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Working Paper No. 996 Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco de la
Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the work by
researchers from the institution. This seriesisindexed at Research Papers in Economics (RePEC).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully responsible
for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein are those of
the authors and do not necessarily reflect the views of Banco de la Republica or its Board of Directors.

AUTHOR OR EDITOR Daniel Ordofiez Jose Eduardo Gomez L uis Fernando Melo AUTHORS AND/OR
EDITORS Daniel Ordofiez

We study the determinants of sovereign default risk for agroup of 23 OECD countries using quarterly data
spanning the period between 2000:Q1 and 2016:Q3. Applying the recently devel oped panel dynamic
heterogeneous common correlated effects estimator of Chudik and Pesaran [2015] our study innovatesin
considering potential endogeneity issues and cross-sectional dependence. We control for global risk appetite and
country risk ratings. The results show that common factors are the main drivers of solvency risk for our set of
countries. Specially relevant, we find that macroeconomic determinants are not significant predictors of long-
term sovereign spreads.
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