Accepted Manuscript

Journal of
BANKING
& FINANCE

Sovereign Debt Ratings and Stock Liquidity around the World

Kuan-Hui Lee , Horacio Sapriza, Yangru Wu

Pl S0378-4266(16)30160-1

DOI: 10.1016/j.jbankfin.2016.09.011

Reference: JBF 5018 =
To appear in: Journal of Banking and Finance

Received date: 15 December 2015

Revised date: 9 August 2016

Accepted date: 25 September 2016

Please cite this article as: Kuan-Hui Lee, Horacio Sapriza, Yangru Wu, Sovereign Debt Rat-
ings and Stock Liquidity around the World, Journal of Banking and Finance (2016), doi:
10.1016/j.jbankfin.2016.09.011

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


http://dx.doi.org/10.1016/j.jbankfin.2016.09.011
http://dx.doi.org/10.1016/j.jbankfin.2016.09.011

ACCEPTED MANUSCRIPT

Highlights
This paper studies the impact of sovereign debt rating changes on liquidity for stocks from 40
countries for the period 1990-2009.
The impact is stronger for downgrades than for upgrades, and is nonlinear in event size. The
loss of investment grade has a particularly strong negative impact on stock liquidity.
Stock characteristics and a country’s legal and macroeconomic environment are important in
explaining the differences in the impact of sovereign credit rating changes on stock liquidity

across countries. &
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