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RiskMonitor Methodology

Conceptual framework for country risk  assessment

• Country risk defined as the uncertainties stemming from macro  developments (economic performances, 
international vulnerability,  political risks……) that can have a broad / cross-cutting influence on  projects 
and investment / financial decisions, from a foreign investor’s perspective (the “non-project, non-
counterparty” component of risk).

• Transmission or relations from country to counterparty risks in a  second step: how the country risk is 
affecting groups of borrowers or investors.

Country-risk methodologies will aim at 

• Measuring the degree of uncertainty (if possible, reducing it)

• Assessing the likelihood of negative / unfavorable events

For operational purposes, the concept and characteristics of country-risk assessment must be adapted to 
the project / company / institution’s objectives and characteristics

• Time horizon and crisis intensity as two defining variables

• Critical stakeholders and their own interest

Country Risk: concepts and methods
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Country Risk: concepts and methods

Des milliers de « papillons » analysés
sur plus de 100 pays depuis les années 1970

50 ans × 4 trimestres × 100 pays
=

20 000 schémas / « papillons » à analyser



RiskMonitor Methodology

Five founding principles of TAC ECONOMICS’ RiskMonitor system:

• Risk materialization is a non-linear result of economic circumstances 
(conditional logic with threshold effects)

• Rating and Signal : A difference between the « quality » of a country 
regarding economic and financial difficulties, and the risks of a major / 
systemic shock (crisis)

• Need to be very precise on what is measured and what is not: focus on 
clearly defined “macro events”

• Unbiased quantitative models using no forecasts or estimates, combined 
with qualitative appreciation / comments / knowledge

• Avoiding as far as possible the « black-box » problem of quants through a 
graphic representation allowing users to grasp the logic of the method.

Country Risk: RiskMonitor Methodology



RiskMonitor Methodology

Conceptual design focusing on:

• Combinatorial approaches (risk is more likely to 
materialize  when a combination of performance is 
observed, e.g. fx reserves  and currency valuation …) with 
“conditional logics” included in  the method, e.g. if… 
then… rules; more important than the  number of 
indicators or variables used.

• Threshold effects and non-linearities (e.g. so called 
sudden stop).

• Major difference between “degree of risk in normal 
circumstances” (akin to quality / strength of borrowers) 
and risk of major break and systemic crisis (e.g. default).

Country Risk: concepts and methods
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• Economic & Financial Risk Ratings combine the 
information provided by 6 Fundamental Balances, with 
non-linear relations

• A distinction between Country Ratings and Crisis Signals.

• Three horizons (<1 year, 1-3 years, 3-5 years) and three 
types of difficulties: cross-border payments, exchange 
rate, cyclical

• Political Risk Ratings based on World Bank KKZ indicators, 
provided on a yearly basis by the World Bank.

• Risk-Related Cost of Capital through econometric 
modelling and including smoothed market price 
measures

• An extra premium, to evaluate the risk of contagion of 
exogenous shocks (GFC, EU debt crisis, Covid-19, Russia 
War in Ukraine).

• Data updated on 100 countries on a monthly basis.

Country Risk: RiskMonitor Methodology

Risk Scores on Fundamental Balances
From 0 (lowest risk) to 100 (highest risk)
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Economic & Financial Risk
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RiskMonitor: a comprehensive set of tools for country-risk assesment
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RiskMonitor – Use Case

Country Risk Premium
TAC RRECC, in basis points

Source: TAC ECONOMICS Datalab
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RiskMonitor – Use Case

9Source: TAC ECONOMICS Datalab

Source: TAC ECONOMICS

Illustration on Argentina 1999-2002 
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RiskMonitor – Use Case
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Source: TAC ECONOMICS Datalab
Source: TAC ECONOMICS

China
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RiskMonitor – Use Case
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RiskMonitor – Use Case

Source: TAC ECONOMICS Datalab

Valeurs sûres
Faible croissance, faible risque

Etoiles montantes
Forte croissance, risque modéré

Investissement ciblé
Forte croissance, environnement 
en évolution

Réévaluation stratégique
Faible croissance, risque élevé

TAC ECONOMICS Risks Measures versus GDP Growth Outlook

Emerging Markets Mature Economies
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Suivre nos mesures sur app.taceconomics.com
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Suivre nos mesures sur app.taceconomics.com
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Barthélémy, Janvier 2024

• BIS Working Papers n°641, E. Girardin, S. Lunven and G. Ma, « China’s evolving monetary policy rule : from inflation-accommodating to anti-
inflation policy », Sandrine Lunven, Juin 2017

• Worldwide economic recoveries from financial crises through the decades, Sylvain Barthélémy, Marie-Estelle Binet, Jean-Sébastien Pentecôte, 
Journal of International Money and Finance, July 2020.

• Coût du capital et risque pays dans les pays en voie de développement, Thierry Apoteker, Sylvain Barthelemy, Isabelle Legrand, Congrès 
international de l’AFFI, Juin 2006

• « Predicting financial crises in emerging markets using a composite non-parametric model ». Emerging Markets Review 6 (2005), 363-375, 
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Références académiques sur le risque pays
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