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		Abstract

		Central counterparty clearing houses (CCPs) provide risk management for OTC transactions. Using a global sample of sovereign credit default swaps (CDS) issued between 2010 and 2017, this paper analyzes the impact of the structural shift from over-the-counter to voluntary CCP clearing of single-name CDS in late 2013 on CDS pricing. The results suggest that sovereign CDS spreads are insignificantly affected by counterparty risk when a large fraction of globally outstanding sovereign CDS is cleared through CCPs. Therefore, CCP clearing mitigates a major source of systemic risk in the CDS market. In contrast, CCP clearing has no significant effect on CDS market liquidity. Moreover, CDS spreads are mainly driven by local factors as opposed to global factors. 
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