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Pledged fiscal packages

Sources: IMF, Fiscal Monitor; IMF, World Economic Outlook; national data; BIS calculations.
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Fiscal deficits and public debt

Sources: IMF, World Economic Outlook, June 2020; BIS calculations.



Focus on emerging market economies
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Sources: Bloomberg; Institute of International Finance; JPMorgan Chase; national data; BIS calculations.

Exchange rate / US dollar Cumulated non-resident 
portfolio flows to EMEs

Sovereign bond spreads 
for EMEs

A decrease indicates an 
appreciation of the US dollar.



EME central bank actions and bond markets
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Bond fund flows and bond spreads Policy rate and bond purchase announcements

Source: Arslan, Drehmann and Hofmann (2020), BIS Bulletin 20  



Announcements reduce yields with little effect on exchange rates
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Average response 10-year government yields 
response Exchange rate response
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Responses calculated as the cumulative difference (10-year yields) or growth (FX) relative to the day prior 
to the announcement. Day zero is the day of the announcement. An increase in the exchange rate 
denotes an appreciation of the US dollar.

Source: Arslan, Drehmann and Hofmann (2020), BIS Bulletin 20  



High-frequency responses to bond purchase announcements
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South Africa India Korea

Announced on 25 March 2020 Announced on 20 March 2020 Announced on 9 April 2020
Exchange rates versus the US dollar are standardised to one, and 10-year government bond yields are 
standardised to zero at the time of the announcement. Crosses denote active quotes. An increase in the 
exchange rate denotes an appreciation of the US dollar. 

Source: Arslan, Drehmann and Hofmann (2020), BIS Bulletin 20  



“Original Sin Redux”
Carstens and Shin, Foreign Affairs, 2019
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Two duration measures

Duration = −𝑑𝑃/𝑃𝑑𝑟
 Compare duration measures with:

 Percentage return in local currency terms
 Percentage return in dollar terms
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Percentage
return

Yield change0
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EMEs local currency sovereign bond returns1, 
January 2013 – October 2018

1Total return on bonds denominated in local currency as weekly change in JPMorgan GBI-EM principal return index in local currency and 
US dollar. 
Sources: JPMorgan Chase; BIS calculations.
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EMEs local currency sovereign bond returns1, 
January 2013 – October 2018

1Total return on bonds denominated in local currency as weekly change in JPMorgan GBI-EM principal return index in local currency and 
US dollar. 
Sources: JPMorgan Chase; BIS calculations.
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Advanced economies sovereign bond returns1, 
January 2013 – October 2018

1 GBI Global Country 5 to 7 year maturity indices for the selected economies. 

Sources: JPMorgan Chase; BIS calculations.
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Covid-19 shock
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Foreign ownership in EME local currency bond markets
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US dollar and local currency returns vis-à-vis yield changes
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US dollar and local currency returns vis-à-vis yield changes (cont)



Monetary policy frameworks in EMEs: BIS Annual Economic Report 2019, Chapter II
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