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Abstract

In this paper, we use sovereign credit default swap (CDS) prices and emerging
market government bond credit spreads to study and compare their abilities in
information processing and transmission across nations. In contrast to approaches used
in previous studies, first we identify the long-run co-movements between the sovereign
CDS prices and their corresponding credit spreads using the Canonical Cointegration
Regression (CCR), and carry out an analysis on short-run dynamics including price
discovery and volatility spillovers using the bivariate CCR-ECM with an EGARCH
specification. We then investigate the credit spreads inter-linkages across the major
emerging market debtors located in Latin America. Advantage of the multivariate
EGARCH model enables us to detect the volatility transmission mechanisms, which
gives valuable insights into market participants’ perception towards emerging market

credit worthiness.





