
	[bookmark: nev]DÉNES NAGY
Capital Markets and Corporate Finance
Unified, 12. semester
Corvinus University of Budapest
Faculty of Business Administration
	






Supervisor:
	Júlia Király
vice president,  National Bank of Hungary 




Which factors affecting the CDS spread movement in Hungary? - CDS spread component analysis

In my paper I analyse the driving forces lying behind foreign investors’ credit risk assessment in Hungary. For the identification of these factors, I decomposed the CDS spread, (as the country's most accurate indicator of credit risk) into three components (global, regional, country-specific). I identified the relevant factors and events based on the turning points of the time series of these components. I was able to attach the turning points to specific events that are likely to affect the changes in CDS spreads. The results show that the country-specific changes between January 2008 and June 2010 were caused by the sensitive reactions to global shocks. After June 2010 a significant country-specific factor developed because of the government communication and actions which were shaped by the investor expectations for the structural reforms.



