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» Short-maturity German and UK bonds indeed show
reduced sensitivity to news in various subperiods
since 2008 (though not uniformly so)

» This is not the case for longer-maturity bonds
» This is also not the case for EUR and GBP vs. USD
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yt: Yield of a zero-coupon bond of a given maturity
v, 6% year-specific intercept and slope dummies
X¢: Surprise component of data releases

» Identify 6™, B: Set pre-2007 average of 6" to 1
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» Could compute intraday changes in yields during
(narrow!) “time windows” around data releases

» Better capture of response of yields to econ. data
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» Respecify eq. (10) as
Ay =7"+8 X+ €] (11)

» Xt = BX¢: “generic surprise regressor”

» Surprises are standardized. Generic regressor —
assume that all (scaled) data surprises have same
marginal effect on yields, regardless of type of data
release

» Rolling, 1-year centered window regressions with
daily data

» Estimate 67 for any business day

» Q: Similar results with trailing instead of centered
data window?



Scaled news sensitivity, Rolling regressions,
GBP yields, 2001-2012
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Scaled news sensitivity, Rolling regressions,

EUR yields, 2001-2012
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Scaled news sensitivity, Rolling regressions
GBPUSD and EURUSD returns, 2001-2012
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Is EURGBP sensitive to UK or DE economic data?

Use FRB as source for FX data? (Collected at noon
NY time — no data asynchronicity issues)
Other explanations for low sensitivities in 2004-067?

» 2004-06: Extended period of unusual calm in global
financial markets

» Since pre-2007 average sensitivity = 1, does
prolonged period of market quiescence show up as
period of low sensitivities as well?

Conversely, does market turmoil in 2007-08
contribute to elevated sensitivity during that
period?
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