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Argentina Malta Australia Japan
Chile Mauritius Austria Netherlands
Colombia Mexico Canada New Zealand
Costa Rica Pakistan Denmark Norway
Cyprus Philippines Finland Portugal
Egypt Poland France Spain
Hong Kong Singapore Germany Sweden
Hungary South Africa Greece Switzerland
Indonesia Uruguay Iceland United Kingdom
Israel Venezuela Ireland United States
Korea Italy

   Mature EconomiesEmerging Market Economies

Appendix A: Country sample
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Variable definition: Source:

Bilateral FDI stocks – FDI asset holdings of source country i in
host country j  in million US dollar

UNCTAD

Bilateral portfolio equity and portfolio debt stocks – average
2001-2003 holdings of source country i in host country j in million
US dollar

Coordinated Portfolio Investment
Survey (CPIS), IMF

Bilateral loans – aggregate assets and liabilities of banks in
reporting countries vis-à-vis banking and non-banking institutions in
host countries

International Locational Banking
Statistics (ILB), BIS

Distance – log bilateral great circle distance in miles between
economic centers of source country and host country

Andy Rose’s website

Common language – dummy equal to one if both countries speak
the same language and zero otherwise

Andy Rose’s website; CIA World
Factbook

Property rights – index that goes from 0 to 5, with higher values
representing bad protection of property rights

Heritage Foundation

Expropriation risk – index goes from 0 to 10, with high values =
low risk

ICRG – PRS

Repudiation risk – index goes from 0 to 10, with high values = low
risk

ICRG – PRS

Days of enforcement –the time of dispute resolution—in calendar
days—counted from the moment the plaintiff files the lawsuit in
court until settlement or payment.

World Bank – Doing Business
Database

WDR corruption – index goes from 1 to 8, with higher values
indicating higher levels of corruption

World Bank (Wei, 2000)

TI corruption – value of index goes from 0 to 10, with higher
values indicating higher levels of corruption

Transparency International (Wei,
2000)

Appendix B: Variable definitions and sources



34
ECB
Working Paper Series No 826
October 2007



35
ECB

Working Paper Series No 826
October 2007



36
ECB
Working Paper Series No 826
October 2007



37
ECB

Working Paper Series No 826
October 2007



38
ECB
Working Paper Series No 826
October 2007



39
ECB

Working Paper Series No 826
October 2007



40
ECB
Working Paper Series No 826
October 2007



41
ECB

Working Paper Series No 826
October 2007

F
ig

ur
e 

1:
 D

e 
fa

ct
o 

op
en

ne
ss

, r
is

k 
sh

ar
in

g 
an

d 
in

st
it

ut
io

ns
 –

 s
om

e 
ex

am
pl

es
 

-10123
Corruption

0
.0

2
.0

4
.0

6
.0

8
D

e 
fa

ct
o 

op
en

ne
ss

456789
Enforcement

0
.0

2
.0

4
.0

6
.0

8
D

e 
fa

ct
o 

op
en

ne
ss

-10123
Corruption

-.2
0

.2
.4

.6
R

is
k 

sh
ar

in
g

456789
Enforcement

-.2
0

.2
.4

.6
R

is
k 

sh
ar

in
g



42
ECB
Working Paper Series No 826
October 2007

European Central Bank Working Paper Series

For a complete list of Working Papers published by the ECB, please visit the ECB’s website
(http://www.ecb.europa.eu)

773 “Exchange rate volatility and growth in small open economies at the EMU periphery” by G. Schnabl, 
July 2007.

774 “Shocks, structures or monetary policies? The euro area and US after 2001” by L. Christiano, 
R. Motto and M. Rostagno, July 2007.

775 “The dynamic behaviour of budget components and output” by A. Afonso and P. Claeys, July 2007.

776 “Insights gained from conversations with labor market decision makers” by T. F. Bewley, July 2007.

777 “Downward nominal wage rigidity in the OECD” by S. Holden and F. Wulfsberg, July 2007.

778 “Employment protection legislation and wages” by M. Leonardi and G. Pica, July 2007.

779 “On-the-job search and the cyclical dynamics of the labor market” by M. U. Krause and T. A. Lubik, July 2007.

780 “Dynamics and monetary policy in a fair wage model of the business cycle” by D. de la Croix, G. de Walque and 
R. Wouters, July 2007.

781 “Wage inequality in Spain: recent developments” by M. Izquierdo and A. Lacuesta, July 2007.

782 “Panel data estimates of the production function and product and labor market imperfections” by S. Dobbelaere 
and J. Mairesse, July 2007.

783 “The cyclicality of effective wages within employer-employee matches: evidence from German panel data” by 
S. Anger, July 2007.

784 “Understanding the dynamics of labor shares and infl ation” by M. Lawless and K. Whelan, July 2007.

785 “Aggregating Phillips curves” by J. Imbs, E. Jondeau and F. Pelgrin, July 2007.

786 “The economic impact of merger control: what is special about banking?” by E. Carletti, P. Hartmann and 
S. Ongena, July 2007.

787 “Finance and growth: a macroeconomic assessment of the evidence from a European angle” by E. Papaioannou, 
July 2007.

788 “Evaluating the real effect of bank branching deregulation: comparing contiguous counties across U.S. state 
borders” by R. R. Huang, July 2007.

789 “Modeling the impact of external factors on the euro area’s HICP and real economy: a focus on pass-through 
and the trade balance” by L. Landolfo, July 2007.

790 “Asset prices, exchange rates and the current account” by M. Fratzscher, L. Juvenal and L. Sarno, August 2007.

791 “Inquiries on dynamics of transition economy convergence in a two-country model” by J. Brůha and J. Podpiera, 
August 2007.

792 “Euro area market reactions to the monetary developments press release” by J. Coffi net and S. Gouteron, 
August 2007.



43
ECB

Working Paper Series No 826
October 2007

793 “Structural econometric approach to bidding in the main refi nancing operations of the Eurosystem” by 
N. Cassola, C. Ewerhart and C. Morana, August 2007.

794 “(Un)naturally low? Sequential Monte Carlo tracking of the US natural interest rate” by M. J. Lombardi and 
S. Sgherri, August 2007.

795 “Assessing the impact of a change in the composition of public spending: a DSGE approach” by R. Straub and 
I. Tchakarov, August 2007.

796 “The impact of exchange rate shocks on sectoral activity and prices in the euro area” by E. Hahn, August 2007.

797 “Joint estimation of the natural rate of interest, the natural rate of unemployment, expected infl ation, and 
potential output” by L. Benati and G. Vitale, August 2007.

798 “The transmission of US cyclical developments to the rest of the world” by S. Dées and I. Vansteenkiste, 
August 2007.

799 “Monetary policy shocks in a two-sector open economy: an empirical study” by R. Llaudes, August 2007.

800 “Is the corporate bond market forward looking?” by J. Hilscher, August 2007.

801 “Uncovered interest parity at distant horizons: evidence on emerging economies & nonlinearities” by A. Mehl 
and L. Cappiello, August 2007.

802 “Investigating time-variation in the marginal predictive power of the yield spread” by L. Benati and C. Goodhart, 
August 2007.

803 “Optimal monetary policy in an estimated DSGE for the euro area” by S. Adjemian, M. Darracq Pariès and 
S. Moyen, August 2007.

804 “Growth accounting for the euro area: a structural approach” by T. Proietti and A. Musso, August 2007.

805 “The pricing of risk in European credit and corporate bond markets” by A. Berndt and I. Obreja, August 2007.

806 “State-dependency and fi rm-level optimization: a contribution to Calvo price staggering” by P. McAdam and 
A. Willman, August 2007.

807 “Cross-border lending contagion in multinational banks” by A. Derviz and J. Podpiera, September 2007. 

808 “Model misspecifi cation, the equilibrium natural interest rate and the equity premium” by O. Tristani, 
September 2007. 

809 “Is the New Keynesian Phillips curve fl at?” by K. Kuester, G. J. Müller and S. Stölting, September 2007.

810 “Infl ation persistence: euro area and new EU Member States” by M. Franta, B. Saxa and K. Šmídková, 
September 2007.

811 “Instability and nonlinearity in the euro area Phillips curve” by A. Musso, L. Stracca and D. van Dijk, 
September 2007.

812 ”The uncovered return parity condition” by L. Cappiello and R. A. De Santis, September 2007.

813 “The role of the exchange rate for adjustment in boom and bust episodes” by R. Martin, L. Schuknecht and 
I. Vansteenkiste, September 2007.



44
ECB
Working Paper Series No 826
October 2007

814 “Choice of currency in bond issuance and the international role of currencies” by N. Siegfried, E. Simeonova and 
C. Vespro, September 2007.

815 “Do international portfolio investors follow fi rms’ foreign investment decisions?” by R. A. De Santis and 
P. Ehling, September 2007.

816 “The role of credit aggregates and asset prices in the transmission mechanism: a comparison between the euro 
area and the US” by S. Kaufmann and M. T. Valderrama, September 2007.

817 “Convergence and anchoring of yield curves in the euro area” by M. Ehrmann, M. Fratzscher, R. S. Gürkaynak 
and E. T. Swanson, October 2007.

818 “Is time ripe for price level path stability?” by V. Gaspar, F. Smets and D. Vestin, October 2007.

819 “Proximity and linkages among coalition participants: a new voting power measure applied to the International 
Monetary Fund” by J. Reynaud, C. Thimann and L. Gatarek, October 2007.

820 “What do we really know about fi scal sustainability in the EU? A panel data diagnostic” by A. Afonso and 
C. Rault, October 2007.

821 “Social value of public information: testing the limits to transparency” by M. Ehrmann and M. Fratzscher, 
October 2007.

822 “Exchange rate pass-through to trade prices: the role of non-linearities and asymmetries” by M. Bussière, 
October 2007.

823 “Modelling Ireland’s exchange rates: from EMS to EMU” by D. Bond and M. J. Harrison and E. J. O’Brien, 
October 2007.

824 ”Evolving U.S. monetary policy and the decline of infl ation predictability” by L. Benati and P. Surico, 
October 2007.

825 “What can probability forecasts tell us about infl ation risks?” by J. A. García and A. Manzanares, October 2007.

826 “Risk sharing, fi nance and institutions in international portfolios” by M. Fratzscher and J. Imbs, October 2007.



WORKING PAPER SER IES
NO 826 / OCTOBER 2007

RISK SHARING, FINANCE
AND INSTITUTIONS
IN INTERNATIONAL
PORTFOLIOS

by Marcel Fratzscher,
and Jean Imbs

Date: 12 Oct, 2007 17:43:31;Format: (420.00 x 297.00 mm);Output Profile: SPOT IC300;Preflight: Failed!


	Risk sharing, finance and institutions in international portfolios
	Contents
	Abstract
	Non-technical summary
	1 Introduction
	2 Data and related literature
	2.1 Data
	2.2 Related literature

	3 Risk sharing
	3.1 Multilateral risk sharing
	3.2 Bilateral risk sharing
	3.2.1 Risk sharing and international investment
	3.2.2 Risk sharing and institution


	4 Openness, institutions and international investment
	5 Endogeneity
	6 Conclusion
	References
	Appendix A: Country sample
	Appendix B: Variable definitions and sources
	Tables and figures
	European Central Bank Working Paper Series


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e5c4f5e55663e793a3001901a8fc775355b5090ae4ef653d190014ee553ca901a8fc756e072797f5153d15e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc87a25e55986f793a3001901a904e96fb5b5090f54ef650b390014ee553ca57287db2969b7db28def4e0a767c5e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020d654ba740020d45cc2dc002c0020c804c7900020ba54c77c002c0020c778d130b137c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor weergave op een beeldscherm, e-mail en internet. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive true
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


