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Abstract 

The goal of this paper is to investigate effects of fiscal policy on output as a response 

to an external shock at different levels and currency compositions of public debt. Central to 

our analysis is the mutual relationship between sovereign risk and public debt on the one 

hand, and the linkage between sovereign risk and private credit spreads on the other. We 

show that fiscal austerity is conducive to real economic activity when initial government 

debt is high, its foreign currency share is important, and the link between sovereign and 

corporate spreads is strong. 

JEL classification: E52; E62; E63; F34; H63  

Keywords: Recession, Fiscal austerity, Sovereign risk, Liability dollarization.  

 

 

* Corresponding author. Tel.: +903125077000  

E-mail address: Ali.Cufadar@tcmb.gov.tr (A. Çufadar). 

  

mailto:Ali.Cufadar@tcmb.gov.tr


Download	English	Version:

https://daneshyari.com/en/article/5101195

Download	Persian	Version:

https://daneshyari.com/article/5101195

Daneshyari.com

https://daneshyari.com/en/article/5101195
https://daneshyari.com/article/5101195
https://daneshyari.com/

