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Abstract 1 examine propping within chaebolgroups, using changes of bond rating events made by corporate
credit evaluation institutions. Much studies related to the internal capital market and tunneling have enhanced
our understanding of the important function of chaebolgroups in emerging market, but relatively little is known
about propping within affiliated firms. In a common sense, propping implies capital reallocation within affiliated
firms to save a financially troubled affiliate.

In event study on announcement the changes of corporate bond rating, I found most positive numbers in
chaebolgroup's CAR. Particularly when lower change than higher change, decrease ratio of CAR is higher
positively in chaebolgroups, which relatively shows that there is more propping effects in chaebolgroups than
non-chaebolgroups. In multi-regression analysis, after strengthen restriction of internal mutual investment,
propping effects are decreased positively in chaebolgroups than non-chaebolgroups when credit rating adjust
lower, which implies there was more propping in chaebolgroups.
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