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Summary

The study examines the predictability of 48 sovereign bond markets based on a strategy of
27,000 technical trading rules. These rules represent four popular trading rule classes, they
are: moving average, filtering, support and resistance, and channel breakout rules, with
numerous variants in each class. Empirical results show that (i) investing in sovereign bond
markets is predictable, based on the buy-sell signals generated by trading rules, with the
predictability of the emerging Asian markets being significantly higher than those of the
advanced markets; (ii) the predictability is generally higher when the US tightens its
monetary policies or undergoes recession; (iii) two-thirds of sovereign bond markets have a
higher predictability when we use a machine learning algorithm to determine the best trading
rule strategy; and (iv) the predictability of a sovereign bond market is higher when the
economy has a less effective government, lower regulatory quality, narrower financial

openness, higher political risk, lower income and faster real money growth. Our results



suggest that shocks originating from US monetary policy or economic conditions could have
a considerable spillover effect on sovereign bond markets, particularly the emerging Asian

markets.
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