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Data Summary

EAXBETE
count mean std min 25% 50% 75% max
corr 3371 -0.160 0.301 -0.973 -0.372 -0.193 -0.015 0.981
vol_ES1 3388 0.0006 0.0006 0.0000 0.0003 0.0004 0.0007 0.0101
vol_TY1 3387 0.0002 0.0001 0.0000 0.0001 0.0002 0.0002 0.0018
spread 3182 0.358 0.214 0.005 0.173 0.296 0.524 0.942
FERITT S VIF{&
corr[t-1] vol_ES1 vol_TY1 spread VIF
corr[t-1] 1 0.0680 0.2714 0.0982 corr[t-1]  1.19
vol_ES1 1 0.4543 -0.1190 vol_ES1 2.55
vol_TY1 1 0.1743 vol_TY1 4.07
spread 1 spread 2.60
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Empirical Design
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Benchmark: Actual vs Predicted Correlation
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MS Benchmark: Actual vs Predicted Correlation
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Actual vs Predicted Correlation (Next-month forecasts)
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New Model : kX & EZFEDY) 2 — 2 RHN%E 7 LYY T I TRIFHE

State Dependent means

State JB1 TP1
0 -0.000284 -0.000896
1 0.000107 0.000245

State-dependent covariance matrices: State 0

JB1 TP1
JB1 0.000023 -0.000024
TP1 -0.000024 0.000641

Transition Matrix

State 0 State 1
State 0 0.855805 0.144195
State 1 0.027825 0.972175

State-dependent covariance matrices: State 1

JB1 TP1
JB1 0.000004 -0.000004
TP1 -0.000004 0.000116
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