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[Abstract]

The Effects of Asset Opacity on Rating Splits

Dae-Keun Park® - Myung-Ho Park** - Jeongsun Yun®**

This paper investigates whether and how asset opacity of a firm issuing corporate
bonds affects rating splits when the credit rating agencies have incentives to conform
their ratings. We find that the effects of asset opacity on the probability of rating split
depend on the probability of the bankruptcy of the firm under consideration. Firstly,
the asset opacity decreases the probability of rating split. On the other hand, however,
this negative relationship disappears or even reverses for firms with high credit risk.
This result is consistent with the hypothesis that while asset opacity induces the
herding behavior among the credit rating agencies, the incentives decrease as the

probability of the bankruptcy increases.
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