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Antonio Rubia§ Laura Valderrama¶

Abstract

We provide a new measure of sovereign country risk exposure (SCRE)
to global sovereign tail risk based on information incorporated in 5-year
sovereign CDS spreads. Our panel regressions with quarterly data from 53
countries show that macro risks have strong explanatory power for SCRE.
Results show that SCRE increases for countries with less fiscal space, higher
interest rates, and financial stability concerns. Exposure sensitivity to pub-
lic sector leverage is shown to increase non-linearly with public debt and
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