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Abstract
The aim of this thesis was to investigate the informational value of the credit rating changes

made by the rating agencies during the period 2008-2015 for the Pakistani markets.

The investigation is made to explore the role played by the leading credit rating agencies
(Pakistan credit rating agency) by analyzing the link between changes in credit ratings
announcements and the efficeny of Karachi Stock Exchange. For this investigation event study is
used with the sample of 8 years from 2008-2015 of Karachi stock exchange index ,stock prices
and credit rating announcement by (PACRA) Pakistan credit rating agency around 15 (-7, 0, +7)
days. Along with that t-test is used to check the significance or insignificance.

The analysis results present evidence of statistically insignificant negative abnormal returns with
Credit rating announcements and insignificant positive abnormal returns to upgrade
announcements. In addition, this thesis finds statistically significant negative abnormal return for
both upgrades and downgrades. Moreover! Individual results Bank wise and year wise shows
some positive significance but overall it shows the negative significance.

This empirical study collectively has insignificant effect of credit rating on stock return of
banking sector listed at Karachi Stock Exchange.

The outcomes and finding of this empirical study might be helpful to debtors, investors, and
stake holders of the banks rated by PACRA in a way to understand the credit rating impacts.



