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ABSTRACT

| examine a dataset of both quantitative (hard) adjustments to firms' reported U.S. GAAP
financial statement numbers and qualitative (soft) adjustments to firms' credit ratings that
Moody's develops and uses in its credit rating process. | first document differences between
firms' reported and Moody's adjusted numbers that are both large and frequent across firms.
For example, primarily because of upward adjustments to interest expense and debt

attributable to firms' off-balance sheet debt, on average, adjusted coverage (cash flow-to-debt)

ratios are 27 percent (8 percent) lower and adjusted leverage ratios are 70 percent higher than

the corresponding U.S. GAAP ratios. | then find that Moody's hard and soft rating adjustments

are associated with significantly higher credit spreads and flatter credit spread term structures.

Overall, the results indicate that Moody's quantitative adjustments to financial statement
numbers and qualitative adjustments to credit ratings enable it to better capture default risk,
consistent with it effectively processing both hard and soft information.

Keywords: rating agency, off-balance sheet finance, corporate credit risk, soft information

You do not currently have access to this content.
Sign in

Don't already have an account? Register

Member Login

Skm Content


javascript:;
https://doi.org/10.2308/accr-50858
https://publications.aaahq.org/accounting-review/search-results?qb={%22Keywords1%22:%22rating+agency%22}
https://publications.aaahq.org/accounting-review/search-results?qb={%22Keywords1%22:%22off-balance+sheet+finance%22}
https://publications.aaahq.org/accounting-review/search-results?qb={%22Keywords1%22:%22corporate+credit+risk%22}
https://publications.aaahq.org/accounting-review/search-results?qb={%22Keywords1%22:%22soft+information%22}
https://my.aaahq.org/Security/Sign-In?returnurl=https%3A%2F%2Fpublications.aaahq.org%2FExternalLoginResponse.ashx%3FelpId%3D3&RelayState=https%3a%2f%2fpublications.aaahq.org%2f
https://publications.aaahq.org/ExternalLoginProvider/ExternalLoginRequest?elpId=3
javascript:;
javascript:;
javascript:;
javascript:;

Pay-Per-View Access
$25.00
AAA Members: Please log in for free access to content. Note, Teaching Notes are a full
member benefit and are not available to student members.

v Buy This Article

View Metrics

Citing Articles Via

Web Of Science (103)
Google Scholar

CrossRef (162)

g Email Alerts

Article Activity Alert
Publish Ahead of Print Alert

New Issue Alert

American
Accounting
Asso<:|at|on
Th ghkL ade

Skip to Main Content
Print ISSN: 0001-4826 Online ISSN: 1558-7967


https://www.altmetric.com/details.php?domain=publications.aaahq.org&doi=10.2308%2Faccr-50858
javascript:;
https://www.webofscience.com/api/gateway?GWVersion=2&SrcApp=silverchair&SrcAuth=WosAPI&KeyUT=WOS:000351807000009&DestLinkType=CitingArticles&DestApp=WOS_CPL
http://scholar.google.com/scholar?q=link:https%3A%2F%2Fpublications.aaahq.org%2Faccounting-review%2Farticle%2F90%2F2%2F641%2F3710
https://publications.aaahq.org/accounting-review/crossref-citedby/3710
javascript:;
javascript:;
javascript:;
https://publications.aaahq.org/store/add/3710/3

Information for Authors
Authorship Policy
Plagiarism Policy

Data Integrity Policy

Citing Corrected Articles Policy
Minimizing Overlapping Decision Rights Policy

Prior Publication Policy

? American
Accounting
Association

%) (in) (£)

Cookie Policy Accessibility Terms & Conditions Get Adobe Acrobat Reader
© Copyright 1998 - 2025 American Accounting Association. All rights reserved.


https://aaahq.org/Research/Information-For-Scholars
https://publications.aaahq.org/DocumentLibrary/AAA/Authorship.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Citing.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Data-Integrity.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Decision-Rights.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Plagiarism-Policy.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Prior-Publication.pdf
https://twitter.com/aaahq?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://www.linkedin.com/company/american-accounting-association
https://www.facebook.com/aaahq.org/

