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This paper is a study of the spillover effects of U.S. macroeconomic news on different sectors of the Australian 
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Australian stock market is of particular interest in the region due to its strong link with the USA through real 
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he literature has mainly focused on aggregate stock returns. This aggregate effect might mask 
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literature on the domestic and the spillover impact of macroeconomic news on stock market returns. We con-

��!"
��
��
�����
���
"������
��������*����*�$�,�'���
�������������
����#�������������
�����
�0����������������
��*�����
����������
��)"�
��������
��+��������*��
�+�����
�#��"�
����
�������
���
��
���)"�
����������
�����
�#���������#������
��
�0����*���0�������!$�!���+������*��
�������$���
"�������/�����
����������
�������
����$�
����/�����*������
�������
���
��
����#���������*���!���#
�������
���)"�
����������+�
�

����+�$������������
����#�#��������"�����/�����������*���'���
��*������
��
���*��������������
������#��
���
#����$���
����
���
�����:�
���������"���#��$���
������
���
0)�����������
������#��
����
�����
"������
���

Journal of

CENTRUM

Cathedra

JCC

Journal of CENTRUM Cathedra � Volume 4, Issue 1, 2011 � 44-65



�~U.S. News Spillover Effects: Sectoral Evidence

)"�
��������
��+����+�
��*��������������
������#��
���
�0�������������
���#���"�
�Y&%2[����*
����
��������
��
���������������)"�
����������+�
���
"�����]��
����
�����������������������
���
�������
���
�0��������$�Y�������

������#��
�����
����
���
�����:�
���������"���#��$���
[���"��������������
����������
���
$����
���)"�
�������
���+�
���
"�����*���������������������#�������Y�������
�0��&%2����*
�[����"�
���������*�������
���
$����
���
)"�
����������+�
��0�������*�����*�
��
���������
����
��������
���������
�$�
��
�0����*�\���������#����
�0��
��*������
����
������
������
����
������
�
*�������
�����
���)"�
����������"�
����������2��#��
$���"�
���
��+�
��
"��������
�������
���#��
����
�����
����������
�����������*������
��
�
���
�0����*������!�����!���!���
����
����$�3"��+�$����
��������
��������������
���)"�
���������
"�����*�����
����#���������4"�
���
����
���
conditional volatility is relatively persistent. 
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The U.S. Macroeconomic News
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U.S. Macroeconomic News

Releases ]!�����
���� Release time Reporting authority
Target interest rates (Fed) �� |��|~ Federal Reserve Board
Gross domestic product (GDP) j{ ��j{ Bureau of Economic Analysis
Consumer price index (CPI) 90 ��j{ Bureau of Labor Statistics
Unemployment (UE) 90 ��j{ Bureau of Labor Statistics
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The econometric literature shows that the Generalized Autoregressive Conditional Heteroskedasticity 
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one period to account for the trading time difference between the U.S. and the Australian markets. The U.S. 
announcements are released while the Australian market is closed; thus the latter would respond to the news 
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tive impact on Australian stock returns. The impact of other real variables (GDP and unemployment) needs 
to be empirically tested. The effect on volatility depends on whether the news adds to or resolves uncertainty 
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economic news is absorbed relatively quickly in the Australian stock market.
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that higher than expected target rate news from the Fed results in lower returns for most stock markets in the 
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market as a result of the fact that Australia tends to follow the leadership of the USA.
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Sectoral Effects
This section contains an in-depth analysis of the impact of U.S. macroeconomic news on different sectors 
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the USA might be viewed as a good opportunity for Australian energy exporters as a result of strengthening 
or weakening of the U.S. or Australian dollar. The positive impact of the Fed news on the Financials sector 
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and these unexpected windfalls would be shown up in their stock prices.
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all four U.S. news announcements. The U.S. news has the strongest impacts on the conditional variance of 
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news of higher than expected GDP growth rate over all three time horizons. 
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Information Technology and Property Trust sectors.
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Industrials sector also responds to the unemployment news during the intraday horizon.
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Standardized Effects
Because measurement units differ across news announcements and to facilitate comparability we stan-

dardize the news by dividing it by the standard deviation across all observations following Balduzzi et al. 
Y�{{|[�����SNewsi denotes standardized news and �i is the standard deviation of macroeconomic news i��
���
standardized news (SNewsi) is measured as

SNewsi =Newsi ���i Y~[

7����G��
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