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Fig. 1 Time series of the returns
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Table 1 Descriptive statistics for the returns

0.301 0.258 0.199 -0.007 0.177 0.122 0.083
4.567 7.711 4.074 5.007 2.970 2.460 2.262
7.297 4.806 1.694 2.180 2.788 4.527 4.414
-0.557 -0.329 -0.286 -0.284 -0.505 -0.618 -0.759
-26.580 -49.002 -16.733 -19.561 -15.679 -16.748 -15.678
30. 445 40.221 16.630 21.603 12.586 10. 344 9.414
798 798 798 798 798 798 798




Fig. 2 Volitilities of the returns
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Table 2 Parameter estimation of the DCC(1 1) -GARCH(1 1) model

GARCH DCC
w; w; B: w, a, B a b Logl
0.86 0.17 0.8 0.15 0.15 0.82 0.042 7 0.953 6
0.46 0.05 ** 0.06 ** 0.07 ** 0.05 ** 0.05 ** 0.05 0.07 ** -l
1.29 0.14 0.84 0.15 0.15 0.82 0.017 57 0.982 42
(0.69) 0.4 ** 0.05 ** 0.07 ** 0.05 ** 0.05 ** 0.01 ** 0.01 ** 41
0.81 0.14 0.81 0.15 0.15 0.82 0.021 7 0.978 29
0.41 ** 0.04 ** 0.05 ** 0.07 ** 0.05 ** 0.05 ** 0.01 ** 0.01 ** 3766
0.44 0.15 0.84 0.15 0.15 0.82 0.016 695 0.983 295
0.21 ** 0.03 ** 0.03 ** 0.07 ** 0.05 ** 0.05 ** 0.01 ** 0.01 ** I
0.46 0.08 0.87 0.15 0.15 0.82 0.008 759 0.991 231
0.29 0.02 ** 0.04 ** 0.07 ** 0.05 ** 0.05 ** 0.01 ** 0.01 ** M
0.15 0.14 0.84 0.15 0.15 0.82 0.047 355 0.929 593
0.08 ** 0.05 ** 0.4 ** 0.07 ** 0.05 ** 0.05 ** 0.02 ** 0.03 ** 2

L 95% a b a+b<l1 a+b 1
2
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Fig. 3 Time-varying correlation coefficients
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Fig. 4 Time-varying country Beta
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Table 3 Descriptive statistics for BRICS and USA country Beta
1.153 1.084 0.569 0.937 0.774 1.029
0.016 0.021 0.018 0.012 0.008 0.004
2.206 0.001 -0.775 0.362 -0.146 0.090
0. 804 -0.406 0.300 0.469 0.617 -0.126
0.257 -0.797 -0.517 0.176 0.343 0.612
3.329 2.634 1.917 2.493 1.405 1.339
798 798 798 798 798 798
0.261 0.238 0.349 -0.007 0.229 0.119
3.3 ( political risk PR) . ( economic risk
ER) . ( financial risk FR)
12 5
: ( composite risk
S&P’ s+ CR) CR=0.5PR + 0.5(ER +FR)
Moody” s+ ICRG. Institution Investor. Euromoney .
EIU 1995 1 —2010
4 ICRG
" PRS Beta Beta
( international country risk guide ICRG) 4
( Beta)
( Beta) ICRG N N
. ICRG
4 ICRG 11995 -01 -2010 - 04
Table 4 Correlations between country beta risks and ICRG risk ratingsin BRICS countries: 1995 -01 —2010 - 04
( ) 0.033 0.478%* 0.074 0.317**
( ) 0.180" 0.4427* -0.266*F 0.115
( ) 0.284** 0.771** 0.052 0.572**
( ) 0.319*F 0.4677* 0.265** 0.566**
( ) 0.026 0.257** 0.160" 0.165"

5% x 1%
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Fig. 5 Comparison between country Beta and ICRG composition country risk rating
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Dynamics of systematic risk and its difference from country risk ratings: Evi-
dence from BRICS countries

SUN Xiaoei' YANG Yu—ing' > LI Jian-ping'

1. Institute of Policy and Management Chinese Academy of Sciences Beijing 100190 China;
2. Graduate University of Chinese Academy of Sciences Beijing 100049 China

Abstract: Tt is necessary and essential” when making risk decision on cross-national capital operation to trace
and measure the country risk of host country. Country risk measurement can be divided into two types: country
risk rating based on multi-attributes and systematic risk modeling based on capital asset pricing. In this paper
the dynamics of systematic risk of BRICS countries is modeled and then the correlations between systematic
risk and ICRG country risk ratings based on multi-attributes are calculated and analyzed. Empirical results
show that systematic risk volatility is high but decreasing in BRICS countries; and although shocked by the
2008 financial crisis the systematic risk volatilities quickly tend to be stable which suggests that the risk tol—
erance has been increasing in BRICS countries. Compared with ICRG country risk ratings that reflect the
whole risk status of one given country systematic risk reflects more the financial risk with return information.
This could offer more risk—return information to improve the rationality and accuracy of decisions on cross-na—
tional capital operation.

Key words: country risk; systematic risk; country Beta; DCC-GARCH



