Taylor & Francis
e Online & !

Home P All Journals » Economics, Finance & Business P Applied Financial Economics P List of Issues
» Volume 20, Issue 15 P Macroeconomic uncertainty and credit def ....

Applied Financial Economics >
Volume 20, 2010 - Issue 15
806 42 0

Views CrossRef citations to date Altmetric
Original Articles

Macroeconomic uncertainty and credit
default swap spreads

Christopher F. Baum ¥ & Chi Wan
Pages 1163-1171 | Published online: 05 Jul 2010

66 Cite this article https://doi.org/10.1080/09603101003781455

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article [ia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

This article empirically investigates the impact of macroeconomic uncertainty on the
spreads of individual firms’ Credit Default Swaps (CDSs). While the existing literature
acknowledges the importance of the levels of macroeconomic factors in determining
CDS spreads, we find that the second moments of these factors-macroeconomic
uncertainty-have significant explanatory power over and above that of traditional
macroeconomic factors such as the risk-free rate and the Treasury term spread.
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1 Tang and Yan (2006, 2008b) model firms’ default risk as depending on (among other
factors) the volatility of aggregate economic growth. However, their model contains a
fixed level of volatility, while we focus upon the variations in macroeconomic volatility

as a factor influencing CDS spreads.
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