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MNIND NPNTYUNNN N7IRD MNIVYN NX 0295309V DMNIND
OECD-n my11m3) INYWIa

120V 319 10T DY)

1PN
MY Dy OECD-n M»1na moIRD NPNOWHNN MXIWNN DN DNMN DX N NTIAYa
D»9355,0°9710°T DMINYN MY 955321 NONX MNXIVN DY DIOWIWNIY DIDINN D1DIN NX DITHINY
S MNP VIDYD IPONMIV ,DMIVN DNINN NYAYN P2 PNIND XD NMIPYN NIVNN .DY0IVN
,DYOPD9 N0 NN 1Y ; DOMIND DN ; NOYAVN NN NN DIXDNINY ,01)2) DM
MPTA YW ON NN DT DTN DIDIHY .)2IN NN NIYD MYIN MO THNY NMIANDNN DY DIYLIY
OYAVN NDINY DI DIRNNNN . OWOPYNN NN OITHY NIYNI NPOIY GO YN INIUND
DY M2 DOINNITN OMPYN APY WAVUNY , MPTINININ DI INNN XD PRI I9INA 1T
NI NDNINN DOIVINNN NPT NIININ TPNVIPNIY D) NRIN .MIIND NPDIN
oY MNINNN DNVA DWIYNIY DMIPOYN DMINTNNN DININN NN DNNN ,1IIVNIIND
NN NN MMPTHN 27P2 OYPOD NP0 M) DY OMNNINNT MNYD . MININD NPIN
DYNIND 1VNY NRNN PORIYRD INPTY TWNRI .MOTHN P2 OPON DMWY NI NN
DNNDNY ,0N2 OMPYY DN, MNIWNN DY NYAVN DNNY DINPTY PR NITHNIY D»HIDON
NPN2N NYAYN ¥ L(DININ NWD) YDVIIPADN NPT D NPINI 1) INIUND 1202 MDY



The factors that explain long-term government bondyields
in Israel and OECD countries

Noam Michelson and Roy Stein

Abstract
In this paper, we analyze the long-term governrbend yields in the OECD countries
over time, and estimate a range of factors thaachihese yields. These factors include
demographic, economic, and financial variables. fitaén goal is to distinguish the
impact from the various factors, which were dividet three groups: structural factors
that impact the natural rate of interest, cyclikators, and fiscal risk factors, which
depend on the probability that countries will béeaio service their debt. Using this
model, we examine if credit ratings have additiomébrmation that is taken into
account by investors. The findings indicate tha tiatural rate of interest declined
significantly and that it is a cross-border facwwhich has an impact due to the many
demographic changes on long-term interest ratesalééefound that the low inflation
rate and the accommodative, unconventional, mopgtalicy are the main cyclical
factors that have impacted on long-term interestsran recent years. The variance in
the development of fiscal risk factors in the coi@stis the main reason for relative
changes among countries. With regard to credihgati we found that beyond the
economic factors that were estimated, the credmga themselves do not have an
impact on yield. However, ratings changes thatdaidi an increase in credit risk, as
well as crossing the speculative-investment threlsiim both directions), have a

significant effect.



Nan .1

MDYNN NX PN ,NNNPN I2VN MIAPYA N2 MPTNH 2P XNHWNNN 2N DINYN D1 TN
DXMILY MPTH PTFDY MPANNY 1IN MNN DY )T IXIWN NOPNYNY 2INN MY N1NID
DI DY DY MODIINY DWPYNN MWD DX NIPWNY 1T 1PTY IXIVN .DMININ
MINY ,TNPNA DDIN) DINYYD YMYNYN JI9INI PNINKD MUY TP ,001091 D»DI0ON
Sy MYNY ,ON MNNaNN .OECD-n m»T1n 2172 9¥NY 02 2NN DY DINYN DYIN
TN DX NIRY I WD ,MDIND MNIWNA DTN PAY MAND NPHNN P ISNY 2INON
NOO0N TN NN NN ORIYRD NPT DV NN ,2INN MY NINNN 12D MIPNNMI MN8N

20992 MOIND NPNOYNNI MINIVNL DMV

1D DN WIM 27NNV ND DN D), TIND DRIV NOIRD IRIVNN 1T 00IPNRD VNI
9 NAPNRI MII MINTHIAY T PAD DXIWIY 1T P YN 1IN MO NI DY 79010 M)
NON NMINNAND ODDUN DINNY WM TIND 1T NAPRI MNXIWNNY 55X APOPya IArN
375,392 .7 THN P2 PINKD NVYA DINVYY DMV DI3551 DMIINN DY 21910 TN MTYN
NN PNIAD VN ,MDMIND NPNOVNNN MNXIWNN DY DOWIWNY DNV DNINN NN TIIND
NN Y92 MNIWVNN DY DOWIYNY DANMYNN DMNDIND DX TINNDY 29 MM MNIWVNN

PINND VYL INNY DT DINGD NIYHD NINM I NTIAY . THNIN

NN DPADNY DMIINN NN 2018 Ty 2001 0Nwa OECD-n mM»717 712y »N1a i NTay n1ona
,IDYIND ANIWANLPND) 1O2W 10-Y 5-9 MYITINSND A7AN DY MINWDND NIDIY TINNON DX
INIWNNY [, NYNA DNTIP DMIPNND NNITA VRSN ZO0NOWNNN INND MYYD JITOIN INNNY
NP0 97 ,021599N DOPIAN DY NMAIYNN 0N OPNIND D971 XTDY N0 NOIND

A21PYa0n NN DX DOPYNRY NMIVIDIN DM)2N DN DHPDD

25 NN NODPDYW NTNIRN IRNVNND MZAPNNY NPIYLN DY INIYRD INPT NYaVN NN D) NN
TYY OND 920N 11D NN NI DITHNIN DTN DIVIN NYOWNY 12¥0 .0»YIYON DMNINN
LDWPYNN YTTOY MYAITIV MNXIVAN NN MOAPWNY NN DY INTUND MNIT DOWIVN NNd
,NYPYN T NON IN NOYN TP8N DIDDDYW OMNYI YDWUN NPIY NPT DMWY NINNND
NPINNT XY GRYINIYRD DIVTO PR .DTNIRD IRNIVHND MZIAPNNY MMYOLNIN PON DXPI0N
DMIN NYN DIRNNND .0MIITON OMIIND WV NYIVND T2yNn  MNXIWNN DY NYIVN DY
DMV PAY NPDION NIIWNN DY NITONN PAY PINN IWPN DY DOWOIANN) NINDNN LPOINI
NIN MY Y NPT MNNINT MIYAVN TIN IXRNIND .NPNINDPAN INIYUND VT NP0 HY

9N NP DY DWAWNY D»DITI1 DININN JIDINT 1Y ,MNTHN MO1INY

7252 98PN NNV DWOWNY DRI P2 NTION MYYD 1IWN NPNOWHNI NYIND YW MNIWNN NN DYMavs !
95 MY IWY-UNRN THIOPHNN TINNN NNV NN YN T TN .DIININD DNV D) DIWIVNHY DN P
TNADN .ONY YNN TUND DNV YNN Tyl MNIYY MMANY 1PIID ONMNNY JTOIX 10T NP 552 NI»TH
STIIND NNV YNOWNNHN 2INN NVY SYW )TOIN 1T INIVND NONMD NIPINND

JOP 990N TPPNNY NOINN TN ,2018-1980 DNWN P2 MPTH 51 MNAY DN N DY NNONI VHITY DMNININ 2
TTIMNNY NITT IV .2001 MHIVN SNN ,0XTHRN NMPNN PYN2 P OECD-n M 1o mo»ww nYx ,m»THn bv ANy
D27 DN DMV DY

DOINYN DXPNNN IV PYNI PPYNT NIT TIONT NN DX INYNHN TPONNT 1P NN 7Py 70 3
SPNDAPND NPHIVNIN MNNIN HY M0 Wicksell (1898) » 1Dy NNIWKRIY NITNHN MYV NN OWAIN 19INI
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NIPINY NPPANND M0 DNNTHY DIXRINNT NN DOPINN N NTIAYA WIAPNNIY DININNN
NIV DTIND TR T NTIAYA NNIY DNIND 2D MDMINRD MNIWNN PAY IWPN DV NN
)20 M0 DPNINND DNIN,01)2N DN P2 PNANY 0OV 57N NTINNI

AR DY MNXWNN DR PA0NY OPINKR IPNNI APDIYY NMNADN IR NPDI XN I3
DINNA NPINND MDD NIVN MIN INNND ,AN PPN DTN NMIAY NN NPNYVNIN
2y D255 DM NYIYN — DDV NV MNXIWNN NPNIAY HINNTINNDD NN 1N 3 P9 .Y
DIMN NN INNI 4 77192 . MNIWNN TV 1201 RO PONN DY INIURN NPT DYV, mMNXIWVIN
DYV 90N MYNIN MPITI NN 1N 5 9792 .NTHIND MXIIN MIPOY NN 18 DITHN NN

.D2D) 6 P92 NPIPOYN NNPONA 1N

mH9v nYpe .2

PAY TIND DWW NN DY INIVNN PAY NN ITDY NTTHIY OXPIND DY 12700 MY Nyna
DTN ¥ DY ,TON NVIYI (NMT D7/NKNIA) TIARNN DM NAY NPTHN DY NIX DY DRIV
195 MNY NV DTN NN NTIN (2013) YPOTINA SPNVLINI HYIVIN TTH D MIAD2 DMINNY
2N NNVNND DT NNYD NPTHN DY INN MDY NPNA IRIWI YTINNND NIND XNNIN NN
AT MDY DY DIWAVNY DNNVNT MNND MIT NIYIN ¥ 00 NN YT PR PV AN
P ND NYOVIN INXIVANY DANTH ,NPTH NN DY IRIWNN NTHRNI NPOIYY MI90N
N0 TN ,TPHVIN NI DNIPYNNI DX XIN ,NNTHN DY DOINNT DYPDD DINWNIN
NPPTHNN TPIVIPNN NADN GOV NIVNNND ,N7YY 99D NPTHY OOTIN»D D»HID5
Giordano, Linciano and Soccorso nmnTo INI) N0 NINONN NTHN J2) MIVININN

.((2012)

NP DY OINNTH OMPYN DV Nyawnn NN NN Carvalho, Ferrero and Nechio (2016)
NMPNY TIOND NXIN NN ND>TH 01NN NOMNA NMDY .1 : NYAWNN IXITY DX NN NPONIN
; DAMYN AYAYN YO IODIDIIND DY) AXPA NTPY .2 .12 NTPY XND To2 NINMY NYIINN
DN NN TPORND DTN TR ,TIONIN NI NN NNY NN, TN TV NNN DN NDPTHIN NN
NOM NIDVNY YIPXAN NN DINNNY NN, (NTIAY D)2 DINIINRD NYIID 922 DXNIIN DY) MONN
YIPIYN DINN NN DIINNINNN DNV DTN 29D MNNK OMNN NYMINA NMDYN 1IN NMOHYD
TV OOV P 1990 NN WAWN 1T DN NPDIVIN TPONIN NI NINM NIVNNNND NTID
DMWY ,(2017) NV GMWYND DIINNI NN DN .NYN NP2 DTPN TON INNNY
NN NI9N2 ©XNPN9M J99) YIPIIY DN IXIUND YN NN NDYYND DD THIN NON D INNT
Y2 NN Y ONOY NTNRN 20 TPRINK 01NN NYMNL NMOYN .1HPYILN NN
INPNAN PIN MYOYNN XNV N2 NODN NYP DT TPXINK NTIDIN ANPA DTN MYV
IIINID 1IN YD DIV 919 DY .HINND NMITIPI 2-2 2016-1990 DMHWN 2 NPYALN NN NN

4 Altman (1968), "Financial Ratio, Discriminant Analy and the Prediction of the Corporate
Bankruptcy", Journal of Finance, 23.

5 Merton (1974), On the Pricing of Corporate Debte Risk Structure of the Interest Rates", Journal of
Finance, 29.



NV NON ,TPINTNND IRNIN P RD NN N2 NPAIYHD MPTHA N¥22 NPV 2017 P2
W5 NMINNANNN SNPDNIN TPONIN NN DY DPYNN NP DT DY NRXIN O) INNN
-N) AMOVIPIR PROPN NIWYYNL DIMN ,NPYILN NP DDA DXDNMIN OITVINM
VN NMVIA NMOYN YTOY NYAM TONIN NI NNV NOIMVY (secular stagnation
Holston 01 nnn 15y 282 NN NHNNNNY D¥2PN2) MYPYNIA NTPY Dapna , iond
DNV YPI HY ITPY NIYILN TPUNIIN NN MTOIN NN N I PINN IpNn1 et al. (2017)
MYPYNA NP IMDIVOIRD NPT PO ,MIAT NPIAIWN MTNI DIVNNND D MNT

YPYN NN HY SO NN

NPNOWNNN NN MNX MXIWN Y HHPDIN NPITHN NYOWN NN MIN2 NIPONNN MIODN
7O ; PHPDION NPPTHN NN DNYMNY DMIPPY DANWYN MW MDIND MIO0N 2N 19IN
WP DY PRI 19IND WOASN DIRINNM (MDD Y IN) NYINM INND ON*2 23NN

: DM DX¥IY NYIINT,MNXIWNN PAY NOPHY NPITHN P2 22PN

;NN MDY NN NOYNY NDIRN NNPNI DY XM D11 W) — NINND DPpPNT .1

DN ,ANIWNA 7MY WNT SNOWNNN 2N SNMIYHYN ) — DXOON PPN BINND .2
; PINNIN DXOIIN PN NT YV IPON NN DYTHIND DINDYODN DOYPWNN

“NON) DONOVNNT MAINNNI DIXNNT ¥ ITDIIN PIANY YYNN — MINDIPRD NP .3
PTAD INIWAN NN DN DT NIRYI TPXIINND NPIXN NN MOYNY D10Y (DTN
S TINNON NN DY

NPTHN DY DX NVIVA NN YYNT IR 7YY DY D7) 1IN — HYIN DOV PO .4
SVIND MINIWNA NMIZIN ND0N NN NN T ITIY MOYNN

P2 MNWNRN NITHIN TR ,MNXIVNN DY YOUNY PN DIND DININ XY NPIPDIAN NPITHN
1IN, Ardagna ,Caselli and Lane (2007) ,5¢15 .0TNN XD 95 N ©INNA DPOIWY DIPNNN
1IN INOVNNN PYINN DY INYOYN NN A0ND YT, NPNYWNN NN DY MNIVN DY DI 011

.PN2IND DT MNWN KNI OINN ONIWNND NIYIN DX TN Laubach (2009)

1M NPYIPID NY DRI 939 MM MNIWNN NX 0N QN 0»M2 Gruber and Kamin (2012)
DNYI ,NT DY .NI2N NYINN NYIUNYI NPNOVNNN MNIVNN DY NPNN NYOUN ¥ 1ND
NPYTHN MNNVN MY HY MPNIN T0IN DYAPN DN, TINNON MNIWN DY NON DNNVH DMMAI
DY NPYIYI NPNY MITO MYNNNIA NYIVNN NX Poghosyam (2012) yna onmiyy .noHpoan
MNXWVNN DY NYawn ¥ IN-N 0N XpNTy Xy (Cointegration) Manmwn mmin
Wawn 1NNV 0N N R8N Ardagna, Caselli and Lane (2007) . 778N NNIVN SY nO»HHMN
P NPNAM NYIYNN ; TN ROX TINODD KD NN INYIWN DIN ,MNIWNN DY 22PN 19IN2

HN0N NN DYN NOW NNV

NYITRN OV NYIYNNY TI9 NPPINNRD NPITYN 129NN (GFC-1) %521551 703091 12wni INND
OIPNNN AT NFDY O) MNYN NN TN NINY DPNR NPX MPTHN P2 MOPDIN

: DININ DIDIY 9N ©
Stanley Fischer, July 31, 2017, "The Low of GloBaal Interest Rates", Conference to Celebrate
Arminio Fraga's 60 Years in Rio de Janeiro, Brazil.
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T I3 MDY NPNAN NPN NNNNN DY NYIVNNY To9 MDON NN TIIND YN DM PIIND
N0 H¥NY MNWNd VIX nynTunn 717 nX 9o Jaramillo and Weber (2012) ,.5vnb
595 ; HYAIVIN NAA0N PNOOD DRNNA MNYN ININ-2INN DN DY NYOUNNY INSD) YD)
91 Baldaccei and Kumar (2010) .,mXwnn Yy 2300 YW Nysawnmn N721) 7,920 120NV
MY2NN MYAYN) PYnNn Y 01N DMNIMNI DN DN YN DY NYaVNn NHHY

D929 DX0ION DXPNVNN

NITY2 0PN 2012-) 2010 DNV TINVINDPAN YAV YIP YTFDY 1NDNAY NTY DIIINN NV
NN DY T MNXIVNN P2 IWPN NN NN OXITH NP MDY 29 NITN 1900 DY 939 911
SV NYOVNN NN )INAY NN DNOYW NPV NIVNN 772381 INN YNOWNN VI PAY DTN
YD19N TAWNT MXXIN NN TN NONX MNXIWN DY NN IND DY SNOWNNND )IVIIN
NOYAY 1IN TP MINIWNN 1PN INDINN IND DYDY PINKOY 2008 MV HNNY Y5200
TR, 0NN D2 0N MNXIVNN DY NP NYAYN MHYAd NON D3ININNA INYDIY DINUNN
LINDNN PRNDN ,ININD 0NN NM2) ,ININD NYINN/IND LW IXINN : DN ONAY OMIPOYN
Cantor and Packemny T 1x7) Moy mdTn S¥ MNXIWNM NISPN NN ,IND9RD NNI

M»TNI MNXIWNN DY NAMYNT NPNTINM NNOY MNTN S NYIVNY 18 N3 WPl (1996
nyv on .pnwo Jotikasthira and Lundblad (2015) Sv DnNHN2 1IN ,07191 NOW
DINYIY NV TIT DMHIDIIIPN DIOVIIYIN NYIAN RO DPIN MPTHN P2 NOMWNHN NPNTINNY
DMNWYN DY J9IND ININD 12D NYAWNI DXIND 1IN NANNY THIVINNT NPTHN : DMIPY
MV HOITY NIY ,NIPDY DWPYNT PNININ 1D) MININD NINIWNL NV YPY OINIY DMIIYS

APTAD MNIWNN 22D P KDY DDA DID)N 5552 M M TNI

NYIIN DY NYOVNN NN (2004 ,92 DY TN DIINNN TYNNI) WTNN YTHN (2015) 12> 9192
NN .OTIPN NYYL INYOVN NMYD 1T NYOUNNIY INNNDI INIYI MNXIVNN DY NOUNNN
ND DMWY IDNY DODIND NON DINSNND PN R8N XD DD NINNDTNONN NN NI, TN

.92y20 NNY 9N NYAVI NTID NRIVNN DIOWPWNN MDY NN 1INNNA DXDVIAN

NMYOYNN AR 0’17 OO PINN DMINNND IPTI 2008 MV 1D2I0)HN PDIAN H1IWNN MIAPYI
MYPTN YTDY PONNY SNHUNNT NVAIND DY 1PTID MNIWNN DY INIYUND INPT DY Mnwn
72WNN MIAPYI HMINN 2NT MIPNNDI NN PT TN NN 20N OMPYN NN TNPNI) NV
YN DOYIPR MIAPYI NYTINHDM NIIYNN NN 2230 DI DMIPN TN ININIVINM 22D D)
PID ONNN INIYRN MNPTY OO PINRND DIRYNNT DRI NN MNPXA MINY .0MaN
SV M DWPYNN DY N DNPYPTH 2NV OYODN DNYY DX0N NNNNA SMIVHYN
NN PYNY N Driss, Massoud,and Roberts (2016)9)75 WY .02 »an72 0 NIVoNIN

7 Baldacci and Kumar (2010) "Fiscal Deficits, Puliliebt, and Sovereign Bond Yields", IMF 10/184.
Poghosyan (2012) "Long-Run and Short-Run Deterntinah Sovereign Bond Yields in Advanced
Economies", IMF 12/271.

N22 MI902 NYIPHRY IPINRN NTHRRD NTPHNN 017 DIVVMPR DXNVNNI ININ NNV P &
(YN NIPN) NPT N1V NYIUN



SYONIYRD NPT OY HY NYIWNI TPHNN NYNRIN : 701IPY DINIT MWD NPPINND MID0N
21991 NN TPRNN AWM PNM 2NN MY 5y DOPI1AN YW TNPNIY DITIRM MPTN
1V AN PIYNY OO N TIT OPI2 YW TNPNID) DITPINNN ONPT DY DWAWNY DINWNHN
1)V 71272 MYTINN DY NYOWNN DX NNNTY 1IN (2004) Brooks et al. oxawxn »mi1 ma
YAV NV 29D NIN INTYND INPT DY NPWNWD NI NYOYN INSD PNIN MDY DY NPT
NPT O nvawnn X N2 Kim and Wu (2008)n5yn v RN M»wnwd 1151 NOuymn
NPT 2T WIN YRV IR DNNAINHD DOPYN 51 27P2 DMNINDPIAN NN M0 DY INIUND
J9IND NNNTH MIADN .NPDIPR NPDIS NMINNINT DY PNAINY 22PN 19INI DNIND INIUND
TRONY N¥NND PRIYN MNDTI DOV IRNIND IPOYL )P T MNXIWNN DY NYawn v 155
.D2197 %53 9272 YNV 103551 YN DY MIND PNRIUNRN MNDT DY DWPYNN NNYYIN DY
DYTINDN HYOINIIVN YN MOV IRIUND NPT NPNOW Ny Matolcsy and Lianto (1995)
YIN YN DXPI0N NI NIND NPT DIWWY 1IN NVY I2TIY ININ) JNDY NIND ONPTI
NYaUn AN MNIWNN DY DPMVYN 090N MMTIN DM NN OTDY 1DV 0N .IvD
Afik, .PWO wIN YR NN N DX NPT MTND DY MIDNN PIY INSD NPTN
INIYII DITIRNN SV 1IND MK NNXIWN DY 17T 1w X N2 Feinstein and Galil (2014)
1YL BN .2009-2008 YDINAN TIWNN NNWA VYN, NPNI NYIVN PR OINITUND NPTV INSD)
PN 122 NPT PWOYI OTIP TIY 12T NV YTNHN 53 NN W DNVP DIPYNI DYPYNIY

YAV NON DNIPYD

ONTNN OW IR NPT NROYN HY Nyowna N> o PRY yv Kaminsky and Schmukler (2002)
NPTV PN TAY2 NYPYN NN NN PIINND DIRYI DO TOINN DWPYNRNN DX2IY PO
NN PAIYN NY IWPNL .NDNR MINONT DD YW 19N DOWIVIN DN NYPYN NPTD NVN TIV
Steiner .31 7N MOPWY DYTPN YN DNNNY OINTD (outlook) NINNN HY Nyswnn NN D)
oY DMWOAWN XY NPT NNNSN DN NPT NN NPINNN DX NYL and Heinke (2001)
MIN DY NYIVNN NPT NNNONY NPINN SY 0MPnav oo Hull et al (2004)-) 0> nnn
Binci .(Alsakka and Gwilym (2012) £ 7)) omynvn 800 ,CDS-n ONIWN MDD 9onnn
1MAY NAONY NPT VY IR GFC-n NN 9950w 0om) Yy i NN »N1 et al (2020)
NNDNA .NYIVNNNI 192 PON Y130 925 NPINNNY IPIN ,MIND WY NN TPN MOV MINN
2¥ NDDINY ,NTNIND NINNVHN MOIAPNNY NMMYVLN P2 WP ¥ ONN IR NN N NTIAY
92y1 ORN PAND YTD DY DNIAY NPINNM IXIYND NPT OOV PAY 00505 DM

NN DY NYOWN MXIYRD MY 1ON ¥, 095957 DD D100 wrw NYswnD

N YPI DY NIXPN 7D VIS DXIDIN DI NYYN TN 12D NHID NIVINNN NP THN
mMwoMN (Unconventional Monetary Policy) ,0»9%9w qN) D»DIN DMWY NIXPN 7N
N MIN2 MPIINRN MI20N 1191 (Quantitative Easing) MmN nynownnn nN7ND
DOYAY VI 1INN NN 1NN NPDITIN MPYINY NRKNI NI NDN NMAIWNN DY NYIVIN

® Tahmoorespour, Zarei, Ariff, Safari and Mansofi18), "Sovereign Debt and Sovereign Credit Rating:

Literature Review", Journal of Insurance and Finandanagement, 4, 1.
JINIYY DY ORIUNRN NPT DY DY NN NYaWN” INIWI TPDINON MDD NITI NNX 190N NN INT 1©
.2018 7anNT

Morris and Shin (2018)-) Bernanke (2020) ,nnnT9 a1
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1975 (TNYY MMNDN) MITPN ; INDNI MDIN NIAIN : DIIPOY DI NYIDY TIT PN 1IN
MNIWNL OXTPNNNN D PIIND DORNINN .(Bhattarai and Neely, 2018) 00230 >N INH
DD I9DN2 MIAT OMON BN DT XD OITOIRD TR MPNN DY ONNTH MNIND
POWVY Y PANNRN IPNNN NXR 1P Papadamou et al (2020) .32 »95¥) M»TH P2 DOINVHY
DYTNIND DININNNY 1IIDY OMIIINN O¥PIAN YV TIIRIVNIANP-NIN NP THN NYIVN1
NPOY N NTIAY NNONI L2Z2INND MMN 2NN DY N7IRD MIYIT DY NPAPNHN NYIVNN 12D
DYNINN DD DX TIIND INDMI PO J9IND NIV 1NN 2VNY MINA XD PITYY ,NINYA
; DNINND OMNIMN) : OMIPOY DM DYDY P2 NN TIN ,NININD IXIVNN DY DOWAUNY
N9 NN ONXMNY DDPDII 11270 D) JI) ; NPYIVN NN DY DIIVNY D»I) DI

TN DY NYP MDTND 190N

I .3
0295550 BINIMNN HY NYaWNH NIYNA 3.1

DNIN AZVPY NN DNMNI D27 ON PPTIY MNIWNN NTNNI DXPOIVN DIPINND DIIINNDN
2y MIYVIY NXIWNN DV NI NITIN NODIDY ,(NPIVNII) NN NTNRN : DMIPIY DINPD NYH
,(TPIVNIV-N) NMVLDYVLLVD NTPNN 197 ; N0 MMM (Discount Factor) nyav/n>o 01 M
0”955 0NN DNXMN NOY D2N DI MYNNNI D) NMINIVNN NX MIND NIPIYA NTYNY
NNN NV PTYNY 12190 DXIWINRND XD NIN MVIYN NNN DI DY NNITONM NN .OX0IN
NPNT ¥, NINAN NPNA INIVAN DX MITND NN NIVNNIYI TN NN .NINKD NOIWN MDY
Sy NYAWNN NIAND YD5YIN 920NN TN POMN OPPTL TINKD VDA PNIN DOVDYVVLDN ODTIND
P2 25vH DXOINY DINN D29 DMIIPNNIA IO T NTIAY NNDN 0 19D DN NI MNIWNN
DNNYNY G0N ,0°01 DMHIYD ONNYN DY DDINY DTN TINN) ,NON DNMINND MY

APT0 MNIWNN DY 920771 NI IO (NI THM P3N VPN JNI) DOVDVLVLD

NNV NPT NN NNIYNN DDIAPNNY TINNAN 2N NTHNINRD ITIN YINI 1T NTIAY NNONI
DXPAUNN ONNWNN .INIY 12115 1702) OECD -n 1> 711 29 May mInina 0n)v 10-1 55w it
NIVN . NPNOYNRNI NMINIYNN NTNNIIPOYY D190 DXIIND 190N DD NON NN DIOND
, DTN DY 27 9901 HY DIDININ D»DODIN DININN DY NYIWNN DY YTNIN DAPY NN NTININD
TVIVD D) ND AWARY HTINN .OMWPD N0 1IN OO NINN DD1),07321D DD NPIVN TIN
955 DAMYNY DHIN) DODVY DM PIAD (T99)2 NP TN DY) OMTIND DI P2 MNIAN
MYPTND MANMWNY MMNNINNINN MNXIYNT MYV NN TY TN D1 1) (DTN MNTHN
IYWAND (DY 10-) 5 5W DXNNLY 1 TAD MNXIVNNN NITNY) TINMON NINIWNL VIV .MII
NN DXXNONY NMVNIININ OMINYI TPNNNDI NNV MNP MYAYN NIDN DTN DIVID 1D

L3715 200 MY

NYaWNN ,MITON JMN SYW NINN NNIWN DY YN 21D707 PIANY PNy MPOYY vw 1w nyawns Hayn 2
Neely (2015) , 7NN M7 HY N7 MNXIVN Y915 ,0°37 DIDINY DIDII DY D) NI

NNV SNOWHNI 2NN MY NN AXMHY JTHIND TINTON NNIWN Y N 2N N8HND PPIaRND moon B
STIRN



oMY qona H4(Fixed Effect)ny»1mn 0pan N nY510w INNWN NITYA YN DTHRND NN
DOINYNI DXDMINT DMI71) 191 AT NDY DINWNY NTN HID OO TINMN DD O1HION
DOYAVWNI MDA INYMIVI PYNT MI2ND MNYPY NNV MDIN NMINNINT DIIPWNIY DXAD)
MYTRN DY GMYNY AT VPN DIANN DNNYNN NN NIONN TYNNL .NOYILN NN DY

.DXTNA MPTNN D930 DXAMYN NYN DININY NININD 1D ,0X TN

NTHNR L PIT NIIDY MY MPTN MDY forward_5_10 Yy Dy awny 031N NX N2 71
DD NYSDVY ,(7D)29N DININT NXNWHDY NI NMINY) IRNYN D)2 DINVHD NIYINNI
S ANV IIIN D)) DD )Y DYPDI 127D 7D, 0N INN

Taxi +ﬁ Debt; ¢
GDP; 2 Gppy,

PsInflation; s + fsCB_purchases;; + f¢ Alog [ggim] n
it

(1) forward_5_10;, = By + 1

+ f3short real IR;; +

GDP; ¢+

B7(current account) + BgAREER + fodep_ratio + [ SoP
it

_l_
Sc.country + &;¢
;MNP WIDYD DOPOMIY D) DIPIADN TINNON NRIVN NRYD

;ININD 2NN ON? ;5 INND DHNN IDAPN DN : DDPDI PO MM .1

; TPIVMINN NPITHN YTHY NYAPIV 29D NNIVNTNINP TPINRIN DN : DO NMNN DN .2
TON MWW NN MIINN P3N DY NVIND MY 9PN ; ININKD MY 7INDINND
;WA ANINND NN NV ;5 (NI2YY MWL) NPNYYNN NN DPTHN DY NMIAPNNNIN
YDOPANOINT N7YYWA NPVN 1T ; GOIVN PNIVNI GTIVN

NON DMNYH .OXTNHI MIPTHNN NNX Y2 NNV IININ DMPY DNXMNHY DN DN .3
STN P2 MONN DN YTDY AXPHY I9INNTN AN NN YD ININND NN NN 0O
(64-20) DMIPOYN NTIAYN 922 NODIVIIND DTND (MDY 65) NYII9 D) NMDIVIIND

,N TN NN PNN NPV NX NP (fixed effect) N1 HIY AT NNWN NIDIN 1N INNWNID
DXTHA MPTHN P2 NNY NPNTIN IWAND 7T

INIYND IN9T2 DINPVYN DY NYOWNN NN 3.2

DM DY THNDN ,NPNOVYNNT 2NN MINNA NNDY DXL OWPYNN DY YN DX NN
DN DMPYN IN DN NN ORIYND MNTT DY DIV IN 7292 D»DY0 DIV DMIIVD
NNV 290 NTHNIY NRIVNN PV YN, D207 DMITNNN NXNYNN MDAPNNY NPIRYD DY
MPNM DAPN PN IT TIPNN NORY PN N NIYON 5192 11T IXIWNN P20 NTININRD
PRIYNRN ONT DY 0),055551 D3NDIND 712¥H , 000NN 1IN DIWPYHNY YOI ,NYIUnn DY
DT PRY NMINIOY PIAND 2N . MNYN MINTHN YTDY MIPONNY 2NN MIDNX DY NNHN2
NPT NPNNDY PN THN DTN DINYNN DY NN P KOXR NN UTN YN 7ON

DXTHN NMPN NPOIAN NIIWNN M NI NPT DI DY OO TINON DRIV NN GPYN NP TN VAP VPIN 4
TN SVNNNNN NON NPNY NYNR DD D1 HNIY NAY .ATNOIND NPN MDY NNV KD DNY NN
5 NYYIN DYIN,IIT NODY NNNWNY DINK DMVY TN DI . TTNRND INDNI MTI3IN MNP0 1N NIND NPIIN

TPAWON NIPN NOTH-NITY VPON



ANV OEPO PPN NN MPIDN JNY IX DM92997 DN TIVI WRY YN DY MNYNN
.DWPWYNRN Y WOV M YTIHRNY) DIDIIN DNDON Y29

YTARIY DMNINN 2D DY NYIVND 12yN PRIYRD INDT DY NYIUNN N1NIY INNYNN
SN2 X, NTNIND MINNWNI

2) & =ay+ ajRate;; + a;AppsRate;; + azAyggRate; + a,lGtonon IG,, +
asnon_IG to IG,, + V¢

A5YXIDNN ONIURD NPT NN Rate;; ,NUNIN 25w NPHRAND NIPINYD NN & TWRD

270 NN 9apn AyggRate; -1 (MINK 0-1) 221N NN DN MWD DTN NN 5apn ApgsRate;
o ,1 9apnv (IG to non_IG) »T Mnwn 0) 09515 NX (NINKX 0-)) Y0¥ NIN DX NOWN
DN ,1 92PNY 90N M7 NMNVNI NYPYN NI NVN NYPYN NPTI T NPTHD OOPY NPT
NYPYN NPTO NOVN RYDIYV NPTH DYPYN NITD DO NDIDNN TITH IR DIV NPTN

.mon_IG to IG)

MIRNHND XN 4

MNXNYNINOINY DY DTN MIXIIN NN HN) 1T IPNNA DMDIDOYW D297 DINMN NNONY qON2
DD NN PN 02NN OMINN NIXNVNN DIRINNN MIPOY NN IND) .3 PYDI NINY 295
DNM NN ONIYND MNPT NTHX MIXNIN NN INRN TYNND .ININ 270N, ONIY N2 NON

.DOWAVN NYN DINT IDIN NN

0X197) ©2INN 4.1

Ty 2001 DMHWYN PAY NNPNY 1 MDA DOWNNY DMHNWNN DI NN D915 NMYIAY DN D02
NTNAN NYDIVIIN NIXT ,DOWUYIN INPY NND NPPI NPPIINX NINNIN DY NN 75 .2018
Lemyan nrasn >nw NTNN INXY .OECD-2 015 Mm%oow m»Tmn P IR NY51DY mond

INIYY N2 MIPTN 29 DY ININD KD D)9 NN 436 DY NPINNN 1901 TN

INIYI MY 1NN 3 MDY DXTNN HHD MY OMINWNHN DY NHPDIDA IPNNIN NPPVDMOVD MPNN 2 ND
TAPN JDINDY MNYN MPTHN P2 OPMNNN DD TANN NN NINID 112 .NIYDN MINI MNTI)
LYNIDND IRNYNA M) THRY IRIY DY YXINNM ININ-2IND ONIN.MMOTHN INY P20 ORI Pa
12 ON’ DY 19 NVYIA ININ-2INN DN .TPON M) NIN ININ-DX0N NMA) DN’ D) DN
DN 0319 (NXNP'DINTD) IR .1PON TN XIN ININ-DON NM2) ON> Tl ,TIND
DM DRI PONOIN NI DXTHI MNTHN INYD IRNYN WD INNN NN MONN
TPNDAPNN MWOYY NYIND PON J9IND NINPN THPHNMIN NN KNIV DAY 1D 1D Ny
WY HNIYY DY YN NPTD O) .INY DM NYXINND THINDN N2 1PN DN DN

.DXTN2 YNINNY IXNYNL IV IRNPDINT

.NODIA NINNT JI1Y PN MNWNY ONIYN NPT DXIHN PR NV 7171 Yy 1200 2P

20 ©1NY AIPY NN TINNON DRIV I ,NMN TPOYW NWPN 2INN 12WN SW 1mNdya 2013 mwa Py Sw it 16
MNNIVNI DXDN TINNY MONMNNL OMPY HYa DINNX 26.3-1 T NN IX ,2015 MY TIVPR HY N
PDINDD
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,ECB-5 m395w m»T1 10 102) DYTHIY MPTHN 29 TINN MPTH 16 Y DM»1I0N DXPIan
MY .19 DHWN MIONN TYND NWIIY 12T ,NPNIWNN NN W DY NI 19890
MYN N2 AN NOTHN APITPNANN TON NYPWI MY (1012) MYIIN DIFDI MTT)
NPANNN 436 TINK .0 TIVN DX NT NN YAPN MW7 P XY 1AW DIY MPTHI .NNTPN
5-5 9 1Y WM ()1PEN) YSINYI  NPNIYHRN AN MY 19NN 77-1 1981 NMVIaY

NN (4.5)

DN 4.2

NTHINY INNWNN MXIINA TPHN NUNRIN PINNYI ,DOPIN MW DIRNNNN MIPY NN PN
11970 7971 ,0NN DN : MNP WIBWY ONPIYN TIN, 032010 DXRINN YV NYawnn NX
NTHINY INNYHRN MINKINI TPHN’ MWD PONM 1 NRNYNI DHAINY 07320 DI MIPD9
ANNUNNN 19APNNY MMIRWN Y DN OMPYN YY) OXIURD NPT YW DNYOwn NN

MUNIN

NIND NNIYNN NN DIIADNY DYIYIN DININD  4.2.1

NAND DY TAN P2 MTVY D¥PADNN DNNYNN MYAVN .4 M2 NN NTNRRND MXNIN
VAYN IIN-2INN NV ,DXHPD9N NIDN 7971 NN .MIIDA DMINK DMIPNN MNNIN
19IND WAYN IXINA OX0NN MNIAPN MPOYY Tiva ,MDIND MNXIVA DY PN 22PN 19N
7, NDAPNN NAD NN NPIVINNN NPPTHN NN DXAPYHY DINYH N1NIN PN PDoY
TIONIN 12272 NV IPH DIXRAY ,NININND NIV TPNDIPNN NYIYI IVINNN NP THNY
oY 1PAVNN NYOVNNYI PN 19N TIN TAN DD DOWOIWN IOIIN PI1aN DY NISPN
NP NNV DMIPYNY PPN NN 19N KD TN ,MDIND NMINIWN DY AN NPIN MINDIND
D»IDIIN DOPIAN DY MYIIIN 9PN OPON I9IND P TIIRND NNV MNXIWNN DY DOWIVN
D»I599N DYPIANYI ,JTOINRD 290 .NDIND IRIWNN DY PN MDOHYW 19IND XIN D) YaVnN
279702 MTIPI 10-2 NOINRD DRIV NN 12TN PN PNOWNNN 2INN TON TAX HINN DIV

oY PN 22PN 1PIND YAWN PNTND D550 MINWN NI D) INNNY ,q0IVN NIYNI GTIvN
qOUIV PNIYNI GTIY MDY, NPDIDIN NDXANN NN NIINID NIMD N IRIN . TINNON MNIWVN
M»TNIS ON*2 NMAX NPIIND NN SY IR NYIVIN DY INY NIOITY MON NNXIY DY YN
DTPN ,Maltriz (2012) >a5 ,091X .7PON> N1 PYHN ININI NI 7NN T INDY MOMYY
q0IN DY NTYNY NIRIIN 2PN D) NPNY DI MNIWNN P2V GOIVND NIYNIA GTIVD 12 DRNNDN
MY TN DN’ NT PYNI NINYY TN NOYN 1991 DINN D05 MDY NP THN DY NN
D0V 1IN MINIVNN DY WAUN YDOUPINOINM N7YYA GIDMY NN 1T DYDY .NNovn
NNMIN DY NDODON NNXIY DY NTYN YIVN DY INNNIY MAYY NDONN DY NAPY NIV INNIN
NYYYa MPYNYI 2NN DWYYNI TNYD NNOUNN DY MIINDNN DY 0) XDNM NI»TN
Y20 NI, INDT MAMY MO TN DN PWNN DY MINNN IWID NX XIN GX INONIY PDOVPIND
OV 921N 195 . NI NN DI DY MNS XOWN XIN 1OV, ATV OPOYN 1NN DY 1NN ,(ND)

NN POPH 27NINA NIIIN PIAN YWY MYIIN PPN DNNX 1PN NMOVO Y NIV NS Bhattarai et al (2021) V7
72932 2717782 1OINHY — DNOYW N¥NNND IX INYNY PR DYIN , 002 MNP 10-2 0N 10-5 ONOWNND NRIWAN
STINNON NRIVA DY NYOYNN DX I NITN DY 29 9901 D10V NOY NINNY — MDIND NINIVNLY
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,INDIPRAY YWHITI MNIVND NMOYD 112201 NN MDY APY (ND») Y DOLPAND N'YYA
P9 N YTV NNONI NTHNY ,OONIND DNLVP DIPYNI THPNI) N’YYA DMDWN NYSWVINY
120N NMNIY TIT APV NYAPNN , MNXIVNN DY N7YY DY NIVNN NYaUNN

DY PRI PDODY IMIND WAVYN PMNN HNYH NI GN INNNY YD ININN DY) WY
TV PWNRN I8N TD,NMDIVIIINA DITNHD DN AN NN DT ININNY DI : MMIND MNIWNN
DNIND INXIWAN TIN TOAY DTN VIPIAD DN INIVUND YSOM N M)

995 .YAvN MIIN NN DMHPYNY 012N DN OMNNN ,YAD IIND NN MONN Ond
NYMNA NMOY) N D¥TY MONN OMY 5331 WAID XN DN DY NMIA) 1192 KN PYNNY
1919 MYV NP2 DY IWIANN NNVTTMNIN NN NN T ,(TINI MYV N TND DN
95 YV MYIVN MDIN NN DYIAPN NN ,NPTH DI DIDWM DNITPNN NN YTrHY ANV
(1 9YN) w30 9NN MOYPWNA HOPIvN YSINHDD NIAVINKD NPDIDHN NOYIVN NNV ,NNTNH
MTIPI 2.3 DY NP INNRD NN 3.9 DY DY NTMIY 18173521931 NPYALN NNV DWW IIRIN

PTNIN H52 NNANI X1 PN MINID NN 295 ,NTPN NN .2001 TN HINN

M7 ,0MIMNN DRI : DXPADN DHNWN HY MKIAP YISV 120 DIXRNNNI TN NN 197
%2577 MNNONN NN PNAY 59N NYN MFIAPY NPIYNN NIY .D»)AN DINNN DIIPDI NID
PN .PINI 27NN ,IRIYIA TIINI NN TWNRI ,0) TN MPTNNN NNKX 92 1T NDY N9IND
3 N9 IPRNN MY 952 ,N1TH 95 NIY NTHNIN INIWNN NN TINNON NNV NN 18N 21

NPTHNN NNN 99 72Y 210 1200 M PR IRNYNY

INIY NaY DNIPIY DINSIN  4.2.2

NOIND INIWNY DM NP YD DY NMIN2 NPWN NN 2001 NIYD NOPON> 1NN 2 IPN
DNIVN2 NN .DMIANN DMINT INNVH NTNIND NODPY DTOIND DIDIDY ONIWAI
DN YPHY POV N0 ,OXTHN NNPN N2 TIRY INIYI NYNINNY NDIND
NDX0N MM HY NNIINN TO .DIPDAN 112701 MM NI NYAVIN R OO NINNM 0)207N
19IN YOI NIDY NNV KD TN IINDX0NN DN ININ-2INN DN NN DIDNDY 00PN
TP ANIN-2INN 0N .AYN DTN MYAPNNY NMITNND MYOVIN DY NIDP 2PY NN INVHVN
Sva ,2018-) 2009 ,2008 D’V ININDIDNN DN TP THRND TN ,0XTHN NP TNND TN

19Dy dYOn DONI MNNON

MIVINNDN NPYTHN DY NYOYNN MO NN PINY 1) DRIYI OO NTNNN DMNINN Pan
NPPTANY PIX) SMYNDYN NYYIA NIIND IRIWNN NI PTN INININY ,7INDIPRND NII0)
2015 DY) YOINAN HIWNN INKIY DNV IPOYA NOIND INIWNN DX NN NPIVINNN
NSPNA MIXVAPND NIDNN 2018 MV .TPYOVN PXVIPNN TSN NYOVWNN NVOY 2016-)
ARD MYIID D) T YYD NTDP DPIVNND NPOTHN TN ,ANIVAN NN VYN INOYM
Y02 MNMPI 35-2 5 NNNNY 1IN 1M NPNAM NYOVWN 2008 MW NNN MDNIN PIaN >THY

PYILN N2>IN YN DY DMN 059191 D9X) FNYA DMIAN DIRTN DIAPWR NP THY TN NNWHY DININ NN 18
MOIYN IY DIYWIY ,D9PD9 112D 7070 NYYNID DIPWN D9X) NN DXRINNN PYNY 1N DYIN .1 THN DY
MITN INWN NN 9ITIY NPTNN PR NID NIPHNA .NTH DIDIAN D1VAVNT NMTOINND HY DPIIN Y200 DWPWNN

002 MTIPI 50-2 71N 2018 MV NN IMYIVLN NN YN

.2018-1 2009 ,2008 DMWY HNIW P12 MMTINY P
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M2IND MNXIYND NDIDN DYDY NN LIV NAYNI MDY LMY NMINI NIND INIVNA
NIVNN NNWD .TPNDIPNN N0 DY) NIVINNTI NPPTHN DY NYOWNNN PON MHP 7o)
N DRIV MMINN AN ,NPNAN DI YININ POINN YV DMIYN DY NYAVNN ,q0IUN

.DXTIN NMPN TONNA TYNNNN NO»N MINY ,NINR

DNXIVNN NN OXIYI INPNN DMINN DININN NXNWNI OXTHNIY DMIANN DININN MY
MOIND MNIWNN DY NPDOHWN NMINNI OXTHN NNPN TNN DD DY NON 0NN .NIMIND
SINND MNP 2.1-D NN

27PN NAY 019V OOINSIN  4.2.3

N0 SV NN DOPDAN 112P0N MDD NOLYN TIND WILIN 27NIND MNIND MNIWNN
P22 NYAN PID0N NMYY (3 APN) HINKRD MTIPI 1.1-2 2018-2009 DNIWN PA NNONON M
P NVP OO MINNN DMIINN .2008 NMIVN HNN YNINNY IXIN-2INN DN SMYNVNN N THINN
DI TINT .NDIND IRIVN NPV DWPDIN DMIINN DY NMAPNN NN NN LYNI
MY D) .NVN 2999 NOIND NN NN TYNY IPOVN DINN NI MINDIND ,DMNNNN
0.8-5 5¥ NNNAND (2012) NNXOWA NNIN RO NWIPN NYIVN NN ¥IIDN PI2N Y TDY NIRD
DTN IRNVNI DITHNIY D)2NN DI9INN NIV .MV NNIND NOIND IXIWNA HNNX MTIP)
DNMINM DITHN NNPN TNX Y95 1YY NYN DN .NIIND INIWNN NN NN D)20N
DNV RN INY IOYT DNIN LHNND NITIPY 2.7-0 DY)IN MMIND MNWNY DYOUN

INIVMI

2399 MY OP9POY OOINSNN  4.2.4

3392 DMINPYIN D2 I9INT 1IN (2001 MWD 1PONY) 17NN NOIND INIVNL DNPYN
NTIPI TPNNN YT TY NYOWNN NYNN 2008 12WN INKRD NMYRIN DNV DYPDIIN 120N
T92) NIN GN IIN-DX0NN DN NOY THN TN INN-INN ON> 1YY TAR T8N .(4 TPN) HINND
N9PNI MNIN MNXIWNN DY 1INIY MY NNYIYY OMINNT ODINN .NTHINNN NYIYNN NIPNN
SINKRD NP NIPY NN TPDOOYW NN 2018 NIV NYSWNM dDININ 12WNN INNIY
2-2 WMDY ORIV MXIVND OO NINND DMNIND DY NMINNN 2018 MV NI RN NN
NANRND MY DT 9952)) 131732 NXNINN NIVINNN NPPTHM MISDINNRD HINND MTIP)
MIAPN QLIVN PAYNN OIN TN TN ,NDIND NNIVNN NNNOND M2 N L(ECB-n » by
NNNVNI DX THNIY D)2DN DIV .NIVINNN NP THN DY NYAVYNNNI I3 PN T2 TDP)
3.5-52 NOYIND ANIWANN NN IMNN TINDN 199052 NXY I DY DM)IANN DININND

NIV 277N DNNYINND VDI IDIND Y NYY ,NIPOIN NMPNN TONN HINND MTIP)

INTYNN NI HY NPNININ OINSNDN  4.2.5

D977 DY 9201010 NOY NXRINT MNIND MNXIVNN DY DOWIVNY DININD NN NTHNRY INND
OV OONIURD NPTO MDYN PITY DXONMND DWOPYNN DN NYRYD DO [, TIND M) NON
DNNMNY NP TR INIYND MIPT.OMMYPYN NMIVIVONI NIVYNI 1T YT DNPIZY N TNHN
VA0 DMMNN L,OMNMDNN 299D DIPNIIAPNNNA TNYD MOYWNNN DY N8N NINXY IDDN NN
DOYONMN DXWIPYNN DX .PNN MY DY WAVUND DIND 1N T2 DPXNN YMND) DWPYNY
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NRNVNN NPINWYD DY WY 12 DMDPYNY IN NIPTIN NPTY NOXIV N ,NPTY MdWN
72Y 9T YN DINPTL WY TODY WIANN ONTN DY NPN2II NYOVN 0NN DM
DN YTHY NTHNIY I NNY NONY , DN IRIYNN NNDRNND OXNNND DT YN DWPYN

.D»H5YoN

1NNVY 295 .21:209%3297) DM9INN DIRNYND NTNNRND NPINWYD NIN 2 IRNYNA 120NN MNVNN
NPY TV ,NPIRYN DY PN IDIND WAVUN NPT IDOOW NdY 5 MY S 1 1INy NIND
,IVPYN MY NON IR DY TSN OOV T MY DXAPWHY DTN MINYN PN XY 2PN
NN DYV D) NINWI N NINNIN (2 NTHIY) NANN NPDI NAOIN NPNAM NI NYOUNNY NN

A3 DTMY) RPN NIPR NNYIYIY ,NITH NI

V> 095950 DXNINN DY GTIY YN 12 PRI PN IIN INNY NPTV TIYaY 20 DU NN
YN MPTN INN DNAY DXIPNA TNPNA NPINY NPNAMN NYOYN RPN NYIYN NYID NPYD
Y MY MOIND MNIVNA MNIWA NYOYNN NNONDN NON DMIPNI .NYPYN NITD NLN IN

22NN NN NTIPIS

,MININND DMWY MHo0a 1w (Certification Effectnononn vpax oy moapy 11 NNsn
: VPANY MI9D2 INNTY M ON .Drago and Gallo (2017) N1 WA

T NXIAP DO OYNINDTPAN DI0NHN DXIANN 2992 IND D17 DY MAIN NPXONT e
2V NHRNND DN NPT NNNON NDIDY ToN IRNIND .2IND WIPIAN 29PN DY MY IvN
DPIPNN ONOVNNT NIND YIPXAN DX POLPNDY PPN 120N

DXANNVY INIYNN G221 DY WAYND NDID NNTHN NPT DTND ,MOIND MPNY 72y e
YSONA DT MY 12T ,0ND DXINND ONY NNN POND NYIYND YSNY D1 DI0N
; PYN INING D950 NN

NYN95 DX NN NODY NPTND NPT NTNN MAPYL  NOYNND NIND DY DDA N e
; YD NN DPINNY DI TINNA

NN MM GR DMY DTN DOWPYN DINND NYPYN NPTY NON NPT NN @
DN DRV ,NDYN) NYPYN NPT T NIROYNA IR NNNND .AOR N7IND DPMPINN
i NIN NN W1 DWPYN

SYW NYYON NAYNN NYPYN NPT DX NDND ,0X TN MPTHN 2992 DN MSONIN 2D e
PNN NNIPY DD MTIYN YTrOY DNPINN NN TD MIAPYA) DXPNN YTTHI 1IN MDIN NN

,00N20 PHN YIY GNDY .30 NN INTN WY NPYTIY DMNIN MY NI ,MDN 11 NPIRYNY NTND >7 20
NN NN (2003) Im—Pesaran—Shin yn2n DX P9 1959y ,NYNI DPNX NHY DINTINY PP JNINRD 939 D21 DOVNT
YNV DY NIN (MPIRYN — 1T NIPH) MHINWNRN 2390 MITN® 9I31W NN NN DMIN2HN DIRN YW .(2003) Choi
VMY KDY XIN MNYND DNX DI NI MNSYY NN MYNYNN DDIN ,1PNTI 1T NIYYN DININN MW DN
RArReial

Gilchrist ,nm72 .DMINN DMPNNA D) NYYI ,TID? M 297 MONY TN SN MNWN NHNI HY 1ML M)
2 995 ,(excess bond premium ,EBP-n) n7ax 9innna namyn nxwnn nx 0 1n and Zakrajsek (2012)
.0»9555 DNNYN PV NT P2 DMIWVIPY TION 21D 299 TN NNINBM NP TIRNN NIND PIVA YINHND NMIND

0.06 DY YHRN2 NXIWYNN NN N9Y0 NPT NI, 2 IRNYN 295 1997 MITIN WHN SW MN»WD 7700 NPT Y 2
, 001 MTIPI DOV ,NYPYN NI NVN NPT NNNAN DY INTN MINWN DY DTPHRN TV (D701 MNP BIWVIHYI)
SINN NTIPYY DXIN
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MY MPIT2) MNVY NIEPIIINAD .5

NYAVN NYYAYIN NN NN 5.1

NNV IIIN DMPY MNTHNN NNN D32 DNNMNIY DNNYN NTNRNND INNYNI DXINND NN
MMTHN PA NHNXIND DIANN DNNYNIN MNNIANNY DI .MPTNHN D30 GMUNY 1N LPINI
YTOIN NI THNIY JIIN VPN D NAXI T2 ,9NY NI NIN DINWNI NY DY NYIVNNY YD)
AT VPON NRNYDY 11X NNINY ITHRD ANNYN 1PN .NPD2IVIN MYV NPT 9N 10

(3) forward_5.10;, = By + fy 2t 4 g, 2Lt | b short real IR;, +
’ GDP;, GDP;, ,
BiInflation; s + fsCB_purchases; + B¢ Alog [igii,t] n
it

f;(current account) + fgAREER + yiyear + S.country + &,

DYNINN DRNWYN NTHRRND MYAPNNY NINS MK DINWN PRI 6 M2 NN NTHRD NINSIN
SN MINRD MNIWNN DY DOINRNNM DIIPDAN 1N1DP0N M) NYOWN .(4 MY) D»IanN
NRNYND DX9APNNY DITOIRD YW INY NPIN VYN NYIYN OY TN ,MNNWNN SNYa DT
NN ,DXTHI MPTHN Y995 NOMWNY MIN NN GPUNRY IO VPN (5 TPN) YN VPON
-1 2011 DNIYN P2 ; MNINKD DNOWA YT G DTN AXPYI ,IIMYHDYN NOIN NI Nmina
NP NPNNND NNRA MTIPI 2.8 SY MYV HINKD MMP) dNWI1 W DY DT 2018
,0)20N DNINN NNNYNI NIYIYW DIANN DIDINN NIWN NYAPNN NMIT NNNN 230XT0N

24MPTNN YN INRD MTIPI 2.3-2 19Y ATPY MINYY TINTNON NNIWN DX INNINY

NN JIIN VPONX NRNVNN DITAPNN UK TNINM NPTH DI HY LPAND TN VPIN DIDIHY
DV (WY ANINN MOPWNI) DOPIVN YXINN YTIHY N52IVIN NPYIVLN NN NN NN DXAVNND
D YTNIND,2001 IRND HINK MITIPI 2 DY N INKRD (6 IPNR) N1TN DI HY NPYIVN NN
NTIPIY 1.1-2 NIV M NN 2.8 5y Ty (2018) DTN NNINKD YITN NTIPIA NOYILN
VPON MIYLY NADN MITYD .DMIANN DMIINN IRNYH DXOADY YTMINNIND NYAPNNY 1IN NN
D»)ANN ONNYNN DX NOYI 1Y VIV VINN ,IONVIN NYIVN NN NN XV I
PN I DTNND PITN DIMY IRIN MXXIN PYIIN 0N OY TN (WD IXIND NN 7179 INNT)
DMYNN IRNINIY NI MYOLN NN NPINND IT INIIN HINVINN JPINI MNYN PN PN
NYOVN ¥ TN VPIND ¥ 0201 DHNYNI NVIAD DINI DNV 29D ,NNMLNIIIN DINYNI

TS 09195 NYNRYI 920NN NI NX TARND NI 199 MNIWNN DY DOV

DMPWN DXYIANY N1DON NMHNI9 DMPYN NN DI NY9D 7PN 1PN NN NAPYHY 1T W P8Y 1wn 2
N9Y PNIDY NIANONN MNINRN DNYAY 191 .DIDINI DIUI DWOPWNIN YV (N0 NN PNN) NIOY PNaNoNa
YTPIN NWY 195 .APDHY NI NPDIR NINIY 1T )1DPDN MIDN NPV IND APV (NHRNN T )1DP0N NNY)
NP N9DN DT PNNY OV NPDIN DY M

NN PNIDINS YIP A2 > MYNYN 51T I¥PT MDIDNA PIPVYN-INL DITIN DN 191 1299 MIYON INoY NNINNG 24
mMIvorN NN N1 .(Rachel and Smith, 2017 -y Mian at el., 2021 w15 INI) MYILN NN DY NLH 299D ¥ND
NHPIN NN DIV MPTHNN DT PON Y 90N N T10 DIIN MDIDN )MPYN IXY ) TTH NN 9NH3H
.DXTN2 NPANNNN MSNND DY NLNPVNY
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09P029N 119°9N 399 NTNINRY MY %Nan 5.2

G0N OYPDXAN PPN NN NN DANNY DMV DITOIN 190N MIID Y1IPNd NN
DD N DYMIN DNNVNI 0N NYINN NN PNYINN NN D) NN ININ-2INN DY HNWNY
NNROYI INNDIDN DN NYOYN ,NTNNTTNIONMD NIYINN NN DIONOWIY KRNI .INN-DX0NY
NYINN NDHON DY DAY WIXTND NN PN MDY 19IN WAV NN NINNTNIDNMM NYINM
DYNYT INSND) ONTPNN DY DOYTHM NPNAI IXIND INN DN NYOIWN NIMI ,NINNNNONN
8IN-230 oYM NN (Poghosyan, 2012; Laubach, 2009) 250NN ©PN1H2 INXDIW NIND
NPIYN ININ-2IN DN TN PIYIIN NODON ,ININD NNMIN DY 72080 )IVININ DY NIRIIN NIN
DN NP NMDYY DXINN’ 22N NYIN 1OV 2120 IPRY NIV DY MYNYN Nt MnNUnd nuynd
DT NN NPT DMPWN MYAVN NPYIVN NN 91272 NINHIND ,DIPN 991 .A¥N-2IN
MIYN XD 20N NYINAINDNN AN DIT) DN NPIXNN 1901 ININ-DX0N DN 220 PO
DN MNYNN NN 21995 NITYN 1991 NPIXNN 190N NN TTNRND NN TR MNNIND NN THN

D201 DYIINN ANNWYN PADNN MNYNI ININ-DX0N

NYAUNY P TR MPNI NRIN) NP DY ININ-IND DY INOPINRON NYIVNN DX NN2
NYOYN POD MYN W OX D) 1NN DD PRI INN Y122 INN-2INN DY DTPNM NPIND
NY P PNPRIVIX NOOON OTDY L PHIONN YW MW qQOUIVD PNIAYNA NYIVN/GTIVD
D% 1NN TI92 ONNVNN NV DY DINTPNM PN RXNI XD DT MINVH OOIN ,DINUYNN

0>

MPINYN DY BINTTD NYIVWNY MW 2nan 5.3

NPINYD NN NPA0NY 2 DPHRND INNWNAD NPTHN VPAN NN AN VPON NN NN
1T RSN .DOPNINY DININD WIAPNN NYNY DINPTA ONIPYN YTIHY NNYRIN IRNVNNIN
1IN JOT NSDY MNWN N ,IT NTIAY D) N¥DIY 295 ,NONDNN VPONY NMIPDNY NNIN 1PN
DY MONNDN DYTHNA MPTHRNY WYWIHTAD 2IWN .OXTHI MPTHN MN9DY PN I9INT MNYN

2DI2DID) DIND NINIINA NV Y PY NN NNV 29 TIONDIN MIXONIN

NINNIND .JIIN VPONX ARNYNND NPINYN NN NNPY 9201 MINYN NNIYI 2 IRNYHD NN NN
,(D2329N DININN NXNWNN IRV XIN 120N MINYNN 1Y) 5 MOV NONRD 12172 M7
MLP NYAYN DY 121 TH OO, NPIRYN DY P2 JDIN NYOVN NPTH NN : THNX DTN VYD

SINN 10 DY YON N191DI MPNIN NN IN»2

.1yavn (outlook) N>70 MINNY D) YW INPNI IN MNTITY GDNIY MIYIRD NN NN L) ND
NYRIN AT NNWN NY APIRYY DINPTN P IWPN IR NTOINY IRNWNI NHYD 75 owh
NMIIDN NNXR MNAY >PHY (positive-Y stable-n 9ayn HWnd) MINNA NPV ¥ DX 1 YaPnN
DY DXVIAN LINK J9IND 0-) TMINNA NYIN W OX 1 DAPN MNUM INK 1PN 0-) (NPTH
MYaVnNnNY Tva ,NPN2M NYIYN MINN OMNYI PR VYW OOXIN (7 MDA 3 TV 1 MMny)
1IN L (TN IN) NYPYN NPTH DIV DINPTI NYPYN MNTN MISNM NITH NV HY
NATPI MINN SV NNYPA OMYN DINT DMPYN OX NN 7 MY 7 TY 4 MTNya . )»ya

LDINNNNN TV PNNNNM 91202 XN NYININ SW DTPHN ST .INN-2IN DN 120 9PPya o 1270 2°
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N INHWN RY (5-5 4 MTNY) NNTIP MIVHN NPINNN NYYIN .NNTIP MYN IOV IN MIAPN
INM (021N) 3255V NPT OV P TPIPRIVIN DY NYHIN DOIN,DINWNN INY DY MYOVIN
DNNYYIT NPTN MMPYY PR 1T NIPRIAY NOYN L(8-) 7 TMITHIY) NNTIP MIVN (MIAYN) MOV
NS . NP2 NINN NYPYN NITO NN IN NOYN PNN DY NYIVYNN DDIN ,NPNAIN NYIUD
NPY 1D YNN DRY TIDY ¥IANN NIN 1OV ,NINDNN VPON 1271 DIXRNNND NN NPIND N
Y2 NYOVN IXY NDWD PRY TN LN INPYD MINN NV OPY NI IPON IN NPTN
DOMYNY DY NN, (TOND IN) NYPYN NPT NVN NYPYN NPTH 7ISN ODIN IMYNIND

ZETPARYN DY RPN NYOVN DD W 1901 PXONI2

NYOVNN DXN NPIRYA (persistence) NTHNN YW MIVIND NN NN NIIWYY NADN Np>Taa
S1A0N MHNWNI 120N MNWNN NN DY NODON YTrDY DOHVINN DYPADNN DMIINN DV
NPNSNY DNONWYNN IOV TIVA ,NYOVN NNV DOLDNN YT PIY DINRIND DINSNHNN

.1919) AN NP MPNIIN NNI2 DX DY ,D7P0N DNINA OINN ,DPPNIND

MIPOM DY .6

AVINNY YNOVNNN INN MDY JTNIRD DY DIWAVNIY DININN DI X NTHNX N NTIAY NINIDNI
P2 OECD-n m»T1 29P2 Nynownnn N7RD MXIWDND M2IPNNY TINNN MNWNIN
DY DOWAVNY NON — DM)2N DN : MNP VDYDY DMNIND NPIYN TN ,2018-2001 DNOYN
MDON NN PIANY 1NN ,TD .0YPD N0 NN D) ; OPININND O ; NOYILN NN
1 NMaya oxsnnn .OECD-n m»1an nnX 953 nvn IXIVNN MNNSNND N»YIYoN
P2 IWPN DR OXTRIRY DMNYN IPNNN MIND DY MIIDI DININNY DIVPN NN DYPINN
SV DOV DTN NTNINI NIV NTIN T NTIAYL VNIV DINWN DMNINNN PAY MININD MNIWVNN
MM OMINNN DM ,07)21) O P2 NNIRD MNIAN TIN ,I12T2 DWINY DINWNN D

.DYPDI NI

MMTHI OM2NN DDA PNMYHWNT DTN NN IT NTIAYN NOIAPNNY NPNNIN MIPONN
LT OY DINRD MTNPY 2.3 DY 1YW MONIN NPDIN DY NI NV T NNAY MY
DYOPYNY DN DN DMNA IV ,DXTHI MPTHN 292 NPDIN NN P2 PPV D T1anN
T MZN DN TPAIMNNT NIMNNNY M THN 27P2 INY NN NNIN : NYIAVN NN NN
MPTHN P2 TOON DNPXIND OOINNNT DININ OMPYN ANV TN YA XN INY
NPNI MNXIVNN NTID MY OMINN DN TN, MPTHN 12 MNNONNA DOITIND LYV DN
PINT NN MYY AN MNPND OMTDIIN DIPIAN YTrHY NPNIVNNN NN MYIDT .0XTHN
(D02 MTIPIY 10-2 2NN MDY NN NPNAN YNOWNNN INNN THNX HINX DY 99712 NYrDT) PRam
DI PN OMIPOYN DNINVYNN NY DX ONNN NIXPN TONMIN DI MINDIIND
MPTNN P2 OYPDN NDPDN N MINNINND TIND NN MNY ¥ DT NPYY .OPNINNN

DX NNPN TONN MPTHN P2 NPOMNT NITNNY 120NN IPY NN AWYND DINNN NON)

P VPR ARNWHN NPIRYIA DOUNNYNYI D) TIND NIDT MIRNIND 26
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DN NNA ,0»H39570 DNINYNN NITYI NMDNIND MNXIWNN NN NTOIND IRNYNN ©0IDY
D»Y3057 DNINWNY T2YN NONR MNIWN DY DOWAYN 0N OMPYN TN IRIYRD NPT
NON N NOYN TPIN 591D NPT NOYY IPOY NPT MNNINDY DIRID DINNNNN .D>PA0NN
,IVPYUN NPT G0 D510V MY DY 121THYD MINXIVNN DY NPN2IN NYAVN ¥ NYRPYN INTD
P9 NN NYOVNN ,INK T MW DO 1PN NPVN MY DYDY DINK NTIPID NYNIN NYOVNN
SV PN NYOVN NNSNI XY D02 MTIPY 30 DY Tind M1 Yax NPT NNNSN Ywwo
NON DINYNN DI0ADY HDOW PN YW D) ,NPTN NNINN DMOPYN DY KDY DNNY DINPTN
THOINAN MIXININ DY NIYYININ DAPNNY ,NINDNN VPN DY INPPY NMIYOLN NX DIVYNND DN
NPT NOVN IN TOYN TPSN VIND) NPT MY ,TD ORIYND NPT NPNID DY O PTN DY
GPNYNY 120D DRNNA MPINRD PPN NN MHYY DXNPIvN DIDIY DY) DXIAMNN ,NYPYn
P2 AN PNN YTTH 2WON NN DY MDNPYN MDY DIXPNNI) MIXINID IRIUNRD MTT2

LDONIND
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02YN 99) MIMIN Y3 ,00NYNN JY NN NPPVDIVVY :2 MY

NN VNN HNNWHD PYND .NTIAYA YW DOWIY DX DNIAY DHINVNN DY TPINN NPPVDVLD PN 1T MY
DY59Y1 HY TONNONN NPPVDIVVDN NN PN PN PONIY TV ,NPAXNN YD NAY MNNNN NPPVDILVLYN

.71 992 NI D5 HY DYINNN

all observations country means
variable N Mean Sd N Mean sd

y_10y 436 3.80 2.52 29 3.89 2.11
y_5y 436 3.14 2.83 29 3.16 2.30
forward_5_10 436 4.47 2.64 29 4.65 2.51
monetary IR 436 2.06 2.39 29 2.09 1.78
inflation 436 2.03 1.91 29 2.10 1.53
short real IR 436 2.06 2.39 29 -0.01 0.78
CB_purchases 436 0.87 2.39 29 0.86 1.03
Debt / GDP 436 59.60 38.51 29 58.58 36.27
Tax / GDP 436 0.25 0.06 29 0.25 0.07
A log(GDP) 436 1.99 2.52 29 1.98 1.2
A log(POP) 436 0.62 0.62 29 0.62 0.57
A log(GDP / POP) 436 1.36 2.45 29 1.36 1.1p
log(GDP / population) 436 10.46 0.31 2D 10.44 0.29
Alog(REER) 436 0.14 4.82 29 0.07 1.2(
current account 436 -0.01 4.75 20 0.12 4.27
dependence ratio 436 0.26 0.07 29 0.26 0.06
Euro 436 0.41 0.49 29 0.41 0.49
Rate 436 85.65 17.54 29 83.98 17.15
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02WN 95 ,M9N2) M1 JY NN NPPVDIVVY :3 MY

NN MPTN MY NTIAYI VIDIY DIWIY DN DNAY DINWVNN DY MININN NPPVDILLD 1NN T MD

country y 10y| y 5y Forward | Monetary inflation short real | CB_purchases Debt/ Tax/ A A A log(GDP / Iog(GD_P / Alog current depen_dence Euro Rate
510 _IR IR GDP GDP | log(GDP) | log(POP) POP) population) | (REER) | account ratio

Israel mean | 500 4.13 5.87 2.74 1.60 1.14 0.19 72.41 0.27 3.27 1.88 1.39 10.30 -0.16 2.22 0.19 0.00 75.93
sd 2.30 272 2.27 2.50 1.78 2.30 0.79 10.67 0.4 178 0.33 173 0.17 5.04 1.76 0.01 0.0 3.5

Germany mean| 262 2.01 3.23 1.47 1.46 0.01 1.32 43.14 0.22 1.36 0.06 1.29 10.58 0.25 5.64 0.33 1.00 | 100.00
sd 1.64 1.74 1.58 1.35 0.64 1.15 2.76 4.95 0.q 2.2p 190 2.21 0.21 2.80 2.46 0.03 0.0p 0.0

USA mean | 3 3g 2.63 4.10 1.37 2.12 -0.75 1.17 66.11 0.19 1.91 0.81 1.10 10.79 0.01 -3.49 0.23 0.00 99.26
sd 1.08 1.27 1.02 1.64 1.10 1.44 2.34 20.19 0.4 149 0.10 152 0.15 4.66 1.33 0.02 0.0D 0.8

Japan meaniit 0197, 0.44 151 0.15 0.13 0.02 3.39 160.29 0.17 0.83 -0.02 0.85 10.46 -2.59 2.93 0.39 0.00 | 86.76
sd 0.57 0.42 0.76 0.10 0.95 0.95 3.65 33.12 0.01 1.93 0.11 1.94 0.14 8.43 1.17 0.07 0.00 5.73

South | Meéan| 429 3.96 4.61 2.92 2.54 0.38 0.00 29.17 0.18 3.78 0.42 3.36 10.27 0.55 3.02 0.16 0.00 | 78.70
Korea sd 1.50 1.45 1.56 1.13 1.14 1.07 0.00 6.83 0.0 168 .080 1.60 0.22 7.59 2.29 0.03 0.0p 6.9
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299990 112299 929NY D221D DININN NARNYN NN MNSIN :4 MY

TAINNON NN DY 1 MDA DIWNNY DIPIDNN DINVHN NYIVN NN NTRINY 7PDINTN MINNIN NN NN I MO
TN YA MXNPN JPNN NPVLD NPT YD HY NPNOVNNNI NINND DY DNIW 10 TY 5-H

.19 5w NNI2 PRAM - *** ;5% SW 1072 PN - **;10% YW N3 PRaIn - ¢

dependent variable: 5-to-1
years forward interest rate

D

Tax / GDP 0.0387
(0.006)
Debt / GDP -16.0239™
(4.403)
short real IR 0.3574™
(0.076)
inflation 0.5577"
(0.081)
bonds purchases by CBs -0.1063™
(0.035)
A log(GDP / POP) -0.1641™
(0.023)
current account 0.0838™
(0.022)
Alog(REER) -0.0227
(0.008)
dependence ratio -15.3551™
(3.309)
log(GDP / population) -3.2865™
(0.616)
Euro 0.1527
(0.244)
Constant 43.1549™
(6.722)
country FE Yes
Observations 436
Adjusted R-squared 0.91
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2001-2018 ,1°3990 2”7HN ,INIYIA NNINN DNIYNNI I 799N HNIYN :31 ION

4 MY2 DAPNNN DIITNIND 297 NN IRV NN I TN NNV NN PN NT PN

SR
14
12
10
8
6
4
2
0
'\9@ '\9@, '19& W@v f»@% '\960 '\96\ w@% w@o’ '\9\% '\9\\ %QO m& '\»& f»“b f\?\b '\9\(\ '19\%
e=@==3ctual === predicted
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=fl=actual == predicted
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13T 239793 7999190 MNIYN MWD BP8N 099D TN :2 99N
2018-2001 ,5N9Y?

.2001 MY NMXIWNY NHYON 2018 MV TINTNAN NXIVNA NPWD DNV DMINN HY NMIINN DN PN DT IPNX
-DYDN DN NN ININ-2IN ONPN DX DY OYPDIAN P07 YD) .4 NMYIY NRNYNRN DY DOODIAN DIITHIND
; TPIVINNN NPPTHN YTTDY NYIAPIV Y95 ,NNLITNIXP TPOHNN NN NN DX OMINNNTD DININD .INN
NOTHN HY NMIAMNNNN TON MNYIWI NITHI TN PIAN DY N7IRN MYIDT G0 ; NNINKRN MV MINDAPNRN
HYNT NIYWA MPWN 1T ;G0IWN PNIYND GTIVD ; WAD AXIND NNMIN Y ;NI2YY NIV NPNOYNHD NN
P2 DNON OTTOY ANPNIY OIMNTN AXNDNY WD ININN NN TN ,NPTHN VPIR ON 011NN DNINN DDVPIN

.(20-64) ©»IPOYN NTIAYN Y9232 NIDIZIINND DTND (NYYNY 65) MY 1)1 NIDITIIND DT

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

— 0)IPD 11270 707 091NN 009N 020 0NN

137 239DY 1NN MNIVN MPYY BIPIYN BNIND 1IN :3 TN
2018-2001 ,2”709N

.2001 MY NXIWNY NYON 2018 MV TINTNAN NXIVNA NPWYD DNV DMIINN HY NMIINN DN PN DT PN
-DYD1N DN NXY ININ-2IN DN DR DYDI1D BVPDIIN NN DI .4 MY INNWHN HY DOODIAN DITIIND
; TPAVINNN NPITHN YTTIY NYIAPIV 295 ,NNVITTNINP TPHNIN TPDIN NN DYDY DPNTNNN DM .INN
NPTHN HY NPIDINNNN TON NYOWI NHTNA 3TN PIAN YW N7INND MIYIT 9P ; NNINNN IV 7INYIPNN
HHNY NYYWA NPYN 12T ;G0N PNIYNL GTIVD ;WD IXINN NNMIN WY ; 1I2YY 1WA NPNYYHRHD NN
P2 DN YTIDY INPHY YINNTI ANNNT WA ININD DD TINN NP THN VPIN DN DIANN DININN SDOPIN

.(20-64) ©»IPYN NTIAYN 192 NODIZIIND ITND (NHYM 65) NWIIY 7522 NHDIVIIND DTN

2 /\/

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

— 0MIPDI N0 D) D»TNN DM 01N 0NN
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197 239°DY 19NN MNIVN HPYH DIPIYN BIINN 51NN :4 TN
2018-2001 ,1°3199)

.2001 w3 NNIWNY PO 2018 MHIVA TINNAN NNIYNL NPWH DINYN DNINN DY NNIIND DX 1IN I TPN
-DY0N DN DX ININ-2INN DN NN DD DIYPDIAN 170N 1IN .4 MY NRNYNN DY DYDDIN DIITHIND
; TPV NPTHN YTHY NYIAPIV 29D NNV NP YNIN DN IR DXYDID DPNINNN DIDINN .ININ
NOTHN HY NMIAMNNNN TON MNYIWI NITHI 3TN PIAN KW NPIRN MY G0 ; NNINKRN MV MNDAPNRN
HYNT NIYWA NPWN 1T ;G0N PNIYND GTIVD ; WAD AXIND NNIN Y ; NIV NIV NPNOVNHD NN
P2 DNOIN OTTOY ANPNIY OIMNTN AXNNY WA ININN NN TN ,NPTHN VPIR ON D1IANN DININN DDVPIN

.(20-64) ©»IPOYN NTIAYN Y922 NPDIZIINND DTN (NYYNY 65) MWD 1922 NIDITIIND DT

1.0

0.5
‘/-\

0.0 — ~——
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— DIPDI 112D D) 091NN 009N 020 DN
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9990 ANIYN XHY 929NN PHND DY NITD HYIYN NN :5 MY

DNONYNN .4 MYIY IRNYNHNN MZIAPNNY NPINYD NN DIPIDNT DIBINN DY NTHRRND MINSIN NN 18N DY MY
TI2I IVPTA NPT DY NN JIDI TN NNT LN TIIDHYN NPYN NPT 221NN MV NN D910 D PIDNN
092 PN - *.APTN Y90 MNP PNN NPVD .NDINN NYNND YOOI NYPYN T M2 NPTD NYPYn N1T0

.1% 5V NI PRI - *** ;5% DY NN PRI - **;10% Hv

4 MYV NRNVHNND NPINY : 120D NINWNI
(1) (2) (3)
A POS_Rate 0.0117 0.0375 0.0285
(0.04) (0.041) (0.042)
ANEG_Rate -0.0609™" -0.0619"" -0.0574""
(0.027) (0.019) (0.019)
Rate -0.0059
(0.009)
1G to non-1G 0.6986™" 0.6712""
(0.213) (0.229)
non-IG to IG -0.9349™ -0.9718"
(0.383) (0.377)
Constant -0.0056™ -0.0057" 0.578
(0.003) (0.002) (0.883)
Observations 436 436 436
Adjusted R-squared -0.00212 0.0209 0.02228
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1999990 MNIYN 93907 1D VPOIN ANNYN NTNNR MINHN :6 MY

TINNON NXIWN Y 1 MY DOWNY DIPIDNT DINVHN NYOWN IR NTHINY MDININ MXKIN NN P80 R M9
;10% 5W NNI2 PN - £ .APTH 299 MNPN JPNN NPOD .APTH 95 DY NPRYWNHNN NN YW BNIW 10 Ty 5-9

1% S5W NNI2 PN - *** ;5% DY NN PRI - **

dependent variable: 5-to-10 years forward intensst
Tax/ GDP 0.0339"
(0.005)
Debt / GDP -7.8959
(5.669)
short real IR 0.3869™
(0.114)
inflation 0.4399"
(0.111)
bonds purchases by CBs -0.0793
(0.033)
A'log(GDP / POP) -0.1872"
(0.035)
current account 0.0750
(0.028)
Alog(REER) -0.0337"
(0.008)
Euro -0.6361
(0.315)
year 2002 0.0439
(0.146)
year 2003 -0.0355
(0.39)
year 2004 -0.0805
(0.301)
year 2005 -1.0730"
(0.241)
year 2006 -1.1151"
(0.287)
year 2007 -0.8832"
(0.265)
year 2008 -0.7485
(0.413)
year 2009 -1.1538"
(0.338)
year 2010 -0.4429
(0.36)
year 2011 -0.7064
(0.394)
year 2012 -1.6843"
(0.388)
year 2013 -1.7512"
(0.393)
year 2014 -2.0562"
(0.346)
year 2015 -2.8119"
(0.368)
year 2016 -3.0706™
(0.415)
year 2017 -2.4347"
(0.437)
year 2018 -2.7810"
(0.401)
Constant 4.5603"
(1.075)
country FE Yes
Observations 436
Adjusted R-squared 0.92
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137 239°DY 19NN MNIVN HPYH DIPIYN BINNN 51N :5 N
3% VPON DY NTIIN — 2018-2001 ,HNIVW?

.2001 MIYA 1279 DOPONY 2018 MY TINTIODN NXIVNL NPYH DNWN DMIINN DY ININN DN P8 DT IPN
-DYDN DN NN ININ-2IN DN DX DY OYPDIAN PIPDN Y9N .6 NMYIY NRNVNN DY DOODIAN DIITHIND
; TPIVINNN NPPTHN YTTDY NYIAPIV 295 ,NNVITNIXP TPONN NN NN DY OMINTNNTD DINDIND .INN
NYTIN HY NMPNNNN TON NYOWI NHTNI 3TN PIAN YW N7INND MIYDIT 90 ; ININNN MV IXLIPNN
HHNYY NIYWA NPWN 12T GOIVN PNAVN GTIV ;WA AXINN NNMIN NV ;NIIYY MV NPNYYNN NN

SINM NY TN VPAN,JOT1 LPAX BN DN DIPINN SDOPON

/—\/\

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

O»HPD N0 MM O»YMNINND DM 0320 097

NYAVH N9Y YPIIN :6 TN

DIOD YV (UMD NN MOPYNI) H5PIvn YINNmN Yapnny (DR 1p) 1OYIVN 120 YTOIR PN NT IPN
MANN NVYN .6 NMZIY NRNWNRNNI DITAPNNY 29D, TN NTNIT AT MINWNI MY MNDTN NNYN DY DINTPNN

19PN YNY 295 NIYILN MY FTIIND KN IPNPNT PN NN 95 HY 7HD92 NN 1NN

S = N W ke O NN

l
—_
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99990 ANIYN HY 920NN PIND HY 0NN NYIVNY MTINNY MPITa :7 MY

92Y1 .4 MY NIRNIVNNND MIAPNNY NPINYD IR DX PIADNT DININN DY DTNIRD MIRIN NN PN IT MY
NN ,TPINNY ODOY PN MDY O) (MNY NPIPIPNIDI) DXDID NN ,5 MY DOWNNY D1 PIADNHN DINVNHY
PN NPV NPT PDIOY) Y2APN NPV MNP NNPNA (NPDIOW) TPAPN NITNN P2 IIPRIVINI NN NINNN

.1% YW N2 PN - *** ;5 5% S NI PN - **;10% S NN PN - * .NPTH 90 MNPNH

1) (2) 3) (4) 5) (6) (7)
A POS_Rate 0.0154 0.0411 0.0301 0.0492 0.0388 0.1119 0.0968
(0.043) (0.043) (0.045) (0.042) (0.043) (0.09) B
A NEG_Rate -0.0612 -0.0621" -0.0568" -0.0633" -0.0595" -0.0673 -0.0651
(0.027) (0.019) (0.018) (0.02) (0.02) (0.062) (®p6
Rate -0.0067 -0.0067 -0.0058
(0.009) (0.009) (0.01)
IG to non-IG 0.7008" 0.6685" 0.7043" 0.6797" 0.7194" 0.6985"
(0.212) (0.23) (0.215) (0.227) (0.236) (0.249
-0.9366" -0.9815" -0.9300" -0.9824" -0.8464" -0.8984™
non-IG to IG (0.381) (0.373) (0.381) (0.372) (0.331) (0.322)
+A outlook 0.0455 0.0419 0.0223
(0.107) (0.107) (0.107)
-A outlook 0.0999 0.1031 0.1224
(0.063) (0.065) (0.071)
lag(positive outlook) -0.1326 -0.1394 -0.0157 -0.0336
(0.111) (0.109) (0.14) (0.155)
lag(negative outlook) -0.0527 -0.0854 -0.0346 -0.0641
(0.098) (0.109) (0.105) (0.119)
+A POS_Rate X -0.1061 -0.0956
lag(positive outlook) (0.102) (0.107)
-A NEG_Rate X 0.0039 0.0051
lag(negative outlook) (0.053) (0.053)
Constant -0.0057 -0.0058" 0.6613 0.0029 0.672 -0.0005 0.5797
(0.002) (0.002) (0.903) (0.016) (0.94) (0.019) @ap
Observations 436 436 436 436 436 436 436
Adjusted R-squared -0.004 0.01925 0.02159¢ 0.0185 02007 0.01978 0.02082
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9991 7YY BN NN NIY :NaD)

scale S&P Moody's Fitch Description
100 AAA Aaa AAA Prime
95 AA+ Aal AA+
90 AA Aa2 AA High grade
85 AA- Aa3 AA-
80 A+ Al A+
75 A A2 A Upper medium grade
70 A- A3 A-
65 BBB+ Baal BBB+
60 BBB BaaZ2 BBB Lower medium grade
55 BBB- Baa3 BBB-
50 BB+ Bal BB+ Non-investment grade
45 BB Baz BB Speculative
40 BB- Ba3 BB-
35 B+ Bl B+
30 B B2 B Highly speculative
25 B- B3 B-
20 CCC+ Caal CCC Substantial risks
15 CCC CaaZ2 Extremely speculative
10 CCcC- Caa3 o
75 cC o ]Ic(r;rdr(:;fé:lgj\ll'ie \:\;/lth little prospect
5 C C
0 D / DDD
/ DD In default
D
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