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Abstract

This study examines the response of Australian interest rate

swap spreads to the arrival of macroeconomic news

information during the economic expansion and contraction

periods. We find that the impact of news announcements on

swap spread change differs and largely depends on the

state of the economy. The unexpected inflation rate is the

only news released that has significant impact on swap

spreads across all maturities during contractions and

remains the important news announcement throughout the

business cycles, while the unanticipated unemployment rate

tends to be more relevant to 10-year swap and the

unanticipated change in money supply tends to be more

relevant to 4- and 7-year swaps during expansions. We also

find shocks from these news surprises appear to have

significant impact on the conditional volatility of the swap

spread change during both economic phases. The

macroeconomic shocks in general are negatively related to

the conditional volatility of the swap spread change,

suggesting that the newsworthy announcements tend to

reduce uncertainty on the news announcement days in the

swap market during expansion and contraction periods.

Keywords

Interest rate swap spreads  Macroeconomic news

Business cycles  Probability of default

Citation

Business Cycles and the Impact of

Macroeconomic Surprises on Interest Rate Swap

Spreads: Australian Evidence

Victor Fang, A.S.M. Sohel Azad, Jonathan A. Batten, Chien-Ting Lin

Derivative Securities Pricing and

Modelling

: 978-1-78052-616-4, : 978-1-

78052-617-1

Publication date: 5 July 2012

Permissions 

ISBN

(International

Standard

Book

Number.)

eISBN

(International

Standard

Book

Number.

Electronic

version

of

Book)

Access and authentication: Please visit our page. Close 

Welcome Guest user

Advanced searchEnter your search terms here 

We are using cookies to give you the best experience on our website, but you are free to manage these at any time. To

continue with our standard settings click "Accept". To find out more and manage your cookies, click "Manage cookies".

Accept  Manage cookies 

https://www.emerald.com/insight/
https://www.emerald.com/insight/sitemap/publications#books
https://www.emerald.com/insight/publication/acronym/csef
https://www.emerald.com/insight/publication/doi/10.1108/S1569-3759(2012)94
https://connect.liblynx.com/go/emerald?sachoose=1&target=https%3A%2F%2Fwww.emerald.com%2Finsight%2Fredirect%3Ftarget%3Dhttps%253A%252F%252Fwww.emerald.com%252Finsight%252Fcontent%252Fdoi%252F10.1108%252FS1569-3759(2012)0000094018%252Ffull%252Fhtml
https://www.emerald.com/insight/search?q=Interest+rate+swap+spreads
https://www.emerald.com/insight/search?q=Macroeconomic+news
https://www.emerald.com/insight/search?q=Business+cycles
https://www.emerald.com/insight/search?q=Probability+of+default
https://www.emerald.com/insight/search?q=Victor%20Fang
https://www.emerald.com/insight/search?q=A.S.M.%20Sohel%20Azad
https://www.emerald.com/insight/search?q=Jonathan%20A.%20Batten
https://www.emerald.com/insight/search?q=Chien-Ting%20Lin
https://www.emerald.com/insight/publication/doi/10.1108/S1569-3759(2012)94
https://emeraldpublishinggroup.freshdesk.com/support/solutions/articles/36000213997
https://www.emerald.com/insight/advanced-search


Emerald

logo

      

© 2024 Emerald Publishing

Limited

Services

Authors

Editors

Librarians

Researchers

Reviewers

About

About Emerald

Working for Emerald

Contact us

Publication sitemap

Policies and

information

Privacy notice

Site policies

Modern Slavery Act

Chair of Trustees governance

statement

Accessibility

Fang, V., Sohel Azad, A.S.M., Batten, J.A. and Lin, C.-T.

(2012), "Business Cycles and the Impact of Macroeconomic

Surprises on Interest Rate Swap Spreads: Australian

Evidence", Batten, J.A. and Wagner, N. (Ed.) Derivative

Securities Pricing and Modelling (Contemporary Studies in

Economic and Financial Analysis, Vol. 94), Emerald Group

Publishing Limited, Leeds, pp. 379-398.

https://doi.org/10.1108/S1569-3759(2012)0000094018

Publisher: Emerald Group Publishing Limited

Copyright © 2012, Emerald Group Publishing Limited

 Download as .RIS

Support & Feedback   Manage cookies

https://twitter.com/EmeraldGlobal
https://www.facebook.com/EmeraldPublishingImpact/
https://www.linkedin.com/company/emerald-group-publishing-limited
https://www.youtube.com/user/EmeraldPublishing67
https://www.emeraldgrouppublishing.com/services/authors?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emeraldgrouppublishing.com/services/journal-editors?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emeraldgrouppublishing.com/services/librarians?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emeraldgrouppublishing.com/services/researchers?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emeraldgrouppublishing.com/services/reviewers?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emeraldgrouppublishing.com/about/?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://careers.emeraldpublishing.com/
https://www.emeraldgrouppublishing.com/about/contact-us?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emerald.com/insight/sitemap/publications
https://www.emerald.com/insight/site-policies
https://www.emerald.com/insight/site-policies
https://www.emeraldgrouppublishing.com/about/policies-and-information/modern-slavery-act?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emeraldgrouppublishing.com/sites/default/files/2020-08/MCB-Pension-Chair-Statement-2019.pdf?distinct_id=%24device%3A18edc9bd66a149-035554fec715dd-591a3765-4b000-18edc9bd66a149
https://www.emerald.com/insight/accessibility
https://www.emerald.com/insight/search?q=Victor%20Fang
https://www.emerald.com/insight/search?q=A.S.M.%20Sohel%20Azad
https://www.emerald.com/insight/search?q=Jonathan%20A.%20Batten
https://www.emerald.com/insight/search?q=Chien-Ting%20Lin
https://www.emerald.com/insight/search?q=Jonathan%20A.%20Batten
https://www.emerald.com/insight/search?q=Niklas%20Wagner
https://doi.org/10.1108/S1569-3759(2012)0000094018

