Figure 1.25. Volatility Developments

Advanced economy and emerging market asset prices are Volatility has become more sensitive to price declines for
increasingly synchronized. sovereign bond and credit markets ...
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Sources: Bloomberg L.P.; JPMorgan Chase & Co.; and IMF staff calculations. Source: IMF staff calculations.

Note: See Annex 1.4 for more information.

... and volatility increases a lot more for emerging market than for

advanced economy assets during periods of high risk aversion. Longer-term implied volatility remains very low.
3. Increase in Volatility between Low and High Volatility Regimes 4, S&P 500 Implied Volatility Term Structure
(Multiples) (Daily average)
25- Advanced economies - 30 - \' 2009
20 - = Emerging markets B 2008
? Al
15- . 2012
20 - -
R R 2007
’ p
5. B 15 - = 2006
0 L 10 L I I I I I J
Bonds Investment-grade High-yield credit ~ Currencies 0 3 6 9 12 15 18
credit Tenor (months)
Source: IMF staff calculations. Sources: Bloomberg L.P; and IMF staff calculations.

Note: See Annex 1.4 for more information.



