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This research study is interesting in economic forecasting by corporate credit spreads which are grouped
according to the risk that value seems to be a potential default of the debt that is expected or the EDF (Expected
Default Frequency). The credit spreads have three groups of interest, low risk, the moderate risk and the groups at
high risk or EDF 1, EDF 2 and EDF 3 respectively. Each group was divided again by 5 over the term to maturity, and
then analyzed the relationship and the ability to forecast the economic activity by Vector autoregressive (VAR) with
the number of people employed, industrial production and inflation. Using monthly data from 2003 to 2010 test
results showed that credit spread of interest groups will be able to forecast the economy better than in past economic
variables alone. While considering the difference in group of credit spread. Groups at all risk can forecast economic

activity.
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Forecast Horizon h =3 (month)
Credit Industrial Production Employment Inflation
Spread coefficient | p-value Adj R’ | coefficient p-value Adj R’ coefficient | p-value | Adj R’
None - - 0.529 - - 0.649 - - 0.493
TTM<0
EDF1 -0.034 0.315 0.540 0.018 0.706 0.644 -0.033 0.000 0.559
EDF2 0.040 0.160 0.669 -0.011 0.805 0.655 -0.007 0.498 0.518
EDF3 -0.007 0.779 0.705 -0.005 0.909 0.624 -0.031 0.000 0.569
1<TTM<1.99
EDF1 -0.022 0.461 0.527 0.061 0.115 0.679 -0.026 0.001 0.555
EDF2 -0.047 0.219 0.541 0.097 0.039 0.690 -0.037 0.000 0.574
EDF3 0.002 0.949 0.523 0.074 0.083 0.668 -0.034 0.000 0.588
2<TTM<2.99
EDF1 -0.061 0.032 0.549 0.075 0.048 0.661 -0.029 0.000 0.579
EDF2 0.007 0.808 0.516 0.028 0.446 0.651 -0.015 0.024 0.532
EDF3 0.021 0.403 0.529 0.027 0.422 0.647 -0.015 0.016 0.522
3<TTM<4.99
EDF1 -0.037 0.288 0.517 0.093 0.041 0.662 -0.025 0.004 0.534
EDF2 -0.014 0.597 0.521 0.022 0.530 0.659 -0.012 0.087 0.499
EDF3 0.001 0.975 0.499 0.027 0.320 0.633 -0.011 0.018 0.477
TTM>5
EDF1 0.023 0.330 0.529 0.039 0.217 0.651 -0.013 0.035 0.514
EDF2 -0.023 0.432 0.494 0.005 0.888 0.679 -0.005 0.396 0.648
EDF3 -0.024 0.546 0.297 0.030 0.342 0.788 0.005 0.511 0.408
Forecast Horizon h = 6 (month)
Credit Industrial Production Employment Inflation
Spread coefficient | p-value Adj R’ | coefficient p-value Adj R’ coefficient | p-value | Adj R’
None - - 0.805 - - 0.536 - - 0.767
TTM<0
EDF1 -0.003 0.890 0.802 0.026 0.403 0.521 -0.013 0.009 0.772
EDF2 -0.005 0.784 0.862 0.041 0.136 0.559 -0.010 0.063 0.768
EDF3 0.009 0.567 0.830 0.005 0.874 0.468 -0.010 0.030 0.759
1<TTM<1.99
EDF1 -0.018 0.262 0.813 0.035 0.178 0.575 -0.011 0.008 0.780
EDF2 -0.017 0.391 0.823 0.071 0.014 0.617 -0.020 0.000 0.808
EDF3 -0.001 0.944 0.810 0.061 0.019 0.553 -0.013 0.002 0.790
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2<TTM<2.99
EDF1 -0.024 0.117 0.808 0.045 0.065 0.549 -0.012 0.002 0.789
EDF2 -0.009 0.528 0.795 0.030 0.187 0.534 -0.008 0.038 0.769
EDF3 0.005 0.691 0.804 0.027 0.195 0.539 -0.007 0.038 0.776
3<TTM<4.99
EDF1 -0.020 0.247 0.804 0.069 0.012 0.563 -0.012 0.010 0.779
EDF2 -0.005 0.694 0.794 0.037 0.060 0.567 -0.007 0.038 0.780
EDF3 -0.011 0.324 0.772 0.025 0.148 0.525 -0.006 0.015 0.691
TTM>5
EDF1 -0.001 0.936 0.803 0.033 0.085 0.547 -0.007 0.022 0.779
EDF2 -0.004 0.790 0.800 0.012 0.547 0.598 -0.004 0.276 0.842
EDF3 -0.008 0.630 0.755 0.030 0.182 0.672 -0.001 0.675 0.777
Forecast Horizon h =12 (month)
Credit Industrial Production Employment Inflation
Spread coefficient | p-value | Adj R® | coefficient p-value | Adj R’ | coefficient p-value | Adj R
None - - 0.872 - - 0.518 - - 0.871
TTM<0
EDF1 -0.011 0.363 0.881 -0.003 0.631 0.572 -0.003 0.232 0.867
EDF2 -0.002 0.873 0.920 -0.005 0.343 0.402 -0.003 0.327 0.871
EDF3 0.008 0.467 0.883 0.002 0.721 0.475 -0.005 0.039 0.870
1<TTM<1.99
EDF1 -0.012 0.241 0.884 0.000 0.965 0.497 -0.004 0.108 0.871
EDF2 -0.009 0.398 0.901 0.003 0.616 0.472 -0.006 0.010 0.882
EDF3 0.002 0.817 0.874 0.007 0.182 0.512 -0.004 0.063 0.875
2<TTM<2.99
EDF1 -0.018 0.064 0.876 0.004 0.417 0.516 -0.005 0.029 0.877
EDF2 0.000 0.984 0.870 0.005 0.244 0.510 -0.004 0.037 0.872
EDF3 0.004 0.383 0.500 -0.003 0.048 0.874 0.003 0.742 0.872
3<TTM<4.99
EDF1 -0.005 0.594 0.869 0.002 0.691 0.510 -0.005 0.032 0.873
EDF2 -0.010 0.205 0.856 0.003 0.456 0.491 -0.004 0.035 0.881
EDF3 0.000 0.998 0.832 0.007 0.045 0.534 -0.003 0.038 0.866
TTM>5
EDF1 -0.001 0.944 0.871 0.001 0.823 0.512 -0.003 0.078 0.874
EDF2 -0.006 0.145 0.540 0.000 0.848 0.906 -0.004 0.617 0.857
EDF3 -0.002 0.870 0.798 0.007 0.181 0.399 0.001 0.705 0.675
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