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Research Question(s):

* Do monetary and fiscal announcements affect credit risk in the Covid crisis?

* Interaction or juxtaposition?
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Semi-Dummy on announcement day
0 before; envelope/GDP after

d Credit Guarantees (CG)

Database MP responses to Covid

C “etal. 2021
J Monetary Policy (MP) (Cantu’ et a )

Change in 2y sovereign yield
(30min window)
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Daily data on 14 advanced economies

Corporate Bond Spread-5y (CBS): v' Cointegrated with lending spread

BBB Corporate Yield - Sovereign Yield v" No structural break on April 2020
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Dynamic Panel Data model, FE
CBSi’t = + CBSi,t—l + B CGi,t + Y MPi,t + G[CGi’t 5 MPi,t] + GjZi,t_l + N; + Ct
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Spread | BBB Yield | Sov Yield Spread BBB Yield Sov Yield

MP 0.7696** | 0.8356* |1.5858*** MP 0.849*** 0.849* | 1.531*** i
CG -0.0022** | -0.0024** | -0.0006 CG -0.0015***| -0.0023** | -0.0006
MP*CG| 0.1571 -0.0068 0.0117 MP*CG 0.176 -0.00537 | -0.0206
[ MP*]A | -2.457** | -0.702 | -0.179
l Baseline CG*JA |-0.0079*** -0.01*** | -0.0012
Control for Joint Announcements (JA) —> MP*CG*JA| -1.648*** | -0.389 | 1.422%**

*p<0.1; ** p<0.05; *** p<0.01
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