
Ad
ve

r

Journal of Futures Markets / Volume 24, Issue 1 /  pp. 71-92

Research Article

Explaining credit default swap premia

First published: 11 November 2003

https://doi.org/10.1002/fut.10112

Abstract

BIBLIOGRAPHY 

Bakshi, G., Madan, D., & Zhang, F. (2001). Investigating the sources of default risk: Lessons from empirically
evaluating credit risk models. University of Maryland and Federal Reserve Board.

Blume, M. E., Lim, F., & MacKinlay, C. A. (1998). The declining credit quality of U.S. corporate debt. Journal of

Finance, 53(4), 1389–1413.

Campbell, J. Y., Lettau, M., Malkiel, B. G., & Xu, Y. (2001). Have individual stocks become more volatile? An
empirical explanation of idiosyncratic risk. Journal of Finance, 56(1), 1–46.

Campbell, J. Y., & Taksler, G. (in press). Equity volatility and corporate bond yields. NBER Working Paper No.
8961, Journal of Finance.

Christoph Benkert

PDF

This article proposes a simple approach for explaining credit default swap premia. Speci�cally, it
investigates the e�ects of historical and option-implied equity volatility on credit default swap
premia, thus extending an idea proposed by Campbell and Taksler (in press) in the context of
corporate bond yields. Using panel data of credit default swaps on 120 international �rms from
1999 to mid-2002, it becomes evident that option-implied volatility is a more important factor in
explaining variation in credit default swap premia than historical volatility. © 2004 Wiley
Periodicals, Inc. Jrl Fut Mark 24:71–92, 2004
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