Journal of Financial Manage ment Knowledge, 1(1), 2024

0, f {'W Journal of Financial Management Knowledge

Iranian dL

Financial \ » 7

Management //9 ¢ 4
5 ”

Association " J

journal homepage:www.jfmk.ir

Modeling the Credit Rating of the Construction Industry Companies
Behrooz Khodarahmi 2, Saeed Sirghani b

& Department of Accounting, Faculty of Management and Economics, Tarbiat Modares University, Tehran, Iran
b, Department of Accounting, Faculty of Management and Economics, Tarbiat Modares University, Tehran, Iran

ARTICLEINFO ABSTRACT

Keywords: Due to the close relationship of construction with its upstream and
Credit Rating, downstream sectors such as basic metals and non-metallic minerals
Confirmatory Factor and real estate services, we can understand the importance of this
Analysis, industry in the country's economy. Inaccuracy of information has
Information Scarcity, made lenders and borrowers make the right decisions regarding
Exploratory Research, lending and borrowing, and credit rating can solve these problems
Construction Industry. by clarifying the situation and creditworthiness of the parties. Due

to the existence of special conditions governing the construction
industry in the country and being different from the conditions of
other countries, it is not possible to optimally use foreign credit
rating models. Therefore, the purpose of this thesis is to provide a
credit rating model for construction industry companies. Based on
the study and review of the texts and guidelines of the Moody's
rating agency and the extraction of primary factors, the present
research conducted interviews with experts and analysts of
companies active in the construction industry and applied surveys
and removed and added factors affecting the credit rating of
companies and with Using form and content validity tests and

Received: confirmatory factor analysis as well as binomial test, the final
April 27,2024 indicators of the credit rating of the companies of this industry were
Accepted: extracted and finally, using the Friedman test, the prioritization and
July 31, 2024 importance of these indicators were evaluated.
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Extended Abstract

Introduction

The construction industry in many countries,
including Iran, has an undeniable role in
generating investment opportunities and
generating wealth and added value in the
economy. Due to the close relationship of
construction with its upstream and
downstream sectors such as basic metals and
non-metallic minerals and real estate
services, they can have the place of this
industry in the country’'s economy.
Inaccuracy of information has made lenders
and borrowers make the right decisions
regarding lending and borrowing, and credit
rating can solve these problems by clarifying
the status and desirability of the borrower's
credit.

The few companies that are working as credit
rating agencies in Iran, because they lack the
knowledge of credit rating modeling, they are
working as a subsidiary and affiliated
company of prominent foreign rating
agencies, and the methodology, model and
They have inherited their performance basis
for evaluating economic units from foreign
rating institutions. It can be claimed that
Iranian credit rating agencies that use foreign
credit rating knowledge and models to
evaluate Iranian economic units may not
provide correct predictions.

Therefore, the purpose of the current
research is indexing, developing rating
criteriaand providing credit rating models for
the construction industry based on the
characteristics and conditions governing the
same industry in Iran.

Methodology

In general, credit rating research is done in
three areas; First, analyzing whether the
credit rating provided measures what it
claims  (company  credit), secondly,
examining the information content of the
credit rating in the capital market, and thirdly,
the factors that determine the credit rating.
The first two areas are possible in countries
where the rating agencies provide ratings and
have sufficient information records, and
considering that in Iran the rating agencies
are new and do not have enough data, through
the research of the third area, knowledge
should be obtained. Enrich the credit rating of
companies in Iran.

Due to its exploratory nature, the current
research was started by induction from the
guidelines of Moody's Institute and the
opinions of experts active in the construction
industry, and then the indicators of the
construction industry were explained using
formal, content and structural validity tests
through the questionnaire tool, and finally
with Binomial and Friedman tests were used
to infer these indicators. In short, the research
method and the steps taken in the current
research are as follows:

1) Studying and reviewing the texts and
guidelines of Moody's rating agency and
extracting the primary credit rating factors of
companies active in the construction
industry.

2) Interviewing experts and analysts of
companies active in the construction industry
and applying surveys and removing and
adding factors affecting the credit rating of
construction industry companies.

3) Presenting the list of extracted factors to
experts at a limited level in order to confirm
face validity

4) Implementation of the content validity test
of CVR through a three-choice factors
guestionnaire and presented to experts

5) Conducting a confirmatory factor analysis
test using SPSS software to confirm construct
validity

6) Cronbach's alpha test to confirm the
reliability of the factors

7) Implementation of the binomial test to
confirm the significance of the extracted
factors

8) Extracting the final factors affecting the
credit rating of construction industry
companies

9) Implementation of the Friedman test to
determine the rank and degree of importance
of each of the factors affecting the credit
rating of construction industry companies.
Results and discussion

Based on the development of Moody's rating
indicators from the opinions of experts, first
47 indicators were collected in 9 categories,
after passing the research tests, 9 of them
were removed and finally38 indicators
remained in 9 categories, which represent the
determining factors. The credit rating of
companies active in the construction
industry.
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Conclusion

In order to express the most important
indicators in each category of factors, in the
category of company size factors, two
indicators of the ratio of book value to the
market value of assets and the existence of
revaluation potential of assets, in the category
of business profile factors, the indicators of
project delivery timeliness can be used.
useful life of machinery and equipment, lack
of concentration of projects, having modern
technologies, in the category of profitability
factors, he pointed to indicators of stability of
operating profit, growth of profitability in
proportion to the inflation of the housing
market.
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