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APPENDIX

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Madura and Tucker We investigate the effects of U.S. balance of trade deficit announcements on the ex ante volatility of   
(1992) foreign exchange rates. Specifically, we analyze the association between currency option implied standard   

deviation (ISDs) and the surprise component of monthly merchandise trade deficit disclosures. Our results 
indicate that larger surprises, regardless of their sign, are associated with increased currency ISDs. We also 
find that deficit disclosures regardless of their content, temper market uncertainty on average. Finally we 
find that larger than expected deficits tend to depreciate the U.S. dollar.

Goodhart et al. (1993) This paper uses an extremely high frequency data set on the dollar-sterling exchange rate to investigate the      
impact of news events on the very short-term movements in exchange rates. The data set is a continuous      
record of the quoted price for the exchange rate on the Reuters screen. As such it records some 130,000 
observations over an 8-week period. The paper investigates the time-series properties of the data using 
orthodox regression models, and then by making allowance for a time-varying conditional variance. The 
conclusions vary significantly in moving to this more sophisticated model. The exercises are repeated now 
incorporating news announcement effects, letting these affect the level of the exchange rate and then the 
conditional variance process. Again it is found that the conclusions are radically altered in moving to the 
increasingly sophisticated model.

Ederington and Lee [A]nnouncements are responsible for most of the observed time-of-day and day-of-the-week volatility            
(1993) patterns in these markets. While the bulk of the price adjustment to a major announcement occurs within            

the first minute, volatility remains substantially higher than normal for roughly fifteen minutes and slightly     
elevated for several hours.

Hogan and Melvin We examine the role that news and heterogeneous expectations play in the persistence of exchange rate     
(1994) volatility, or so-called “meteor shower” effects. Our empirical focus is on the U.S. trade balance news, which    

is shown to have a significant and persisting effect on the exchange rate and its conditional variance. 
Furthermore, the impact of U.S. trade balance “news” is not isolated to the U.S foreign exchange market. 
The degree to which U.S. trade balance “news” affects other geographical market locations is functionally 
related to heterogeneous priors. 

*Excerpts are directly quoted from the original sources.

NOTE: The following general abbreviations are used in the appendix table: AAC, average absolute value of price changes; ARCH, auto -
regressive conditional heteroskedasticity; AR-FIGARCH; autoregressive FIGARCH; EGARCH, exponential GARCH; FAC, first-order auto-
correlation of log price changes; FIGARCH, fractionally integrated GARCH; FX, foreign exchange; GARCH, generalized autoregressive
conditional heteroskedasticity; GARCH-M, GARCH-in-mean; NP, number of prices; PR, price fluctuation range; SD, standard deviation.
Unless stated otherwise, announcements are for the United States. The following abbreviations are used for announcements: BI, business
inventories; BOJ, Bank of Japan; BOP, balance of payments; CA, current account; CC, consumer credit; CCI, Consumer Confidence Index;
CIPS, Chartered Institute of Purchasing and Supply (UK); COL, cost of living; CPI, Consumer Price Index; CS, construction spending; 
CU, capacity utilization; DG, durable goods orders; DR, discount rate; EC, employment costs; ECB, European Central Bank; EMU, European
Monetary Union; FB, federal budget; FF, federal funds target; FI, factory inventories; FO, factory orders; FOMC, Federal Open Market
Committee; FRB, Federal Reserve Bank; FS, factory shipments; GB; government budget; GDP, gross domestic product; GNP, gross national
product; HC, housing completions; HCPI, Harmonized Consumer Price Index; HS, housing starts; IC, installment credit; IFO, Information
and Forschung (Research) Institute (Germany); INSEE, French International Institute for Statistics and Economic Studies; IO, industrial
orders; IP, industrial production; ISM, Institute for Supply Management Manufacturing Index; IUC, initial unemployment claims; LI, Index
of Leading Indicators; M, imports; M1; M2; M3; M4; MI, Michigan Sentiment; MO, manufacturing orders; MOUT, manufacturing output;
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                    USD/DEM Conditional volatility/ August 1986– Daily TB
              USD/JPY Implied volatility April 1989

              USD/CHF
                USD/GBP

               USD/CAD
           

                    USD/GBP Conditional mean April 1989– Tick-by-tick U.S.: TB 
                  and volatility/ July 1989 U.K.: Interest rate 
                   GARCH-M

               
              
               
                

                 
  

               USD/DEM Conditional mean November 1988– 5-minute CPI, DG, NFP, GNP, HS, MTB, LI, PPI, 
                 and volatility/ November 1991 RS, IP, CU, BI, CS, FI, NAPM, NHS, PI, 

               Absolute returns and SDs FB, IC
   

                   USD/JPY Conditional volatility/ December 1983– Daily (quotes TB
                 GARCH(1,1) February 1989 from four markets)

                 
                 

               
    

       

MPC, Monetary Policy Committee (UK); MPI, Import Price Index; MTB, merchandise trade balance; NAHB, National Association of
Home Builders Housing Index; NAPM, National Association of Purchasing Managers Survey; NFP, nonfarm payroll employment; NHS,
new home sales; NPROD, nonfarm productivity; OPEC, Organization of Petroleum Exporting Countries; PCE, personal consumption
expenditures; PHI, Philadelphia Fed Index; PI, personal income; PMI, Chicago Purchasing Managers’ Index; PPI, Producer Price Index;
PSNCR, public sector net cash requirement; RA, reserve assets; RE, real earnings; RPIX, Retail Prices Index excluding mortgage interest
payments; RPMI, Reuters Purchasing Managers’ Index; RR, repo rate; RS, retail sales, TANKAN, quarterly poll of business confidence
reported by the Bank of Japan; TB, trade balance; UR, unemployment rate; VR, new vehicle registration; VS, vehicle sales; WPI,
Wholesale Price Index; WSS, wholesale sales; WSI, wholesale inventories; WST, wholesale turnover; X, exports; XPI, Export Price Index;
ZEW, Centre for European Economic Research. The following abbreviations are used for currencies: ARS, Argentinean nuevo peso;
AUD, Australian dollar; CAD, Canadian dollar; CHF, Swiss franc; CZK, Czech crown (koruna); DEM, Deutsche Mark; ECU, European
Currency Unit; EUR, euro; FRF, French franc; GBP, British pound sterling; GRD, Greek drachma; HUF, Hungarian forint; IDR, Indonesian
rupiah; ITL, Italian lira; JPY, Japanese yen; KRW, Korean won ; MXN, Mexican new peso; PLN, Polish new zloty; THB, Thai baht; TRY,
Turkish new lira; TWD, Taiwan dollar; USD, U.S. dollar; ZAR, South African rand.

Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Ederington and Lee The paper examines the impact of major U.S. macroeconomic announcements on the Dollar/Yen exchange             
(1994) rate. We find that these announcements are responsible for most intraday and day-of-the-week volatility            

patterns in this market and we identify the most important announcements. The initial reaction to a major       
8:30 announcement begins around 8:30:10 and lasts until about 8:30:50. A partial price correction is normally 
observed between 8:31 and 8:32. Price movements after 8:32 are basically independent of those observed 
earlier although volatility continues to be higher than normal until about 8:55.

Sultan (1994) The objective of this study is to analyze the effects of trade deficit announcements on the joint distribution     
of the spot and futures price changes. In addition, this study examines whether or not trade deficits and   
trade surpluses have asymmetric effects on the currency price changes and volatility.   

 

Johnson and This study provides an examination of the effect of public news on inter-day exchange-rate return volatility.         
Schneeweis (1994) Unlike previous studies, the impacts of both U.S. and foreign macroeconomic news announcements are        

examined in the currency futures market for the Japanese yen, British pound, and Deutsche mark. Diffusion        
and jump-diffusion process models are developed which contain parameters conditional on the release of       
news…The results reveal that conditional variance diffusion and jump-diffusion process models dominate 
the equivalent non-conditional models…Thus, this study provides evidence that the currency return 
generating process is not characterized by a simple diffusion process over trading and non-trading periods. 
Further, the release of U.S. and foreign macroeconomic news has been shown to provide additional under-
standing of the currency return process over and above that of more complex models such as a jump-
diffusion process.

Ederington and Lee We examine how prices in interest rate and foreign exchange futures markets adjust to the new information            
(1995) contained in scheduled macroeconomic news releases in the very short run. Using 10-second returns and            

tick-by-tick data, we find that prices adjust in a series of numerous small, but rapid, price changes that   
begin within 10 seconds of the news release and are basically completed within 40 seconds of the release. 
There is some evidence that prices overreact in the first 40 seconds but that this is corrected in the second 
or third minute after the release. While volatility tends to be higher than normal just before the news 
release, there is no evidence of information leakage. 

Leng (1996) This article presents how the dollar/mark and dollar/yen exchange rates react to the anticipated U.S.            
monthly macroeconomic announcements…First, for both currencies, the 7:30-7:35 interval, immediately             
after the major announcements, not only has the largest average AAC, NP, and PR and is the only trading     
interval with positive average FAC. The impact of seven major announcements on these four price statistics   
lasts for at least an hour. On the other hand, the impact of the other 11 minor announcements is rather 
short lived.

Payne (1996) This paper examines two aspects of spot FX [foreign exchange] volatility. Using intra-daily quotation data            
on the Deutsche Mark/dollar we simultaneously estimate the deterministic intra-daily seasonal pattern      
inherent in volatility and the effects of U.S. macroeconomic announcements. The empirical specification 
and estimation technique is based on the stochastic volatility methodology contained in Harvey, Ruiz, and 
Shephard (1994). Results conform with previous work, in that “news” effects are strong and persistent, 
being felt for over one hour after the initial release time. Inclusion of an explicit seasonal is shown to be 
essential for the accurate estimation of other volatility components. Further estimations allow us to examine 
which particular pieces of U.S. data move the markets. These results show that the most important statistics 
are those associated with the Employment and Mercantile Trade reports.

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                 USD/JPY Conditional mean November 1988– 10-second CPI, DG, NFP, GNP, HS, LI, MTB, PPI, 
              and volatility/ June 1993 5-minute RS, IP, CU, BI, CS, FI, NAPM, NHS, PI, 

                 Absolute returns and SDs 30-minute MPI, XPI, FB, IC
                

               
           

                   USD/CHF Conditional mean February 1980– Daily TB
                  USD/CAD and volatility/ April 1989

           USD/DEM Bivariate GARCH
USD/JPY 
USD/GBP

                  USD/JPY Conditional volatility January 1988– Daily U.S.: MTB, IP, CPI, Money supply
               USD/GBP and jumps/ December 1990 U.K.: MTB, IP, CPI, Money supply

                USD/DEM Jump-diffusion process Germany: MTB, IP, CPI, Money supply
              and GARCH Japan: MTB, IP, CPI, Money supply

            
            

               
               
                 
 

                    USD/DEM Conditional mean November 1988– Tick-by-tick CPI, DG, NFP, UR, GNP, HS, LI, MTB, 
               and volatility/ October 1992 10-second PPI, RS, IP, CU, BI, CS, FI, NAPM, NHS, 
                  Variance PI, PCE, FB

                  
                    

                  
        

                USD/JPY Conditional mean November 1988– 5-minute CPI, DG, NFP, GNP, HS, MTB, LI, PPI, 
          USD/DEM and volatility/ December 1993 RS, IP, CU, BI, CS, FI, NAPM, NHS, PI, 

                   Absolute returns and FB, IC
                period price ranges

                    
 

                 USD/DEM Conditional volatility/ October 1992– 5-minute UR, PPI, CPI, RS, CCI, LI, DG, IP, CU, 
            Squared returns and ARCH September 1993 NAPM, MTB

             
               

               
                    

               
                 

         

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

DeGennaro and This paper estimates the impact of market activity and news on the volatility of returns in the exchange            
Shrieves (1997) market for Japanese Yen and U.S. dollars. We examine the effects of news on volatility before, during and          

after news arrival; using three categories of news…Results indicate that both components of market activity,   
as well as news release, affect volatility levels. We conclude that both private information and news effects          
are important determinants of exchange rate volatility. Our finding that unexpected quote arrival positively       
impacts foreign exchange rate volatility is consistent with the interpretation that unexpected quote arrival 
serves as a measure of informed trading. Corroborating this interpretation is regression analysis, which      
indicates that spreads increase in the surprise component of the quote arrival rate, but not in the expected 
component. The estimated impact of a unit increase in unexpected quote arrival and the range of values 
observed for this variable imply an important volatility conditioning role for informed trading.

Andersen and This paper provides a detailed characterization of the volatility in the deutsche mark-dollar foreign           
Bollerslev (1998) exchange market using an annual sample of five-minute returns. The approach captures the intraday activity         

patterns, the macroeconomic announcement, and the volatility persistence (ARCH) known from daily          
returns. The different features are separately quantified and shown to account for a substantial fraction of         
return variability, both at the intraday and daily level. The implications of the results for the interpretation      
of the fundamental “driving forces” behind the volatility process are also discussed. 

    
       

    
 

Eddelbüttel and This paper investigates the impact of the frequency of general and currency-specific news headlines on        
McCurdy (1998) deseasonalized intraday DEM-USD exchange rate changes. We find a significant relationship between    

volatility and the frequency of news. In particular, more news is associated with an increase in volatility. 
The result that spot exchange rates are more volatile during periods for which there is a lot of economic 
news accords with market participants’ explanations for observed volatility clustering.

Joines, Kendall, and Returns on a wide variety of assets are more volatile during trading hours than during nontrading hours.   
Kretzmer (1998) French and Roll (1986) suggest that this phenomenon may be due to (1) the concentrated release of public  

information, (2) the incorporation of private information into asset prices, or (3) the presence of trading 
noise. This paper uses returns on currency futures contracts traded on the Chicago Mercantile Exchange 
to study the importance of these three explanations. Unlike previous studies of currency futures, this paper 
finds evidence that either private information or trading noise is required to explain the observed pattern 
of return variance. 

Kim (1998) This paper examines the effects of scheduled Australian and U.S. macroeconomic announcements on daily         
USD/AUD exchange rate changes. EGARCH(1,1) models are used to investigate news effects on the condi-         
tional mean and volatility of the changes over various time horizons encompassing the announcements…
The conditional volatility was higher in response to the Australian current account deficit and inflation news, 
while the retail sales news lowered it. The U.S. announcements, in general, had little effect during the U.S. 
market trading.

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                    USD/JPY Conditional volatility/ October 1992– 10-minute U.S.: GDP, UR, DG, PPI, LI, RS, TB, CPI, 
                    SDs and GARCH September 1993 Treasury bill auction, stimulus and tax 

               news, interest rates
                 Japan: GNP, IP, WPI, UR, LI, RS, TB, HS, 
              CPI, stimulus and tax news, interest 

              rates
              Bilateral: U.S. and Japan trade 
                  negotiations

                 
            

                USD/DEM Conditional volatility/ October 1992– 5-minute U.S.: NFP, UR, DG, GDP, MTB, GDP, PPI, 
                GARCH September 1993 RS, LI, HS, FO, IUC, Treasury Report, 

            CCI, CPI, CS, VS, BI, HC, MPI, MI, CA, 
                CU, NPROD, M2, PI, RE, RA, HS, FOMC, 

                 Capital Spending Survey, NAPM, CC, 
            WSS

Germany: GDP, M3, Bundesbank 
meeting, WST, RS, CPI, IO, PPI, WPI, 
CA, Business insolvencies, NFP, MPI
Japan: GNP

                 USD/DEM Conditional volatility/ October 1992– Tick-by-tick Headlines including keywords, such as 
             GARCH September 1993 “U.S.” “DOLLAR,” “FED”

                 
                   
         

                    USD/CAD Conditional volatility/ January 1978– Daily None
                   USD/GBP SDs December 1987

                USD/CHF
               USD/DEM

                USD/JPY
                

   

               USD/AUD Conditional mean February 1985– Daily U.S.: CPI, GDP, UR, RS, TB
              and volatility/ April 1995 Australia: CPI, GDP, UR, RS, CA

             EGARCH
                
                  
 

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Kim (1999) This paper investigates the role of Australian macro-economic announcement news on five major Australian         
dollar (AUD) exchange rates…Current account deficit, CPI and unemployment news announcements   
significantly raised the conditional volatility of the changes of the AUD on the days of their announcements, 
except for the BP [British pound]/AUD for the CPI news, and there is some evidence of retail sales news 
reducing it. In general, the evidence is consistent with a view that a release of new information creates 
uncertainty in the markets due to a lack of consensus on the effects of the particular news announcement 
and the necessary course of action. 

Han, Kling, and Sell Using standard deviations and numbers of price changes calculated from tick data for currency futures,           
(1999) this study finds strong day-of-the week effects for the Deutsche mark and Japanese yen, mild effects for the               

British pound, and no effects for the Canadian dollar after controlling for scheduled macroeconomic    
announcements and days to contract expiration. The day-of-the-week effects are found to be caused either 
by Mondays’ low volatility, or by Thursdays’ or Fridays’ high volatility. This result suggests that the day-of-the-
week effects in the currency futures are not driven by the announcements of macroeconomic indicators as 
proposed in previous studies, but rather by other factors, such as private information-based trading or by 
market microstructure. This study also finds that the announcements are processed equally across the days 
of the week for all four currency futures.

Melvin and Yin (2000) The mixture of distributions model motivates the role of public information arrival in foreign exchange        
market dynamics. Public information arrival is measured using Reuters Money Market Headline News. The       
exchange rates are high-frequency mark/dollar and yen/dollar quotes. Estimation results suggest that higher    
than normal public information brings more than the normal quoting activity and volatility. The results have 
implications for the debate over regulation of the foreign exchange market. Foreign exchange activity is not 
largely self generating. Trading is likely providing the function it is meant to provide—adjusting prices and 
quantities to achieve an efficient allocation of resources.

Cai et al. (2001) The dramatic yen/dollar volatility of 1998 has been popularly ascribed to order flow driven by changing tastes            
for risk and hedge-fund herding on unwinding yen “carry trade” positions rather than fundamentals. High-            
frequency evidence of shifting fundamentals is provided by a comprehensive list of macroeconomic           
announcements. News is found to have significant effects on volatility, but order flow may play a more      
important role. Since portfolio shifts are revealed to the market through trading, the results are consistent      
with order flow playing a significant role in the revelation of private information and associated exchange        
rate shifts.       

     
    

    
     
     

    
    

   
     
  

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

               USD/AUD Conditional mean January 1985– Daily Australia: CA, CPI, GDP, UR, RS
           DEM/AUD and volatility/ April 1995

                 JPY/AUD EGARCH
                   GBP/AUD
                  CHF/AUD
                  

      

                   USD/GBP Conditional volatility/ January 1990– Tick-by-tick CPI, DG, NFP, GDP, MTB, PPI, RS, BI, 
                  USD/CAD SDs and number of December 1997 CU, CS, FB, HS, IP, LI, PI, NAPM, NHS, 

              USD/DEM price changes FO, FI, FS
               USD/JPY

                
                

                
               

       

                  USD/DEM Conditional volatility/ December 1993– Hourly International: Reuters Money Market 
              USD/JPY GARCH April 1995 Headline News headlines related to 
             U.S., Germany, or Japan

                
                

                
       

                    USD/JPY Conditional volatility January 1998– 5-minute U.S.: NFP, CPI, GDP, PPI, MTB, IC, PI, 
              and order flow/ December 1998 CS, FOMC, NAPM, IP, IUC, HC, FB, DG, 

             Absolute returns LI, M2, CCI, RS, BI, CA, VS, RE, EC, RA
                 Japan: TANKAN, UR, VS, Consumer 

                sentiment index, CA, vehicle exports, 
                RA, HS, GDP, MTB, Tokyo new condo 
 sales, vehicle imports, M2, LI, Tokyo 

department store sales, bank lending, 
bankruptcies, average lending rate, 
WPI, nationwide department store 
sales, corporate service price, Tokyo 
office vacancy rate, steel production, 
machine tool orders, household 
spending, IP, machinery orders, 
international securities investment, 
crude oil imports, CPI, electricity 
usage, vehicle production

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Ederington and Lee We explore the determinants of intraday volatility in interest-rate and foreign-exchange markets, focusing            
(2001) on the importance and interaction of three types of information in predicting intraday volatility: (a) know-         

ledge of recent past volatilities (i.e., ARCH or Autoregressive Conditional Heteroskedasticity effects); 
(b) prior knowledge of when major scheduled macroeconomic announcements, such as the employment 
report or Producer Price Index, will be released; and (c) knowledge of seasonality patterns. We find that all 
three information sets have significant incremental predictive power, but macroeconomic announcements 
are the most important determinants of periods of very high intraday volatility (particularly in the interest-
rate markets). We show that because the three information sets are not independent, it is necessary to 
simultaneously consider all three to accurately measure intraday volatility patterns. For instance, we find 
that most of the previously documented time-of-day and day-of-the-week volatility patterns in these 
markets are due to the tendency for macroeconomic announcements to occur on particular days and at 
particular times. Indeed, the familiar U-shape completely disappears in the foreign-exchange market. We 
also find that estimates of ARCH effects are considerably altered when we account for announcement 
effects and return periodicity; specifically, estimates of volatility persistence are sharply reduced. Separately, 
our results show that high volatility persists longer after shocks due to unscheduled announcements than 
after equivalent shocks due to scheduled announcements, indicating that market participants digest infor-
mation much more quickly if they are prepared to receive it. However, contrary to results from equity 
markets, we find no evidence of a meaningful difference in volatility persistence after positive or negative 
price shocks.

Evans (2002) I examine the sources of exchange rate dynamics by focusing on the information structure of FX trading.       
This structure permits the existence of an equilibrium distribution of transaction prices at a point in time.       
I develop and estimate a model of the price distribution using data from the Deutsche mark/dollar market     
that produces two striking results: (1) Much of the short-term volatility in exchange rates comes from    
sampling the heterogeneous trading decisions of dealers in a distribution that, under normal market con-
ditions, changes comparatively slowly; (2) public news is rarely the predominant source of exchange rate 
movements over any horizon.

Fornari et al. (2002) This paper analyzes the impact of scheduled and unscheduled news on several Italian financial variables,          
paying particular attention to the effect on the conditional volatility of these variables. The impact of       
political and economic news items is assessed within a trivariate GARCH scheme. Results show that: (i) news     
affects both the first and the second moment of the daily changes in the analyzed variables; (ii) there is a     
significant regime shift of the unconditional variance of the analyzed variables across the three different      
governments in charge over the analyzed sample; (iii) the conditional variances display a significant (albeit      
rather small) seasonal daily pattern; (iv) contrary to the conventional view, the impact of news on the con-    
ditional variance is more pronounced for exchange rates than for Italian long-term interest rates.       

      
     

     
     

  

Fair (2003) Tick data and newswire searches are used to find events that led to large and rapid price changes in a stock             
future, a bond future, and three exchange rate futures. Knowledge of these events may be useful in future        
work. They have the advantages that they are truly surprises and that the sign of their effect on each      
financial instrument is known. The events are used in this study to analyze the effects of three types of    
events (monetary, price, and real) on the five instruments.

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                USD/DEM Conditional volatility/ July 1989– 10-minute CPI, DG, GNP, HS, LI, UR, MTB, FB, PPI, 
               ARCH May 1993 RS, IP, CU, CS, FI, NAPM, NHS, IP

            
             

                  
           

               
                 

              
             

                
             

               
             

               
            
                 
                

 

                  USD/DEM Conditional volatility May 1996– 5-minute International: Common knowledge 
                 and order flow/ August 1996 and non-common knowledge news

                 Average number of interdealer 
                transactions per minute, SDs

              
               

   

                  USD/DEM Conditional volatility/ March 1994– Daily Italy: CPI, PPI, RR, 3-month bill auction 
                ITL/DEM Trivariate GARCH November 1996 rate, unscheduled news related to: 
                 public finance, prices, institutional 

                    conflicts, political conflicts, electoral 
               results, easing of political tensions 

               during the Dini government, Dini 
                 government, political debate begin-
             ning in 1996, EMU events directly 

related to Italy, EMU and the interna-
tional environment, debate on judiciary 
procedures, the lira’s Black Friday, 
Justice Minister Mancuso’s actions and 
his parliamentary removal

                      USD/JPY Conditional volatility April 1982– 1-minute U.S.: NFP, UR, CPI, PPI, TB, RS, DG, HS, 
                  USD/GBP and jumps/ March 2000 5-minute EC, GDP, IP, M1, NAPM, FF
                   USD/DEM-EUR Largest price changes Japan: GDP, PCE, DR

                   and SDs Germany: CPI, DR
        

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Andersen et al. (2003) Announcement surprises produce conditional mean jumps; hence high-frequency exchange-rate dynamics             
are linked to fundamentals. The details of the linkage are intriguing and include announcement timing and            
sign effects. The sign effect refers to the fact that the market reacts to news in an asymmetric fashion: bad          
news has greater impact than good news.        

     

Chang and Taylor This paper investigates the link between information arrivals and intraday DEM/$ volatility. Information             
(2003) arrivals are measured by the numbers of news items that appeared in the Reuters News Service. We            

separate news stories into different categories and find that total headline news counts, U.S. and German      
macroeconomic news and German Bundesbank monetary policy news all have a significant impact on           
intraday DEM/$ volatility. The quantitative effects of the total news counts are less than those of the German       
Bundesbank monetary policy news and U.S. macroeconomic news. News related to the U.S. Federal Reserve      
appears to have little impact because of the Federal Reserve’s steady monetary policy during the sample   
period. The conclusions are obtained from ARCH models that incorporate intraday seasonal volatility terms.

Han (2004) Using new datasets of high frequency Dollar-Euro foreign exchange rates, surveyed expectations and actual          
realizations of macroeconomic indicators in the U.S. and the EMU, this paper characterizes a new type of          
the high frequency Dollar-Euro foreign exchange rate data after 1999 when the Euro currency was first 
introduced in foreign exchange markets. The FIGARCH model is found to be the preferred specification for 
the Dollar-Euro returns data, with similar values of the long memory volatility parameter across different 
frequencies, which is indicative of returns being generated by a self similar process.

This paper also examines whether the Euro currency reacts to macroeconomic shocks in different ways 
depending on whether the shocks come from the U.S. or the EMU region and whether the shocks are 
positive or negative. By quantifying the duration of the intraday impacts of the macroeconomic shocks on 
the high frequency Dollar-Euro returns, this paper finds that the macroeconomic shocks of the U.S. and the 
EMU are found to have statistically significant impacts on both the conditional mean and the conditional 
variance but their impacts appear to be asymmetric depending on the regions (U.S. and EMU area) and the 
signs (positive and negative) of the shocks.

Kim, McKenzie, and We investigate the impact of scheduled government announcements relating to six different macroeconomic         
Faff (2004) variables on the risk and return of three major U.S. financial markets. Our results suggest that these markets   

do not respond in any meaningful way, to the act of releasing information by the government. Rather, it is 
the “news” content of these announcements which cause[s] the market to react. For the three markets 
tested, unexpected balance of trade news was found to have the greatest impact on the mean return in the
foreign exchange market. In the bond market, news related to the internal economy was found to be 
important. For the U.S. stock market, consumer and producer price information was found to be important. 
Finally, financial market volatility was found to have increased in response to some classes of announcement 
and fallen for others. In part, this result can be explained by differential “policy feedback” effects. 

Kopecký (2004) By using high frequency exchange rate data I examine the reaction of the Czech Crown/USD spot exchange          
rate to public macroeconomic announcements emanating from the U.S. and the Czech Republic. I directly        
test the efficient market hypothesis. By using data spaced at 5-minute intervals I identify significant impacts    
of the news on the exchange rate and its volatility, and test for the presence of announcement specific 
effects. Analysis of the volatility yields a spike in the ten minutes following the Czech announcements… 
The volatility of CZK/USD returns does not increase following the U.S. announcements.

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

             USD/CHF Conditional mean January 1992– 5-minute U.S.: GDP, NFP, RS, IP, CU, PI, CC, PCE, 
                USD/DEM and jumps/ December 1998 NHS, DG, CS, FO, BI, GB, TB, PPI, CPI, 
                    USD/EUR Absolute returns CCI, NAPM, HS, LI, FF, IUC, M1, M2, M3
       USD/JPY Germany: NFP, RS, IP, MOUT, MO, TB, 

USD/GBP CA, CPI, PPI, WPI, MPI, M3

                USD/DEM Conditional mean October 1992– 5-minute U.S.: IUC, FB, BI, CS, CPI, DG, FO, GDP, 
                 and volatility/ September 1993 10-minute HS, IP, CU, UR, LI, PI, PPI, PMI, RS, 
                Variance, absolute 15-mintue NHS, TB, FF, RA

              returns, and GARCH 30-minute Germany: WST, IO, CPI, PPI, WPI, MPI, 
                  Hourly CA, UR, TB, RS, COL, engineering 

               orders, M3, GDP, GNP, business 
                insolvencies, RR, DR
             

                USD/EUR Conditional mean January 1999– 15-minute U.S.: UR, PPI, RS, CPI, IP, GDP
                 and volatility/ December 2002 Europe: UR, PPI, RS, CCI, GDP, IP, CPI

                FIGARCH
                

               
            

               
                  

                
                 
                

                  
      

                USD/DEM Conditional mean January 1986– Daily TB, GDP, UR, RS, CPI, PPI
                   USD/JPY and volatility/ December 1998

                   GARCH
                

                  
                 

                
                

                

                  USD/CZK Conditional mean January 1997– 5-minute U.S.: CPI, PPI, IP, MTB, UR, DG
               and volatility/ December 2002 Czech Republic: PPI, CPI, IP, TB
                SDs of log returns

                  
                

           

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Sager and Taylor We examine the evidence regarding systematic patterns in the euro-dollar foreign exchange market on days      
(2004) versus other days. We examine 5-minute data in a nonlinear framework allowing for switching between a  

high-volatility, informed-trading state and a low-volatility, liquidity-trading state. We find strong evidence 
that the GC policy announcements contain significant news content. Although there is some evidence of 
positioning in the hour prior to the announcement, this probably reflects dealers minimizing their exposure 
rather than evidence of information leakage.

Laakkonen (2004) This study investigates the impact of new information on the volatility of exchange rates. The impact of        
scheduled U.S. and European macroeconomic news on the volatility of USD/EUR 5-minute returns was          
tested by using the Flexible Fourier Form method. The results were consistent with earlier studies.         
Macroeconomic news increased volatility significantly, and news on the United States was the most          
important. The much-tested hypothesis of bad news having a greater impact on volatility was re-confirmed        
in this study. The announcements were also divided into two categories, the first containing the news that       
gave conflicting information on the state of the economy (bad and good news at the same time) and the     
other containing the news that was consistent (where either good or bad news was announced). Conflicting      
news was found to increase volatility significantly more than consistent news. The impact of “no-surprise”         
news was also tested. Even news the forecast of which was equal to an announcement seemed to increase        
volatility.       

       
 

   
   

    
     

       
     

 

Bauwens, Ben Omrane, We study the impact of nine categories of scheduled and unscheduled news announcements on the euro/           
and Giot (2005) dollar return volatility. We highlight and analyze the pre-announcement, contemporaneous and post-             

announcement reactions. Using high-frequency intraday data and within the framework of ARCH-type         
models, we show that volatility increases in the pre-announcement periods, particularly before scheduled      
events. Market activity also significantly impacts return volatility as expected by the theoretical literature on      
the order flow.    

      
    

   
   

   
    
  

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                  USD/EUR Conditional volatility/ January 2002– 5-minute Europe: ECB monthly meeting
                GARCH December 2003

            
               

               
     

                  USD/EUR Conditional volatility/ October 2003– 5-minute U.S.: RS, Hourly earnings, weekly 
              SDs and GARCH January 2004 hours, building permits, BI, CU, NFP, 

              PMI, CS, CCI, CC, CPI, CA, VS, DG, EC,
              FO, FOMC, GDP, HS, IP, IUC, LI, PI, RS, 

               TB, MI, UR, WSI, MPI, ISM, NHS, 
                 NAHB, PCE, NPROD, PHI, PPI, VS, GB
                   Europe: Production in construction, 
                RPMI, business climate, RA, CPI, GDP,
               IP, EC, VR, RS, TB, UR, CCI, M3, interest
                  rates, CA, GB, PPI, IO, LI, ZEW survey

France: RPMI, CCI, CPI, PCE, CA, GDP,
HS, IP, MOUT, NFP, PPI, UR, GB, TB,
wages, VR
Germany: RPMI, GB, construction
investment, construction orders, CPI,
CA, domestic demand, NFP, X,
equipment investment, FO, GDP, IP, 
PPI, RS, UR, WPI, MPI, M, CCI, Ifo
Business Climate Survey, VR, PCE, TB,
ZEW survey

                  USD/EUR Conditional volatility May 2001– 5-minute U.S.: NFP, NAPM, WSS, GDP, PPI, RS, 
             and order flow/ November 2001 HS, CCI, CPI, CS, VS, BI, HC, MPI, CA, 

            Variance and EGARCH NPROD, PI, RE, NHS, speeches of 
             senior officials of the government and
               of public agencies, interest rate report

  Europe: Unspecified macroeconomic 
figures, speeches of senior officials of 
the government and of public agencies,
interest rate report 
International: forecasts made by
economic institutes, declarations of
OPEC members, rumors of central
bank interventions, extraordinary events

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Jansen and This paper studies the reaction of the conditional mean and volatility of the euro–dollar exchange rate to         
De Haan (2005) statements by European Central Bank and national central bank officials. We focus on comments on         

monetary policy and the external value of the euro. We find that the Bundesbank has dominated the news        
coverage. We conclude that ECB statements have mainly influenced conditional volatility. In some cases       
there are effects of statements on the conditional mean of the euro–dollar exchange rates. Efforts to talk up  
the euro have generally not been successful. There is also evidence of asymmetric reactions to news. 

Evans and Lyons (2005) News arrivals induce subsequent changes in trading in all of the major end-user segments. These induced              
changes remain significant for days. Induced trades also have persistent effects on prices. Currency markets              
are not responding to news instantaneously.           

 
       

      

Carlson and Lo (2006) A surprise announcement of an increase in German interest rates coupled with concurrent transactions       
data enables us to study in detail dealers’ reactions. The patterns observed are consistent with dealers’   
practice to book targeted profits immediately if possible in the face of uncertainty. Evidence also shows that  
the speculative activity by traders in initial reaction to the news destabilized the market for the next 2 hours.

Dominguez and This paper examines whether the traditional sets of macro surprises, that most of the literature considers,            
Panthaki (2006) are the only sorts of news that can explain exchange-rate movements. We examine the intra-daily influence            

of a broad set of news reports, including variables which are not typically considered “fundamentals” in the         
context of standard models of exchange-rate determination, and ask whether they too help predict 
exchange-rate behavior. We also examine whether “news” not only impacts exchange rates directly, but also 
influences exchange rates via order flow (signed trade volume). Our results indicate that along with the 
standard fundamentals, both non-fundamental news and order-flow matter, suggesting that future models 
of exchange-rate determination ought to include all three types of explanatory variables.

Savaser (2006) I find that price-contingent orders can enhance our ability to explain post-release exchange-rate returns by             
half. Furthermore, the estimated effect of orders is orthogonal to the news surprises.        

    
  

Pearce and Solakoglu This paper examines the relationship between macroeconomic news and the dollar-Mark and dollar-Yen            
(2007) exchange rates…We examine the linearity and symmetry of the responses to news and also allow the     

effects of the news announcements to vary across states of the economy. We find that news indicating a 
stronger U.S. economy causes an appreciation of the U.S. dollar, that the responses are essentially complete 
within 5 min, and that measuring the responses over 6-h intervals eliminates the statistical significance of 
the news. The effects of news appear linear and symmetric but there is some evidence that the effects 
depend on the state of the economy.

Andersen et al. (2007) We characterize the response of U.S., German and British stock, bond and foreign exchange markets to             
real-time U.S. macroeconomic news…[N]ews produces conditional mean jumps; hence high-frequency            
stock, bond and exchange rate dynamics are linked to fundamentals…when conditioning on the state of     
the economy, the equity and foreign exchange markets appear equally responsive…[W]e also document 
important contemporaneous links across all markets and countries, even after controlling for the effects 
of macroeconomic news.

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                   USD/EUR Conditional mean January 1999– Daily Europe: headlines from Bloomberg 
                 and volatility/ May 2002 News Service with keywords “ECB” or 

                  EGARCH names of ECB officials, as well as key-
              words for national central banks and 

                  their officials
                

                   USD/EUR Conditional mean, April 1993– Daily U.S.: BI, CU, IUC, CCI, CS, CPI, CC, DG, 
               conditional volatility, June 1999 FO, FF, GDP, RE, HS, IP, LI, M1, M2, M3, 

     and order flow/ NAPM, NHS, NFP, PCE, PI, PPI, RS, GB, 
Variance TB, UR

Germany: GDP, NFP, RS, IP, MOUT, MO, 
TB, CA, COL, WPI, PPI, MPI, M3

                 USD/DEM Conditional mean October 1997 Tick-by-tick Bundesbank interest rate hike
                and order flow/

                 Absolute returns
                  

                  USD/EUR Conditional mean, October 1999– 20-minute U.S.: PPI, CPI, IP, M3, TB, UR, NFP, RS
                 USD/GBP conditional volatility, July 2000 U.K.: RPIX, RS, TB, M4, PPI, IP, UR, CA

                 and order flow/ Europe: PPI, CPI, IP, M3, TB, UR
              GARCH

               
                

            
           

                USD/GBP Conditional mean, September 1999– 5-minute GDP, NFP, RS, DG, BI, TB, PPI, CPI, HS, 
             conditional volatility, April 2000 and LI, PCE, PI, IUC

order flow, and jumps/ June 2001–
Absolute returns September 2002

                USD/DEM Conditional mean December 1986– 5-minute CPI, PPI, M2, TB, UR, IP, CCI, DG, 
                USD/JPY and volatility/ December 1996 NAPM, RS, NFP

                  Variance
                

                
                  

      

                   USD/GBP Conditional mean January 1992– 5-minute GDP, NFP, RS, IP, CU, PI, CC, NHS, PCE, 
          USD/JPY and volatility/ December 2002 DG, FO, CS, BI, FB, TB, PPI, CPI, CCI, 

               USD/DEM-EUR SDs NAPM, HS, LI, FF, IUC
             

              
  

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Chaboud, Chernenko, This article introduces a new high-frequency data set that includes global trading volume and prices over          
and Wright (2008) five years in the spot euro-dollar and dollar-yen currency pairs. Studying the effects of U.S. macroeconomic    

data releases, we show that spikes in trading volume tend to occur even when announcements are in line  
with market expectations, in sharp contrast to the price response. There is some evidence that the volume   
after announcements is negatively related to the ex ante dispersion of market expectations, contrary to the 
standard theoretical prediction. At very high frequency, we find evidence that much of the immediate jump 
in prices in reaction to an announcement occurs before the surge in volume.

Frömmel, Mende, and This paper examines the roles of order flow (reflecting private information) and news (reflecting public           
Menkhoff (2008) information) in explaining exchange rate volatility. Analyzing four months of a bank’s high frequency dollar/          

euro trading, three different kinds of order flow are used in addition to seasonal patterns in explaining     
volatility. We find that only larger sized order flows from financial customers and banks—indicating 
informed trading—contribute to explaining volatility, whereas flows from commercial customers do not. 
The result is robust when we control for news and other measures of market activity. This strengthens the 
view that exchange rate volatility reflects information processing.

Hayo and Neuenkirch Canadian and U.S. price shocks and monetary policy news are less important than shocks relating to the         
(2009) real economy…Canadian central bank communication is more relevant than its U.S. counterpart, whereas        

in the case of macro news that originating from the United States dominates…[T]he impact of Canadian         
news reaches its maximum when the Canadian target rate departs from the Federal Funds target rate     
(2002-2004) and thereafter.       

     
      
     
    

Melvin et al. (2009) We find evidence for non-linear regime switching between a high-volatility, informed-trading state and a      
low-volatility, liquidity-trading state. MPC surprise announcements are shown significantly to affect the   
probability that the market enters and remains within the informed trading regime.  

Berger, Chaboud, and We propose a new empirical specification of volatility that links volatility to the information flow, measured      
Hjalmarsson (2009) as the order flow in the market, and to the price sensitivity to that information. The time-varying market     

sensitivity to information is estimated from high-frequency data, and movements in volatility can therefore  
be directly related to movements in order flow and market sensitivity. Empirically, the model explains a 
large share of the long-run variation in volatility. Importantly, the time variation in the market’s sensitivity 
to information is at least as relevant in explaining the persistence of volatility as the rate of information 
arrival itself. This may be evidence of a link between changes over time in the aggregate behavior of market 
participants and the time-series properties of realized volatility.

Cai, Joo, and Zhang This paper utilizes a unique high-frequency database to measure how exchange rates in nine emerging             
(2009) markets react to macroeconomic news in the U.S. and domestic economies from 2000 to 2006. We find that          

major U.S. macroeconomic news have a strong impact on the returns and volatilities of emerging market         
exchange rates, but many domestic news do not. Emerging market currencies have become more sensitive    
to U.S. news in recent years. We also find that market sentiment could sway the impact of news on these     
currencies systematically, as good (bad) news seems to matter more when optimism (pessimism) prevails.        
Market uncertainty also interacts with macroeconomic news in a statistically significant way, but its role        
varies across currencies and news.     

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                  USD/EUR Conditional mean, January 1999– 1-minute U.S.: GDP, PPI, NFP, TB, RS, FF
                  USD/JPY conditional volatility, February 2004

                  and jumps/
                 Variance of returns
                

                
            

                  USD/EUR Conditional volatility July 2001– 1-minute U.S./Euro: GDP, NFP, CPI, RS, MI, CCI, 
               and order flow/ November 2001 Statements of central banks and other 

                 GARCH(1,1) institutions on the whole economy
              
            

                  
       

                    USD/CAD Conditional mean January 1998– Daily U.S.: Federal Reserve Board of 
             EUR/CAD and volatility/ December 2006 Governors’ Statements, GDP, IP, TB, 

                GARCH-M ISM, CCI, HS, NFP, UR, CPI, PPI, RS, FF
                Canada: Canadian Governing Council’s 

   statements, GDP, CU, CA, MTB, Ivey 
Purchasing Managers Index, HS, NFP, 
UR, RS, CPI, Industrial Product Price 
Index, Raw Materials Price Index, 
Central bank target interest rates

                 USD/GBP Conditional mean June 1997– 5-minute U.K.: MPC meeting
            and volatility/ October 2007 Daily

           GARCH 

                   USD/EUR Conditional volatility January 1999– 1-minute International: Order flow
                   and order flow/ December 2004 5-minute

              Integrated volatility
                
                

                  
                   

       

                   USD/CZK Conditional mean January 2000– 5-minute U.S.: BI, GB, CA, CU, CCI, CC, CS, CPI, 
                  USD/HUF and volatility/ December 2006 DG, FO, GDP, HS, imports, FF, IP, 

                USD/IDR GARCH(1,1) NAPM, LI, NHS, NFP, PCE, PI, PPI, RS, 
               USD/KRW TB, IUC, WSS, 

                    USD/MXN Emerging markets (where available): 
              USD/PLN GB, CA, CCI, CPI, X, fixed investment, 

               USD/ZAR GDP, M, interest rate, IP, money supply, 
    USD/THB PPI, RS, TB, IUC, WSS

USD/TRY

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Chelley-Steeley and In January 2001 Greece joined the eurozone. The aim of this article is to examine whether an intention to          
Tsorakidis (2009) join the eurozone had any impact on exchange rate volatility. We apply the Iterated Cumulative Sum of      

Squares (ICSS) algorithm of Inclan and Tiao (1994) to a set of Greek drachma exchange rate changes. We    
find evidence to suggest that the unconditional volatility of the drachma exchange rate against the dollar, 
British pound, yen, German mark and ECU/Euro was nonstationary, exhibiting a large number of volatility 
changes prior to European Monetary Union (EMU) membership. We then use a news archive service to 
identify the events that might have caused exchange rate volatility to shift. We find that devaluation of the 
drachma increased exchange rate volatility but ERM [European Exchange Rate Mechanism] membership 
and a commitment to joining the eurozone led to lower volatility. Our findings therefore suggest that a 
strong commitment to join the eurozone may be sufficient to reduce some exchange rate volatility which 
has implications for countries intending to join the eurozone in the future.

Harada and Watanabe This paper studies the high frequency reaction of the Yen/Dollar exchange rate to announced macro-         
(2009) economic information emanating from Japan and the U.S. We use data sampled at a five-minute frequency         

over a period from six years, from January 2001 to December 2006. We find that only announced surprises   
of the U.S. news produce impacts both on the conditional returns and its volatilities of the Yen/Dollar 
exchange rate and that those of Japanese news have much less impacts. The effects on the returns and 
those on the volatilities appear with delay.

Hashimoto and Ito Using high-frequency transaction data of the actual trading platform, we examine market impact of          
(2009) Japanese macroeconomic statistics news within minutes of their announcements on the dollar/yen          

exchange rate. Macroeconomic statistics surprises that consistently have significant effect on dollar/yen      
returns include TANKAN (business condition survey conducted by Bank of Japan), GDP, industrial 
production, price indices and balance of payment. The announcement itself, in addition to the magnitude 
of the surprise, is found to increase the number of deals and price volatility immediately after the 
announcement. Most effects, when significant, take place within 30 min of statistics announcements.

Laakkonen and Lanne We study whether the accuracy of news announcements matters for the impact of news on exchange rate           
(2009) volatility. We use high-frequency EUR/USD returns and releases of 20 U.S. macroeconomic indicators, and           

measure the precision of news in three different ways. When the precision is defined by the size of the first   
revision of the previous month’s figure, we find that precise news increases volatility significantly more than 
imprecise news. Also, news on indicators that are in general more precise increase volatility more than news 
on typically imprecise indicators. Finally, we use real time data to measure the “true” precision of news and 
find that the size of the first revision of the previous month’s figure is a reasonable signal of “true” precision.

Conrad and Lamla We investigate the impact of the European Central Bank’s monetary policy communication during the press       
(2010) conference held after the monthly Governing Council meeting on the EUR-USD exchange rate in high   

frequency. Based on the method of Content Analysis we construct communication indicators for the    
introductory statement and find that communication with respect to future price developments is most  
relevant. In response to statements about increasing risks to price stability the EUR appreciates on impact. 
To the contrary, communication about economic activity and monetary aggregates does not generate 
significant exchange rate reactions.

See NOTE on pp. 386-87.
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                     USD/GRD Conditional volatility/ January 1995– Daily Greece: The intention of Greece to 
                  GBP/GRD Mean-centered December 2000 join the euro zone

                  JPY/GRD cumulative sum of squares
                DEM/GRD
               EUR/GRD
                
                  
            

                 
                

           

                 USD/JPY Conditional mean January 2001– 5-minute U.S.: GDP, CPI, IP, UR, FF
                and volatility/ December 2006 Japan: GDP, CPI, IP, UR, Monetary policy

                  SDs of BOJ, TANKAN
                 

                  
      

                 USD/JPY Conditional mean January 2001– 1-minute Japan: CPI, UR, TANKAN, M2+, GDP, 
            and volatility/ December 2005 5-minute BOP, TB, PPI, IP, NFP, Diffusion Index, 
            Sum of squared returns 15-minute PCE, HS, RS

             30-minute
               

                 
            

                    USD/EUR Conditional volatility/ January 1999– 5-minute CU, NFP, PMI, CPI, CCI, DG, FO, GDP, 
              GARCH December 2004 HS, MPI, IP, IUC, ISM, LI, NHS, PPI, TB, 
                    MI, WSI, PHI
                
                 

                  
                   

                  USD/EUR Conditional mean January 1999– 5-minute Europe: ECB press releases
               and volatility/ October 2006
              Absolute returns, FIGARCH, 
              and AR-FIGARCH

                
             

   

    Cont’d



APPENDIX, cont’d

Summary of the Literature on Estimating Announcement Effects on the Conditional Volatility 
and Jumps of Exchange Rate Returns

Reference Abstract/Description*   

Evans and Speight The short-run reaction of Euro returns volatility to a wide range of macroeconomic announcements is        
(2010) investigated using five-minute returns for spot Euro-Dollar, Euro-Sterling and Euro-Yen exchange rates.        

The marginal impact of each individual macroeconomic announcement on volatility is isolated whilst        
controlling for the distinct intraday volatility pattern, calendar effects, and a latent, longer run volatility        
factor simultaneously. Macroeconomic news announcements from the U.S. are found to cause the vast        
majority of the statistically significant responses in volatility, with U.S. monetary policy and real activity         
announcements causing the largest reactions of volatility across the three rates. ECB interest rate decisions       
are also important for all three rates, whilst U.K. Industrial Production and Japanese GDP cause large      
responses for the Euro-Sterling and Euro-Yen rates, respectively. Additionally, forward looking indicators     
and regional economic surveys, the release timing of which is such that they are the first indicators of         
macroeconomic performance that traders observe for a particular month, are also found to play a       
significant role.     

     
     

      
       
 
      

     
      
    

      
       

     
    

    
     
     

      
     

  

Lahaye, Laurent, Nonfarm payroll and federal funds target announcements are the most important news across asset classes.             
and Neely (2010) Trade balance shocks are important for foreign exchange jumps. We relate the size, frequency and timing           

of jumps across asset classes to the likely sources of shocks and the relation of asset prices to fundamentals       
in the respective classes.    
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Asset Moment/Measure Sample Data frequency Macro announcement(s)

                  USD/EUR Conditional volatility/ January 2002– 5-minute U.S.: BI, Challenger layoffs, Chicago 
            GBP/EUR GARCH July 2003 National Activity Index, PMI, CS, CCI, 

             JPY/EUR CC, CPI, CA, DG, NFP, UR, existing 
               home sales, FO, FI, FOMC, GDP, HS, 

              HC, housing permits, MPI, XPI, IP, CU, 
               IUC, ISM, LI, MI, M2, NAHB, NHS, PI, 

               PCE, PHI, PPI, NPROD, RS, TB, FB
                Europe: Business climate index, CCI, 

            Business Confidence Index, Sentiment 
                  Index, CPI, CA, GDP, HCPI, IP, EC, M3, 

               LI, PPI, PMI, RS, Services Index, 
 Composite Index, TB, UR, ECB

Germany: CA, COL, Capital account, 
NFP, GDP, Ifo business expectations, 
Ifo Manufacturing Survey, MPI, IP, MO, 
PMI, PPI, RS, Services Index, TB, UR, 
ZEW expectations
France: Business climate, CPI, CA, GDP, 
PCE, Household Survey, IP, INSEE report,
NFP, PPI, PMI, Services Index, TB, UR
U.K.: CIPS Manufacturing Survey, CIPS
Services Survey, CCI, CC, GDP, CA, 
Halifax House Price Index, IP, MO, M4, 
MPC, Nationwide house prices, PPI, 
PSNCR, RS, RPIX, TB, UR
Japan: BOJ, Coincident Index, 
Construction orders, HS, CCI, CPI, 
Department store sales, FX Reserves, 
GDP, PI, IP, M2, RS, Shipments, 
Supermarket sales, TANKAN, TB, CA, 
Tertiary Index, UR

                 USD/EUR Conditional mean January 1987– 5-minute GDP, NFP, RS, IP, CU, CC, PI, PPI, CPI, 
                  USD/GBP and jumps/ October 2004 DG, BI, CS, FO, PCE, NHS, TB, GB, 

                   USD/JPY GARCH, ARCH, Manufacturing Composite Index, HS, 
   USD/CHF and tobit-GARCH CCI, LI, FF
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