49NN HYON HNIYS PIa

$ANIVNA 9NDN HY NPVPIVN
1y19%a NINWN KWLM PNIPD NN NV

*%499991 N8I *9ININ HNIIN

2016.04 1170 DINNRN NITO
2016 720N

http://www.boi.org.iloNae> pia

E-mail: ariel.mansura@boi.org# Information and Statistics Departmemxim SxoIN- +
Information and Statistics Department and Bar Usniversity nponn ,72»9w 18- **
E-mail: schreiber.ben@boi.org.il

N0 ONNWNI I AN TN TY N0 PN ,IDDNN TINITN /P2IPIN NNY T NN L

DPMIYN By ,2015055595 NOHNIWIN NTHNRND DY YMIYN DION ORI 2322 IPNHNN NPONN
MWD DNV

HNIYY P2 HY INTAY NN NN MOPYN 1R DT VINNI MPINN MYTH

91007 ©o5WH9? 780 47N INIY? P33 ,9PNNN HAYLVN
Research Department, Bank of Israel, POB 780, 9100¢érusalem, Israel



$INIYNA INDN HY NIPVPIVN
1112 NINVYN ’¥a0N 11270 NH1299 NY)

92959 833 NN HNIIN
98PN

nronn Pva (Carry Tradg NNIWYNA INDN NMVIVON HY NPDOPILND NN MM N NTAY
NNIVYN YW DMINNY DXTTH 7901 0N NN 2014920875 200391 Pay N9IPNA YONIWN
NN ,QONA .JIT2 MINYI YIVN NI NMNIA DY DOINN WTN TN D38 (Carry To Risk 12705
DOWPYN YT NPNOWNN NN DY MPINND DN NDPOY IXIWN YTTD DY 2101 N NN DTN
NN D) OMN NX ,YIVNN PO NMNIA NN TINNRD YT OPMP NN DN VIDY TN 0N
N9 CIP-n % 0R¥M DX (UIP) nD1dn 85N n»an ym (CIP) no»dnn nvaan vy nmdpy
DXTHN NAPN D50 TNND 0PN KX UIP-N 1K) ,0XTHN NIPN DV 1MIWN 18NN DIPNN
NPNNTINGD MYSHNI DRI NN .DOWTIN TWY-DNY DY PN DIPNN TN, THN YTIN DY POINI
DYTHN-NN NAPNI NPNYYNN N7IND DT HY NPNITIA NI NYSNY NP0 NRIWNND TTH 2D NIV
NNIVN DY DINK 0»INN DXTTNHY MONY AN TIINR PIT YN 1N PN 7PN NT N MWD

RN R2ive)

NNIYN INDN ; NNTPRN NPT GINN ; )10 NN : N790 1711990



Carry trade attractiveness:

A time-varying currency risk premium approach

Ariel Mantzura and Ben Z. Schrieber

Abstract

This study investigates the attractiveness of caagte strategies in the Israeli FX market
during the period 1/2003 - 12/2014. We examine s¢v@arry To Risk (CTR) popular
measures and propose a new measure which is basedtime-varying currency risk
premium. The predictive capability of the examin@@Rs is examined on foreigners'
holdings in Israeli government bonds using a pedpry data set. In order to estimate the
currency risk premium we also assess the Covereztebt rate Parity (CIP) and the
Uncovered Interest rate Parity (UIP) hypotheses.fwtk that the CIP hypothesis did not
hold during the second half of the sample periodevtne UIP hypothesis did not hold
along the entire sample period for a one-monthziooribut prevailed for the twelve-month
horizon. We find, using various methodologies, that proposed CTR measure predicted
foreigners' positions in government bonds duriregdbcond sub-sample. Such a prediction
was more robust and of longer duration than otlpufar CTR measures.

Keyword: Risk premium; Forward premium puzzle; @y carry trade
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; N7ON INDN AN NPANIN NMVIVORN NNX XN (Carry Trading NXWN2 INDN NIVIVOR
.(Burnside et al. (2007) Doskov and Swinkels (2015)X7) >Mmynvn NP0 NINWN NI D DN
IMN NTPAN NPINT-1),N21I) NI DY ¥aVNI IRNDN NNYPY NN NP2 NPDIDIN NIVIVOND
LTn yaony PINKD 1PN NN YAV RIPI PYNRIN YA0NN .M NN DY YaVNA DIOON
Interest Rate ”IRD” W 7n12>310 9¥97 191D) 71231 YNV 12 221NN WIONN 1 D2APNNnn NN
AN NN NN PY NYY MNHN DINY TOINNY T2 TN ¥avna mmad Nwn ((Differential
TOONM AN LTI .INIVNA INDNN IMVIVOR DY TOONY DYDY N IN APND NN
ANDN .OPTNYN POONN YW 1) XNONN NPAIN W1 N NYN INXIVNI INDHN NMIVIVORD
YOW NN YLD TII IDIWN TIARND IPONX TN YION TY DI NNNI NMPNY YNNI MM NNIVNI
TIIRD 238N ONNITN 217D NI NN W TN NN, TIN NN .ONPA NPIN IWON M)
MTN 1N INXIVN INDN NMHIVIVONI DXANYNN NIV DY PHONT MYV NMYNNY NYwa )0t

NMaN YNYY

,DXI0MNN DWOPYN 11 DININD DNLVP DIPYNI NVPPTN SYIP 11 PHIYY NVY NRIWNA INDN
DIT) DYPINDD DOWPWYNY DMIVARD TH PN YWY TOWUN NPYAN NN MYNNY INRD
NINIVYNA DIMD 90N .DMMIPNRN NN MNOY DY 1M POINN MYY DY 1N TIMYNYN Wavnd
NOD PN WO MPPPYN NPLD DYXIN DNV NT 121N ,DI0VIMN MWPYNI 237 %9 DY DNMNN
021N AN NPHN) 1LON NP1 OONN (PUIP” ond ;Uncovered Interest rate Pafitpoion
Baillie and) 91y 29 91 MHOwnn a0y M UIP-nn nyvony 755 099 DN 7o NIRXIND
STNY D) DI MAXNON NPIVINNN NP TR VIDWHY DINY Ny NXTD Mo (Chang, 2011

IUPY YINI PNNIDNN NN DY TAX MPA NIY 1N IRIYNA INDN ,MONNN VN NTIPIN
NOD NPMIN W MIPY XIPIN VPN LPINN YV DOTNY DMPYY NN WO Pav
NI WA NN BIPY POONN MYYA DMAXN OO TNYN DONINVN ,OPWN NPYIAY WHvn NN
YIVN NN PINN 1T MDY ,NNIYNA INDN NPIVIVON VP D27 DWPYN ,NINN ININL SNONN

JOMDP DIVH PYNI DY INN DY PNININ YIVND NION TN

WA TOONM NNIN YNNI : UIP-2 MOmin 19X 19955 NPNIN ,MMONNINN NPDOPIOND MDD
INDHNN MY AN TNV NN ,AININ NNPNL TN YA0NI MM T HY PN K (221N0) NPDIN
Doskov :INX7) MNP MAPNI DXT2D DTN NN NN 723 70 DN ,YNINNI ,1PNNIY NXIYNI

(forward premium puzz)ennTPrN N»NI9 GINN’ IXIPI N NY)IN 2(and Swinkels, 2015

INDN NMVIVON DY NN INT) TN YILNI NPTPR NN NMIP NN INIVNL INDN HY PNIN NMVIVONR !
N OYD NN IMX NN NNV T MIVIVON ((Santealla et. al, 2015) DXTPHIYI NONOVID YN NNV NNIWYNI
VIRD PV AN DX DNTPNRD OIN PIY DX N9 TY ,NPDI0IN

INT) IRIYN INDN NPHIVIVON DIPNNRY OINK DX TTNI DD NP NN DIYTH DAV MTOIN NTTIVH I NPMY 2
((Gyntelberg and Remolona, 2007) N2191991 X1250) YN D712 NIV
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Frenkel &) noxnng Ypyis ,(Chinn & Meredith, 20061790y 78 ,(Fama, 1984nnN9 ,09IN)

AT NNVY ,NPTH ,NNPN NYN XN TN NNIN D DOXIN 0NN D110 D ,(Poonawala, 2010

MMNDN MNPN-INN 2230 9PN 1R UIP-NY X80 Ty MNMan M1 qpn 1w UIP-n D Ny
LDMINP YNNIV N

NYPNY DMNININ POYNN WYY DO TNYN DNV ,NIYRIN INDNA .UIP-n Y¥ MmN ynv mn»p
;YN DD .DIVON WY N MINS INTPNRN WY NI NITHIND ,INTPRD NMNIY oMY
MO UIP-N MINDI NV NN WD DMWY NPND DNNKX POYONN YW DI TNYN DNIPWYN
NNIPY N DD NNIN L(DOON) MMIPNRN PV 7TIVIIN NPVNTINY PR MOV DYDIN NNIN DY
0NN NN T 90 (PCIP? oD ; Covered Interest rate Papityo1dnn n»2an aya m»py

2PM5ND MNRDIN MNYIA WHNYND 1D NIYAIRND NN

Engel, : w9) UIP-5 1912 Mnwmn NP0 17Hn99 NOIN T DY 918NN NN 1NSY 10 D17 DMIPNN
20N NI Y955 (Campbell et al., 2009Sarantis, 2006Chinn and Meredith, 20051996
ANND0NN DIPMYPYN DY 717999 DOWNTY /)10 IRNY DIWPWYN > DY NN

INDN) NP0 ANIVN TTH 190N DNINIA NN ,MWYNT .0V DYDY NN MDD NOY NN
NN, NNV DYV N7ONT PIYI NNV INDN NMVIVON HY NPDOVPIVRN MY ("CTR? 79N)
02 NPT (Kalman filted yabp »o1na vindw 7N A% D1 Spwin YY NDY0N N2Nn19 NN DX TMIN
NTHNIN NIPON NMHNIS DIV DY NRIVNL INDNN NPDVPIOVND TTH DONNN NN, MOV (Gibbg
TMHIVIVOR DY NIO-NNXIVN DINI : MIID DMIIT NY DMIYWN DX TI2 .ANTN 2N Spyn DV
DN’ NN NNVDIN NPMNRIT DMINMIA NN TIT GOV OYIVI PNIPD NMNIY NTHNY ,NINIWNL INONN
NN NI NIPHNY ORIY NHWNRN DY N7IND NIT MYPYN SR2ID NPDOPION Y1110 9900 HY

(TUNNA INIM) DT DWPYN DY NP DY IIMP DI

MOPY ,NDIDNN NN W MDPPY Y MITINN NN 18N 2 PHN : N2 19IND PIIND NTIAYN INY
MNP MY ,NT IPNNI DOVHNYN NN ONIY IXIVNL INDNN YT ,NDIDN RIN NI WD
MNHIN IX 139 4 PON ,0XTHN NN DX IRNN 3 PON XY MIDDN NN IPIDY PYI0N NID

0501 6 PHM ,MINNINA YT 5 PN, nTND

ST M ONND DM DTN DNV DYNNKN WA 0»PNN KR CIP-n (DdwHn ¥»ax) mmion nmpna 3
(Fong et al., 2010 : 17) > 19IX2 MYXNNI 1PN /TIVIIIN NPVITIN TN

INN PAYND OYYN TITIN TTIND NITHN NNMP XD YD OR /N0 N»HRIY NINN NN DOVHNYN DX, Ipnna - ¢
N 11200 NMNI9 DN ,NINTY .DWPYN HY NIDN NNIY HY 10N IN NPHRN 22D NVIVI NN NP NI ,q0Na
1Y MDD ONNY DWPYN 1IN IMIN IWAT N0 INNY DWPYN P IR MNIVIN NPRTHIN DY N¥9
DT INONIUN IO THI NN YITTY DMWY 'NDDY DPINIVIY

PPN NMIPN TN DIIN IINRNT MNP NIX WD 2T DT MINRND TIHINRD 7122 NDIDY IN KDY NN DOVHNYN DX 5
PO NINPN DXTHN NAPN HYA 1Y 1T NTIAY NOINNY 92y0 XN
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NPPIINRND NPNIN NN DOIINY N3 IPNNA DOWNRYNN DNNNND NN NINPA DMIPID DX N P91
NPV WO MOPY L(FP DHTPR N»NI9 DN DNNND DX NPNN IRN DTN 0NN
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(UIP) noy91m 890 m19a599 9y mspw .3.1a
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:YIPYTI ,0IVON WY OOTINY DNPYN
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D) ASt1=Sm— St=a + [( ft_st) T Uy,

UIP-n ynan .mmMpn v X0 U, -, IRD, -5 2yppa mawy t yora FP-n xn f, -5 wNo
T N0 NNIAY 027 DIPNN DY oRYN ANy oy, E(U,,;) =0 =0, =1 My xn \pam
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NMNIH GINT DMDN NON DIXRNNN ISV 290 (Froot and Thaler, 19909) D» 7 NY VD MYV
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N0 NN NNMP IWND S DY MYNwnn 11D 00190 NN (201604 SN

(Excess Return - ER naTy nxwn 4.1

DNTN NN AN OIPIN DN /INTPRN NN 9857 1P, UIP-Nn nvo DY y)avrph nprIn
SV TR0 ONYY Nunwn NOTY NN LUIP-n SY »ONMNONN Ypwnn Nrvn nMLo Nnmx DY
SYIPOTI NITHN XM, INIVNL INDN DY NPIPNNT MID2 NPNNI

2) ER,,=IRD , - As,, = ft — Sin

oMonva, f -5, =0 »nT UIP-n 1»0on N D310 9512 NRIWA MIMD

(Currency Risk Premium — P) syavm na’o n»n4e .5.1a
NPN YNNI, NaTIVN NXIWNN ¥ (Curcuru et al., 201000375 1NI) D27 DMIPNN XYY INND
Engel,) mTpXN NN9 9I8NY MWON 920100 NN (P) 1932 MNWNI 520N NP0 NMNI ,DIN

ey XN E () qwno (-2 ER,; -9 E(S,;) Y¥ MDM NaDin > Yy NXY MK 1) (1996

P97, ER v »axn phno amm P -y tynta pwn
(3) ER+1 = ( ft - E[ (Sc+1)) + (E[ (St+1) - 3+1)

NANT NN AN NDA DI NAN 1IN DOPIN NIWY NPNN IRNYNI NATIVN IRIWNN
DINY DN NNNN YPIN WPWHY N1 MNP (R = f, — E(S.,)) 1220 11079 XIpPI
POOONN MIYWA WRIND MOND 1NN NOY OMPWHO NHYNN XIN T N0 .DNDN YavHn NPINNN 1D

NN B ,mmnTd o8 05N 09N nPNY 78 B UIP-n v Dy 9NN yavn 0 yavnn Ino) 0nav

w.(f, = E (S,;)) UIP-Nn nynnwnw 110 9N N1 MnIa vNT PIvny ynwn mnt 19181 3950

DIV 9N D29 DN IN,INY MOVON YN, NNNNN N0 NNV DY NIRIN NPIY N
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1292 t4+1-19%2 W9 XM 2D Yy NYNY MO8 PINKRD DT .YINNI DOND INY NPNY NN
T yava N VR DNNvNa

state-non DTN NIYA NDDN NMNID NN PN TN 19D NOX) YN 230910 NN 1D NMINIO
: T2 NN state-space 27 ,(Cheng, 1998y (Wolf, 1987 99N D8N 1> .space

(4) ft —Sa= R + &

(5) Pt+1 = ¢Pt + U,

NN, NPOINNTY NPHY HY NMNN 2 DY i1.d NNY N8N myo N ¢, = E (S,,)—S,; YN
PO Y, B, 02,00 MNT 00N PR .U, ~ N(0,62) 1 &, ~ N(0,6%) » Ty orom
Kim and) 150501 0> 8N ININNI D22 NNN)TY A0 PO MYNNNI MY IPNN2 nysann B oon
NN, P axnn mnwn Hv 109y 1n»na .0»Ipdy 075 MHva mowyd ) 1T L(Nelson, 1999

SV 057y NN ,¢,az,af DT NDAN DAIVNIN HY TAVTI NNLINNN NN ONINT

ANIND DIPININD .AXND MINYH SY TIT2 NNYONNN TIND DHNT NN ,DONT YNY2N DI0NIN
(2016.045x7¥> P32 ,9PNNN NDON PTY DIINND NITO INY) B NaDI1 VI M2

(Carry To Risk — CTR) pa*oY axywn .6.1a

TN, NPITHN MYIPO THNMYA NPNY NDID NINIVNA INDNH DPMYNIYNI NPNNT YD PINY 19D
PN YY NPT HPIVMNN NPT DINID WD NODY NONIY 1NYIN ,DXNIND DNIVP DPYNI
SV NYDOUPIVND NN NTHY DMOITN NNXR .DMVIALIN DIDIVON DIPNYN MDY D) ND
NPMMN DX YD TV CTR-N on> L(CTR) 1205 DNXIWN NIRIPI TNV INDN NMIVIVON
MY P2 NN W HY DDIIN NI ,NINIVNI INDN NN DY Ex-ante) Y PPNYN 12700 NHNMIND
Y9 NN N OO PIOY NRIWNN YTTHN D2 ,TI0 .MINAN NI0D DRMN XINYI ,DOPYN
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Dobrynskaya) noRpo372v7 ,(Remolona, 2007051517 m2pya .oy CTR »7171 19012 NYoM
TTH PN VNS ,CTRITTN 190N DIAVNN NN (Santealla et al., 201 B 1y NONOVIDY (2014

: TPV NPNTNN HY DDA NYRIN NDYON
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INON OWPWHRY DNINN DY DDA DY TTH (MDY >DDIN WNIN DWTIN N = 24) MNINKD
NN NN THINOVDINN MNYN 1) PAYNN YW DMPY DY NPIVNDID NPNTIND DXNWN NNIWNI
R tiaVal

AN DOTNYN NPNTINN DN NIYNI X>2)D MWD NDI20N TN

CcTR2, = IR0,
@ IV,

) IV OTRYN POOYYNN YW NMY DV (ex-ante) TNy TN NN (NMMIZIN 1pNn NMVo) IV TwUND
T BTNN WTIN DY /NYPaN Ty 19T DY (270N 91T D10 DPY) POONN YV DY 1IN NPXNINND
Sy TANDNY DIPNI MTNYN NMNYN NN NDYTP MY NI 1P, )IYRID 7PON NV 1T NI MY

PVONN MNYN

;D) DT 1YP PON VINOY TIN YavRn 120 KNI DX NIVN NN SWHYN 120N TTH
IPYT
1 n
CTRg, = 1210
t
®) W

DWNN 24 MMpnn 1900 N30 N 95 NN 11 Mnwnn PNon nPnis N Poawxo
NN VA (19N 18O1n —(robustness checksnoapn mip>1ad oownn 6 Ty 2-) »0X0an vwnInd
NATIVN NNXIVNN DY M) DRNND N9INN ,NT ¥ CTR 9.CTR22 N7y HINN Nmvn Jpnn n»ovo
NPLOY NNINN DY DDA ,(.2016.04987 P2 ,APNNN NDVLN NPT DINRHD NITOA B NI IN)
DN ,NMYTY .INIVNL INONN DY NPDLPIOVN DY NMIND IMYY UIP-nn nyTI8-TH NPT
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19 R =21 ER ., -2V NN NIMINRD MAPNN N YV nysmnn mnIoan 91n

+1-i

12 W L UYIN NOD MIND MDD (ex-ante) N>NNaon T XN CTR3, [, namy nNwnd NNNnvn1

D)INY VMNP (Lewish, 1989 vwxo Dy TN Mpa Ny CTR3, .55 mynwn
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ov oY1 1 Yy (ER = 0) UIP-n naywnn n»vo o p»aonn (Chakraborty and Evans, 2008
NN ONIN O) N TTH TN NPOINNIN NPINN NN NIX0Y NPHNIVIN NNIN NNN IDAN NTNID
S5y DDIANN DVIMNI INDN D XRINY ,(Harris and Yilmaz, 200%N0n9» DIND YW DIINNNDN

MNPAN 790N ,ONNZTING PN NPNY 91> POHN YY HY N9 MPTN Yya 50
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;Lustig et al.,, 2013;Gyntelberg and Remolona, 2002008 ,Brunnermeier et al.: ")
935 oHINN OMMYN CTR-N » 11010 Noww »95 .(Doskov and Swinkels, 201®obrynskaya, 2014
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Frankel and Poonawala,x7) 129 wy n770 19N 219 j0 noanwm , Adj.R? = 0 0T, TN

INT) ANV DDNIN OPAN NIAYY OINYNN DOPNYA INY NOon np»pnn UIP-n 7595 (2010
(0ynn opnwa UIP-n Yy 9o (Alper et al,, 200807170y 199N H8N

P32 NN N0 NPHNIY DI DMIPNN 190N JINTPRND NPNID GISTY NN PIA0NY 1O
1 Yy na0m UIP-nn 7»oon ((Engel, 199651 YN NP INI) mdo1von OLS n»oad
109 DIPNY (2) /NPDINNT NP DWPWN DY 120D NPONIVYY (1) : MININ MMNN NINY
TONTY PRI VNI YN (3),00951) DIPNYY ,NPOY NMDY ITN ,7TIVIIINR NPMNTIN PRY 191
POPYI IN PIYINI ONX P DIPNVA 299NN IPRY 21590 PX2) NPVYHN NN Mynn (4) ,/nnd
NXIPI W DYDIN .NATIVN NXIVAN DY PIVDD IR NPIRDY (5) 191 ,1790D0100 INPITH NMYSHNA
¥ RN NPND MY XM (Crash Riskn’an 1270 w (Downside Risknvn 953 11570 oonyd
Y NPANIN KRNIV NN 19210 1951 MMNNN D DNN 95 MINY 1{Peso probleimian n»ya
(Dobrynskaya, 20241>PRp0»92YT T DY R¥NI NVN 199D NPDN .ANIWNA INDN NPIVIVON
N NN MDD MPTHI INIWNL INDN DY NN NPONIN NN 1D 20NN PN MNWNO
TY TN NINY RN N20NND N0 IR TN (Jurek, 2018P9V) 79 TN NN Py nrnm»
N2Y NNDIDN NIPON NMNID DY NNYINN ,029 DI DY .ANIWNL INDNN DY MNIWND TON WHY 1D

.(Doskov and Swinkels, 2015x9) NVIVA NN NIPDA INDN MMV

» N3 (Inci and Lu, 200 9y »o»N) (Kumar and Trick, 2024py70) anmp Nt vpina
NPNI IWNRHD OITNYN VIVDN WY DY YN INY 19N MNDHIN DOWTIN IV NNTPN NI
NIPONY NN NNT IO MNWNN 10N NMNI HY NPONN NMDWN HYA [, TAR WHNY NNTPN
DX MNNIN IXP IO INTPNR NPHI TN IRNIND INP YA INTPR NN THIPMNN OO PN

NN TIN P Nmony nta UIP-n

nnyavnd (Inci and Lu, 2007121 »o»x S (Kumar and Trick, 2034501 a8mp YW 012000
TOPMNNN NNYOYN NNVIWYD INP YIIY NHNTPRN NPHNIO YY T2 NINWHNN NIPON NMNIS YW NN

VIADN PIVA TIIX NNIVY NOWN OND WY 0TI (1) : NYN DN IR NMNVD NNRTPNN NPT DY

MVY 533 ,qona .(forward NPTPRN PIY T NHPVYNI DXOVPN (DINID/ONININ | INPNTD)

X~/ TAVTI MATIY MNIWN HY MDIN MNPNY DXIND OMVY NN MPTNA DAY DOIHY DOWPN 1AV aNn
.(post
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901 MO NPNY NMIWVY (roll-oven N>R NN DMLY 7o INY INR DNTPRND DTN DY TN
DY TYN VIADN PIVD DNYN DX DY TITIY DOVINIPAD ,NNT NNWY .NDOYNN NMPN NO Ty
DNTPRD NMNIA0 DNY NPND DNINRY NNV NP 1D MWW (2) I8P NIVY INTPR SN
AP0 NPHNIAN DOYIVIN MIND D DY PIOINN PN MDWan Ipdya ovavn ,CIP-5 oxnna
72y DYPNNY A0 MNY TR I¥P NIVY ONIN NAY D»PNN UIP-n 1 920V NN 1270 MYHYN
MNI/Y PIAD ,PIYI DOVINPADY NRNVYNL D2 DITHIN W TWURD DN .INY TIN NMNIVY DN
NN TONN 1PN ,0»Pn> XY UIP-Ny 920 1951 ,NnTPRN DMNY9 M2y 1 wn 091 71PNN NN

(Y795 NMLN TN ,DMVY DININD N DOWI) PIVA D27 DXVINPAD W DN NN

oY MYNN P OMYP XIvnY 107 (Santealla et al., 201® 1 nY) NONOVID ,NMT IPNNA ,0PDY
PVYN NPINX M TN (CTR2977¥3) IXIVNL INDN HY NPDVPIVN ITTN P DN DOWPWN
D) DN 2% MO XY TN ,DT DWPWN YW nYnad CTR2 2 in »1Ni-11 Wi INSD 1PN 0N

DN MPTHA 01T DY 1YY CIP-Nn npvo Sy 0NN

MYNNINI MIDDI NTHANI NN ,NANI NI MNWN XD 7T MNYNND N0 NPNIY NN
(Wolf, 1987 9on-1 (Cheng, 19988 mapya 091 NN (Engel, 1996 187) MmNy NuITINN
NdOVN PTY OIINND NITO2 B NADI INI) D) NOXTY 1IOP PON NIYA 1 PNID DY)
INDNN DY NPDOLPIOVND : MV DM NV DXMIOWN NX 792 .(2016.045Nw> P12 ,Apnnn
(N9%) YN52) 1DP0 NMNID NPHNY ,DMNYN NIPON Y TTNY DNIXRNIND NP MIYS NITYI INIVNI

A% INYN

POMINN NPPOOYO0V0Y OININD D

2¥ NN 2AWINNKN 1NN IWYN) IDT/OPY VIADN WY DY DMNY DINN) DD 1NMYIIV DINMIN
D»YNLIM OPMPHRN NI MNPV, DOUTIN TWY-DNIUD) YTIND NNTPR MYV (ORI P32 D
-0 OXVIVINN ON NRTPRND WY (NHRNNA ,NDOM N7PNRN) OVTIN IWY-00IW) TR VTIND

317y 20039n102 1-n wA9) ©NMIN DXTH .XI120D2 DY YRN NOIWN ST HY DINNTHN DOXPIA
DYTP MYPAY TY PITTY NN NN NPV NN NP DIIRNND NN 0 D5 May .20149210872
DN NN DIODN NN 10N INKD APY J9IND WAPY NPININ MW INTPRN NPNIY 1D
TUNRINY M1 IXIVN INDN DY MIXID) NMVIVORY INRD ,DOYTIN DOYIND YTID O»NIPN
NN NP Yy TN (Curcuru et al, 2020 0o1nYY YMMIPNP MAPY2 .DOVWTIN NNd
;20081 0»19-280N 72WN INKRD NRIYNL INDN NPT DIDN NXIVNL INDNN NPDVPILNI
Alper et) DR 999K HIN INT) NMY MNPN-nna UIP-m CIP-n Yy nnw nnimnn 0N X
SY PONIN NN DOYNIN NN ,VI191 (.(Baillie, 2012 >5»2) o Mynn 0XpNv 10 mxvnn (al., 2009
JUIP-n 1»o7)7 Dv DMV1n7192 NYIVaN Ny mMMp pT1av (Bai and Perron, 1998191 N2
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SJ9Y ORNNA MIWNRN MNPNN NNX Y3 N2Y MO DY DTN T90N DITOIN IN 190 INKRD
DONYY NIV MTIPY V1YY NNTH NPYTAN .1 9PN MININD NI N2 19 DY NPXTIN NIRNIN
2003/1) nopnn Y95 :MAPN wIdY DTN PR 790 20082009 Drva minpmn yoinn
N9 M5 .(201420093/4) nmvn nopnm ,(200820037/1) nnwxan napnn (201412

NI (S,,—F) POYNN WA DMPY Yy MDODI NPPVDLLD DAVYNN NN (Fama, 1984

N MRONA (i, ;) IRD — nva o (f —s,) ER — nomy nxwn ( f.—s) FP- nnTprn

1 mba

N9 L(ER) noTy NNIWN ,TAN WTIND A9YTN 91 Ypwn S podonn aywa 0w Don | N
mMAPN YIPYY PONK MDD TNNR YHIND 729 n7pn Pa (IRD) nyamn y: L(FP nnTprn
YN 19PN L,(200820037/1) mawran nopnn ,(2014200312/1) nopnn 555 mNd
VO PNMYNPYN MLP ( f,—F) TR YTIND NHTPRN NN HY \pnn oo (20142009 3/4)
YINI TOPON VN YT NN NNTPRN NN YD PYND NVYYN 2T ,DINUNN N SV 1PN

PUNIN NP9 N T ER,, v ony7on oxnnn L(Inci and Lu, 2007 89) YNy MmN
N9 INY SMYNYN ONTTO DRNND DY DYND MNWYY 11T ,§,—-F DY ONITON DNNNN TYNND

IVANRY o1 LT O) §,—S-9) -5, nxnwna om 1 f -5 Hv O myTon oxnnn . ooN
NON MINXIN NN MNY OHY DAY dYNY D) DYDY DIMNINKRD NIVYY NTIIVA NNT PI0ND
-NN TONN2 DMNITON DNINRNNN ,0P0Y (Fama, 1984nnNX9 1> Yy INSDIW NIND »THrd Myt
DNITON DMIRNNNY ,NNIVYRIN NNPNN TONN2 DIDIAPNN DMNININND TN DIVP NIV NNPNN
NOPNN-NN DY 1 NYNN .MMDMIAPNN INTPRD NPNIY DY 1ONND NN DDYTY 7IMN MY HY
MMpNn->nna CIP-n nywn Sv Npd>Ta Na»nn 1299 ,CIP-N DY TNXR MPA 1YW NPX 7IYN

.DMMVYN
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(1 nxNwn) UIP-n Hw OLS 109593 N9%3Y MNP .1 99N

1 1
w | B exchange r anges | |
i RERnERARe |
1 1
1 1
1 1
- — 1 1
| 1
| 1
1
A
o )
LML L
O TAMN
1 |
o~ 1 |
' 1 1
1 1
1 1
1 1
1 1
v — 1 1
1 1
I I I |
2004 2006 2008 2010
| My
D»IPOYN DHNYNN HY IHINNN NPPODIVLVLD
[ VARIABLE  PERIOD [ p P2 D3 P4 MEAN  SD MAX  MIN ||
Asip1 = 8141 — St
dusd all 0.307 0.116 0.134 0.083 -0.124 1.952 6.138 -4.06
dusd first 0.255  0.002 -0.038 0.13 -0.497  1.798 4.419 -4.06
dusd second 0.226 0.082 0.167 -0.024 -0.317 1.679 3.908 -3.77
ERiy 1 = IRD; — Aspy = fi — sp41
ER1m all 0.76 0.704 0.713 0.62 1.087  2.167 7.274 -3.325
ER1m first 0.873 0.848 0.792 0.742 1.592 2.765 7.274 -3.325
ER1m second 0.201 0.117 0406 0.136 0552 1.247 3.23 -2.362
FP, = fi — s
FP1m all 0.758 0.701 0.711 0.619 0.09 0.181 0.605 -0.28
FP1m first 0.873 0.847 0.791 0.742 0.132 0.231 0.605 -0.28
FP1m second 0.203 0.119 0.405 0.135 0.046 0.105 0.269 -0.2
IRDg = .Ff i'r
IRD1m all 0.947 0.889 0.828 0.765 1.594 1.89  7.957 -1.472
IRD1m first 0.952 0.897 0.837 0.774 1.824  2.619 7.957 -1.472
IRD1m second 0.95 0.893 0.825 0.75 1.613 0.76 3.087 0.532

IRDy-y ,nppnn e X0 'FP1m natwn nxiwny onvnn  ER1m . povnn aywa o»w xn 'dusd ninwnn

DN ODTPRON P = 1.4 nx wnnb on oanwnn 55 .(NY) 270IRD (1I5N) HRIY P NP WO NI

13
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CIP-nn 7090 mnnann .2 99N

IRD1ImM sy FP1Im: (%) CIP -nn oo

m =

w -

N =

Q A AU

v Y

o L forward premium (FX)

! Interest Rate Differentials (IRD

¢ | 7 CIP deviates (FP - IRD) | !

-

| | | | ] |
2004 2006 2008 2010 2012 2014
IRD12m sy FP12m: (%) CIP -nn mrovo

=
i)

.

Cia fﬁgr%;dt ate Diffe(ren}tials(IRD) ¢

ag || CIP deviates (FP - IRD)

+

| | I | I I
2004 2006 2008 2010 2012 2014

CIP-n npr1a .1y

NN P2 DOWITNN NI WA INY NPNY NNINNR INTPRN NMNI9 CIP-n 195 5ou5 pisv 295
9 Yy DHYIN 19N DPPNN X CIP-NY MIXID HP .2 71N DMININD NPIN W PIAD INTPRN
OpnpNRn PN CIP-N NPV NAY ,NMIVYN NMHPNN-NN NIY TNPN 1D 127N .0XTHN NAPN Y95
TAN WTIND NHIND DN ANY MOV CIP-Nn NPLON ,GON .OPAINN) DN IPY NNNK MINN
0»PNN WX CIP-N DAY NXTID NPONY NOIN NAIPN-NN .DXWTIN IWY-DAIVY YW PIIND DN TURD
MPTHN PON D PIVA DN gD MY ,CIP-N 5y NP9NXN NPNXIN 29 YY NNOY NPN
NN ¥INY 2N CIP-N naywn NN TAvNY Naon 717 .(Santealla et al., 2015x9) 105N NPPINN

:N2N OLS 7o

(9) FR:ft_St:a"‘ﬂ(it_it*)"'ut
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AL M52 myxann ox 1N 595 My mxnn .a=0; 4 =1 W F =1 : 3N DIND NIYWn IUND
VYN NPNN-NN P2 vI9NN LI MDA (DWTIN WY-DR)YY TAR YTIN) PTON SANV MY N1aY
IWY-DNY NIY NPNIYN NNPNNN S ,NNNTY .1PON VI (NNIYRIN NNPNN HII) MINK MNP
99151 NNINNNN 2V ,90102 .0.97n M) XN MHIYNIN NNPNN NV Nywa ,0.51n Tiny oownin
M) NN MINKD MNPNAY Nywa ,0.35 NIV IN T TN YNNIV Y Y NMIVN NAPNN DY
M2y NIYN NMPNa Wald ynan »m Sy mont, f =1 madw CIP-n mywn ,qoma .0.735 mwv X
N P YY N a =0; =1 DoxrN NIWYYN DOIX TNR YTIN 2Y XD TR DOWTIN IWY-DNIY
YINI 2 PN DX MIYNRD PN MIXRN (HNX 10 Sv nmnam nnaa) oMpnn 55 iy Wald
DTPN IYND ,1IVN NPNN-NN TONN2 TNPNI ,NNIIN WD NNRTPRN NN P2 IPINN \PNOTY
WX, NNY 0y ,CIP-nn npvon .oownhin Awy-o0nvo 0.4861 TN w1ino 0.899>15 7y 7wy S-n
P2 30N APVHTIN PR WINT 07PN CIP-N DY 0/pNva 1795% NPXIN NN MHNIN
NP ALY NPONIY N7IND NPDONN NN MYPYNL 1B DYN IRNIN PIA0NY 1NN AN
912y MM NONNY 1NN IXRIN YIOY ,0XTHN NMPN DY NIV TPSNNN ToNNa (07PN IPdYa)
oY WSINY DTN GONNN YNNIV GPNYN DT 0NN .DMMIPN DRI NPOIPH NPDIPS NN
Fong et al.) D>y a9 DY TNXR NP2 N2IY DI 127N .0 DIPIAY NINNWNA DIMIPH DXPIA T

SNIVURY MDMI N GpYO MDD CIP-Nn n»vo »d oayvn (2010

CIP-nynan :1l my

Hy: Period et s Adj.R= Wald Wald
(FP = IRD) (B=1) (a=0;8=1)
1m all -0.4751  0.979% 0.73 0.59 0
1m first -0.2497  1.007% 0.91 0.85 0.07
1m second | -0.902% 0.899% 0.3 0.55 0
12m all -0.138  0.8941 0.75 0 0
12m first -0.195 0.971% 0.89 0.34 0.02
12m second | 0.018  0.4867 0.23 0 0

MHNXINN 1PN NPwva mwnnwn OLS-H nyoan .nnxnna,0.1-10.05 ,0.01 MPNI0 N7 0”80 * 1,1

(Newey and West, 198Fon-1 819 by m¥91PI0IN NPOVDTPOMIVN

UIP-n npr1a .2

NNIYNA INDHN MNVIVONY INY G POMY XNV ,UIP-n 01p Sw nyna nwnT CIP-nn n»oon
7179 0y 10 UIP-N DX 1N2) , 03700 NOYPN 7o mopon P 0»pnn CIP-ny nvn .CIP-n YwNn
DMV HY O T HY NIPEYa N2 UIP-N .D>1201 DINWNI ,N1PIN WY DY M NNTPNN

9¥9 Yy (CIP 0»pnny nmina) Po19N2 X (1 DXNWN) NRTPRD D099 DY PoYonn »Mywa o»pny
S PIPYTI PN
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AS[+1 =a+ ﬁ(lt - It*) + Uy

(10)
.E(u,,;)=0-,a=0;=1:009%n 1N ,07pnn UIP-N OX ,0Mpnn »va
095N UIP »nan »w 5w OLS n»ox mxsn 1T mo
As;oy FP/IRD Period o ] Adj.R? Wald Wald
(B=1) (a=0;8=1)

im IRD all -0.08  -0.04 0 0 0
Im  IRD first -043  -0.017 0 0 0
1m IRD second | -1.37f  0.687 0.1 0.29 0
im  FP all -0.3361 0.177%  0.04 0 0
im  FP first -0.571F  0.069  0.01 0 0
1m FP second | -0.6131  0.62f 0.22 0.01 0
12m IRD all -3.7831  1.28% 0.08 0.56 0
12m IRD first -4.9801  1.162f  0.09 0.73 0
12m IRD second =517 3.594% 0.14 0.06 0.06
12m FP all -3.1121 1.058F  0.06 0.88 0
12m FP first -4.792%  1.219% 0.1 0.62 0
12m FP second | -1.776 1.782 0.04 0.56 0.25

MRNXINM PN AMyva mwnnwn OLS -1 npoan .nnxnna ,0.1-10.05,0.01 MPRI0 N7 080 * 1,1
Newey and West, 198Fon-1>x1 29 5y m¥9MPIvING NPYOVDTPOIVN

S (Adj.R?) 5910 NRNNN DOV 729 NPXIN DX MNNIN LT MY MANImnD  MINSIND

oY OMNTPNN L9995 UIP-n nywnd T 1myw 0, a <0 0Mpnn 951 .o W) 091NN

NIWYM AN DPNI DN T IVY) (NHrNNL, 10y T mxnwna B) IRD-M (FP nnTpxn n»na9

SV ANY TIIX T NNV NAY ,NNNTD TN NMIVD OxNNA ,Wald ynan > S5y mns mnT UIP-n

DNX SV Mpnam N2 L =15 UIP-n naywn X MmNt 1) X, £ >1 oowhin quy-onv

M2y Wald »nan »1 5y mnT WX ,a=0; =1 paonY w £ =1 madw DarN NIywm , 1NN

(Kumar and Trick, 202497701 aNmp DY TAX NP2 MW AKX NONX MIXXIN .1IVN NOPNN

NIYYN NN MNTY 192> XD DY [, TAN UIN DY PN Ay Thdna (Inci and Lu, 200715y 01N
0V MININD .DWVWTIN DYDY DY PN NAY DNIR INT 1D TR TN UTIN HY PN NNI2Y DIND

SY PN XY TN TAN WTIN DY poNa 1PNTY UIP-n miywn »»n ,79N0 NN MNID ,NNT Do
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(Chinn and Meredith,’ 77915 178 IX MNXIN DOYTIN TWY-DNY DY PIIND VIN IINIRNIN DI
AN MNAY DMNIYIT OMIN) INY DOIVINN AT YPN O»pnNn UIP-n v )N qwr , 2005

AMmwn

(32 Mnwn 20m9) TVP nmiyd musnn OLS nyom - UIP Sy ﬂA’ -7 .3 9N

7 —_— EgEg EP\ITﬁ l“t‘ - .
er bound P .
- - - [BRE BSI é?!%g ¢ Vo PR
L]
o RRST B el : 4o ; v
W “. : ‘.
] N M
[y * A
o4 — " ’
.
-
P—
‘T —
('\I.I —
? - ¢

2004 2006 2008 2010 2012 2014

DVNT S 5 MmN 10INY ana (Baillie and Che 2014 vxy»5»a Sw nyom I MY mxsn

DVYWTIN 24 5v YoN oy N2nN OLS monn F IR P8 3 9PN v mnvn f May H1n

Time ) 272 MNWYN 90119 GONI DXVLIVYN VX Y YH»1 MaApYa .1 AXNYN NIYA (1579N0)
C naoy w1 TVP nuw ond) .(kerne) pyn nnx Sy ooann (Varying Parameter — TVP
NN POY 512 DXOVIYN NN ,GONA (2016.045K9¢ P32 ,APNNHN NDVN T DINRN NITD2

NPY IR LN, MWD MY a5 - S-TVP-n May INRM (1PN n»wo 5%) F-OLS -0 May ThX
-IY O L AYIONNN ORI INY PON TVP-1 5 121 .2-5 -2 2 0nm )03 THIND Pam
DYV ,MpPMIN NYIXND DOWT MYPYHN NRNPN DY NPAsNN Yo DY HOpwn ysmn N0 TVP

oya Y51 F-1 NND/PY DI 2T .Y NIN TAXND OMNMY MOPYN NSPR NOIDINNN NPOININY
P07 DY NONN INY 018 TVP-1 M2 D) 152 .30 NINNND NNNY IN NDID) NDYTY MOSNY

MpPa N9 % HNYaN F-n 19N INRY oM 0P oM 20127y NHYRIN NMIPNI NYIZINNN
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TIONIN NPRY NNJINNN IN DXTHN NNPNA DAV DY NRNIN XIN,NNPIPINND NPNXIN DY THN
NN ND) Pesen n»ya NX DHpYN NOX MO (DT )P0 WHONT) NOTIVN INWNN DY

MPNMN NPV MNIWN HY HNONIVIdN NN (11 095w
TNRND HNNHN .7

CTR-n »111 Y¥ ND1>N NN MV HNIYWI IXIYN INDHD MDY DY MTIVON INNN 1T P19
27PN NPNOVNN NN DT DOWPYN DY NI NN NI DO¥0 NINNY

HNIYI ANIYNA INDN My 1.

NPNTHRN M) NPT WO DY MAPNI 1IN MIDDIVIN INIWNL INDNI MDD Y95 1772
,P0IONY 9 IPN POYONN WY 0WN RO Thyna (Clarida et al., 2009p95nN »Myw HY NI
Y DNPP MY INNK INOVDNT G0 IX 233991 PIAN YT DY PON YW NYINT NNV HNH IMDD
7271 .20062 P2 NONN YMNN GPPN2 MDY IR 12Y2 NRIYNL INDND DMDLPIVN DININ
NPDVPIOND YT INMIN IND YNIPHN PIVL DT DXPI HY NVIIAN MDY YT DY IPON 120N
NOON NMNID IR 0OON L(CTR) DXTTH NVIDY T DY DT APNN2 NTTHY NXIYNL INDN DY
P2 oMwn CTR-N 710 2 DIYPN DX DMOMIA NN DINIAN DOXTHIYL IO MNVND ,NYSInN
IR IONIYY D325 MINTHN MNP DINNI RN NIV ,N7PNI NPNYWNAN N7IND DI DY NP

92087 Ty 20039810 17U NPONIY N7IN DN DIPWNN 9D MPINND 2970 MY 0NN

2014

MENYYNM N7ANY 17PN DT DIWPYN DY NP .4 9PN

sowvernment bond
Aakam
otal

=20

-
.
.
.
.
-
.
.
.
-
P

2003 2005 2007 2009 2011 2013
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19909 MNIVM 091 HY NN HY HIVDIN NPrTa 2.1

M2o¥an ¥ MIONINIVIAN NPANIN IR NNINID DXTTIN DOY0 NNNY IXIWNI INDH DY DTN
INDNN MPYAD DY12N DINVPITINR DOWNYN DPNX NN DOYNNN 19N DIV .NNIWNL INDNI
NN D¥PYN PN PVON DXTTRNY NMN2 ,09IX NIPN DY OMTIP DMOTIN D01 DY NNIWNI
NN PN THPNOD NN PNAD DXNT NN ,NT NN MDY NNNLI TPINONIVIN NPHNIN
27D INIYNA INDHNN MDYIY INNRD .N7ONT PIY DINY DIPNY ST DY 19X NYPYN NPMNTIN
DOVIYY N0 DT DWPYN DY NPT NMIYNHND N MDY O TN NX ,OYON NON) MPN
,PNOWNN NN LN7PNA DY DWIPYN YW MPYon (Santealla et al., 201 10y NHNOVID

AN NS (THY N7ANY KD7PNI) NN PO

M2202 NOWH NYIN MMIPNRN NIRND PIVA DT DWPYN HY NYDION INNY IR 4 PN
NIV P32 MYOITI NRNINDY NV IMN IXD 07PN DIPMIPINND NPONY 75% 9171 Ny 2011
PN NPNOWNN N7IND ,NNT NDIYD .10 MDY NINIY 1AW DTN NP MM NPINT MPT 200

Nm»NY ,2011-2 3% 7TINY DTIVON .1PAPN DD NIMAIND 1 NPNTIN NIND DTN NI
I8N ONIVN INDN NMVIVON DY TIONONIVIDN NYAVYNN NN NN |, 1Y) XY 1PN
.(Santealla et al., 201:5x9) 01 DWPYN

DOWPYN HY RPN PIY (7Y 6-8 MINNWN INI) ©Wwn CTR-N Y711 2 DIWPN DY Tindo >1o
9 TY (Cross-correlatiomi¥n DXNNN NPIPND NN OIN NN, INIYID NPNOYHN NPYIND OON
MY DNINXIND PIY IR DN NPNY NTPY CTR O TTHI 7NN 0MMIYN DX .0wNHN 185w

P25 CTR-N »TTH NYDWN TNX D3 P2 (CCC PND) 2ADINN DXNNN DTPN NNONND T DY NMINT-1a
A0IND ORNND NOIPND IR DAVNN NN 019 .(MPINNRD TOY ,N7PNR ,N7IR) RPN WDV

DMIPHRN NNN NITO PPNYN NWYNRD ccf-n .(3*3) 1PN NDPOD NRIYN DY PPN YD M2y (ccf 1onh)
DRI MTPN DOWINI NN .DONYN P NNT-12N ONNNN DTPHN NN AWNNDI NIV NITON NI
NPNAM MVDXLVLD NPNID WONT L(DMDNDIN DNNNA 0.2-n DX NIIN NN DY AN
;TR DN MPINRD TO2 X ,N7PNRA NN DT DWPYN DY MHNAY CTR-N Y7101 TNX YONn
Y8 CTR-N 7779 ¥aN2a .Tw12 191 KDY ,0 HW 7192 1X 95 T wnINND NN 129070 CCCN
MNRMNN PIWN NPOSY Wwnown »avn P 1295 R =1 -E(s,,) » M2 v (CTR3 v
DWPYN  ,MINK D002 .AWNMNN (FP NRTPRN 109997 M5MI 1N PN MNXS 71y 120D
95 TUNI) PIVN NPDHXY DN INY DO DNTPR YWY DOV DIDN DI THN IN N0 INNY
IN 299 T PN Y2APN CCCY NN ,2IWN KIN DNIDN CCCHY DIDN ,TIY .(DWHIP DTN I
D7PN IR N7IND INY MNTI NPXTIAY MLV DI IN XN X2APN Prav axn gpwn 0 191
AN MAPN YOYIN NXIVNI INONN YW TOSM NNIN .TONY ,NNIVNA INDNI DIPOIWN YT DY
WY YNHNNY ITNYN MINANND OOV ¥yawy ,CIP-N %9 Dy NRTPRN N»NI9> Mvn ,NPIN
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,INIYNA INDN NAY ODVINIVIK NN XIN 0911992 IN 95 PNAIN DY cCC,NNT NMIYY .PONN
VDLV DN ,MIAXN MN’AD IRNYN AN DN NPDIN WD IN NRTPRN NPNDIAY 1M
NN 1Y 28N GPYO 91D PN IPNRY CCC,DPDY .N7IND IN N7PNRIA NP NNVP NPINY

PN WY N NNTPRD N0 DN NN NN NP0

TAN YN YV PN WIDOYW TIN NIYDY NRIWNN YTTH DX 5-7 DPNI DOONN NN NPRIN THO Yy
DPMPN NN D¥DOYY PN DT DIWPYN TUNI IV NPNN ToNNa

CTRL1 pab £t n18Hr1in 12 298 OXON .5 99N

H ------------ HHHHH ...................... SUNSE———
I

T T ;
-15 -10 -5 (1] 5 10 15

Cross-Correlation: CTR1 => Makam [Second Period]

T

iy

T T T
-15 -10 -5 i} 5 10 15

Cross-Correlation: CTR1 => Total [Second Period]

; """""""" HH|“ """" .|HH """""""""" HHHHI -----

ACF
i
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CTR2 a5 09291 579985119 1°3 298 ONNN .6 TN

oooooooooooooooooooooooooooooooooooooo

(CTR3) 201 1920 529199 1225 091 NOYIN 12 A9I8 ONNN .7 9N

oooooooooooooooooooooooooooooooooooooo

IIIIIIIII

I | ------ P PR

QEH‘H ..... HHHHI" .................. ................

Cross-Correlation: CTR3 => Total [Second Period]

— T

;:....|...y..\..,(._.|...y...¢..¢..j.,.[...t...l...!.“:. .........................................................................................

o 5
Lag
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o1y CTR3Y ,CTR2,CTR1 1205 NXIWNN YTTHY MNIND 5-7 DIPNI MININNDD NMINNIND
1917 INKY 0INTY 0 719 220 21N WY DN DN ,1NT MM 01PNy CTR-Y mynTa
DMWY 195N CTR-N WY 2 XmMmnn Y 7an ¥, 0DIN . 7202, NPNYWNN N7INI NIIT NP 1Y
TowNND >713 21 NP1 oY wan CTR3INY,0 9009 95 DWTIN 19010 NOWY DOYIN DNIWNIN
NN LD DWOPYN DY NP KD ONYY N9 M omwn CTR-N P2 ©dYT1ann AN PNIad

CTR-n 5 091N Yy D7PK02) NPNYWNHD NN DN DWIPYNN NN DY MDY DIXIN
SYIPOTI,NIVN NNPNN-NN TONNA OMNYN

(11) Pos,, =a+ f-CIR,_, +U,

OLS-n nvow mnsm . ke (0,...,6) -, | € (governmenbond,makam, totalholdings) 2wxo
Y29 ,07PN2 NPNNON NMAY .5-7 0PN DNXINN ccf-N DY NON NN MY [V MY nnxmn
CTR2) CTR1 ya »pyn 97200 .0mm ( Adj.R?) nnuxnnn 220 »1mx) 0pnam orx S-n
—1Ov ysmn 710 — CTR3, NN .an »nTpn Sv (Robustnegsnunonn N0 CTR3 nmyd
L9012 .72 39091 Pnana 0N CTR2Y CTR1HYNY,6 909 7y 0 91091 Pnam »2vn XN
29180 OXNNN NN P1T2Y >3 .CTR2 CTR1YW nYnn 10y 911 CTR3 Y ( Adj.R?) nmaxnnn 200

V. M2 nPN0Y )H377) NN OXTHIXR NN DN DIWPWNRN NPHNN 0Nwn CTR-N 111 P2
Y on (Y- X ,07ny DONWN Y DY NIpNa) NYNWYD DX 1N ) DY S0V NPNDO NN
Y 5% MODNN MYSNHNRL AWURND TN Y- X DY 932y OIN) NIV INY N0 DNINA NINY M)
DM P DY NN NN .Y DV VM N-NDO NN X 2D NP 1N ,MIAPN NIVWNN ON .NTID

DT Oy
(12) Y=g +aY ,+..+aY +BX  +..+b X _ +y
(13) Xi=C+CX j+...+C Y ,+dY  +..+d)Y_ +V,
o #0-n N mnes s Hy 10 Hy @ b =...=b, =0 0N m725>75 Fynan ooy 191 NN
Ho @ dy=..=d, =0 np>72,755 NMIT2.Y 5¥ 7 N-n10 R X, Hy NN MNT5 1m0 85 ON

X OV )-ndo neX Y o npma H A D

.ccf-n H¥ NNHY NNMNND NN MMPNN->NN NV NPT, DTN .NNYNRIN NNPNN DX DI NPXR NYHOPN NWY 12

NMPNN P2 ccf-N PWI9N 191 INKRY DINNIN 0 NN 1Y YIOYW NOWD DOWIN ccec-i Y ,NNYNIN NMPNN ToNNa

MPNRN PIYA DT DOWPYN TN DY 1 NN NPDIN YD DY )N INSIN ORTND 1P DN 7MIWI NHUNIN
NYRIN NPNN THNNI
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19w N N9IPNN-nn 7971na CTR 399 HY 1289195 0991 MPINX : OLS 50999 mnon : [V mY

CTR L;']-g | Cmalk .B'm ak —4({} RZ Khond .ﬁhond ‘4(}} Rﬁ

ok ord | |

CTR1 0 -1.361  6.079% 0.4 2.305 1.447 0.1
CTR1 1 -0.468  5.035% 0.2 2.139 1.688 0.2
CTR1 2 0.513  3.917* 0.1 1.98% 1.924 0.3
CTR1 3 1.654 2.626 0.0 1.86% 2.118f 0.4
CTR1 4 2.864 1.264 -0.0 1.767% 2.273% 0.5
CTRI1 ] 4.083  -0.098 -0.0 1.6921 2.396% 0.6
CTRI1 6 5.249  -1.388 0.0 1.645% 2.484% 0.6
CTR2 0 -2.538  437.5 0.4 1.946 108.364 0.1
CTR2 1 -1.703  379.2 0.3 1.869 117.124 0.2
CTR2 2 -0.887 324.455 0.2 1.7311  129.075* 0.2
CTR2 3 0.211  251.112 0.1 1.6+ 140.703% 0.3
CTR2 4 1.404  172.28 0.0 1.488f  150.442% 0.4
CTR2 ) 2.726  85.803 -0.0 1.4321  155.9641 0.4
CTR2 6 4.027 1.759 -0.0 1.385%  160.725% 0.5
CTR3 0 2.701  18.538 0.0 2.491f  19.056% 0.5
CTR3 1 3.211 9.941 -0.0 2.512f  19.235%1 0.5
CTR3 2 3.691 2.2 -0.0 2.501f  19.998% 0.6
CTR3 3 4172  -5.318 -0.0 2.5471  19.937% 0.6
CTR3 4 4.714 -13.719 0.0 2.607f  19.434% 0.6
CTR3 ) 5.13  -19.823 0.0 2.657f  19.065% 0.6
CTR3 6 5.56 -26.1 0.1 2.719%  18.502% 0.6

1,1 .nRRNNA,NPNYYHN NN B7PRA DY DPYN Y Nrynes oon»nn ‘bond-y 'mak snnnn anan mno
MRXINT 1PN MMYLa Mwnnwn OLS-H nyoa .nnxnna,0.1-10.05 ,0.01 MPNAM NNT DINNN *-)
(Newey and West, 198Fon-1>x1) 9 by m¥91PI0IN NPOVDTPOMIVN

N JN2AN YW DYDIAN NNINY 191 ,NHY NIPNY DIRNND DX DMVITIVD )I) MNINIANI VNN
-T2 YN ONTNN WNVYN NN HOVW Nywa (F N0 windw >1 DY) 9N MNDONN NHMPY
172 (1(1)) TAX MNAD DY MXNVIR NN DY DOWIANN DN DWPWHN NPHONY onvn CTR
790nY 121,V MY ¥ UR g~ URz MTINy2 ANT MINID 110 .(DXVINN NYINN DY Mpnam
MIRIN (DIPN INPIWN 3NN NI) SIC - NIV HY YDRN PPIVIP T HY DVMVIN TN O NNAN
TN DI P2 ISDOPNAP 0) DNNIT NN .TPNPIVD NPXR MINIY NITO DD VYOV WHYN NHN
TV PO DY TPNVVIN-IP NN NN T DY D3 DWPWN DY NP Pad CTR-N »T7100
12 P 6-2 .0WTIN TWY-DNIY HY 5390 NI DY) NN RIY IN NYIAP NN DY PDI0PN MNY
(DX NMPN Y95 My NP0 N»I19) CTRI DNN NVIKY ; TINNDVIR-IP MIVP DNNP DN
MITO SNY DY NOMWUNN NYNNY YN TISPITIN 2N MNNOUIR-IP VP DY DHPPY Nywa
D1 AP NN INDI DNINDN CTR-N OITTH T MYID 3T T2 7T PN PTY NP NVIVD )PNRY
9593 NN TN ININD DIVHNYNA DX ,OPNPNVD KXY DINNI N NTIAYI OPTI2 NRY INRD
NN VNN PYNN (Toda and Yamamoto, 1995019170 NTIV 29 Yy NPINPNLD XY NPNIDD

.(2016.04o89¢ 232 ,A9pNNn NN N\PTY DMINNND NITO INT) D nsona
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Toda and) Y01m» DTV 29 DY TPRPIVD RY NPNDOY NN JNIN MNHIN IN P3N V NMd
PMIVMIP D DY DINNAN 190N NXR TMLVMIVIN DN VN DT TON MY¥NXA (Yamamoto, 1995
2P OV 10N INNY .(selectIag NTMYN) UTIN P = 1 XN 0Mpnn Y91 (SIC) XY DY y1nn
NPXYNPIVIN NP PRY TY ,DPMNOPN DNONVNI DN T TIY DTN I YVIVINIDN
P+ M= 1NT,DVNN M = 4 XN DRIN NXY 21900 optimal,,, -0 .VAR-1 5T S¥ npnva
9393 HYW SVITIVDN NPNON NN NXR NPXNY NN DTV .p + M = 2NN DIPHN IPANY L5
Wald »nan mxXN DX MNI PR MPININ MITNYN NV .ARNYD MV (NI DINNN IINY)
M + P YONT /O9DO0IRN NN”Y MNYP NOR MTINY .Y MNwN N CTR mnwn mnny
9773 HY NPNDON-N MIYWN DY 1»NT Iwnwn (Mns x 0.01) Wald ynan S yop 7y .01
NN PN NP (CTRI yaonn NP0 NYNI9 ,MINID 1NNV 19D . H,-N No (H)

,TIONT NP2 XY TN (TN YW MPNIN NI 7NOY ,NPRSWNN NN ,07P1R) DIRD DYPWNN
JDINY DOV DX DINKD CTR-1 170w nywa

097 YY MPINNY 029Y CTR 27111 : 1999800 RY NYNYDY 9709299 2anan 1V mby
19YN NPNN-NN ToNNa

CTR  Position | URcrr  URpog  coint.  selectyq,  optimalj,, Grang  bestorp  bestpes
CTR1 bond -4 -4 1 1 1 0.011 0.006 0.384
CTR1 mak -4 -3 1 1 1 0 0 0
CTRI1 tot -4 -4 1 1 3 0.03 0.059 0.01
CTR2 bond -5 -4 2 1 2 0.143 0.059 0.14
CTR2 mak -5 -3 0 1 1 0.002 0.003 0.009
CTR2 tot -5 -4 0 1 4 0.462 0.125 0.007
CTR3 bond -6 -4 2 1 1 0.103 0.004 0.649
CTR3 mak -6 -3 0 1 1 0 0 0.104
CTR3 tot -6 -4 1 1 2 0.011 0.002 0.116

O92P1 1) NN 'Grag ,msHpourN-pn nnav on»nn 'coint (ADF) snr v »nand onon ' UR
YOI NTIV YW PYNN % Yy NN o1pny Waldynany ononn besty (1a5a nxnwn mnvny) nnoy
(Toda and Yamamoto , 1905

PINSINA T .0

NAPNWNN NNIVNA INDN HY MDOYS NNYNNA XY 919w CTR Nixnd N0 1% 9PNNn NN
NINND 1D DXOYN DAIPNN NPINIY NPNOUYNN NYIND HD7PNI D3 DWPYN DY NPNI
Curcuru,) ©INIY MNPNPY NYYA .NMINDXI MINIIN DY DINNTHI ONN DXOYN GX) DT N0N DIYP
NN (Santealla et al., 2015 1Ny NONOVID ,NONX DMIYPD MYDVYN NPXI INYHD N (2010
NNV INDN DY NPDOPIVN YTTA P2 DT DWOPYN DY MYPYN P2 0»INI-12 01PN DIVP
ANY CTR Y5 72y "0 N0 RSN KXY 0N ,09IN .7»VYN NdInN M»Tna (CTR2 9pya)
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995N :IN) 01 UIP-5 ynia 1, NNIWN 9NN YN 10 INYY oY NNPDNY DMIWAN D101
MY O DOYPWYN DY NP DY 0NN 00N 17N (1) : (Alper et al., 2000 0>y
70 (3) ,CTR2 15 D»VNYD DXTTH NI ,0MIRNN OYRY CTR »T11 (2) ,NNwNa InoNa

NNIYNA INDN NPMIVIVON NP>T2 (5) ,Nn»pnn CIP-nY nmin (4) ,0)THN NOMPNA NIV MNP)
ANPN NMMVA

CTR31N .1 NTiaya mMpnam MXSIN »PYNY wPa nby ,NON MTIPIN DNX 95 DY MIpa » 1 by
L,V NAIPNN TONN NPNOWNN NN DT DWPPYA DY NPT MIND INON INT DY YXINN
,90m2 .(Baillie and Chang, 203hnsy NXWN2A 900NN 199 ,73TH2 NNANMY MIVNION XINY NN
NI HY TONN MYNNINA DNVN 0XTHN->NN2 UIP-m CIP-n Sv nmy nvnmnn npd>Ta > Yy
NAPNN NNV MNPN->NN HNYY DYTHN NPN NN OXPYNN NN (Bai and Perron, 1998y,
AR | MY) PN PIva DT DWPYN FTYIN TN TPON? DITH NP2 Y9 NIONND NNIVYNIN
,TVTO) TRD NLOIA NNMN DT DWOPYN YW DMINDD MWD NNPNN TONN2 ,NNT NN (2
INDNI HPMYNYHT DMDIYD 40N AN YOPN NPDIN WS MINY,(H7PNI DNYY NYPYNN YDI10T
NN N yon B.CIP-nn npvoa »Mvea > 1Y INaY Piva DD1NY PN 19N 1N INIVNI
A2 9N 1T M) TNN wTIN DY PAIND UND DWTIN AWY-DNY YW PN My INY NPnam
DN YNV P12 DY (NNDXIIN) NANN HN”PNRA DMT MYPYN HY OOTINMN DOVNITN DIOIIVTN
N7PNA DN NP NN XD MO XD NNDY CTR-N 77010 TAX GRY 79D N2DON OINTND P
DI YV NP NN IRDI CTRYTTH 19010 ,17Pno Ta (5-7 0IVR) NMIVN NOPNN Tonna
CTR3,09 .(IV mba CTR2/CTR3) 6 7yna CTR2 n»ivwin nOpNn Tonna npnbwnn naNa
7 APR) NN TN NOWD YIM NN NN D0 NPNTID MIIVNN MY NIITNA NOYY PN N
(V. MY) OIPKLO XY NPNDOY VHIMIN 1NN 0) ORI CTR3 v 020N DN (4 NN
nYNoON "9 Yy oY TN 0 0) CTR3 .(Toda and Yamamoto, 199501917 nTv awsny

STI9NT NI R TN, DT DIWOPYN DY NPT VII) HY MVLDVLLON

Inci and Lu,) 91 >0»x) (Kumar and Triick, 20041701 INmMpP DY TAX MIP2 MY 1PN IPMINNIN
DOTNYN VITON MNYY DY 1IN 27 YN MNYIN DOVTIN NYIDYDY NRTPN NPNIS D NN (2007
L7295 012 MHNWN 120D NMNI DY DN NMDYN YW [ TRR YTIND INTPR NPNID TUNND
NP IR ANV DN NIAY OPPNNY PIAD KXY TN NP NMNLVY OMIN Nay o»pnn UIP-n 5 a0
-DNYO NN WM INTPR NNI9 MY P L =1 90T UIP-n X MNT2 17 &Y LT M5 INd

B N9D1 D) NI T INNIN LTAN YTIN DY PN NIY MYPA NPT 1T NIYYNY NYwa ,DOUNN vy

ITIVIAIN NPNNTINY AN ,/IIVIAIN NINTIN IDIN DY NYON DY MIAPY NPNY NN 1y CIP-n naywn novan 13

NPT WTIND THIRD D20 DWPYN HY YNNI KO NHNMDH JOT NTIPN YN0 WPWNY DN 1NND MIIN

WPWYNo oNYa MYy NX 1 (bid-ask) ¥y¥In NN YPIAN NN P2 DINNIBN NN 1D PNIVNL RN NN NNTD
989N
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W9 T YY TN, P wnd (2016.01 SN P32 ApNND NOVN PTY DMINRD NITO IN)
SV NP WL VIV TN THNWY Dapnn P -nn »Dow mng XN DN Awy-0nvD MmN
[Inci and Lu, 200y y> »o»N) (Kumar and Trick, 20247701 aNmPY Tva TR viN
,(Chinn & Meredith, 20051791 1’8 NX MNNIN OOWUTIN TYY-DNY DY POIND Y2 IPNINNIN
AMYN NOYNDY DM»NYIT OMNNID MNAN DID) AN DXIVINH T XPOINT O»PNN UIP-1 » INNnY
DT Pwa w oX (Inci and Lu, 20079 >0»N) (Kumar and Trick, 203451701 anmip 29 by
,TOY IDTPRN DN NIAY VN DN 7PNIN )NDDN NYNIIY PIAD ,DO0INPIDY NIRNVNA DY)
,ONOYW NIYYNN .PIYA D317 DOVINPID ¥ DX NN XN TONN WX ,09pn> XY UIP-nw 910
NIMN (Micro-structurg 03210 P NN DY NPYTA NI1NN ,PY DN MDA NPT DIVY

2TNY IPNND

(Robustness ChecKksmianox mpr+a . 1.n

SY NPINY DWNND NRY XWND TTHN — CTR3IY DNXa NNION MPYT1 DPNHN NN MY P92
NN, NIV DY NN NI HY CTR3IHY NHNN 571N NYaUN NN DMMA DX ,NDNN .0 DWPYN
D% DWOPWN YT DY NIPN HY NPIYON MY DY IOITINON NTIVAND DY NNYIYN NN DYDI0IMN

NN MPYTIN SNY N1AY .(TvHN2 N 2011 75n1na SN paa by or1ysm 20102009 onwa

:Y9P972 ,Mn1 IRD 0ypna FPoy T8 CTR2S nmy1n ,CTR4,901) XN 771 DX90IN

CTR4, = 'IZPt

(14) Vi

IV MDYN NN PAYND 15,9001 . FP = IRD 1507 ,09pnn wr CIP-n 9UrD *non M3 110
PN N IP) Taba IRD Mnvw 75 CTR1 NN ©OXAN MMY2 DOHWN NN ,DNNY NPDIN
(VDN NPNTINI

190" 915 CTR3 v mwian . 1.1n

=) 95 owNIN NWIN (1) : CTR-N »T1H NY2IX YY (CCY 298N ONNNN MDTPN DX PsH VI md
DN NPT HY NIYN DMWY L(+5M) »INX 0w N nvnn (3)-1,(0) v1inh mNa (2) ,(5M
NPHNY NN 0WANY CTR TTHI DIMNIYN PR DD .DI1DN TOM 07PN, NPNOVNHN NN
(21N) 90PN cCcCIONT ,N29N U NN 0N v NINT-12 DHY DINRNIND N DI DWPYNN
SV N2INY DIRNND TAYII DY TYNY NYY NI DIDT 191 INKY TNITY 0 911092 1N 1Y wnn wnInnw
-2 P 0M20 PoNN DTN AWRD CTR-N 710 NYAIX P2 MNwn VI MDY 5w A DIND .03 NP
N¥) 2PN cecew NN IPTHY CTR-N 170 55 May nuvia RN .oovwHN 2 by yap) CTR3

MAN CCCN NN 2N NNPN NN ToNN >NOovNN NN onva CTR3 7251 ,mmivn N9pNn2
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ccen NN »wn CTR2-v nywa (+5M 792 0.26 ,0 71092 0.74 1910 annd i 0992 an»a
-1 -5M 792 0.69 0.31nmy5> 0 91392 0.84 0310 g 570 May 0 9091 9nra maxn
NN 99w N IRD 0ypna FP-w wnwm CTR2S ynT nxn CTR4 0t 1201 .(nnxnna ,+5M
-9 11220 NovN , N7 ,CTR2-n 20 Mg XNy CTR1 oy o) NIpnn Nt .CTR25v »ann nvo»
2-n NoNN HTNS CTR3I YW M NX YMA B YIN9 YW »ann N5 N movn (CTRYD IRD
cceM ,ownn 10 7y ownN 2-n Ny 9 12190 U Ny mxay i .oownn 10 1 oownin
NON NPRI .T252 NPNOWHN NAX MY NN DWHIN 5-6 Y¥ 1ON HTa anva maxn (avnn)

ANY NONN DTND CTR3YY My 101N IR MOPYN

0258 DNINNN : 02910 MPHNS Ny CTR3 Yw ponn S : VI Mo

CTR  period I window bnd-5M bnd0 bnd+5M mak-5M mak0 mak+5M tot-5M  totO0  tot+5M J
PanEL A: ComparIsoN oF CTRs

CTR1 all NA -0.19 -0.25 -0.10 0.00 0.12 0.24 -0.35 -0.32 -0.08
CTR2 all NA -0.30 -0.35 -0.22 -0.04 0.04 0.12 -0.46 -0.46 -0.26
CTR3 all 2 -0.40 -0.39 -0.26 -0.19 -0.12 -0.03 -0.60 -0.57 -0.37
CTR4 all NA -0.36 -0.35 -0.25 -0.17 -0.10 -0.02 -0.55 -0.52 -0.35
CTR1 first NA -0.70 -0.68 -0.39 -0.20 -0.32 -0.25 -0.74 -0.74 -0.46
CTR2 first NA -0.75 -0.77 -0.53 -0.25 -0.34 -0.25 -0.80  -0.85 -0.59
CTR3  first 2 -0.73 -0.73 -0.53 -0.23 -0.27 -0.25 -0.81  -0.82 -0.58
CTR4 first NA -0.70 -0.71 -0.52 -0.19 -0.25 -0.25 -0.76  -0.80 -0.57
CTR1 second NA 0.62 0.39 -0.05 0.02 0.61 0.79 0.26 0.78 0.73
CTR2 second NA 0.55 0.40 -0.03 0.12 0.62 0.70 0.31 .84 0.69
CTR3 second 2 0.67 0.74 0.26 -0.27 0.20 0.43 0.05 0.65 0.56
CTR4 second NA 0.39 0.43 0.06 -0.12 0.17 0.24 0.06 0.42 0.26
PANEL B: CTR3’s WINDOW SIZE

CTR3  second 3 0.67 0.79 0.35 -0.32 0.13 0.41 -0.00 0.60 0.60
CTR3 second 4 0.66 0.80 0.40 -0.35 0.09 0.40 -0.04 0.56 0.62
CTR3 second b 0.64 0.81 0.46 -0.38 0.05 0.39 -0.08 0.51 0.65
CTR3 second 6 0.63 0.81 0.54 -0.43 -0.02 0.35 -0.13 0.43 0.66
CTR3  second 7 0.60 0.80 0.59 -0.46 -0.07 0.33 -0.18 0.36 0.68
CTR3  second 8 0.58 0.78 0.66 -0.50 -0.13 0.29 -0.23 0.28 0.68
CTR3  second 9 0.58 0.79 0.72 -0.56 -0.20 0.23 -0.28 0.20 0.66
CTR3  second 10 0.57 0.76 0.75 -0.60 -0.24 0.22 -0.32 0.12 0.64

YTING DN DWNIN 5 5 NnTpn/»e X0 SM quno  t+5M- t 1-5M : ooxan oassn oomnnnmnn NN IRNn Mo
5w YNy oon»nn 'bndh 'mak >nnnn ansn Mo .EaT-1an ORNNN DTPHN VIV XN T 5w 2980 oxnpn) t

.ownNa XM 7292 CTR3Y >0imbv7 nonn 570 .0nKNNa ,NPRYWNN NN N7PHRI DR DWPYN

INIY P33 21N Y N9pa 2. 1N

NP2 Y9 ,20092011 nmpnn oA NN NN MNS NNYYI NPIVNIND NP THNY DI
Ty 2009 00MNND .NPINNN NP PN NI ,ANINM TON MNMANT MPTHIN PIAY IR Pa

01N SY M>yan M1 . 700%-1 ST 01N DWpYNN v 0oon N M 2011 5N

27



MAISP NN NIYNS DXTYY LPY S8 P32 2011 7972 v Nopn Twna nrPPRa NDINN
0 10% Yv MAaIt PAINNY DYMPNN DOPIAN DY NWIT NOVN T DY HPYN NPYO NNILVN
NN NYYND MWOPN NONR DYTYN .MV MIRPOY 22D MPT NYIT ,N70N M0 DM DY NIRPOY
ONIY P32 YTYN NYAUN DX 9030 >TD (4 N INT) 20132 DIND 1P TY 17PRA DTN NP
NMPNN ToNN2 ,0TPN MO MRHN NX VIE M2 0opsn X 7N 20110 00T ,nopna

201192087 1y TN MIYN

101921 CTR-N Y770 Y5 912y Y100 MNY NMIXIIN NN IRIY P32 TYN MDY NPNI MTPHRNNN
2120 TNYHNI INY M) ,D7PRI DN NP DY 22900 ceen VI MDY nxnwna .CTR3 May
Nywa 12190 U N8 MIXID 100 07pnn Yv B 93xoa CTR3N 1710 70290 My, 7o 1> .0 o
TYNY MUY M7 2T . VI MSY nnwna (Robust ©9pn mNg 0N NPNYYNN NN DY DYTTH DNINY
NOMPNNY ,NNT DY PON) .NNPNN TONNA NPNOWNND N7INDY N7PHNI NP P NNONN DY
DYVLDYOVDI TN D) MNNT-12 ORNM) 2AVI¥ DNNN YWD 1D OV, TINPIVD NPNX NINPN NPTN

Yo 500y, NNNNN 20 OV

INIY?I P33 27¥N 29 £ IPHNe Iy CTR3 Sw nonn by VI my

CTR  window | bnd-5M  bnd0  bnd+5M  mak-5M  mak0 mak+5M  tot-5M  tot0  tot+5M
PanNeL A: ComprarisoN oF CTRs

CTR1 NA -0.09 0.80 0.46 0.28 0.97 0.26 0.23 0.98 0.30
CTR2 NA -0.08 0.82 0.42 0.32 0.92 0.19 0.28 0.94 0.23
CTR3 2 0.12 0.70 0.27 0.69 0.63 -0.12 0.63 0.66 -0.07
CTR4 NA 0.18 0.37 -0.01 0.40 0.30 -0.19 0.38 0.32 -0.18
PANEL B: CTR3’s WINDOW SIZE

"TR3 3 0.05 0.68 0.39 0.62 0.68 -0.04 0.57 0.70 0.02
CTR3 4 0.00 0.59 0.52 0.53 0.68 0.04 0.47 0.69 0.11
CTR3 5 -0.06 0.49 0.59 0.42 0.67 0.13 0.36 0.67 0.19
CTR3 6 -0.12 0.33 0.68 0.27 0.66 0.24 0.22 0.64 0.31
CTR3 7 -0.17 0.17 0.74 0.11 0.64 0.36 0.07 0.59 0.42
CTR3 8 -0.21 -0.06 0.75 -0.08 0.52 0.43 -0.10 0.45 0.49
CTR3 9 -0.22 -0.19 0.75 -0.20 0.41 0.46 -0.21 0.34 0.52
CTR3 10 -0.22 -0.39 0.64 -0.34 0.24 0.48 -0.33 0.16 0.51

YTING DN DOWNIN 5 5W TN/ XN SM quno t+5M-y 1 1-5M : ooxan 0assn oonxnnn nx axnn Mon
>nnnn anon Moo .4/2009-12/201057pnn Tonna Pani-1an oxnnn oTEn VWS XN T 2980 oxnnn) t

CTRS35>0m517 "onn Y7 .NHRNNA ,NPNYWHRN AN 17Pna DY DWPWHN Y¢ npy b oon»nn ‘bndy mak
.DVYTINA NI 1292

-9 2008 LOMNNI INX 0-1 1.8-HD DT NNV MIXP NVPNOWNNT NN NPPNN FPIYI DNRN DWPYNHN Hw ophn 14
.NNNNA,2011 YNNI NN 17.2-) 34.5
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mpon )

nronn Pva (Carry Tradg NXIWNA INDHN NPMIVIVONR HY NPDVPIVND AN THM2A N DAY
NNIYN YV DYNPN 0T 1901 0P MX .2014930875 2003981 Pav 9PN YONIWIN
NN DN NN ,VI9] .(ex ante) NP>NNOYHN NIPDN NN PNAYN OOV OXTTH 011 ,(CTR) 120D
D3 DY NYPYN YT DY MINPHN ,NINIYNA INDN DY M»ys Mtno 0y CTR » 111 S ono
YAV NP0 NMPIS YY DDIANN wIN CTR 710 DWNN NN .NPNOWNHD 1IN MK N7PHNa
MY DXOVN NN TI2 .02 NNHT 1IOP PON NIy N CTR OYTNIN NN .(N2OX) YNHI) 1312 MNWNH
YTTRO DANMND NP SYINNI YIDY TIN NXIVNL INDN HY NPDLPIVX : MDA ONN
NN YALNT PO NN NN TINVNY YT .JNTA MNWN SYIVN N NPNI NN ,DNVN NDYON
My¥NNa L(UIP) nD1»dn Xon n»an 9y (CIP) no»dnn n»an 9ya nyopy NN 0) 0MN3
DN DY DIVNIN NPIVAN NIV MTIPI NP>T2Y (Bai and Perron, 199819 >Na Hv 7OnN
SV YN NP3NN NRPPNN KO CIP-1 0 DIRXIND NN .Y MNPN->NN SNY DINSI NN ,UIP-N
N2 PINKRNY X .T292 DOWTIN TIWY-DNIY SV PN N2y N»pnn UIP-N 197X ,0XTHn Napn

MIPIND MYPYNN T DY 7201 XIM 19 MNS NYXIT ,NPPIINRN NPNIN M2 OY TN MP2
DYPMDNN DMV DXPYWINI NONN D PIYA DINN NINY NYOIN ,107PNRa DI DWPWN HY
5S¢ NPNDO NMNIM ,0M By OLS NPT 298 ORNN NPEPNAL .0»MPH D3PI ST Y
NN DN NPHON AN NI WD 9y ysmn CTR-N M DRHIN DN ,NPNPSVO XY MITO
TUHI DN NV PN NN IT NEDND .TIONN P22 KY TR ,7IWN NNOPNN-NN TONNI N1PNYWNN

APT2W CTR-N TN 9100 9N X327 DWTIN
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