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Contribution

The motivation of the thesis is not clear to me. | understand the technical motivation — ,let us examine
whether the central bank communication influences co-movements in the financial markets®. First, it is
not obvious from the introduction what the author means by ,financial markets®. Is it stock markets?
Bond markets? Combination? Or something completely different? And second, why should such
announcements influence correlations between markets? There is no straightforward assumption or
explanation why this should be the case. This lack of clarity is reflected in the literature review where
most of the literature deals with announcements effects on specific markets but not the comovements.
The overall contribution is then not clear, apart from the technical analysis itself. In addition, the
dataset ends five years ago. This is probably due to heavy reliance on Gertler and Horvath (2018),
which shadows through the whole thesis.

Methods

I’'m certainly not an expert on yields modeling but solving non-stationarity of interest yield by taking first
differences seems almost certainly wrong. The process will be stationary, yes, but it will be over-
differenced. What is needed for GARCH modeling in general is a correct specification of the “returns
model”, in this case the yields model. The “returns model” does not need to have the dependent
variable stationary, it needs the disturbances/residuals stationary, ideally 1(0). And that is a very
different story. Otherwise, the final GARCH model (whichever specification) will not be consistently
estimated, which, I'm afraid, is the case here.

Literature
Literature coverage seems to be fine. No issues found here.
Manuscript form

No big issues here. | have two minor ones. First, some chapters are illogically ordered. Why have
section 4.1 when there are no 4.2 or 4.3? Same for 5.1. Second, the charts are both not really nice
and also, they are inconsistent in the sense that there are not from the same software which is
disturbing.

Summary and suggested questions for the discussion during the defense

The thesis has issues in two main branches — motivation and methodology. As described in the
previous sections, it is not clear why the ECB announcements should influence correlations between
(whichever) financial markets, and the methodological approach seems questionable as well. This
leads to rather weak results, which are, however, not that surprising. My overall grading leads to D. If
the student is able to clarify the motivation better, | see C as a possible grade.



Report on Master Thesis

Institute of Economic Studies, Faculty of Social Sciences, Charles University in Prague

Student: Bc. Milan Kucera

Advisor: Prof. Roman Horvath, Ph.D.

Title of the thesis: Central Bank Communication and Correlation between
) Financial Markets: Evidence from the Euro Area

SUMMARY OF POINTS AWARDED (for details, see below):

CATEGORY POINTS
Contribution (max. 30 points) 15
Methods (max. 30 points) 20
Literature (max. 20 points) 18
Manuscript Form (max. 20 points) 15
TOTAL POINTS (max. 100 points) 68
GRADE (A—-B-C-D-E-F) D
NAME OF THE REFEREE:

doc. PhDr. Ladislav Kristoufek, Ph.D.

DATE OF EVALUATION: 14.1.2019

Digitally signed by Ladislav Kristoufek
DN: cn=Ladislav Kristoufek, o=Faculty of

< Social Sciences, Charles University in
Prague, ou=Institute of Economic Studies,
email=ladislav.kristoufek@fsv.cuni.cz, c=CZ
Date: 2019.01.14 12:33:42 +01'00"

Referee Signature



		2019-01-14T12:33:42+0100
	Ladislav Krištoufek




