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An important paper

@ Can EMEs be safe?
o Safe for whom?
@ What does safely mean?

@ Just the right questions
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Safe/liquid /convenient

Convenience yield is hard to work with, think about
Stems from empirical puzzle

Why are some assets more expensive

People must like them

Convenience yield
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Convenience Yield

@ We hold 'em because we love 'em
o Why?
@ Just because

@ Modeled the right way at the get go
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Operationalizing convenience yield

EY " B'u(ct + v(6], GDP}))
t=1
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But what is it?

o Collateralizability
@ Why is this particular asset collateralizable?

e Because it is safe and liquid
e Argh

@ Why does CY go up with policy rates?

e Perhaps because of scarcity of safe assets
o Or perhaps because monetary tightening itself increases risk and its
pricing (Bekaert and Hoerova)
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Is not binary
Some assets are safer than others, within and across countries

What is a safe asset?

Delivers for sure one unit of:

o Money
e Consumption
o Utility
@ The literature often worries about 1, this paper also considers 2, we
need to think about 3

@ Also need to think about safe USTs that gain in value when the debt
ceiling is about to bind
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Collateral

Like liquidity, endogenous

Or, legislated

Think about which securities are eligible collateral for discount
window operations

o Carries over to non-banks too, as banks will be happy to accept these
as collateral in repos

@ Time variance in discount window collateral, useful identification
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@ The paper considers spreads between local Treasuries and local corp
bonds, UST and US corp bonds

Refet S. Giirkaynak (Bilkent U.) Discussion of Cuevas



Safety and spreads

@ The paper considers spreads between local Treasuries and local corp
bonds, UST and US corp bonds

@ Study spread between local Treasuries and UST as well

Refet S. Giirkaynak (Bilkent U.) Discussion of Cuevas



Safety and spreads

@ The paper considers spreads between local Treasuries and local corp
bonds, UST and US corp bonds

@ Study spread between local Treasuries and UST as well

e What is happening to the safe/safe spread?

Refet S. Giirkaynak (Bilkent U.) Discussion of Cuevas



Safety and spreads

@ The paper considers spreads between local Treasuries and local corp
bonds, UST and US corp bonds

@ Study spread between local Treasuries and UST as well
e What is happening to the safe/safe spread?

@ That completes the analysis
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Conclusion

This paper asks three important questions:

What is safety?

Are there safe assets in emerging markets?

How does the safety/convenience premium change over time?

All are partially answered

Continuing this analysis is important both for macroprudential and for
monetary policy purposes
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