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Figure 3 The crisis regime. The gray-shaded areas correspond to crisis periods (estimated as
those periods for which the smoothed probabilities of the crisis regime are higher than 50%. The
smoothed probabilities are based on the Kitagawa–Hamilton algorithm). The plot also displays
the Spanish–German and the Irish–German 10-year sovereign spreads.

Figure 4 Model-implied versus actual spreads. The black dotted lines (gray solid lines) correspond
to model-implied (actual) spreads.
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