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WHAT IS COUNTRY RISK ALL ABOUT
IN AN AGE OF GLOBALIZATION 

& PANDEMIC CRISIS?
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ẒCross-border risk=

Assessmentof a foreignŜƴǘƛǘȅΩǎability andwillingnessto meet
its externalobligations in full and on time

Foreign entity? Private firm, debtor country government, bank, investment fund, 
supplier, client, partner...

Country risk is composed of a complex combination of 

political, financial and macro-economicrisk
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MAPPINGOUT 
COUNTRY RISK

EUROMONEY 2021

COFACE 2021
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Sept 2019: 
An oil geopoliticalrisk premium!
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>0 OPEC + Russia+ US



23/10/2021

3

THE ABRUPT RISEIN CDS PRICESAPRIL 2020
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BOND SPREADS APRIL 2020 (GERMANY VS SPAIN & ITALY)
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CHAVES+ 
MADURO= 

HYPERINFLATION!
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Q1 2020= 9500%

GLOBAL PANDEMIC AS SYSTEMIC RISK AND COUNTRY RISK DEPENDING ON TI9 Dh±9wba9b¢Ω{ 
RESPONSE TO THE SANITARY THREAT:

/h±L5мфΩ{ MULTIPLE STRIKES IN THE CIRCULAR FLOW OF INCOME DIAGRAM
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Operationaldefinition: 

Set of interdependent factors, specific to a country in the global 
economy, which can affect both foreign and domestic agents

ÅFactors? Economic, financial, environmental, sanitary and socio-political 
ÅDomestic agents? Private firms, households, banks, merchants, fund managers, 

ŜȄǇƻǊǘŜǊǎ ŀƴŘ ƛƳǇƻǊǘŜǊǎΣ ǎǘǳŘŜƴǘǎΧ
ÅForeign agents? Debtor country government, central bank, bank, supplier, client, 

partner...
ÅCountry risk is composed of a complex combination of risks that must be 

assessed in the globalized system
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COUNTRY RISKIS
EVERYWHEREINCLUDING

WHEREYOU{Ƶƕ̃ȹEXPECT
IT TO BE!
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In-house sources of Country Risk!?
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WHATCOUNTRY RISKISNOT
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üCountry riskisnot a monopolyof foreigncreditors, exporters, importers, or 
investors

üDomesticresidents(households, investors, corporatesector) alsoface country 
riskfrom their ownŎƻǳƴǘǊȅΩǎsocio-economicand politicalsituation: the 
ŎƻǳƴǘǊȅΩǎgovermentcantakearbitrary decisionsthat will affect the residentsΩ 
well-being

üThe country canbecontaminatedby adverse regionalor global forces

ωA deteriorationin the riskperceptionby capitalmarketsandrating agencieswill feedback
on domesticresidentsΩenvironment=downgrading+ capitalflight!
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DIRECT òHARD RISKSó

INDIRECT òSURROUNDING RISKSó

COLLATERAL DAMAGES

3 main risktriggers:

COUNTRY RISKIN THE AGEOF DONALDTRUMP
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ωRisk materialization directly hurts US business: outbreak of a military 
conflict US-North Korea; sharp rise in interest rates and fall in bond prices; 
fall in oil prices; pandemic corona crisis; stock market crash; large 
weakening of USD; trade retaliation by Mexico, China, and Canada; 
mounting trade and geopolitical tensions with China and Russia

Direct 
«Hard Risks»

ωRisk materialization stems from a more hostile environment: protracted 
Corona virus crisis;stalemate between White House and Congress 
regarding budgetary policy and National Security Strategy; ongoing 
saber-rattling with North Korea, Iran, and Pakistan; regional crisis in 
the Western Hemisphere and in the Middle East; protracted failed 
NAFTA renegotiations

Indirect
«Surrounding

Risks»

ωRisk materialization as byproduct of unfavorable interactions 
between power groups: Impeachment of Donald Trump; global 
protectionism; geopolitical volatility; mounting wealth gap; pressure 
groups and hostile NGOs; lagged institutional reaction to covid-19 crisis

Collateral
«Soft Risks»


