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Abstract: Sovereign risk plays a significant role in shaping financial investment behaviors towards the country.
In this respect, sovereign risk premiums are closely monitored by policymakers, politicians, academicians as
well as financial investors. As the country risk increases, those who want to buy the country's debt instruments
demand more interest payments. Concordantly, rising sovereign risk has negative consequences in many ways
such as borrowing capacity, borrowing cost, and financing the current account deficit. However, the behavior
of sovereign risk premiums differs in the crisis period from normal periods. Therefore, it is necessary to clarify
what are the main determinants of sovereign risk so that crisis periods can be managed successfully by
policymakers. In this study, short and long term relationships between sovereign risk premium and current
account balance, inflation rate, government bond interest rate, and nominal exchange rates were analyzed for
2008:q1 to 2014:g2 period by dynamic panel data method for Brics economies and Turkey. According to the
findings of the empirical analyses, current account deficit, inflation, and interest rates affect positively
sovereign CDS spreads both in the short and long term and there exists a direct relationship between them. On
the other hand, the exchange rate has a very weak short-run effect and no significant long-run effect on the
sovereign CDS spreads. Besides, both short and long-run effects of interest rates on sovereign CDS spreads
are more pronounced than of others. That is to say, sovereign CDS spreads are influenced mainly by changes
in the interest rates.

Structured Abstract: The extraordinary development of the financial markets and the vulnerabilities
accumulated within the financial system, resulting in crisis periodically, have made risk management
compulsory for financial investors. In this process, credit derivatives have become the most effective tool for
controlling credit risk. Credit derivatives are financial contracts that transfer credit risk from one side to another
for a price, without touching the ownership of the principal asset if the principal or interest of the debt is not
paid on time for various reasons. As the most frequently used credit derivative instrument in the credit
derivatives market, credit default swaps (CDS) is the contract of transferring the credit risk of a reference asset
(of a firm/country) to a particular institution/company for a price. It is important to note that the CDS contract
covers all cases where the conditions previously agreed on the repayment of the loan are not fully or partially
fulfilled for various reasons (bankruptcy, payment failure, denial of liability). A financial investor who buys
protection with a CDS contract transfers all these risks to the party selling the CDS contract for a certain price,
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and if the risks occur, the losses are covered by the party selling CDS contract. The price of the credit default
swap is called "spread™. CDS spreads are calculated on a daily basis and they adapt to all kinds of developments
at an extraordinary speed. Especially, they react excessively to macroeconomic phenomenons under
extraordinary conditions like a crisis period. For this reason, sovereign CDS spreads, which are considered as
the most accurate indicator of country risk, are closely observed by politicians, government, academicians as
well as financial investors, who intend to purchase the debt instruments of a country.

This study aims to determine macroeconomic variables that affect the credit risk spreads for the Brics
economies and Turkey in the global crisis period. For this purpose, short and long-term dynamic interaction
between sovereign risk premiums and current account / GDP ratio, inflation, interest rate, and the exchange
rate were analyzed by panel ARDL and dynamic and static fixed-effect methods. The data spans from 2008 g1
to 201492 with quarterly frequencies. The dependent variable representing sovereign risk premium is 5 year
sovereign CDS spreads (hereafter CDS spreads) obtained Bloomberg Terminal. Explanatory Country- specific
macroeconomic variables used in the empirical analysis are current account balance used as a percent of GDP,
consumer price inflation as a % change in the same period of the previous year, 2 years the government bond
interest rate comprising default risk component and the nominal exchange rate series created as a national
currency per 1 U.S. Dollar (end of period).

As a result of the cointegration tests carried out in this study, it is concluded that explanatory variables
and CDS spreads are co-integrated. The values of error correction terms obtained from PMG and MG
estimators are -0.74 and -0.83 respectively. According to the results obtained from all methods, it is understood
that current account deficit, inflation, and interest rates have positive significant effect CDS spreads of
countries under consideration both in the short and long term. 1% increase in the ratio of current account
deficit/GDP, inflation, and interest rates causes increases in CDS spreads by 4.8%, 5.2%, and finally 13.4%
respectively. However, the exchange rate has a very weak short-run effect and no significant long-run effect
on the CDS spreads. Also, both short and long-run effects of interest rates on CDS spreads are more pronounced
than of others. That is to say, CDS spreads are influenced mainly by changes in the interest rates.

Although CDS spreads reach their highest levels in a global panic environment where risk appetite is
reduced, the increase in CDS spreads reach its peak in some countries, while remaining limited in some
countries. This implies that the rise is partly due to the global turmoil, but to a large extent to the economy
itself. In this sense, as the risks related to the national economy increase, CDS spreads increase, and as CDS
spreads increase, those who want to invest in that country demand high interest and/or decrease the amount of
financial investment directed to the country. The findings of the study show that the change in CDS spreads
for the sample countries during the crisis period is explained by more than 80% of the changes in national
macroeconomic variables under consideration. In this respect, it is believed that the results of this study would
contribute to policies aimed at preventing the source of risk factors that put upward pressure on CDS spreads.

Keywords: Sovereign Risk, Credit risk, Financial Risk, CDS Spreads, Dynamic Panel Approaches.
Jel Codes: F30, F37, F40.

Oz: Ulke risk primi, iilkeye yonelik finansal yatirm davranislarinda énemli bir belirleyici konumunda
oldugundan finansal yatirimcilarin yaninda, politika yapicilar, siyasiler, akademisyenler tarafindan da
yakindan takip edilmektedir. Ulke riski arttikca, o iilkenin bor¢lanma araglarina ait faiz oranlari, artan risk
primi sebebiyle yiikselise gecmekte, buna paralel olarak ulusal ekonomik sistem, bor¢lanma kapasitesi,
bor¢lanma maliyeti ve cari agigin finansmani gibi bir¢ok agidan olumsuz etkilenmektedir. Dahas1 bu etki, kriz
donemlerinde daha belirgin olmaktadir. Bu nedenle, kriz donemlerinin politika yapicilar tarafindan basarili bir
sekilde yonetilebilmesi i¢in iilke riskinin temel belirleyicilerinin bilinmesi 6nem tagimaktadir. Bu ¢aligmada,
iilke risk primleri ile cari iglemler dengesi, enflasyon orani, devlet tahvili faiz oran1 ve nominal doviz kuru
arasindaki kisa ve uzun vadeli iliskiler dinamik panel veri analizi yontemleri ile 2008:q1 to 2014:q2 doénemi
verileri kullanilarak Brics ekonomileri ve Tiirkiye i¢in analiz edilmistir. Ampirik analizlerin bulgularina gore,
ele alinan iilke grubu ve donem araligi i¢in, iilke risk priminin, cari islemler agigi, enflasyon ve faiz
oranlarindan hem kisa hem de uzun vadede pozitif yonde ve istatistiksel olarak anlaml bir sekilde etkilendigi
anlagilmaktadir. Ote yandan, déviz kuru, iilke risk primi {izerinde kisa vadede gok zayif bir etki meydana
getirse de, uzun vadede anlamli bir etkiye sahip olmadigi tespit edilmistir. Ayrica, ele alinan degiskenler
arasinda faiz oranlarmnin tilke risk primi iizerindeki kisa ve uzun vadeli etkileri daha belirgindir.
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1. Introduction

Credit derivatives are financial contracts that are derived from a financial asset, allowing the
risk and return to be transferred from one side to the other, without touching the asset itself and
changing ownership, in case the expected return of that financial asset falls below a certain level.
Credit risk transfer through credit derivatives may arise due to the reasons such as the failure to pay
the debt on time and changes in exchange rates and interest rates (Erdil, 2008: 37). In this respect,
credit derivatives are one of the most effective tools for controlling credit risk.

Financial innovation led to the emergence of a new credit derivative contract called credit
default swaps (CDS) that revolutionizes credit risk trading, written on direct credit risk. Recently,
CDS is the most widely used credit derivative instrument. The size of credit default swap markets
used by investors who want to avoid risk has expanded exceptionally over the past decade (O’Kane
and Turnbull, 2003: 1).

As a credit derivative, CDS is the contract of transferring the credit risk of a reference asset
(of a firm/country) to a particular institution/company for a price. It is important to note that credit
risk encompasses all situations where the borrower would not be able to fully repay the loan under
the initially agreed conditions (Haugh, Ollivaud and Turner, 2009:6). Simply, CDS contracts transfer
the risk of non-repayment of the loan from one side to another. In a standard CDS contract, the
creditor purchases credit protection to cover the loss of the face value of an asset in case of a credit
event. The credit event is a legally defined event that usually includes bankruptcy, non-payment, and
restructuring. Protection is purchased for a certain term, and the party purchasing the protection
makes regular payments to the party providing the protection, called the premium leg. This size of
these premium payments is calculated from a quoted default swap spread which is paid on the face
value of the protection. These payments last until a credit event occurs or until maturity, whichever
occurs first (O’Kane and Turnbull, 2003: 1). Factors such as the maturity of credit, the credit rating
of the borrower party, and the status of the hedged asset are also taken into account. As the borrower's
risk increases, CDS spreads also increase (Ozatay 2015: 17; Pan ve Singleton, 2008).

With CDS contracts, the creditor is protected against losses that may occur in cases such as
bankruptcy, payment failure, denial of liability, and lowering the credit rating. In cases where the
credit is not repaid and the default occurs, the losses of the protected party are covered by the party
selling the CDS contract. The amount to be paid to the protected party is equal to the difference
between the value written in the contract and the market value of the reference asset after default
(Atasever, 2017: 217; Kunt and Tas, 2008: 80).

CDS spreads are considered to be the most accurate indicator of sovereign risk and therefore
are carefully monitored by policymakers and academicians as well as financial investors. As the
sovereign risk increases, the movements in CDS spreads accelerate, and this situation is reflected as
an increase in bond interest rates. Therefore, the high CDS spreads of a country leads to an increase
in the financing cost of both the country's treasury and other institutions in the country. The price of
the credit default swap is called "spread” and is expressed in terms of base point (bp) or one percent
of the percentage point. Every 100 base points of the CDS corresponds to a 1 percent cost of interest.
Therefore, countries and institutions with high CDS premiums have to issue bonds with higher
interest rates and bear higher debt costs to meet their borrowing needs. Therefore, the CDS premium
has the feature of being an important indicator for countries.
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The CDS spreads are determined daily according to the economic and political risk levels of
the countries and reflect the market supply and demand dynamics well. Because every new situation
is reflected in CDS spreads very quickly, CDS spreads are considered as the most important indicator
of real economic stability as well as financial stability (Atasever, 2017: 218). Therefore, it is
considered more reliable than credit rating agencies and is closely monitored by financial investors
as the increase in CDS premiums means an increase in country risk.

The determination of the underlying dynamics in CDS spreads due to the magnitude of the
damage that the country credit risk will cause to the financial system has great importance for
economic and financial stability. This paper aims to reveal macroeconomic determinants that
influence on sovereign credit default swap spreads. For this purpose, the short and long-run effects
of current account balance, inflation rate, interest rates on government bonds, and nominal exchange
rates on CDS spreads during the 2008 financial crisis, were analyzed by dynamic panel data methods
for Brics and Turkey economies. The remainder of the paper is organized as follows. In Section 2,
the empirical literature on the determinants of sovereign risk spreads briefly reviewed. Section 3
describes the data set and sample countries. In Section 4, the econometric model is introduced and
analysis findings are presented. The paper concludes with Section 5.

2. Literature Review

Especially after the 2008 crisis, CDS spreads, which are considered as the most reliable
indicator of sovereign risk in developing countries has gained importance, and the number of studies
investigating that CDS spreads are sensitive to which variable, has increased. The results of some of
these studies are summarized in Table 1.

Table 1: Brief Literature of Empirical Studies on The Determinants of CDS Spreads

Author (Date) Countries Method (Term) Findings

Cossin and Hricko 29 Country Regression At low credit risk levels, the expected negative

(2001) (Europe- January 1998 to relationship between CDS premiums and
Asia-USA) February 2000 interest rates is valid, while at high credit risk

levels this relationship is not. USA interest rate
levels are among the important determinants of
credit risk worldwide. While the past
development of stock prices is important in the
country risk, the liquidity level does not play a

big role.
Norden and Weber 90 firms VAR Variations in stock returns lead to changes in
(2004) from Europe, 2000-2002 CDS and bond spreads. There is a granger
the  United causality relationship from CDS spreads
States, and toward bond spreads for a higher number of
Asia. firms than vice versa. The CDS market is very

sensitive to changes in the stock markets than
the bond market.

Aizenman, Greece, Fixed-effects and Fiscal space i.e. debt/tax and deficits/tax are
Hutchison, and Ireland, GMM significant determinants of market-based
Jinjarak Italy, 2005-2011 monthly  sovereign risk. However, the explanatory
(2011) Portugal, and power of fiscal space measures diminishes

Spain during the crisis, and the determining role of

the TED spread, trade openness, external debt,
and inflation increases.
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Heinz and Sun

(2014)

Della Corte, Sarno,
Schmeling, and
Wagner (2014)

Kargi (2014)

Ho (2014)

Doshi, Jacobs and
Zurita, (2015)

Blommestein,
Eijffinger and Qian
(2016)

Galariotis,
Makrichoriti,
Spyrou (2016).

and

Can and Paskaleva
(2017)

Shahzad et al.
(2017)

European
countries

20 countries

Turkey

8 Emerging
Countries

Latin
American,
Eurozone,
Asian
Countries

Greece,
Ireland,

Italy,
Portugal and
Spain

European
countries

Bulgaria,
Romania,
Portugal,
Italy,

Ireland,
Greece and
Spain

ABD

Panel GLS error
correction
(January 2007 to
December 2012)

Regression
January 2003 to
November 2013

Johansen-Juselius

Cointegration and
Granger Causality
Tests

2005:01 - 2013: 03

Pooled Mean Group
cointegration
2008.Q4-2013.Q2

Linear Regression
January 2, 2001, to
June 29, 2

OLS and Regime
Switching Model
September 15,
2008, to December
19, 2011, weekly)

PVAR
(2008 to 2014)

Panel OLS
March 2003 until
June 2016.

NARDL
(December 14, 2007
to September 25,
2015 weekly)

Sovereign CDS spreads are primarily driven by
global investor sentiment, macroeconomic
fundamentals, and liquidity conditions in the
CDS market. Under weak economic
fundamentals during the 2008 crisis, a decrease
in liquidity and an upsurge in risk avoidance
are the main reasons underlying high CDS
spreads in Europe.

There is a strong inverse relation between
contemporaneous changes in sovereign CDS
spreads and exchange rate changes at the daily,
weekly, and monthly frequency.

Market interest rate, policy interest rate, GDP,
and CDS spreads are cointegrated. The most
effective variable on CDS premiums is the
interest rate. As the market interest rates
increases, CDS spreads also increase.

CDS spreads are cointegrated with the current
account, the external debt, and the international
reserves. The current account, the external
debt, and the international reserves are long-run
determinants of CDS spreads. However, in the
short run, the current account is insignificant on
CDS.

CDS spreads are in a functional relationship
that increases with stock market index and
exchange rate volatility and decreases with
interest rates and stock returns. The risk
premium calculated in the study is at its highest
level for all countries during the 2008 crisis.
The contagion effect originating from the
global financial market is an important factor in
the pricing of sovereign credit risk for sample
Euro countries. Sovereign risk during the crisis
period was mainly oriented by global or EMU-
wide factors rather than domestic economic
and financial development except for Italy.

Determinants of CDS variance are changing
between different periods and countries.
Investor sentiment was an essential CDS
spread determinant during the subprime crisis.
Inflation, debt/GDP, current account/ GDP,
local capital markets’ indexes have significant
effects on CDS spreads. While Country’s debt
and inflation lead to an increase in CDS
spreads, current account/ GDP, local capital
markets’ indexes cause CDS to decrease.
Becoming Eurozone member annihilates the
increasing effects of the debt level and local
capital markets on CDS spreads.

Equity prices, VIX index, the 5-year Treasury
bond rate, and, to a lesser extent, the crude oil
price are significant asymmetric determinants
of U.S. industry CDS spreads.
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Atasever (2017) Turkey VAR analysis and CDS spreads are affected by the election
Johansen periods. Dollar exchange rate and bond interest
cointegration test rates are among the weak determinants of CDS

(2010:6- 2016:12)  spreads.

Akyol and Baltact Turkey ARDL (2006:01 ve In the short and long term, CDS spreads have a

(2018) 2015:09) significant negative effect on stock prices.

Tanyildiz1 (2020) Turkey ARDL (01.02.2008- While there is a negative relationship between
01.10.2018) CDS premiums and BIST 100 index, there is a

positive and significant relationship with
commodity index, VIX index, and indicator
interest rates.

3. Data and Sample

The data set covers Brics economies, Turkey, and Indonesia. The reason why these countries
are specially chosen is that they are characterized by high credit risk and high CDS spreads during
the crisis period as well as similar financial and economic conditions. The Data spans from 2008 g1
to 201492 with quarterly frequencies. Quarterly data was used for the analysis of the effects of
fundamental variables on CDS spreads because the data of some sample countries are not available
on a monthly or daily frequency.

The dependent variable of empirical analysis is sovereigh CDS spreads of 5-year maturity
obtained Bloomberg Terminal. Explanatory Country- specific macroeconomic variables used in
empirical analysis as follows:

The current account balance reflects important information about the economic situation of
the country. Accordingly, assessment of the current account deficit or surplus of a country gives
signals about foreign trade balance, foreign debt payment capacity, and degree of dependence on
foreign financing or short-term capital flows. Therefore, it may be used as a significant risk premium
determinant®. The variable was obtained from the OECD database as a percent of GDP. The expected
sign is negative, because of the higher current account surplus, the lower credit spread values.

One of the most important indicators of macroeconomic stability is price stability. In this
respect, high inflation can be considered as an indicator of monetary, fiscal, and financial instability.
The monetarization of chronic fiscal deficits causes high inflation. High inflation increases the
interest rates due to the rising risk premium and increases the cost of using capital. Therefore, the
high inflation rates cause the sovereign risk to increase because it contains signals that
macroeconomic stability is impaired as a whole. Thus, the inflation rate can be used in determining
the default risk of a country. The variable representing the inflation rate in this study is CPI taken
from the OECD database as a % change in the same period of the previous year. The expected sign
of inflation on CDS spread is positive because the higher inflation is, the higher default probability

A significant reason lying behind the differences among long-term interest rates across
countries is the risk premium that investors demand holding any countries' assets that may include
liquidity and credit risk components. The credit risk component is the extra yield required to offset
the probability of a higher loss than zero or less gain than full repayment (Haugh, Ollivaud, and
Turner 2009:6). Because they reflect a risk component, it is thought that interest rate affects sovereign
risk premium. In this study, the government bond interest rate is used representing market rate
because it comprises a risk-free as well as a default risk component. This variable was obtained from
the International Financial Statistics database for Brazil, from the OECD database for China, South
Africa, and Indonesia and from Investing.com for Turkey.

! Baldacci et al. (2008) have found that the current account balance surplus decreases credit risk in emerging economies.
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The information embedded in sovereign CDS spreads matters for the distribution of currency
returns, even for countries with floating exchange rates that are far from the default (Della Corte,
Sarno, Schmeling, and Wagner 2014:1). Several studies found a strong contemporaneous relation
between sovereign CDS spreads and exchange rates. Findings indicate that an increase in the
sovereign risk of a country is associated with a depreciation of its currency, an increase in exchange
rate volatility, reflecting increased costs of crash insurance. In this study, the nominal exchange rate
series created as a national currency per 1 U.S. Dollar (end of period) is taken from the IMF's
International Financial Statistics database. The empirical analysis of this study was carried out by
Gauss 20.

4. Empirical Methods and Findings

The panel autoregressive distributed lag model (panel ARDL) which is a cointegration
approach developed by Pesaran et al. (1999) was used in this study to understand the dynamic short
and long term relations between sovereign CDS spreads and selected macroeconomic variables.
Panel ARDL is a cointegration test that does not require all the series to be stationary in the same
order. In a panel ARDL model, both dependent and independent variables p. and g. order lags are on
the right side of equality (Pesaran et al., 1999: 623-624).

Pesaran et al. (1999), developed two estimators for the panel ARDL model, one of them is
“Average Group Estimator (MG)) and the other is “Pooled Mean Group Estimator (PMG) ”. The
MG estimator puts no constraints on the parameters of the ARDL specification and derives the long-
term parameters from the average of the long-term parameters derived from individual ARDL
estimates. The PMG estimator restricts the long-term parameters to be the same among the countries
that make up the panel but allows the constant, error variances, and short-term parameters to differ
between countries. One of the modeling problems here is the choice between these two alternative
estimators. Pesaran et al. (1999) suggested that the homogeneity test of long term parameters should
be done with the Hausman (1978) test. Although PMG and MG are consistent estimators under the
assumption of long-term homogeneity, only PMG is an effective estimator (Erdem et al., 2010: 375-
76; Mamun et al., 2013: 570).

The ARDL model used in this study is expressed as follows:
CDS = p; + Z?il NijCDS;e—; + Y70 Bij CAje—j + Z?io 8ij ie—j +

ki - i
Do @ijlic—j+ Xjmo0ij exi—j + €t 1)

i=5, t=2008:q1,....... 2014:q2, p; represents fixed effects, Aj; is lag coefficients of the
dependent variable, j=number of lag, CA;; i, I;z, ex;;, are explanatory variables, Bij 8 » aij,
v;; are coefficients of explanatory variables. & is the error term distributed independently between
iandt.

ACDSit = U + ¢iCDSi,t—1 + ﬁ*iCAi,t + S*ini,t + a*iii,t + ﬂ*iexi,t +
=1 4% 1 *% i *%
X N ACDS - + XL B ACA - + X110 87 Amie—j +

ki *k . mi *k
Feo @™ Al j+ X 9;7 Aexi_j + & (2
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Here,

¢, = —(Bi/¢,) defines the long-term or equilibrium relationship between CDS;; and
explanatory variables. A;; are the short-term coefficients of the dependent variable's lags. B

6;;  a™, O; are short-term coefficients of explanatory variables.
Error correction coefficient ¢, is the speed of convergence of CDS;, to longterm equilibrium

after the explanatory variables change. To prove the cointegration relationship between CDS;; and

explanatory variables, the conditions of both ¢, < 0 and statistical significance must be met.

Table 2 shows the short and long-run relationships obtained from PMG and MG estimators
using equation (1) and (2). Firstly, the error correction coefficients (¢#) obtained from both estimators
are negative and statistically significant at the level of 1%, as expected. Accordingly, there is a
cointegration relationship between CDS spreads and explanatory variables and the error correction
mechanism is working. The values of error correction terms obtained from PMG and MG estimators
are -0.74 and -0.83 respectively. This implies that the adjustment speed to the long-term equilibrium
is quite high after a shock and also about 74 % or 83 % of imbalances transferor from the previous
term's shock converge back to the long-run equilibrium in the current year.

In Table 2, It is seen that the short-term coefficients belonging to the current account (CA),
inflation (ir) and exchange rate (ex) variables are statistically significant for both PMG and MG
estimators, however, the interest rate coefficient (i) is significant only for the MG estimator.
Accordingly, it is understood that explanatory variables have significant effects on CDS spreads in
the short term.

Table 2: Results from PMG and MG Estimators

PMG MG Hausman Test
Long Term Coefficients
CA 4.8** -13.6 1.02 (0.31)
m 5.2%** 0.122 0.51 (0.47)
i 13.4* 4.8 1.1 (0.31)
EX -0.02 4.4 1.10 (0.30)
Error Correction Term
¢ -0.741 % -0.833*
Short Term Coefficients
ACDS 0.039 -0.025
CA 3.606* -11.8*
ACA 4,283 7.690
ACA(-1) 5.201 2.677
w 3.858* -3.741*
Am -13.6*** -3.865 **
Am(-1) 0.000 0.0
i 9.939* 6.178
Ai 6.455 -0.771
Ai(-1) 1.530 -12.520
ex -0.017* 0.015*
A ex 08.96 0.458
A ex(-1) 03.10 0.158
Constant 6.4 7.8

Not: Akaike information criterion was used to determine the optimal lag length. PMG estimates were
calculated with the back-substitution algorithm. * 1% ** 5% *** 10% indicates significance levels. Values in
parentheses are probability values for the Hausman Test.
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As a result of the Hausman Test, since the HO hypothesis that assumes long-term
homogeneity for each variable cannot be rejected, the PGM estimator, which is an effective and
consistent estimator under long-term homogeneity, is considered to be the appropriate estimator.
Also, the PMG estimator is considered to be more suitable than the MG estimator because the sample
countries have similar economic structures.

The long-term coefficients except for the exchange rate variable, obtained from the PMG
estimator are significant at usual significance levels. Hence, it is understood that meaningful effects
in the short term almost continue to a large extent in the long term. Current account deficit, inflation,
and interest rate coefficients have positive signs, indicating there is a long-term positive relationship
between CDS spreads, and these variables effects CDS spreads in the same direction in the long run.
Namely, increases in current account deficit, inflation, and interest rate cause CDS spreads also an
increase and vice versa. Nevertheless, it is understood that the variable that affects CDS spreads
most, is the interest rates. Inflation and current account deficit follow it respectively. Accordingly,
a 1% increase in the ratio of current account deficit/GDP, inflation, and interest rates causes increases
in CDS spreads by 4.8%, 5.2%, and finally 13.4% respectively.

The diagnostic test results given in Table 3 show that there is no autocorrelation and variance
problem in individual equations. Besides, models appear to explain more than 85% of the change in
CDS spreads except for China.

Table 3: Diagnostic Test Results

PMG MG
)(Zsc 'XZHE R? LL yzsc 'XZHE R? LL
Turkev 2.18 8.70 0.88 -99.37 0.78 8.84 0.81 -104.87
China 1.36 3.73 0.53 -110.43 2.56 6.12 0.16 -117.34
Brazil 0.03 0.16 0.84 -101.36 4.57 1.60 0.30 -119.24
South Africa 4.85 2.82 0.88 -100.47 0.39 2.09 0.81 -106.01
Endonesia 5.23 9.05 0.86 -114.67 16.57 5.67 0.26 -134.19

Note: y%sc, ¥%1e, R%  LL denote Breusch -Godfrey serial correlation test statistic, White heteroscedasticity
test statistic, Adjusted R squared, log Likelihood, respectively.

4.1. Robustness Analysis

To test the consistency of the results obtained from the PMG and MG estimators, the
relationships between CDS spreads and current account, inflation, interest, and exchange rates were
re-questioned using models of dynamic fixed effects (DFE) and static fixed effects (SFE). The results
are summarized in Table 4.
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Table 4: Dynamic Fixed Effects and Static Fixed Effects Estimation Results

Dynamic Fixed Effects Static Fixed Effects
Long Term Coefficients
CA 5.9924 7.7352**
14 11.6971*** 10.0790**
I 15.7284 ** 12.5290*
EX -0.0214 0.0379*
Error Correction Term
¢ -0.5273*
Short Term Coefficients
ACDS 0.1790***
CA 3.1599
ACA 1.8121
ACA(-1) 0.5326
w 6.1682***
Am -10.8962**
Am(-1) 4.3029
i 8.2939**
Ai 5.6354
Ai(-1) 2.2833
ex -0.0113
A ex 0.0896**
A ex(-1) -0.0145

Not: Akaike information criterion was used to determine the optimal lag length. PMG estimates were
calculated with the back-substitution algorithm. * 1% ** 5% *** 10% indicates significance levels. Values in
parentheses are probability values for the Hausman Test.

It is seen in Table 4 that the results obtained from DFE and SFE models support the results
obtained from the ARDL model. Firstly, the error correction coefficient (¢ =-0.52) estimated in the
DSE model is found to be negative and 1% statistically significant, confirming the cointegration
relationship between CDS spreads and explanatory macroeconomic variables. On the other hand, the
fact that the short-term coefficients of the DSE model for inflation, interest, and exchange rates are
statistically significant shows that these macroeconomic variables are effective on CDS spreads even
in the short term. However, the current account deficit does not have a significant effect on CDS
premiums in the short term.

Looking at the long-term coefficients obtained from DFE, it is understood that the short-term
effects of the variables on CDS spreads continue in the long-term. Accordingly, the current account
deficit does not have a significant effect on CDS spreads in the long term. On the other hand, it is
understood that inflation and interest variables strongly affect CDS spreads in the long run, similar
to the results of the ARDL model. The variable that affects CDS spreads most is the interest rate
concordantly with the results of the PMG estimator.

The results from the SSE model, where all of the coefficients are statistically significant,
overlap with PMG and DFS estimation results. Again, in this model, the variable that affects CDS
spreads the most is the interest rate. Then come inflation and current account deficit, respectively.
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5. Conclusion

This paper examines the short and long-run dynamic effects and the relative importance
rankings of the fundamental macroeconomic variables on sovereign risk premium for Brics
economies and Turkey between 2008 q1-2014 g2 by using dynamic panel methods. For this purpose,
short- and long-term nature of the dynamic interaction between current account/GDP ratio, inflation,
interest rate, and the exchange rate which are thought to represent economic risk situation best and
CDS spreads which is representing sovereign risk premium was analyzed by panel ARDL and
dynamic and static fixed-effect methods. The main reason for employing these methods for analysis
is in some respect the similar macroeconomic structure of the sample countries.

First of all, the variables used in the study are statistically significant and economically
important determinants of CDS spreads in sample countries. As a result of the cointegration tests
carried out in this study, it is concluded that explanatory variables and CDS spreads are co-integrated.
According to the results obtained from all methods, it is understood that current account deficit,
inflation, and interest rates affect CDS spreads both in the short and long term, and the exchange rate
only weakly affects the CDS spreads in the short term.

The fact remains that it is confirmed by the results of all estimates that the variable that CDS
spreads are most sensitive to is the interest rate as with Kargi (2014). While the second most effective
variable on CDS spreads is the inflation rate, the current account deficit is third in terms of rank.

However, according to the findings, increases in current account/GDP ratio, inflation, and
interest rate cause CDS spreads to increase. The expected result for the interest rate is an inverse
relationship between the interest rate and CDS spreads. Cossin and Hricko (2001: 22) argue that at
the high-risk levels, there is no opposite relationship between interest rates and CDS spreads. The
date range of this study covers a period in which risk premiums are realized at the highest levels. It
is thought that a positive relationship between interest rates and CDS spreads confirms this finding.

It is a known fact that CDS spreads peaked during the 2008 crisis. Undoubtedly, the high
CDS spreads that occurred during the crisis were partly due to the global panic, decreased risk
appetite, rating discounts of rating agencies, and other concerns about the loss of the capital.
However, the fact that the CDS spreads of each country increased at different levels during the crisis
periods, indicates that the increase in CDS spreads is largely related to the national economy.

As the CDS spreads increase, the borrowing cost of the country increases, and as it decreases,
the borrowing cost decreases. Accordingly, CDS spreads should be decreased to reduce the
borrowing cost of the country. It is important to identify the risk factors that cause the CDS spreads
to rise to implement the necessary policies on time. In this respect, it is believed that the findings
obtained in this study, which analyzed the national macroeconomic variables that were effective on
CDS spreads during the crisis, are guiding for financial investors and policymakers. First of all, it
draws a picture that CDS spreads have reached their highest level since the period discussed is the
crisis period. However, the findings of the study show that the change in CDS spreads for the sample
countries during the crisis period is explained by more than 80% of the changes in national
macroeconomic variables.

In this context, the consolidation of the national economic structure is a priority to prevent
uncontrolled and rapid increases in CDS spreads during the crisis periods. In this context, economic
policies that decrease the current account deficit and inflation rates should be followed. Financial
balances should be improved to eliminate the need for excessive borrowing, thereby eliminating the
need to include an additional risk premium for interest rates on borrowing instruments. Thus,
vulnerabilities could be reduced inside, and thus, it enables economies to have a more resistant
structure in times of crisis.

www.turkishstudies.net/economy



1350 Asli Giiler

References

Aizenman, J., Hutchison, M. M., & Jinjarak, Y. (2011). What is the Risk of European Sovereign Debt
Defaults? Fiscal Space, CDS Spreads and Market Pricing of Risk (No. 17407). National
Bureau of Economic Research, Inc.

Akyol, H. ve Baltaci, N. (2018). Ulke kredi risk diizeyi, petrol fiyatlar1 ve temel makroekonomik
gbstergelerin hisse senedi getirilerine etkisi: BIST 100 6rnegi. Kafkas Universitesi Sosyal
Bilimler Enstitiisii Dergisi, 22, 459-476. DOI:10.9775/kausbed.2018.030.

Atasever, G. (2017). “Tirkiye’de Risk Primi (CDS), Piyasa Gostergeleri ve Se¢im Donemlerine
Iliskin Ekonometrik Analiz”, Vol:3, Issue:13; pp:217-226 (ISSN:2149-8598).

Baldacci, M. E, Gupta, M. S. & Mati, A. (2008). Is it (still) mostly fiscal? Determinants of sovereign
spreads in emerging markets (No. 8-259). International Monetary Fund.

Blommestein, H., Eijffinger, S., & Qian, Z. (2016). Regime-dependent determinants of Euro area
sovereigh CDS spreads. Journal of Financial Stability, 22, 10-21.

Can, H., & Paskaleva, M. (2017). Macroeconomic determinants of CDS: the case of europe. New
knowledge Journal of science, 6(3), 63-76.

Cossin, D., & Hricko, T. (2001, May). Exploring for the determinants of credit risk in credit default
swap transaction data. In EFMA 2001 Lugano Meetings.

Della Corte, P., Sarno, L., Schmeling, M., & Wagner, C. (2014). Sovereign Risk and Currency
Returns. In The 41th European Finance Association Annual Meeting (EFA 2014).

Doshi, H., Jacobs, K., & Zurita, C. (2015). Economic and Financial Determinants of Credit Risk
Premiums in the Sovereign CDS Market. Conference Paper,

Erdem, E., Guloglu, B., & Nazlioglu, S. (2010). The macroeconomy and Turkish agricultural trade
balance with the EU countries: Panel ARDL analysis. Journal of Economic & Management
Perspectives, 4(1), 371.

Erdil, T. B. (2008). Finansal tirevler ve kredi temerriit swaplarinin teori ve uygulamalar. Kadir Has
Universitesi Sosyal Bilimler Enstitlisii Finans ve Bankacilik Doktora Ana Bilim Dali,
Yayimlanmamis Doktora Tezi.

Galariotis, E. C., Makrichoriti, P., & Spyrou, S. (2016). Sovereign CDS spread determinants and
spill-over effects during financial crisis: A panel VAR approach. Journal of Financial
Stability, 26, 62-77.

Haugh, D., P. Ollivaud and D. Turner (2009), “What Drives Sovereign Risk Premiums?: An Analysis
of Recent Evidence from the Euro Area”, OECD Economics Department Working Papers,
No. 718, OECD Publishing.

Hausman, J. A. (1978). Specification tests in econometrics. Econometrica: Journal of the
econometric society, 1251-1271.

Heinz, M. F. F., & Sun, M. Y. (2014). Sovereign CDS spreads in Europe: the role of global risk
aversion, economic fundamentals, liquidity, and spillovers (No. 14-17). International
Monetary Fund.

Ho, S. H. (2014). Long-Run Determinant of the Sovereign CDS spread in emerging countries. CEPN
CNRS-UMR 7234, 1-10.

Turkish Studies - Economy, 15(3)


https://www.nber.org/papers/w17407.pdf
https://www.nber.org/papers/w17407.pdf
https://www.nber.org/papers/w17407.pdf
https://s3.amazonaws.com/academia.edu.documents/58076095/Akyol_Baltaci.pdf?response-content-disposition=inline%3B%20filename%3DCountry_Credit_Risk_Level_Oil_Prices_and.pdf&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIATUSBJ6BAGRIQSMU7%2F20200523%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Date=20200523T160532Z&X-Amz-Expires=3600&X-Amz-SignedHeaders=host&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEAYaCXVzLWVhc3QtMSJHMEUCIBba30%2FNeThQ223tT0eKbx5aV2CQJO8MVFoIINqEw7X2AiEAk8xDmKzBtGwuzb5M7aAwBFrjDMEfUEZWGtl%2FdNs%2FShIqtAMIXxAAGgwyNTAzMTg4MTEyMDAiDCS9E3AdCyVA%2FMXv1yqRAwWNdgRhSW7TzaUJH9OmytyNUG5OKI%2F0jUeT1UtVx52Wg20C10iUgSG6%2B0qQei9kUzlojAj10uDTbipHgmYiBJ1PBoUl2wblaZEBXD4OU%2FJEcZ2K9k%2FeY%2B93EA1wtL%2BR35iUFEebFYBo%2BEGq23fkiOFCbKAW2W2%2BX7O0RPoQ%2FII1bOrUebKSI3%2B8k55oOD%2BfR9BLmm8nJBmgVkjcUSc8Zu4nc6Rt7%2BLJeUgouiaC0kCZBhoOtygVcDwYh22S%2FtwRpfXG30ljlGD7d2JFoIKIVujch23WzxCIL8LrTH9ioA448%2FqK2jocc7xSq4y%2FXfgJ25mggTUQLilswK7kw6%2FAlnekb9mNTMBhOuHhL%2BlzULKrTTicTzBkWQyxJbqKTHo69uSbjnw6GSTY4eYCEgIYfxFxBZiPo9duOGxxAerHLMgWBqDp%2BQBkPund%2BTPd2AtCxFzUVWMRwOOavBhJH4uVtO71RYvRi4xGnukHXj4CREqhk8Q84VErykxs3gve2aAcTNHzTQKFoxx2NK7tVbstCUJHMLnQpPYFOusBtOtYWr%2Bz86ABwj82FJ7h2wFq4GlApgALDvPGst57XFNcGiswcKW1ILkJTroy1dYe5t2c7g1fbsPJ2xoYiKp6Af9TbiES5lWN5TuMVonTnQe4dZwOHVb3O2mzSdKb2ivLH3xIkMjdKznii2G3M5Dp7fU9IXw3Hzcd0DFCxvBeIkk9AwsTZnL%2B4hU9aBhfYQW%2BqHZXS6fJQPE0QDxaCiFwNhiQSv50pbT6JvbQQlVDxJsES%2B3sF%2F3Dvgol%2B7V%2FFdCmzrK0yzGJ2a3NLA6S4MjSDTIbTVV8tcEHHKT3Y2emTJf92Rz8x3xq8%2B5U%2Bg%3D%3D&X-Amz-Signature=19bbdfedaea78e3384d1c900fe7290efbf81b7272aef89f8ffb86bab42cc953d
https://s3.amazonaws.com/academia.edu.documents/58076095/Akyol_Baltaci.pdf?response-content-disposition=inline%3B%20filename%3DCountry_Credit_Risk_Level_Oil_Prices_and.pdf&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIATUSBJ6BAGRIQSMU7%2F20200523%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Date=20200523T160532Z&X-Amz-Expires=3600&X-Amz-SignedHeaders=host&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEAYaCXVzLWVhc3QtMSJHMEUCIBba30%2FNeThQ223tT0eKbx5aV2CQJO8MVFoIINqEw7X2AiEAk8xDmKzBtGwuzb5M7aAwBFrjDMEfUEZWGtl%2FdNs%2FShIqtAMIXxAAGgwyNTAzMTg4MTEyMDAiDCS9E3AdCyVA%2FMXv1yqRAwWNdgRhSW7TzaUJH9OmytyNUG5OKI%2F0jUeT1UtVx52Wg20C10iUgSG6%2B0qQei9kUzlojAj10uDTbipHgmYiBJ1PBoUl2wblaZEBXD4OU%2FJEcZ2K9k%2FeY%2B93EA1wtL%2BR35iUFEebFYBo%2BEGq23fkiOFCbKAW2W2%2BX7O0RPoQ%2FII1bOrUebKSI3%2B8k55oOD%2BfR9BLmm8nJBmgVkjcUSc8Zu4nc6Rt7%2BLJeUgouiaC0kCZBhoOtygVcDwYh22S%2FtwRpfXG30ljlGD7d2JFoIKIVujch23WzxCIL8LrTH9ioA448%2FqK2jocc7xSq4y%2FXfgJ25mggTUQLilswK7kw6%2FAlnekb9mNTMBhOuHhL%2BlzULKrTTicTzBkWQyxJbqKTHo69uSbjnw6GSTY4eYCEgIYfxFxBZiPo9duOGxxAerHLMgWBqDp%2BQBkPund%2BTPd2AtCxFzUVWMRwOOavBhJH4uVtO71RYvRi4xGnukHXj4CREqhk8Q84VErykxs3gve2aAcTNHzTQKFoxx2NK7tVbstCUJHMLnQpPYFOusBtOtYWr%2Bz86ABwj82FJ7h2wFq4GlApgALDvPGst57XFNcGiswcKW1ILkJTroy1dYe5t2c7g1fbsPJ2xoYiKp6Af9TbiES5lWN5TuMVonTnQe4dZwOHVb3O2mzSdKb2ivLH3xIkMjdKznii2G3M5Dp7fU9IXw3Hzcd0DFCxvBeIkk9AwsTZnL%2B4hU9aBhfYQW%2BqHZXS6fJQPE0QDxaCiFwNhiQSv50pbT6JvbQQlVDxJsES%2B3sF%2F3Dvgol%2B7V%2FFdCmzrK0yzGJ2a3NLA6S4MjSDTIbTVV8tcEHHKT3Y2emTJf92Rz8x3xq8%2B5U%2Bg%3D%3D&X-Amz-Signature=19bbdfedaea78e3384d1c900fe7290efbf81b7272aef89f8ffb86bab42cc953d
https://s3.amazonaws.com/academia.edu.documents/58076095/Akyol_Baltaci.pdf?response-content-disposition=inline%3B%20filename%3DCountry_Credit_Risk_Level_Oil_Prices_and.pdf&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIATUSBJ6BAGRIQSMU7%2F20200523%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Date=20200523T160532Z&X-Amz-Expires=3600&X-Amz-SignedHeaders=host&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEAYaCXVzLWVhc3QtMSJHMEUCIBba30%2FNeThQ223tT0eKbx5aV2CQJO8MVFoIINqEw7X2AiEAk8xDmKzBtGwuzb5M7aAwBFrjDMEfUEZWGtl%2FdNs%2FShIqtAMIXxAAGgwyNTAzMTg4MTEyMDAiDCS9E3AdCyVA%2FMXv1yqRAwWNdgRhSW7TzaUJH9OmytyNUG5OKI%2F0jUeT1UtVx52Wg20C10iUgSG6%2B0qQei9kUzlojAj10uDTbipHgmYiBJ1PBoUl2wblaZEBXD4OU%2FJEcZ2K9k%2FeY%2B93EA1wtL%2BR35iUFEebFYBo%2BEGq23fkiOFCbKAW2W2%2BX7O0RPoQ%2FII1bOrUebKSI3%2B8k55oOD%2BfR9BLmm8nJBmgVkjcUSc8Zu4nc6Rt7%2BLJeUgouiaC0kCZBhoOtygVcDwYh22S%2FtwRpfXG30ljlGD7d2JFoIKIVujch23WzxCIL8LrTH9ioA448%2FqK2jocc7xSq4y%2FXfgJ25mggTUQLilswK7kw6%2FAlnekb9mNTMBhOuHhL%2BlzULKrTTicTzBkWQyxJbqKTHo69uSbjnw6GSTY4eYCEgIYfxFxBZiPo9duOGxxAerHLMgWBqDp%2BQBkPund%2BTPd2AtCxFzUVWMRwOOavBhJH4uVtO71RYvRi4xGnukHXj4CREqhk8Q84VErykxs3gve2aAcTNHzTQKFoxx2NK7tVbstCUJHMLnQpPYFOusBtOtYWr%2Bz86ABwj82FJ7h2wFq4GlApgALDvPGst57XFNcGiswcKW1ILkJTroy1dYe5t2c7g1fbsPJ2xoYiKp6Af9TbiES5lWN5TuMVonTnQe4dZwOHVb3O2mzSdKb2ivLH3xIkMjdKznii2G3M5Dp7fU9IXw3Hzcd0DFCxvBeIkk9AwsTZnL%2B4hU9aBhfYQW%2BqHZXS6fJQPE0QDxaCiFwNhiQSv50pbT6JvbQQlVDxJsES%2B3sF%2F3Dvgol%2B7V%2FFdCmzrK0yzGJ2a3NLA6S4MjSDTIbTVV8tcEHHKT3Y2emTJf92Rz8x3xq8%2B5U%2Bg%3D%3D&X-Amz-Signature=19bbdfedaea78e3384d1c900fe7290efbf81b7272aef89f8ffb86bab42cc953d
http://www.javstudies.com/DergiTamDetay.aspx?ID=399
http://www.javstudies.com/DergiTamDetay.aspx?ID=399
https://books.google.com.tr/books?hl=tr&lr=&id=1co2IredmMsC&oi=fnd&pg=PA3&dq=Baldacci,+E.,+S.+Gupta+and+Mati.A.,(2008).+Is+it+(Still)+Mostly+Fiscal%3F+Determinants+of+Sovereign+Spreads+in+Emerging+Markets.+IMF+Working+Paper,+No.+08/259.&ots=lAqq4V93v_&sig=6XVoUwddRHhunD8G5tVW5kDWyho&redir_esc=y#v=onepage&q=Baldacci%2C%20E.%2C%20S.%20Gupta%20and%20Mati.A.%2C(2008).%20Is%20it%20(Still)%20Mostly%20Fiscal%3F%20Determinants%20of%20Sovereign%20Spreads%20in%20Emerging%20Markets.%20IMF%20Working%20Paper%2C%20No.%2008%2F259.&f=false
https://books.google.com.tr/books?hl=tr&lr=&id=1co2IredmMsC&oi=fnd&pg=PA3&dq=Baldacci,+E.,+S.+Gupta+and+Mati.A.,(2008).+Is+it+(Still)+Mostly+Fiscal%3F+Determinants+of+Sovereign+Spreads+in+Emerging+Markets.+IMF+Working+Paper,+No.+08/259.&ots=lAqq4V93v_&sig=6XVoUwddRHhunD8G5tVW5kDWyho&redir_esc=y#v=onepage&q=Baldacci%2C%20E.%2C%20S.%20Gupta%20and%20Mati.A.%2C(2008).%20Is%20it%20(Still)%20Mostly%20Fiscal%3F%20Determinants%20of%20Sovereign%20Spreads%20in%20Emerging%20Markets.%20IMF%20Working%20Paper%2C%20No.%2008%2F259.&f=false
http://www.sylvestereijffinger.com/wp2/wp-content/uploads/1-s2.0-S1572308915001357-main.pdf
http://www.sylvestereijffinger.com/wp2/wp-content/uploads/1-s2.0-S1572308915001357-main.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3157461
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3157461
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=273454
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=273454
https://research.cbs.dk/en/publications/sovereign-risk-and-currency-returns
https://research.cbs.dk/en/publications/sovereign-risk-and-currency-returns
http://www.fmaconferences.org/Orlando/Papers/DJZ_011315.pdf
http://www.fmaconferences.org/Orlando/Papers/DJZ_011315.pdf
https://search.proquest.com/openview/d4dd5705e879147b94b8427b6e7fd7b5/1?pq-origsite=gscholar&cbl=51667
https://search.proquest.com/openview/d4dd5705e879147b94b8427b6e7fd7b5/1?pq-origsite=gscholar&cbl=51667
https://search.proquest.com/openview/d4dd5705e879147b94b8427b6e7fd7b5/1?pq-origsite=gscholar&cbl=51667
http://academicrepository.khas.edu.tr/xmlui/bitstream/handle/20.500.12469/1834/TurhanBaranErdil.pdf?sequence=1
http://academicrepository.khas.edu.tr/xmlui/bitstream/handle/20.500.12469/1834/TurhanBaranErdil.pdf?sequence=1
http://academicrepository.khas.edu.tr/xmlui/bitstream/handle/20.500.12469/1834/TurhanBaranErdil.pdf?sequence=1
https://eprints.bbk.ac.uk/26238/3/26238.pdf
https://eprints.bbk.ac.uk/26238/3/26238.pdf
https://eprints.bbk.ac.uk/26238/3/26238.pdf
https://www.oecd-ilibrary.org/economics/what-drives-sovereign-risk-premiums_222675756166?crawler=true
https://www.oecd-ilibrary.org/economics/what-drives-sovereign-risk-premiums_222675756166?crawler=true
https://www.oecd-ilibrary.org/economics/what-drives-sovereign-risk-premiums_222675756166?crawler=true
https://www.oecd-ilibrary.org/economics/what-drives-sovereign-risk-premiums_222675756166?crawler=true
https://www.jstor.org/stable/pdf/1913827.pdf?casa_token=oAdAo-hOq6cAAAAA:4V66tfOsZz73-5WNJhc_Y-rMTI7pFSBNBH7o65bp7ApEz9UQodb03O6PnZEf4xm6d6heh3NjQ6ICriZlaXr3wEKZQUaVcOHiF2j-b7uT_Zt0xbUccLQ
https://www.jstor.org/stable/pdf/1913827.pdf?casa_token=oAdAo-hOq6cAAAAA:4V66tfOsZz73-5WNJhc_Y-rMTI7pFSBNBH7o65bp7ApEz9UQodb03O6PnZEf4xm6d6heh3NjQ6ICriZlaXr3wEKZQUaVcOHiF2j-b7uT_Zt0xbUccLQ
https://pdfs.semanticscholar.org/3a9d/0024220fdb0a593bba8f4751d07571b0ee77.pdf
https://pdfs.semanticscholar.org/3a9d/0024220fdb0a593bba8f4751d07571b0ee77.pdf
https://pdfs.semanticscholar.org/3a9d/0024220fdb0a593bba8f4751d07571b0ee77.pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.434.5839&rep=rep1&type=pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.434.5839&rep=rep1&type=pdf

Drivers of Sovereign Risk Premium during Financial Crisis: Dynamic Panel Approaches... 1351

Kargi, B. (2014). Credit default swap (CDS) spreads: the analysis of time series for the integration
with the interest rates and the growth in Turkish economy. Montenegrin Journal of
Economics, 10(1), 59-66.

Kunt, A. S. ve Tas, O. (2009). Kredi temerriit swaplar1 ve Tirkiye'nin CDS priminin tahmin
edilmesine yonelik bir uygulama. ITU Journal, 5(1), 78-89.

Al Mamun, M., Sohog, K., & Akhter, A. (2013). A dynamic panel analysis of the financial
determinants of CSR in bangladeshi banking industry. Asian Economic and Financial
Review, 3(5), 560.

Norden, L., & Weber, M. (2009). The co-movement of credit default swap, bond and stock markets:
An empirical analysis. European financial management, 15(3), 529-562.

O’Kane, D., & Turnbull, S. (2003). Valuation of credit default swaps. Lehman Brothers quantitative
credit research quarterly, 2003(Q1-Q2).

Ozatay, F. (2015). Parasal Iktisat Kuram ve Politika (4th Edition), Efil Publisher.

Pan, J., & Singleton, K. J. (2008). Default and recovery implicit in the term structure of sovereign
CDS spreads. The Journal of Finance, 63(5), 2345-2384.

Pesaran, M. H., Shin, Y., & Smith, R. P. (1999). Pooled mean group estimation of dynamic
heterogeneous panels. Journal of the american statistical association, 94(446), 621-634.

Shahzad, S. J. H., Nor, S. M., Ferrer, R., & Hammoudeh, S. (2017). Asymmetric determinants of
CDS spreads: US industry-level evidence through the NARDL approach. Economic
Modelling, 60, 211-230.

Tanyildiz1, H. (2019). CDS Primleri ile Tahvil Gésterge Faiz Oranlart ve Finansal Endeksler
Lliskisi: Tiirkiye Ornegi (Master's thesis, Erzincan Univesity, SSI).

www.turkishstudies.net/economy


https://www.econstor.eu/bitstream/10419/98841/1/059-066_kargi.pdf
https://www.econstor.eu/bitstream/10419/98841/1/059-066_kargi.pdf
https://www.econstor.eu/bitstream/10419/98841/1/059-066_kargi.pdf
http://www.itudergi.itu.edu.tr/index.php/itudergisi_b/article/viewFile/99/85
http://www.itudergi.itu.edu.tr/index.php/itudergisi_b/article/viewFile/99/85
https://s3.amazonaws.com/academia.edu.documents/31225900/560-578_%287%29.pdf?response-content-disposition=inline%3B%20filename%3DA_Dynamic_Panel_Analysis_of_the_Financia.pdf&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIATUSBJ6BAJQIF2WYT%2F20200522%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Date=20200522T164003Z&X-Amz-Expires=3600&X-Amz-SignedHeaders=host&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEPH%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCXVzLWVhc3QtMSJHMEUCIQDUue%2FPyqda5VSNMjM8D9p8V6HvDK9tCV%2FF6oOEYJPmuQIgI8USH6Z%2FSafpMzswMbEwjVxowL2K60KYfraoidk0Fo8qtAMISRAAGgwyNTAzMTg4MTEyMDAiDBid6vjgb%2Fjwc%2Foy6iqRA3fOqo5ElZtWL26dySfA351aUdXmZOFAHBMb8IX8xl90Tp8eyFUYiZukW9Sb41dWyti7jsdaPhJfZJ0idhnXQiWQdbmb4vq2xYc8UbTmt%2FdBuH4mrcPQ3yWbz4i%2B9%2FTdoRGV5QGwt7SHYpIUSv6gFOBDkoXDjcSEp5kbZoe8EEPZE5DBlg4wbPxyPZEUYq%2Ft%2B6BqBvXKz7ha37oW2UQa4ObOd5SCUHCkTh3sTdJhAI8y0%2FaybbWCDMeH87i3MqL79aahXBO9J%2BNpLtFm3htUlPazC9e2QdhV%2F7HgQSnwawh%2FYeQnYcyDGQ5xqvjopr7biR0wNHAEk0DTVOkkR7xXo3whq3PaFiYraSIkZwDcffNpbY4zhWoFOvEvl%2FGr5k6pYVLniB9xjZz3FvnGb5yZqKqJbvi4VY%2Bmsr%2BNshIrgH7DlDbxplxL3dauMh4GFe3DyN8DXAaIv%2BtZKb%2B4i4WKPS5Vd2vqcOL7IuxzSahKJLEVGrnu6scRz95zea3ouZ%2Bq%2BD24GEX4ndf2CmjaLqopE1odMKvwn%2FYFOusByN6w1xd%2FvOQWOhpbBT%2BrR2OSGepk2QBK0VvGjbnsnE%2F4cHDmrIjymOB7jLcAASq4x%2BXH8fAxXuzpM44uh%2Bhss%2BHqr4hZwEop3arweH3FwQTRuJgeMi3SbFTgYQi7ausaU1NhHiNjyOIe1%2FGSnqrkYsbLEGCfj6oLQ%2BZ0hn4a0idMkW%2BXge1Ktm0FaoscQnazqNEUPqpZki6Fjhrkxosxn80bd2yKPaIotIs3qubyFDKxusu58hW03v8WSsLYSmL4xWceQxy9QkqFbHYooNH9A3%2B8p2%2BIDokRtRp6H2PEhCutWNwtygqXlPMK4g%3D%3D&X-Amz-Signature=f77f3d6f8b716718d4099f8f5d80bb06c7bdccd642dc2364d7bb2bc34e491322
https://s3.amazonaws.com/academia.edu.documents/31225900/560-578_%287%29.pdf?response-content-disposition=inline%3B%20filename%3DA_Dynamic_Panel_Analysis_of_the_Financia.pdf&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIATUSBJ6BAJQIF2WYT%2F20200522%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Date=20200522T164003Z&X-Amz-Expires=3600&X-Amz-SignedHeaders=host&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEPH%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCXVzLWVhc3QtMSJHMEUCIQDUue%2FPyqda5VSNMjM8D9p8V6HvDK9tCV%2FF6oOEYJPmuQIgI8USH6Z%2FSafpMzswMbEwjVxowL2K60KYfraoidk0Fo8qtAMISRAAGgwyNTAzMTg4MTEyMDAiDBid6vjgb%2Fjwc%2Foy6iqRA3fOqo5ElZtWL26dySfA351aUdXmZOFAHBMb8IX8xl90Tp8eyFUYiZukW9Sb41dWyti7jsdaPhJfZJ0idhnXQiWQdbmb4vq2xYc8UbTmt%2FdBuH4mrcPQ3yWbz4i%2B9%2FTdoRGV5QGwt7SHYpIUSv6gFOBDkoXDjcSEp5kbZoe8EEPZE5DBlg4wbPxyPZEUYq%2Ft%2B6BqBvXKz7ha37oW2UQa4ObOd5SCUHCkTh3sTdJhAI8y0%2FaybbWCDMeH87i3MqL79aahXBO9J%2BNpLtFm3htUlPazC9e2QdhV%2F7HgQSnwawh%2FYeQnYcyDGQ5xqvjopr7biR0wNHAEk0DTVOkkR7xXo3whq3PaFiYraSIkZwDcffNpbY4zhWoFOvEvl%2FGr5k6pYVLniB9xjZz3FvnGb5yZqKqJbvi4VY%2Bmsr%2BNshIrgH7DlDbxplxL3dauMh4GFe3DyN8DXAaIv%2BtZKb%2B4i4WKPS5Vd2vqcOL7IuxzSahKJLEVGrnu6scRz95zea3ouZ%2Bq%2BD24GEX4ndf2CmjaLqopE1odMKvwn%2FYFOusByN6w1xd%2FvOQWOhpbBT%2BrR2OSGepk2QBK0VvGjbnsnE%2F4cHDmrIjymOB7jLcAASq4x%2BXH8fAxXuzpM44uh%2Bhss%2BHqr4hZwEop3arweH3FwQTRuJgeMi3SbFTgYQi7ausaU1NhHiNjyOIe1%2FGSnqrkYsbLEGCfj6oLQ%2BZ0hn4a0idMkW%2BXge1Ktm0FaoscQnazqNEUPqpZki6Fjhrkxosxn80bd2yKPaIotIs3qubyFDKxusu58hW03v8WSsLYSmL4xWceQxy9QkqFbHYooNH9A3%2B8p2%2BIDokRtRp6H2PEhCutWNwtygqXlPMK4g%3D%3D&X-Amz-Signature=f77f3d6f8b716718d4099f8f5d80bb06c7bdccd642dc2364d7bb2bc34e491322
https://s3.amazonaws.com/academia.edu.documents/31225900/560-578_%287%29.pdf?response-content-disposition=inline%3B%20filename%3DA_Dynamic_Panel_Analysis_of_the_Financia.pdf&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIATUSBJ6BAJQIF2WYT%2F20200522%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Date=20200522T164003Z&X-Amz-Expires=3600&X-Amz-SignedHeaders=host&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEPH%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCXVzLWVhc3QtMSJHMEUCIQDUue%2FPyqda5VSNMjM8D9p8V6HvDK9tCV%2FF6oOEYJPmuQIgI8USH6Z%2FSafpMzswMbEwjVxowL2K60KYfraoidk0Fo8qtAMISRAAGgwyNTAzMTg4MTEyMDAiDBid6vjgb%2Fjwc%2Foy6iqRA3fOqo5ElZtWL26dySfA351aUdXmZOFAHBMb8IX8xl90Tp8eyFUYiZukW9Sb41dWyti7jsdaPhJfZJ0idhnXQiWQdbmb4vq2xYc8UbTmt%2FdBuH4mrcPQ3yWbz4i%2B9%2FTdoRGV5QGwt7SHYpIUSv6gFOBDkoXDjcSEp5kbZoe8EEPZE5DBlg4wbPxyPZEUYq%2Ft%2B6BqBvXKz7ha37oW2UQa4ObOd5SCUHCkTh3sTdJhAI8y0%2FaybbWCDMeH87i3MqL79aahXBO9J%2BNpLtFm3htUlPazC9e2QdhV%2F7HgQSnwawh%2FYeQnYcyDGQ5xqvjopr7biR0wNHAEk0DTVOkkR7xXo3whq3PaFiYraSIkZwDcffNpbY4zhWoFOvEvl%2FGr5k6pYVLniB9xjZz3FvnGb5yZqKqJbvi4VY%2Bmsr%2BNshIrgH7DlDbxplxL3dauMh4GFe3DyN8DXAaIv%2BtZKb%2B4i4WKPS5Vd2vqcOL7IuxzSahKJLEVGrnu6scRz95zea3ouZ%2Bq%2BD24GEX4ndf2CmjaLqopE1odMKvwn%2FYFOusByN6w1xd%2FvOQWOhpbBT%2BrR2OSGepk2QBK0VvGjbnsnE%2F4cHDmrIjymOB7jLcAASq4x%2BXH8fAxXuzpM44uh%2Bhss%2BHqr4hZwEop3arweH3FwQTRuJgeMi3SbFTgYQi7ausaU1NhHiNjyOIe1%2FGSnqrkYsbLEGCfj6oLQ%2BZ0hn4a0idMkW%2BXge1Ktm0FaoscQnazqNEUPqpZki6Fjhrkxosxn80bd2yKPaIotIs3qubyFDKxusu58hW03v8WSsLYSmL4xWceQxy9QkqFbHYooNH9A3%2B8p2%2BIDokRtRp6H2PEhCutWNwtygqXlPMK4g%3D%3D&X-Amz-Signature=f77f3d6f8b716718d4099f8f5d80bb06c7bdccd642dc2364d7bb2bc34e491322
https://www.econstor.eu/bitstream/10419/25413/1/482907959.PDF
https://www.econstor.eu/bitstream/10419/25413/1/482907959.PDF
https://www.researchgate.net/profile/Stuart_Turnbull/publication/228872070_Valuation_of_credit_default_swaps/links/0c9605235c2033424d000000/Valuation-of-credit-default-swaps.pdf
https://www.researchgate.net/profile/Stuart_Turnbull/publication/228872070_Valuation_of_credit_default_swaps/links/0c9605235c2033424d000000/Valuation-of-credit-default-swaps.pdf
https://scholar.google.com.tr/scholar?hl=tr&as_sdt=0%2C5&q=%C3%96zatay%2C+F.+%282015%29.+Parasal+%C4%B0ktisat+Kuram+ve+Politika+%284.+Bask%C4%B1%29.+Ankara%3A+Efil+Yay%C4%B1nevi.&btnG=
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.2008.01399.x
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.2008.01399.x
https://www.tandfonline.com/doi/abs/10.1080/01621459.1999.10474156?casa_token=LOoKKv5YocAAAAAA:9Pru24B61JXTSWxZ2cRV4unLUzSSx9XWPyNkWKKXlx3nmPSs6UW9VzxrfAhN7s5QiTbL_YllXVOL-A
https://www.tandfonline.com/doi/abs/10.1080/01621459.1999.10474156?casa_token=LOoKKv5YocAAAAAA:9Pru24B61JXTSWxZ2cRV4unLUzSSx9XWPyNkWKKXlx3nmPSs6UW9VzxrfAhN7s5QiTbL_YllXVOL-A
http://iranarze.ir/wp-content/uploads/2017/01/E3432.pdf
http://iranarze.ir/wp-content/uploads/2017/01/E3432.pdf
http://iranarze.ir/wp-content/uploads/2017/01/E3432.pdf
http://earsiv.erzincan.edu.tr/xmlui/handle/20.500.12432/3908#sthash.tSLStmJ2.dpbs
http://earsiv.erzincan.edu.tr/xmlui/handle/20.500.12432/3908#sthash.tSLStmJ2.dpbs

