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The Nature and Reliability of the Equity Rating

KouJr Nisuik1, ! Akira Katof! and Korcur Mryazakif!

Equity rating is one of the investment information on equities. Recently,
the equity rating gains popularity among individual and institutional investors.
However, there are quite a few literatures that examine the nature and relia-
bility of the equity rating. It cannot be said that it is enough to use as actual
investment information. Thus, this research statistically shed some light on
them. First, we examin whether the higher rating produces the higher extra
return. Second, from a viewpoint if rating is determined depending on history
of equity dynamics, we reveal how they affects the analyst’s rating decision.
Lastly, as the approach of the improvement in the nature, we clarify the rela-
tion between the number of the rating agencies and the precision of the ratings.
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Fig.4 The test statistics for the difference in the population mean of the 4-period excess return
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Fig.6 The test statistics for the difference in the population mean of the past 1-period excess return
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