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OverviewOverview

• Surges/retrenchments in diffusion measuresSurges/retrenchments in diffusion measures 
and factors

• World factors and stress in core (vs periphery)• World factors and stress in core (vs. periphery)

• World versus regional factors

• Determinants of sensitivity to world factors



Asymmetry in surges vs. retrenchments; and lots of waves





Comparing Equity and Bond Diffusion Indices



Factor Model (Kose, Otrok, Whiteman)( )

Question: What does this Global Factor relate to in terms of 
observables







Characteristics of Equity World FactorCharacteristics of Equity World Factor



Characteristics of Bond World FactorCharacteristics of Bond World Factor



Stress
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Stress in Core vs. Periphery
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Push‐Pull (Equities)Push Pull (Equities)



Push‐Pull (Bonds)Push Pull (Bonds)



ObservationsObservations

• Idiosyncratic factor 30% overstated byIdiosyncratic factor 30% overstated by 
omission of regional factor…

• if the regional factor is “correctly specified”• …if the regional factor is  correctly specified

• Compare against Fratzscher (JIE, 2012): two 
( b bl ) f d l(observable) factor model 

• Global (VIX, TED, US news, US equity, crises)

• Domestic (news, domestic equity)

• Pre‐crisis 65 4%‐34 6% breakdownPre crisis, 65.4% 34.6% breakdown



Determinants of Sensitivity to the 
l b lGlobal Factor



Determinants of SensitivityDeterminants of Sensitivity

What about other factors that have typically beenWhat about other factors that have typically been 
viewed as important?

• FDI stock, bank lending (Forbes‐Chinn, REStat, , g ( , ,
2004)

• Capital controls
• Exchange rate regimes



Concluding Thoughtsg g

• How do statistical factors correlate with withHow do statistical factors correlate with with
economic factors?

• Characterizations sample specific spanning• Characterizations sample specific, spanning 
one very special crisis

If P h i ll i h P ll h• If Push is really more important the Pull, then 
advanced economies carry a heavier burden 
f ibiliof responsibility


