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investigated.

The five investigated indices, i.e. BTK, DRG, HUI, XCI, and XMI,
rejected the hypotheses of not ARCH style errors on a 5% level. Standardised
residuals of the fitted models did not reject the hypotheses on a 5% level.
See Table for precise results.

Similarly, all fitted models did reject autocorrelation on a 5% level, based
on the Ljung-Box test. The test was executed for 50 lags on both squared
and non-squared standardised residuals. See Table for precise results.

Moreover, the ARCH and GARCH, or EARCH and EGARCH terms of
the models, were all significant on the 5% level.

Therefore we can conclude that the used ARCH-style models appear to
be adequate for the respective indices and the models do not appear to be
misspecified.

Note that the BTK index is modelled by EGARCH(1,1), since GARCH(1,1)
failed the post-estimation ARCH-LM test.

5.3.3 Results

Although it was possible to fit appropriate ARCH-style models, there is only
limited evidence of the influence of macroeconomic news announcements on
the size of the indices. Specifically, increases in consumer sentiment appear
to lower returns of the DRG index, and increases in the hourly pay PCA
index appear to increase returns of the XMI index. In conclusion, while we
are able to accept our first hypothesis that macroeconomic news influences
the value of the examined sector stock indices, we have to note that our

evidence is quite limited. See Table for empirical results.

5.4 Volatility

5.4.1 Applied Models

The influence of macroeconomic news on volatility of the indices is investigated

using GARCH-style models, with the variables in question being placed in



the variance equation.

5.4.2 Model Selection

Similarly to the previous set of models, adequacy of the individual models
is tested with the pre- and post-estimation ARCH-LM test, Ljung-Box test,
and significance check of ARCH and GARCH terms. The tests were executed
with the same settings as previously in Section [5.3.2]

All the indices rejected the hypotheses of not ARCH-styled errors on a
5% level and standardised residuals of the fitted models did not reject the
hypotheses on a 5% level. See Table for precise results.

Similarly, all the fitted models rejected autocorrelation on a 5% level
based on the Ljung-Box test. See Table for precise results. Both the
ARCH and GARCH terms of the models were all significant on a 5% level.

Therefore we can conclude that the models are adequate for the respective

indices.

5.4.3 Results

After observing the empirical results, we can conclude that, although the sets
of significant variables differ for individual indices, the significant variables
appear to have effects similar to the signs for all relevant indices. See Table
for empirical results.

In general, we can conclude that increases in layoffs, unemployment and
export price index increase volatility, while increases in job openings, GDP,
consumer sentiment, import trade index, and the inflation PCA index have
a decreasing effect. The effect of the CPI index differs for the individual
indices. In addition, we can observe an interesting pairwise structure between
the effects of import and export price indices. In conclusion, we are able
to accept our second hypothesis that macroeconomic news announcements
increase volatility of the examined sector markets, although we have to note

that this is the case for only some of the examined macroeconomic news.



Table 5.3: Results, Volatility

BTK DRG HUI XCI XMI
MEAN EQUATION

Constant 0.00115**  0.000607** -0.0000985 0.000825***  0.000607**
(3.13) (3.21) (-0.18) (3.33) (3.27)

VARIANCE EQUATION
Hourly Wage (PCA) -2285.7 -2096.8 -1677.4 -2460.0 -2727.1
(-1.51) (-0.28) (-0.15) (-0.27) (-0.13)
Job Layoffs 0.282 0.866 -1.097 1.029* 1.461%*
(0.34) (1.94) (-1.61) (2.14) (2.89)
Job Openings -1.763%* -1.726%* -0.694 -2.699%** -2.378¥H*
(-2.94) (-3.14) (-0.15) (-5.71) (-3.74)
Unemployment 1.778%*** 0.165 -0.714 -0.0212 -0.0161
(12.25) (0.04) (-0.12) (-0.00) (-0.00)
GDP -1.623** SLL7T16FRE 2 638K -2.116%* -2.643%F*
(-2.75) (-3.74) (-3.59) (-3.08) (-3.81)
GDP (preliminary based) -1.606%*F  -1.540%** 0.0423 -1.600  -2.367***
(-2.93) (-3.80) (0.00) (-1.82) (-3.96)
CPI (all) 1.683%** S1.162%F _1.927%F* 1.208%** S1.773HE
(9.34) (-2.96) (-4.38) (4.13) (-3.66)
CPI (PCA) -10.90  -2563.7¥**  _3614.4%** 366.4 -2977.0%*
(-0.04) (-4.87) (-4.29) (1.69) (-3.03)
PPI -0.417 -0.625 -0.255 0.424 1.394
(-0.18) (-0.84) (-0.04) (0.13) (1.82)
Export Price Index 0.00487 0.465 1.980%* 2.506%** 2.206%F*
(0.00) (0.37) (2.60) (3.38) (3.30)
Import Price Index -0.805 0.475  -3.400%** -3.506%FF 3 77REEE
(-0.25) (0.35) (-3.43) (-4.12) (-4.72)
Consumer Sentiment S2.B26HK D 120K 0.141 S2B14%K 3 1ok
(-12.76) (-6.66) (0.11) (-5.58) (-6.66)
Consumer Sentiment (preliminary based) -1.453 -0.440 1.947 -0.725 -1.005
(-1.49) (-0.36) (1.75) (-0.45) (-0.70)
Constant Sl 72Kk S12.71KRE 12 kR -13.49%%* -14.39%%*
(-32.82)  (-31.08)  (-11.81) (-19.71)  (-17.23)
ARCH 0.103%** 0.127%%%  (,0831%** 0.0823%** 0.119%**
(7.25) (7.61) (5.78) (7.55) (9.00)
GARCH 0.852%#* 0.827%#* 0.902%** 0.891%** 0.864%**
(42.25) (31.83) (46.97) (58.33) (58.91)

Significant at (***) 1% (**) 5% (*) 10%
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