerial ability will get higher credit ratings; (2) Under
the condition of information asymmetry, the rating agencies cannot understand the
company completely, companies with high information quality can reduce the
information asymmetry between the rating agencies, thus companies with higher
information quality and managerial ability will get higher credit ratings; (3) The
reputation of the rating agencies will affect the, rating agencies with high reputation
will have higher rating quality, they will be more comprehensive and want consider
all factors that will affect the default risk when they give companies credit ratings,
thus they will take managerial ability into consideration, they will not cater to the
companies that issue bonds; on the contrary, low reputation rating agencies will cater
to companies that issue bonds in order to expand market share and will ignore the
managerial ability.

Keywords: Managerial ability; Credit rating; Information asymmetry
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