
 No Access

 Previous Next 

Keywords:

Journal of International Commerce, Economics and Policy Vol. 04, No. 02, 1350010 (2013)

EUROPEAN SOVEREIGN BAILOUTS, POLITICAL RISK AND
THE ECONOMIC CONSEQUENCES OF MRS. MERKEL
STEFAN COLLIGNON, PIERO ESPOSITO, and HANNA LIERSE

Abstract

The European economy was hit by a confidence shock in 2009 when the Greek

government of Papandreou discovered the true amount of public deficit. The

subsequent loss of trust in European fiscal governance reduced financial markets'

willingness to lend to indebted governments. The European Union established the

Financial Stability Facility to support debt-ridden states but without lasting

success. The continuously rising Greek bond yields suggest that the information

transmitted from political leaders did not reduce investors' risk perceptions. We

develop a theoretical framework, in which financial market participants do not

know the real rate of return on Greek assets but infer it from the signals emitted

by informed European governments. Based on a unique news dataset, we

investigate the impact of good and bad news from the European institutions on the

Greek interest spread. The results demonstrate that the noise around the

European decision-making process substantially raised the bailout cost.

Sovereign debt bailout Euro Area Greek crisis political communication

Garch models

JEL: D82, E61, F36, C58, G15, H63

|

https://doi.org/10.1142/S1793993313500105 Cited by: 4 (Source: Crossref)

   

   

Home

Journals Open Access

Cookies Noti�cation
We use cookies on this site to enhance your user experience. By continuing to browse the site, you consent to the use

of our cookies. Learn More I Agree
××

 

Subject Books Resources For Partners About Us Help

https://www.worldscientific.com/
https://www.worldscientific.com/doi/10.1142/S1793993313500099
https://www.worldscientific.com/doi/10.1142/S1793993313500117
https://www.worldscientific.com/worldscinet/jicep
https://www.worldscientific.com/toc/jicep/04/02
https://www.worldscientific.com/keyword/Sovereign+Debt+Bailout
https://www.worldscientific.com/keyword/Euro+Area
https://www.worldscientific.com/keyword/Greek+Crisis
https://www.worldscientific.com/keyword/Political+Communication
https://www.worldscientific.com/keyword/Garch+Models
https://doi.org/10.1142/S1793993313500105
https://www.worldscientific.com/page/connect
https://www.worldscientific.com/action/showCart?FlowID=1
https://www.worldscientific.com/action/ssostart?redirectUri=%2F
https://www.worldscientific.com/page/wsjournals
https://www.worldscientific.com/page/open
https://www.worldscientific.com/page/help/privacy-policy
https://www.worldscientific.com/action/showLogin?uri=%2Fdoi%2Fabs%2F10.1142%2FS1793993313500105
https://www.worldscientific.com/action/showPublications?PubType=all
https://www.worldscientific.com/page/worldscibooks


Privacy policy

© 2025 World Scienti�c Publishing Co Pte Ltd

Powered by Atypon® Literatum

     

https://www.worldscientific.com/page/help/privacy-policy
https://www.facebook.com/worldscientific
https://twitter.com/worldscientific
https://www.linkedin.com/company/world-scientific-publishing/
https://www.youtube.com/channel/UCDw6b_X0ccpwcc78iMjsI_Q
https://www.worldscientific.com/page/newsletter/subscribe
https://china.worldscientific.com/wechat-qr-code/

