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The Network Structure of Sovereign and Corporate Credit Risk
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Abstract

In this paper, we study the recent changes in the credit risk interconnectedness in Korea. Using the CDS spread data
from November 2015 to August 2022, we estimate the network structure of sovereign and corporate credit risk. The
results show that sovereign and corporate credit risks are interconnected significantly, particularly with respect to the
banking sector where FX-related transactions are made. Since 2022 when the monetary policy has become contractionary,
such credit risk interconnectedness seems to be strengthened because of greater common exposure.
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