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Chapter 1
Structural Shifts in Cr

1.1 Introduction

Credit rating agencies
ratings. CQuestions about ¢
Financial Crisis in 1997, why
than being pro-active ({IM
criticisme regarding the “lodg
of Enran and WerldCom, w!
of the company financials an|
grade long-term issuer ratin
financial crisis further elevy
investment grade ratings in
ratings of these securities
heavy scrutiny and popular

their standards in the last

19Triple- A Pailure,” by Feg
inging Down Wall Street as
waw.blomberg.com, Sept 24, 2
Magszine, April 25, 2010, “I)
Partnoy, New Yook Times Mag
Fating Agencies”, Congression)
Finnneisl Crigis”, Com gressicnal
Ceomgressions] Hearing, Septemb)

Although the mass media has already sentenced the rating ageneies for em-
ploving locse standards, a more formal investigation is necessary before drawing
firm conclusions. More specifically, it i= important to examine whether the rating
agencies indeed relaxed their standards, partieularly in the recent periods of interest
sueh az the Dot-Com crash and the current subprime erisis. In this paper, 1 study
whether the credit rating ageneies tighten or loosen the corporate ratings during the
period 1985 - 2007, I repart two main findings: First, [ find that betwesn 1985-2002,
there is a divergent pattern between investment grade and speculative grade rating
standards. That iz, the rating agencies tighten the standards for investment grade
ratings, while relaxing the standards for speculative grade ratings. Second, I find
that around 2002, there is a sharp structural break towards “more stringent” ratings
in both investment grade and speculative grade rating categories.

My fist major finding is a puzzling divergent pattern between imvestment
grade and speculative grade standards during 19852002, As in Blume, Lim, and
Mackinlay (1998} {henceforth BLM], I find that the imvestment grade ratings tighten
during this pericd. Holding firm characteristics constant, the tightening amounts
to an average of 1.1 notehes for investment grade ratings. Howewer, in ecntrast to
investment grade ratings, speculative grade ratings loosen 0.6 notches during the
same period. The locsening of standards in speculative grade ratings is consistent
with the widespread criticism of agencies during the Dot-Com erash. Before 2002,
the tightening trend in standards shown by BLM pertains only to the imvestment
grade eategory, where the default rates are rare in any case. However, consistent
with the popular wisdom, the rating agencies were indeed getting looser in their

2
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The subject of thiz thesiz iz a critical and theoretical analysiz of the female characters Fertmina Daza, Mizse Barbara Lynch, Leona Cassiant
and the widow of Mazaret in Lowe i the Time of Cholera . I emphasize the assthetic and historical conflicts between Latin America and Spain,
as well as the reality of the Latin- America of today as wiewed in the fiction of Gabriel Garcia Marquez. Chapter one explores the theme of love
through commentaries from Octawe Paz, Sara Sefchowich, Alice Walker, Carlos Fuentes, Plinio Apuleyo Mendora and Mane Vargas Llosa
Chapter two focuses on the stereotype of the Latin- American female and racial myths within the text. IMale characters Florentine Ariza, Doctor
Juwenal Trhine and Lorenzo Daza are also analyzed from a historical and political perspective. The carefil analysis of the female characters
dewveloped in this thesis are of utmost importance not just because it 15 written by a male author, but rather, because of the way it iz done in
relationship to woice, race, and the oppostion between the character role of subject ws. object.
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