
 
 
  
  
  
  
Download

  
  
Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco
de la República (Central Bank of Colombia). It contributes to the dissemination and promotion of the
work by researchers from the institution. This series is indexed 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
República or its Board of Directors.

  
AUTHORS AND/OR EDITORS

  Gamboa-Estrada, Fredy Alejandro Romero-Chamorro, José Vicente 

  
  

The series Working Papers on Economics contributes to the dissemination and promotion of the work by
researchers from the institution. On multiple occasions, these works have been the result of
collaborative work with individuals from other national or international institutions. This series is indexed
at Research Papers in Economics (RePEc). The opinions contained in this document are the sole
responsibility of the author and do not commit Banco de la República or its Board of Directors.

                               1 / 2

https://doi.org/10.32468/be.1282
/en/author-editor/gamboa-estrada-fredy-alejandro
/en/author-editor/romero-chamorro-jose-vicente
https://repositorio.banrep.gov.co/handle/20.500.12134/5018


 
 

  
Publication Date:
Monday, 23 of September 2024  

  
  

Abstract

This study examines the determinants of sovereign risk, focusing on the impact of geopolitical risk in
emerging market economies (EMEs) sovereign risk metrics. Using local projection techniques, we
evaluate the effects of geopolitical risk on credit default swaps (CDS) and EMBI indices in EMEs,
including the recent war between Ukraine and Russia. Our findings highlight the significance of
considering geopolitical risk when analyzing risk premiums for emerging markets. Notably, we find that
the impact of geopolitical risk shocks on CDS is higher than the effect on EMBI spread dynamics.
Furthermore, using recursive estimations, we show that the effect of geopolitical risk on sovereign
CDS and EMBI spreads has been relatively stable. On the other hand, we find an important degree of
heterogeneity across countries by analyzing evidence from individual countries. Some countries in our
sample seem statistically unaffected by geopolitical risk, particularly when examining EMBI dynamics.
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