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1 https://db.wolfsberg-group.org/assets/6a3513cd-b486-4d7e-aa2f-

698b18ed05fb/Wolfsberg%20Group%20Country%20Risk%20FAQs%20(2024).pdf 
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∑ 𝐴𝑊𝑥 ∗ 𝑅𝐹𝑋

𝑋

𝑖=1

 

𝐴𝑊 = 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑤𝑒𝑖𝑔ℎ𝑡 𝑓𝑜𝑟 𝑒𝑎𝑐ℎ 𝑟𝑖𝑠𝑘 𝑓𝑎𝑐𝑡𝑜𝑟 

𝑅𝐹 = 𝐼𝑛𝑝𝑢𝑡 𝑓𝑟𝑜𝑚 𝑒𝑎𝑐ℎ 𝑟𝑖𝑠𝑘𝑓𝑎𝑐𝑡𝑜𝑟 

𝐴𝑠𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛𝑠: 𝑅𝐹 ∈ [0,1} 

 

𝑊1 ∗ 𝑆 + 𝑊2 ∗ 𝑓(𝑆, 𝑇) + 𝑊3 ∗ 𝑓(𝑆, 𝐵) + 𝑊4 ∗ 𝐹𝑆 = 𝐶𝑜𝑢𝑛𝑡𝑟𝑦 𝑠𝑎𝑛𝑐𝑡𝑖𝑜𝑛 𝑟𝑖𝑠𝑘 

𝑆 = 𝑆𝑎𝑛𝑐𝑡𝑖𝑜𝑛 𝑎𝑛𝑑 𝑡𝑜 𝑤ℎ𝑎𝑡 𝑒𝑥𝑡𝑒𝑛𝑡 

𝑇 = 𝑇𝑟𝑎𝑑𝑒 

𝐵 = 𝐵𝑜𝑟𝑑𝑒𝑟𝑖𝑛𝑔 𝑐𝑜𝑢𝑛𝑡𝑟𝑦 

𝐹𝑆 = 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑠𝑒𝑐𝑟𝑒𝑐𝑦 

𝑓(𝑆, 𝑇) = 𝐹𝑢𝑛𝑐𝑡𝑖𝑜𝑛 𝑜𝑓 𝑡𝑟𝑎𝑑𝑒 𝑡𝑜 𝑠𝑎𝑛𝑐𝑡𝑖𝑜𝑛𝑒𝑑 𝑐𝑜𝑢𝑛𝑡𝑟𝑖𝑒𝑠 
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𝑓(𝑆, 𝐵) = 𝐹𝑢𝑛𝑐𝑡𝑖𝑜𝑛 𝑜𝑓 𝑏𝑜𝑟𝑑𝑒𝑟𝑖𝑛𝑔 𝑡𝑜 𝑠𝑎𝑛𝑐𝑡𝑖𝑜𝑛𝑒𝑑 𝑐𝑜𝑢𝑛𝑡𝑟𝑦 

𝑊𝑋 = 𝑊𝑒𝑖𝑔ℎ𝑡 𝑓𝑜𝑟 𝑒𝑎𝑐ℎ 𝑟𝑖𝑠𝑘𝑓𝑎𝑐𝑡𝑜𝑟 

𝐴𝑠𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛𝑠: 𝑓(𝑆, 𝑇),  𝑓(𝑆, 𝐵),  𝐹𝑆 ∈ [0,1} 
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• 

• 

 
2 Trade data is aggregated on export and import percentages, for each underlying  
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𝑦𝑖 = (𝑥𝑖 − min(𝑥))/(max(𝑥) − min(𝑥))

𝑦𝑖 = (max(𝑥) − 𝑥𝑖)/(max(𝑥) − min(𝑥))
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• 

• 

Number of restrictive measures (threshold) Extent of sanction (bin) 

 

 

 

 
3 The EU Sanction variable takes a value between 1.00 and 1.75, where 1.00 indicates that a country is subject to EU sanctions, 

and values above 1.00 reflect the increasing severity or breadth of those sanctions. 



 

18 

 

 

 

 

• 

• 



 

19 

• 

• 

1,25

1
− 1 = 0,25 = 25%

𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑊𝑒𝑖𝑔ℎ𝑡𝑖 =  
𝐼𝑚𝑝𝑜𝑟𝑡𝑎𝑛𝑐𝑒 𝐹𝑎𝑐𝑡𝑜𝑟𝑖

(
𝑠𝑢𝑚(𝐼𝑚𝑝𝑜𝑟𝑡𝑎𝑛𝑐𝑒 𝐹𝑎𝑐𝑡𝑜𝑟)

𝐶𝑜𝑢𝑛𝑡(𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑎𝑡𝑡𝑟𝑖𝑏𝑢𝑡𝑒𝑠 𝑖𝑛 𝑡𝑦𝑝𝑒)⁄ )
∗ 𝑊𝑒𝑖𝑔ℎ𝑡𝑖
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𝑁𝑈𝐿𝐿 = 𝑇ℎ𝑖𝑟𝑑 𝑄𝑢𝑎𝑟𝑡𝑖𝑙𝑒𝑖 = (
3(𝑛 + 1)

4
)

𝑡ℎ

𝑡𝑒𝑟𝑚

→ 𝑖𝑓𝑓 𝑎 ℎ𝑖𝑔ℎ 𝑠𝑜𝑢𝑟𝑐𝑒 𝑣𝑎𝑙𝑢𝑒 𝑐𝑜𝑟𝑟𝑒𝑠𝑝𝑜𝑛𝑑𝑠 𝑡𝑜 𝑎 𝑛𝑒𝑔𝑎𝑡𝑖𝑣𝑒 𝑜𝑢𝑡𝑐𝑜𝑚𝑒

𝑁𝑈𝐿𝐿 = 𝐹𝑖𝑟𝑠𝑡 𝑄𝑢𝑎𝑟𝑡𝑖𝑙𝑒𝑖 = (
(𝑛 + 1)

4
)

𝑡ℎ

𝑡𝑒𝑟𝑚

→ 𝑖𝑓𝑓 𝑎 ℎ𝑖𝑔ℎ 𝑠𝑜𝑢𝑟𝑐𝑒 𝑣𝑎𝑙𝑢𝑒 𝑐𝑜𝑟𝑟𝑒𝑠𝑝𝑜𝑛𝑑𝑠 𝑡𝑜 𝑎 𝑃𝑜𝑠𝑖𝑡𝑖𝑣𝑒 𝑜𝑢𝑡𝑐𝑜𝑚𝑒
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𝐹𝐴𝑇𝐹𝑀𝑒𝑚𝑏𝑒𝑟𝑖 = 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝐹𝐴𝑇𝐹𝑀𝑒𝑚𝑏𝑒𝑟 ∗ 𝐹𝐴𝑇𝐹𝑀𝑒𝑚𝑏𝑒𝑟(0) + 0 ∗ 𝐹𝐴𝑇𝐹𝑀𝑒𝑚𝑏𝑒𝑟(1), 

𝑤ℎ𝑒𝑟𝑒 𝐹𝐴𝑇𝐹𝑀𝑒𝑚𝑏𝑒𝑟(0) = 1 𝑎𝑛𝑑 𝐹𝐴𝑇𝐹𝑀𝑒𝑚𝑏𝑒𝑟(1) = 0 

𝐸𝑈𝑀𝑒𝑚𝑏𝑒𝑟𝑖 = 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝐸𝑈𝑀𝑒𝑚𝑏𝑒𝑟 ∗ 𝐸𝑈𝑀𝑒𝑚𝑏𝑒𝑟(0) + 0 ∗ 𝐸𝑈𝑀𝑒𝑚𝑏𝑒𝑟(1) 

𝑤ℎ𝑒𝑟𝑒 𝐸𝑈𝑀𝑒𝑚𝑏𝑒𝑟(0) = 1 𝑎𝑛𝑑 𝐸𝑈𝑀𝑒𝑚𝑏𝑒𝑟(1) = 0 

𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒 =
𝑇ℎ𝑖𝑟𝑑 𝑄𝑢𝑎𝑟𝑡𝑖𝑙𝑒𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒
∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒

𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒𝑖 =
𝐹𝑆𝐼𝑉𝑎𝑙𝑢𝑒𝑖 − 𝑀𝑖𝑛𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒
∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒

𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒 =
1 − 𝑇ℎ𝑖𝑟𝑑 𝑄𝑢𝑎𝑟𝑡𝑖𝑙𝑒𝐹𝑆𝐼𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒
∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒

𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒 =
1 − 𝐶𝑃𝐼𝑉𝑎𝑙𝑢𝑒𝑖 − 𝑀𝑖𝑛𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒
∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝐶𝑃𝐼𝑆𝑐𝑜𝑟𝑒

FreedomHouse 𝑆𝑐𝑜𝑟𝑒

=
1 − 𝑇ℎ𝑖𝑟𝑑 𝑄𝑢𝑎𝑟𝑡𝑖𝑙𝑒FreedomHouse𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛FreedomHouse𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥FreedomHouse𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛FreedomHouse𝑆𝑐𝑜𝑟𝑒

∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡FreedomHouse𝑆𝑐𝑜𝑟𝑒

𝐹𝑟𝑒𝑒𝑑𝑜𝑚𝐻𝑜𝑢𝑠𝑒𝑆𝑐𝑜𝑟𝑒𝑖FreedomHouse 𝑆𝑐𝑜𝑟𝑒

=
1 − FreedomHouse𝑆𝑐𝑜𝑟𝑒i − 𝑀𝑖𝑛FreedomHouse𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥FreedomHouse𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛FreedomHouse𝑆𝑐𝑜𝑟𝑒
∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡FreedomHouse𝑆𝑐𝑜𝑟𝑒
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𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒

=
1 − 𝑇ℎ𝑖𝑟𝑑 𝑄𝑢𝑎𝑟𝑡𝑖𝑙𝑒𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒

𝑀𝑎𝑥𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒 − 𝑀𝑖𝑛𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒

∗ 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑𝑊𝑒𝑖𝑔ℎ𝑡𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒

𝑂𝑝𝑒𝑛𝐵𝑢𝑑𝑔𝑒𝑡𝑇𝑟𝑎𝑛𝑠𝑝𝑎𝑟𝑎𝑐𝑦𝑆𝑐𝑜𝑟𝑒
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