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1. Introduction 

Studying the impact of policy announcements on financial markets can forecast 

the dynamics of the market, bring insights into investor behavior, and estimate the 

potency of policy communication. Analyzing market response to macroprudential 

policy announcements enables an assessment of the degree to which market 

participants believe these measures effectively achieve their goals of reducing systemic 

risks and promoting financial stability.  

I expand on new data and evidence that shed light on the effectiveness of 

macroprudential policy announcements and reaction of financial market in European 

countries and the UK over the period from 2000 to 2023. The sample contains 

European countries with advanced economies including Scandinavian countries 

(France, Sweden, and Germany), Southern European countries that faced economic 

challenges (Greece, Ireland, and Spain), new EU member, Czech Republic, and non-

EU member, the UK. All selected countries have implemented measures related to 

macroprudential policy, albeit the purpose of implementation may vary. European 

countries with advanced economies implement measures to enhance financial stability, 

while Southern European countries implement measures in response to challenges 

presented by the European sovereign debt crisis. To conduct the analysis of the 

announcements effect I build up a distinct news dataset from FACTIVA database, 

containing macroprudential policy and financial stability communication and 

investigate the impact on financial markets. I aim to estimate whether such 

announcements affect changes in government bond yields and stock prices. 

Additionally, I aim to examine the extent to which the effects on financial markets vary 

with different types of announcements, and if financial markets are affected by other 

economic conditions. 

This is the first complex study on a broader set of European countries in which 

the impact of macroprudential policy and financial stability news are investigated on 

financial markets. The only research in this area was done by Bluwstein and Patozi 

(2022), who looked into whether unexpected announcements about macroprudential 

policies have a significant impact on reducing systemic risks in the UK's stock and 

bond markets. I contribute to this literature through several important aspects. First, I 

investigate the effect on the whole European area and a sample of European countries 

and the UK. Second, I take the broader time period for the analysis, which can help in 

understanding macroprudential policy and financial stability communications and the 

market reactions during several crisis periods. Third, I constructed a unique news 
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dataset following Bluwstein and Patozi (2022) and Švéda et al. (2022), however, I 

reduced the keywords selection to reduce the selection bias and avoid a judgement 

collecting only specific news. Finally, I study the effect of announcements on 

Government bond yields, stock prices and volatility. Additionally, I investigate 

whether the market reaction varies depending on the specific announcement 

communicated and whether there are other economic conditions that impact the 

financial market. 

The results uncover a number of important observations. The announcements 

lead to an increase in 10-year government bond yields changes starting two days after 

their release, with this rise continuing through the fourth and fifth days, though, there 

are no notable effects on changes in bond yields immediately on other event windows. 

The impact of these announcements on changes in stock prices is also significant but 

only becomes observable on the fifth day. I assume there is no immediate market 

reaction due to the time needed for investors to reconsider risk levels and financial 

measures that could indirectly influence economic growth. Furthermore, these 

announcements do not influence market volatility, suggesting that they are perceived 

as stabilizing measures rather than factors contributing to market instability.  

The analysis of announcements’ direction towards tightening or loosening 

stance reveals that tightening announcements lead to significant increases in changes 

in bond yields on the second and fourth days after being communicated, while 

loosening announcements start impacting changes in bond yields positively from the 

third day onward. However, neither tightening nor loosening announcements have any 

effect on stock prices or market volatility. This highlights bond markets react quickly 

to changes in expected interest rates, which are often influenced by macroprudential 

policies aimed at keeping financial stability. In contrast, stock markets tend to respond 

to more comprehensive economic indicators that are not directly affected by such 

policy changes. The lack of impact on market volatility suggests that such 

announcements are viewed as not disturbing for market operations, implying financial 

stability. 

Country-specific results indicate mixed responses across different financial 

metrics and regions. For instance, in Spain and France, macroprudential policy 

announcements immediately increase changes in bond yields, highlighting the 

sensitivity of their markets. Furthermore, Spain and Ireland face delayed increases in 

changes in bond yields, while other countries do not show similar effects. In terms of 

changes in stock prices, Sweden experiences an immediate decline, while Germany 

and France experience decreases, and Greece faces increases over time. The results 
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confirm varied responses of financial markets to macroprudential policies, influenced 

by regional dynamics and economic conditions. 

The study also observes announcements in France tend to decrease changes in 

European bond yields, while announcements in Greece and Ireland tend to increase 

them. The German announcements have a delayed effect and lead to a decrease. With 

respect to changes in European stock prices, Irish announcements lower changes in 

European stock prices, whereas Swedish announcements increase them. Furthermore, 

announcements from France and Ireland lead to an increase in overall market volatility 

in Europe. 

Additionally, the study sheds light on the effect of other economic conditions 

like Euribor rates, exchange rate, and S&P 500 on financial markets. There are 

significant impacts of these economic variables on financial markets, varying by 

country and economic condition, with immediate effects often differing from longer-

term impacts. The results uncover that changes in the Euribor positively affect changes 

in bond yields shortly after an announcement, particularly within the first three days, 

with effects continuing to the fifth day. The Euribor does not impact market volatility. 

However, the European market volatility seems to respond inversely to the S&P 500 

as it’s observed that volatility reduces as the S&P 500 rises, while changes in stock 

prices boost across all observed windows. The same effect is observed by exchange 

rate changes, which positively affect changes in stock prices across all event windows. 

Country-specific analyses show varied impacts of these economic variables. 

Specifically, changes in Euribor have a mixed impact on changes in bond yields, 

reducing them in France, Greece, and Ireland, but boosting them in the UK and Czech 

Republic. Changes in the S&P 500 increase changes in stock prices in several countries 

including the Czech Republic, Germany, France, Greece, and Ireland, but adversely 

affect market volatility in Spain. 

The paper proceeds as follows. In section 2 I discuss related literature. In 

section 3 I describe the data and the construction of the dataset, and the variables used. 

In section 4 I explain the methodology and in section 5 I provide empirical results. 

Section 6 concludes.  
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2. Review of related literature 

Financial markets are driven by information. Analyzing how financial markets 

react to macroeconomic news enlightens how efficiently information is incorporated 

into asset prices. Macro news often provides new information about the overall 

economic health of a country or region. The market's reaction to this news assists to 

the process of price discovery, where adjustments to asset prices reflect the most 

current information available. 

There is substantial empirical evidence that macroeconomic news reveals the 

link between news announcements and volatility. Chan and Gray (2018) hypothesize a 

dual-pathway model where economic announcements catalyze market volatility by 

directly being aligned with scheduled news events and by responding asymmetrically 

to news surprises. This latter observation suggests that bad economic news is more 

likely to cause increased market volatility than good news. However, this perspective 

is broadened by Heinlein and Lepori (2022), who examine the nuanced impacts of 

macroeconomic surprises on a spectrum of UK financial assets, including stocks, 

currencies, and bonds. Their findings introduce a distinct response pattern among asset 

categories, with positive economic news boosting the markets, which is not in 

agreement with Chan and Gray’s (2018) claim regarding volatility spikes that are based 

mostly on bad news. Their analysis highlights the market's reactive nature, particularly 

to negative news, suggesting a risk aversion among investors. This is complemented 

by their statistical demonstration of the asymmetrical nature of market responses, a 

finding that significantly enriches the understanding of market sensitivity to news 

content. On the other hand, Heinlein and Lepori (2022) expand the discussion by 

highlighting how both positive and negative macroeconomic surprises can influence 

market dynamics, thus presenting a more comprehensive view of market reactivity to 

news. Their identification of specific market behaviors in response to economic 

pressures suggests a more complex market equilibrium process influenced by 

macroeconomic news. 

Exploring the methodologies and datasets utilized by Chan and Gray (2018) 

and Heinlein R. and Lepori G. M. (2022) display distinct strategies in analyzing the 

market's reaction to macroeconomic announcements. Chan and Gray (2018) focus on 

a dataset ranging from January 4, 2000, to April 28, 2017, emphasizing futures data to 

determine market volatility within specific economic announcement windows. Their 

detailed attention to trading hours aims to capture immediate market fluctuations in 

response to Federal Open Market Committee (FOMC) announcements, such as 
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changes in the Federal Funds Rate (FFR), Nonfarm Payrolls (NFP), and unemployment 

rates, excluding public holidays to avoid non-representative data. This methodological 

choice highlights an intention to analyze closely short-term market dynamics. In 

contrast, Heinlein and Lepori (2022) extend their study period from 1997 to 2017, also 

sourcing data from Bloomberg and Datastream similar to Chan and Gray (2018) but 

enriching their analysis with daily closing prices of the S&P 500 index from the Center 

for Research in Security Prices (CRSP) database. Their use of regression analysis to 

assess the asset price response coefficients and the time-varying nature of these 

coefficients broadens the scope of their investigation. This approach allows them to 

explore how asset prices adjust over a more extended period following economic news, 

offering insights into the market's longer-term reactions rather than immediate 

volatility. 

Chan and Gray (2018) employ a Jump-Diffusion (JD) model to explore how 

macroeconomic news announcements influence volatility flows across U.S. Treasury 

securities and the S&P500 index. Their analysis divides into two distinct JD model 

variations: JD0, which omits macroeconomic news, and JD1, which adjusts the 

volatility jumps' intensity and size based on such announcements. On the contrary, 

Heinlein R. and Lepori G. M. (2022) approach the concept of macroeconomic surprises 

by measuring the deviation of actual announcement values from their median 

forecasted values, adjusted by the standard deviation of these differences. Their 

methodology incorporates a wider selection of macroeconomic indicators, some of 

which overlap with those examined by Chan and Gray (2018). Particularly, Heinlein 

R. and Lepori G. M. (2022) describe for the timing of macroeconomic announcements 

within trading hours, suggesting that news released post-4:30 PM influences asset 

prices on the following day, which is different from Chan and Gray's focus on the 

immediate daily impact. This shift to investigating daily data, opposite to Chan and 

Gray's (2018) intraday perspective, marks a significant methodological difference. 

Heinlein and Lepori's (2022) preference for the iterative weighted least squares (IWLS) 

method over the ordinary least squares (OLS) for error term optimization, and their use 

of the GARCH model to derive estimators, illustrates their distinct analytical 

framework. 

Chan and Gray (2018) reveal how the realized volatility (RV) of Treasury 

securities is directly impacted on the day of macroeconomic news releases. Their 

analysis discloses an evident impact of unemployment rate announcements on RV, 

unlike Nonfarm Payrolls (NFP) announcements, which appear to leave RV unaffected. 

Additionally, they observe that S&P500 RV does not escalate in response to Federal 

Funds Rate (FFR), NFP, and unemployment rate disclosures by the FOMC. Employing 

a Monte Carlo simulation to model the stochastic arrival of volatility jumps, they 
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conclude a consistent alignment of volatility rises with the communication of the 

Employment Situation Report, following broad simulations. Contrastingly, Heinlein R. 

and Lepori G. M. (2022) delve into the interplay between macroeconomic surprises 

and the monetary policy framework in the UK, highlighting how unexpected shifts in 

economic indicators, such as output and inflation, potentially provoke monetary policy 

adjustments by the Bank of England. Their hypothesis suggests that positive economic 

surprises are likely to strengthen companies' net cash flows, prompting a monetary 

tightening stance by the central bank. This concept extends to scenarios where inflation 

exceeds expectations, further triggering a contractionary monetary response. 

In the analysis of how monetary policy announcements affect financial market 

operations, diverse opinions identified regarding the impact of these announcements 

on market liquidity and volatility. Smales L.A. and Apergis N. (2017) provide one 

angle, investigating liquidity fluctuations in financial markets following 

announcements by the FOMC, with a particular emphasis on the futures market for 10-

year Treasury notes. They argue that the theme and tone of FOMC decisions and 

accompanying narratives significantly influence liquidity metrics in what is considered 

the most liquid bond futures market. On the other hand, Hussain S.M. (2011) presents 

a different perspective by studying the effects of monetary policy shifts on stock indices 

in key European countries and the US. Employing high-frequency intraday data, such 

as 5-minute price quotes, Hussain S.M. (2011) delivers a detailed examination of how 

markets respond to changes in policy. This approach is significantly different from that 

of Smales L.A. and Apergis N. (2017), who also analyze intraday data but broaden 

their scope to encompass 1-, 5-, and 30-minute intervals. The difference in the level of 

detail analyzed by these studies brings a significant discussion on the most effective 

observation frequency for accurately describing the market's adjustment to liquidity 

norms following an announcement. 

By dividing a comprehensive dataset covering the period from May 1999 to 

December 16, 2015, Smales L.A. and Apergis N. (2017) categorize the effects of these 

announcements into surprise estimates and linguistic components, analyzing their 

subsequent impact on the Federal Funds target rate (FFTR). Their methodology 

accurately accounts for the nuanced ways in which the substance and presentation of 

FOMC declarations affect market liquidity, employing metrics such as the quoted bid-

ask spread and total volume of contracts to estimate liquidity changes. This approach 

not only underscores the significance of announcement complexity and length but also 

highlights the critical trading window on the Chicago Mercantile Exchange, marking a 

focused attempt to translate the immediate effects of monetary policy on U.S. Treasury 

futures. On the contrary, Hussain S.M. (2011) extends the analysis to a broader 

geographical scope, encompassing monetary policy decisions from the European 
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Central Bank (ECB), Bank of England (BOE), Swiss National Bank (SNB), and FOMC 

over an 8-year period from 2000 to 2008. Hussain's S.M. (2011) study is distinguished 

by its use of high-frequency intraday data, including 5-minute price quotes, to examine 

the consequences of policy announcements on stock indices across major European 

economies and the US. This broader examination enables a detail analysis of market 

reactions to policy shifts within and beyond the U.S., factoring in the specific trading 

hours that define market responses in different regions. The author’s comprehensive 

approach not only captures a wide array of monetary policy sources but also offers 

insight into the temporal dynamics of market adjustments following policy 

announcements. 

While Smales L.A. and Apergis N. (2017) provide a chronological breakdown 

of liquidity's reaction to policy announcements, highlighting a nuanced interaction of 

anticipation and reaction within market dynamics, Hussain S.M. (2011) offers an 

examination of policy surprises' immediate impact on market volatility and returns. 

Smales L.A. and Apergis N. (2017) utilize a quantitative methodology to explore the 

dynamics between monetary policy announcements and the liquidity within financial 

markets, employing a panel regression analysis fixed on liquidity metrics observed at 

1-, 5-, and 30-minute intervals. Their findings reveal a phased liquidity response 

pattern: an initial stage marked by diminishing liquidity and volume preceding the 

announcements, a surge in trading activity and reduced spreads and depths on the 

announcement day, followed by a phase where liquidity slowly rebounds despite 

sustained high trading volumes and activity levels. In a parallel analysis, Hussain S.M. 

(2011) categorizes monetary policy announcements into target and path surprises, 

adopting a categorization analogous to Smales L.A. and Apergis N. (2017) but 

extending its utility across both the European and U.S. markets. Utilizing 3-month 

Euribor and Eurodollar futures data, Hussain S.M. (2011) differentiates between actual 

policy decisions and market anticipations, employing a standardization technique that 

normalizes the surprise element. This approach, established on high-frequency data, 

allows a nuanced separation of monetary policy effects from concurrent 

macroeconomic news, thereby mitigating the risks associated with endogeneity and 

omitted variable biases. Hussain's S.M. (2011) analytical framework, which 

incorporates an ARMA model to examine stock index returns, stands in comparative 

assistance to methodology of Smales L.A. and Apergis N. (2017), offering a distinct 

yet complementary perspective on the market's response to policy communications. 

Both studies underscore the critical role of the business cycle in shifting the 

effects of monetary policy announcements, suggesting that market reactions are not 

uniform but rather depend on broader economic contexts. The findings of Smales L.A. 

and Apergis N. (2017) suggest that unexpected tightening of monetary policy and 



22 
 

increases in statement complexity generally decrease liquidity but increase trading 

volumes, a dynamic that shifts with economic conditions such as recessions or periods 

of quantitative easing. Interestingly, the effect of statement complexity on market 

reactions appears to fade over time, indicating a possible adaptation or evolution in 

market participants' interpretative capabilities. Contrarywise, Hussain's S.M. (2011) 

examination of monetary policy surprises across European and U.S. markets 

underscores the varied responses to policy announcements. The results of Hussain S.M. 

(2011) show that ECB surprises often deviate from market expectations, affecting 

interest rates more significantly than expected, while FOMC and other central banks' 

surprises yield different market reactions, with notable variations in volatility and 

return patterns following announcements. Particularly, Hussain points out the 

significant impact of ECB press conferences, suggesting they introduce vital 

information that severely influences market volatility. This indicates a differential 

market sensitivity to the nature of policy announcements and the specificity of the 

information communicated. 

The growing impact of policy decisions on the volatility of financial markets is 

highlighted in the work of Baker et al. (2019), who developed an Equity Market 

Volatility (EMV) tracker designed to quantify the influence of policy announcements 

on the fluctuations in stock prices. To construct this tracker, they aggregate data from 

leading U.S. newspapers regarding stock market volatility, alongside volatility indices 

(VIX) and the daily RVs of the S&P500, covering the years from 1985 to 2015. Their 

methodology categorizes the collected articles into thirty distinct groups based on the 

type of policy being discussed. Initial analysis of this categorization underscores the 

significance of each group, revealing a correlation with patterns observed in the VIX 

data and S&P500 daily RVs. The analysis indicates that fiscal policy, particularly tax 

policy, leads the discussion in about 35% of the EMV-related articles. Monetary policy 

topics are the focus of around 30%, regulatory issues cover about 25%, and national 

security concerns are addressed in approximately 13% of the articles. The EMV tracker 

is praised for its clarity, transparency, and flexibility, offering a tool that can be easily 

expanded for global application and adapted to different timeframes. 

Moving away from traditional methods observed in the literature, Baker et al. 

(2019) present a distinctive methodology for analyzing the impact of policy 

announcements on market volatility. Their method contains the use of three defined 

sets of terms categorized as E (economic, economy, financial), M (stock market, 

equity-related terms, and S&P index), and V (volatility and related terms like 

uncertainty and risk). This nuanced method, employing a 30% sample of the total 

dataset covering the period from 1990 to 2015, distinguishes for its lack of country-
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specific data, thereby extending its applicability outside the United States to a global 

context.  

The datasets consist of articles containing at least one term from each of the E, 

M, and V categories from an expansive list of eleven major U.S. newspapers. This 

comprehensive approach provides a rich foundation for their analysis. Unlike previous 

studies, Baker et al.'s (2019) model measures the impact of policy on equity market 

volatility through a new formula: the ratio of articles focusing on specific policy issues 

to the total dataset, adjusted by the EMV monthly tracker. This unique approach not 

only highlights the significant role of policy announcements in influencing market 

dynamics but also offers flexibility in evaluating the effect of different policy types on 

stock volatility through robustness checks. This new approach in methodology 

generates an interesting discussion about the best ways to analyze and grasp the 

complex effects of policy announcements on financial markets. 

Differing from previous studies, Baker et al. (2019) uncover distinct insights 

into the dynamics of policy-driven stock market volatility. Unlike earlier analyses that 

may have focused on singular data sources or specific policy impacts, Baker et al. 

(2019) highlight the increased accuracy in volatility tracking achieved through the 

collection of information from a diverse array of newspapers. This approach stands 

away from narrower datasets, highlighting the value of a broad media spectrum in 

capturing the nuances of market fluctuations. Furthermore, the robustness of their 

EMV metric under various newspaper weighting schemes, especially with a baseline 

of eleven newspapers, sets their methodology apart by showing stability in their 

analytical framework. Their analysis, revealing an increasing influence of policy 

decisions - mainly Monetary and Tax Policy - on stock market volatility, offers a more 

extensive time frame than the data presented in other studies. 

Fiscal policy surprises represent a critical measurement of uncertainty in 

emerging stock markets, often highlighting significant market reactions. These 

unexpected announcements regarding government spending and taxation can greatly 

influence investor sentiment and market dynamics, underscoring the complex 

relationship between fiscal policy decisions and the financial health of emerging 

economies. Lee et al. (2022) delve into the nuanced dynamics between fiscal policy 

surprises and the performance of emerging stock markets, specifically focusing on 

Malaysia's Kuala Lumpur Composite Index (KLCI). Their study distinguishes between 

the effects of expanding versus restrictive fiscal news, employing an array of economic 

indicators, including the budget balance-to-GDP ratio and various proxy measures for 

monetary policy and economic conditions, to construct their model. Particularly, the 

study extents from 1997 to 2018, employing an asymmetric error correction model to 
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address the non-linear impacts of fiscal policy on the stock market, a methodological 

choice that underscores the complexity of fiscal policy's market effects. 

In contrast, Švéda et al. (2022) adopt a distinct approach in assessing the 

influence of fiscal announcements on bond yields within several European countries. 

Their dataset, accurately collected from FACTIVA and focused on fiscal 

announcements, covers a broader period from 2000 to 2019. The selection of terms for 

analysis - country names, relevant personnel, and the content of fiscal news - mirrors 

the methodological rigor seen in Baker et al. (2019), albeit with a focus on the fiscal 

announcements. Their analytical framework, which categorizes the reaction of fiscal 

announcements and considers the timing of news effects, reflects a complex attempt to 

capture the immediate and nuanced responses of bond markets to fiscal news. 

The methodologies of Lee et al. (2022) and Švéda et al. (2022) highlight the the 

various perspectives through which fiscal policy impacts can be examined across 

different financial markets. While Lee et al. focus on the stock market within a single 

emerging economy, employing a detailed set of economic proxies and a time-series 

analysis to assess fiscal policy effects, Švéda et al. extend their study to several 

European nations, analyzing bond yields through the integration of fiscal news and its 

sentiment. Similarly, to the methodology used by Baker et al. (2019), Švéda et al. 

(2022) also use three sets of terms, however the dataset is different in a way that the 

first set represents the country, the second set represents the person related to the news, 

and the third set represents relevant content of the issued news, terms relevant to fiscal 

policy. 

In their analysis, Švéda et al. (2022) categorize the impact of fiscal news using 

a scoring system: a hawkish announcement is scored as +1, neutral announcements as 

0, and dovish announcements as -1. When several announcements happen on the same 

day, the most significant announcement is taken for their analysis. The similar 

approach is conducted by Heinlein R. and Lepori G. M. (2022), with slight 

modifications in the timing criteria. Švéda et al. (2022) assume that the influence of an 

announcement persists until 4:58 PM, meaning any news disclosed after this time is 

considered for the following day, while news communicated over the weekend is 

attributed to the next Monday. The data shows that news related to finance ministers is 

more common than news about prime ministers, with more reports tending to be 

hawkish. Additionally, the analysis highlights Italy, Poland, and Hungary as countries 

that implemented austerity measures more often in the period leading up to the 

European sovereign debt crisis. 

Lee et al. (2022) and Švéda et al. (2022) offer observations on how fiscal policy 

and announcements influence market behavior, highlighting both differences and 
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similarities in their results. Lee et al. (2022) identify an asymmetric influence of fiscal 

policy on Malaysia's market returns, with particular variables like OIL and REER 

showing a evident impact in both short and long terms. Specifically, they highlight a 

non-linear relationship between RGDP, CPI, and the KLCI in the long term, along an 

asymmetric effect of fiscal policy in the short term yet noting insignificant impact of 

fiscal policy announcements on KLCI directly. On the other hand, Švéda et al. (2022) 

explore more the broader effects of fiscal announcements across European markets, 

finding that announcements generally have a negative and significant impact, 

regardless of whether they communicated from finance ministers or prime ministers. 

Their analysis extends to control variables that signal volatility and uncertainty, 

revealing patterns of reduced liquidity and increased yield spreads, alongside declines 

in stock indices. Interestingly, their research suggests that announcements related to 

prime ministers have more influence than those related to finance ministers, a 

distinction that may reflect the credibility and impact of the source on market 

expectations and reactions. 

There are also studies which show how the disclosure of stress test results 

affects financial markets. Alves et al. (2015) explore the significance of stress test 

communications, questioning whether such disclosures influence market dynamics or 

if the effects are quickly absorbed into trading prices post-announcement. Going 

further, Sahin et al. (2020) extend the investigation to the US market, analyzing the 

consequences of stress test result disclosures on credit risk and equity prices. Their 

work not only repeats the themes addressed by Alves et al. (2015) but also broadens 

the scope to examine the impacts on both systemic and systematic risks. 

Both Alves et al. (2015) and Sahin et al. (2020) employ event study 

methodologies with distinct approaches and datasets. Alves et al. (2015) collect a 

comprehensive dataset focusing on Western European financial stocks and CDS 

markets, involving 171 financial stocks, of which 101 were directly involved in the 

2010 and 2011 stress tests. They further include 104 banks as reference entities in the 

CDS market, observing between those subjected to stress tests and not, to form a 

control group. Their data, sourced from Bloomberg and the European Banking 

Authority (EBA), contains stock prices, CDS market spreads, and benchmark national 

prices. Sahin et al. (2020), however, narrow their focus to the U.S. market, analyzing 

stock returns of banks that experienced U.S. stress tests from 2009 to 2015. Their 

dataset also includes the S&P500 returns index and 5-year senior CDS spreads but 

uniquely contains the CDX Investment Grade Index to reflect broader market 

sentiment. This inclusion, alongside the exclusion of holidays and limited trading days, 

marks a methodological deviation from Alves et al. (2015) and Švéda et al. (2022). 
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In terms of methodology, Alves et al. (2015) employ a comprehensive event 

study analysis over both short (5-day) and long (10-day) windows post-announcement, 

calculating the impact on CDS through returns of a synthetic bond and analyzing 

cumulative abnormal returns (CAR) using cross-sectional methods to adjust for 

market-wide effects. They also divide their dataset into control and treatment groups, 

with the treatment group categorized based on how banks perform in stress tests, to 

study changes in stock price volatility using GARCH models and May’s U-test. On the 

contrary, Sahin et al. (2020) assess a more concise 3-day event window, with a broader 

255 trading day estimation window to capture the immediate market reaction to stress 

test disclosures. Their approach to calculating CAR involves regressing individual 

bank CDS spreads against a broader market index, using a non-parametric generalized 

rank test to address time series correlation issues. 

Alves et al. (2015) and Sahin et al. (2020) both investigate the impact of stress 

test disclosures on financial markets, yet their findings differ. Alves et al. (2015) 

highlight the nuanced reactions within European CDS and stock markets to stress test 

communications, observing an alignment between these markets across successive 

stress tests. They observe a distinguished market integration of stress test information, 

advising that the CDS market, possibly due to its participants' access to more detailed 

information, responds differently compared to the stock market. Interestingly, their 

analysis indicates that riskier financial institutions reveal more pronounced reactions 

in both CDS and stock prices upon the disclosure of stress tests, particularly evident 

during the first stress test. This points to a market sensitivity to the perceived risk levels 

of financial institutions to stress test outcomes. 

In contrast, Sahin et al. (2020) extend the analysis to the U.S. context, 

particularly examining the impact of the SCAP stress test in 2009 combined with 

subsequent Fed stress tests. They argue that the SCAP stress test employs a more 

significant influence on market movements, relating this to the test's credibility and the 

banks' self-conducted estimates it incorporated. The timing and financial conditions 

containing the stress tests are viewed crucial in controlling the market's valuation of 

the information published. Their findings suggest a general positive reaction in stock 

markets and a negative reaction in CDS spreads following stress test disclosures, 

although the responses to post-crisis stress tests show variability and are not 

consistently positive. Particularly, Sahin et al. (2020) observe no difference in market 

reactions between Systemically Important Financial Institutions (SIFIs) and non-SIFIs, 

highlighting a uniform perception of systemic and systematic risks across the banking 

sector. Their longitudinal analysis across different years reveals that systemic and 

systematic risks tend to decrease following stress test disclosures, particularly in years 
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where stress tests were perceived as more credible, thereby confirming the role of stress 

tests in enhancing bank transparency and market stability. 

Numerous studies across meta-analysis have explained the impact of 

macroprudential measures on asset pricing and credit risk, supporting the effectiveness 

of these tools when implemented. It is observed that the influence of macroprudential 

policies is more softened during periods of economic stability when policies are made 

stricter. Nevertheless, the adoption of such measures is crucial for reducing 

vulnerabilities, increasing the economy's capacity to withstand shocks, and lowering 

the likelihood of future economic downturns. The effectiveness of policy adjustments 

is significantly determined by their magnitude and direction, with tightening measures 

exercising a more evident effect. Reviewing the literature reveals that the response to 

the COVID-19 pandemic, particularly the relaxation of capital requirements, played an 

essential role in keeping credit flow to the economy, mentioning the potential benefits 

of maintaining positive neutral buffers in the future. Additionally, the evidence points 

towards the lasting impact of macroprudential policies, especially those targeted at 

borrowers, highlighting the value of their proactive application in securing long-term 

advantages (Biljanovska N. et al., 2023). 

In their research, the authors expand upon existing literature regarding the 

impacts of macroprudential policy tools, particularly focusing on how these tools 

interact with other policy measures within emerging markets and developing 

economies throughout the 2001-2018 timeframe. Utilizing the Macroprudential Policy 

Database collected by the IMF, which includes monthly records of macroprudential 

actions (either as tightening or loosening) represented as dummy variables for 17 

different macroprudential policy instruments, they categorize the dataset into three 

distinct actions: tightening, loosening, and unchanged. Additionally, they analyze three 

types of indices: a comprehensive index, an index focused on borrower-oriented 

measures - TVDSTI - and an index dedicated to lender-oriented measures. To 

determine the impacts of changes in macroprudential policies, the study employs a 

fixed effect ordered logit model. The effect of monetary policy is investigated through 

the residuals of a simplified Taylor rule, while fiscal policy impacts are measured using 

a fiscal-response-function. The comprehensive empirical framework makes use of the 

local projection method to integrate these analyses. 

The findings indicate that over the 2001 to 2018 period, tightening measures 

accounted for more than 40% of all macroprudential policy adjustments, yet a 3% of 

these adjustments were due to macroprudential policy actions without influence from 

other policy areas. The analysis demonstrates a noticeable effect of policy interactions 

in emerging markets and developing economies, where foreign exchange interventions, 
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macroprudential, and fiscal policies mutually strengthen each other, leading to a more 

significant impact on credit risk. Contrastingly, such policy interactions are notably 

lacking in advanced economies. 

Despite a big number of studies on the impacts of macroprudential policy tools, 

there remains a notable gap regarding the specific effects of macroprudential policy 

announcements on stock market valuations. Bluwstein and Patozi (2022) delve into 

this area by examining how unexpected macroprudential policy announcements 

influence systemic risk. They collect a dataset of 44 macroprudential policy 

announcements from the UK spanning 2009 to 2019, utilizing the ECB’s 

Macroprudential Policies Evaluation Database (MaPPED) as a primary source. This 

database records over 2000 macroprudential policy actions across 28 EU countries 

from 1995 to 2017, encompassing a broad spectrum of policy tools such as capital, 

asset, and liquidity measures. For announcements post-2015 up to 2019, the authors 

draw on various sources including Financial Stability Reports, Prudential Regulation 

Authority Supervisory and Policy Statements, Financial Policy Committee Policy 

Statements, Basel III, and European Banking Authority publications. By transforming 

MaPPED’s monthly data into daily increments, they improve the analysis and 

categorize the data by specific policy instruments. To mitigate the issue of data overlap, 

they adopt a method similar to Švéda et al. (2022), extracting relevant news from the 

FACTIVA database using keywords like ‘monetary policy’, ‘banks’, ‘financials’, 

‘unemployment’, ‘earnings’, and ‘inflation’. This process results in a final sample 

comprising 8 distinct macroprudential policy announcements. 

Bluwstein and Patozi (2022) undertake an evaluation of how macroprudential 

policy announcements influence the financial markets by focusing on the equity returns 

of the six largest banks listed on the London Stock Exchange. They gather data on 

equity prices, trading volumes, and CDS spreads from Bloomberg, with the FTSE All 

Share Index serving as the market variable due to its full coverage of 600 companies. 

To estimate the impact of these announcements on the UK's systemic risk, they utilize 

the Composite Indicator of Systemic Stress (CISS), which is good for signaling 

financial sector stress and instability. For additional validation of their findings, the 

authors incorporate the Marginal Expected Shortfall (MES) and the FTSE100 Implied 

Volatility Index (VIXUK) into their robustness tests. Both metrics are effective in 

detecting financial conditions characterized by stress and instability. 

The authors present a new approach in their study by constructing a pricing 

model to capture the effects of macroprudential policy shocks, identifying the absence 

of a direct financial instrument for such analysis. They apply a simplified CAPM 

model, identifying four key channels through which macroprudential policy can 
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influence the pricing model: impacts on banks’ future profitability, probability of 

default, risk premium, and information effects from the Central Bank. This 

methodology shares similarities with other studies, employing an event study approach 

with a defined short window around the event for analyzing the significant deviation 

in abnormal returns and CDS spreads. However, their estimation window, set from 261 

days to 2 days prior to the announcement, differs from methodologies used in other 

studies like those by Alves et al. (2015) and Sahin et al. (2020). 

The study stands out by assessing the effect of macroprudential policy 

announcements on systemic risk using the local projection method, similar to the 

approach by Biljanovska N. et al. (2023), emphasizing the assumption that financial 

markets do not immediately absorb released information. The methodology accounts 

for variables like exchange rate fluctuations and economic uncertainty, with robustness 

tests including a quasi-placebo test aimed at evaluating systemic risk in China, 

highlighting the nuanced impact of macroprudential policies across different financial 

systems. 

Bluwstein and Patozi (2022) discover that macroprudential policy 

announcements can significantly reduce systemic risk in the short term across equity 

and bond markets. Their findings indicate that almost half of the macroprudential 

policy announcements influence bank stock returns in the UK, with a major effect on 

banks’ profitability and a minor impact on CDS spreads. The study emphasizes the 

unpredictable nature of the overall effects of policy surprises and challenges the ability 

of financial conditions to forecast future macroprudential policy adjustments. The 

analysis confirms the big role of macroprudential policies in mitigating systemic risk, 

with the peak effect occurring around 36 trading days post-announcement, suggesting 

an ongoing adjustment by banks to new regulatory requirements. This effect is 

particularly noted in the outcome of the Global Financial Crisis, with a reduction in 

systemic risk observed in the bond and equity markets of both financial and non-

financial institutions, albeit without absolute evidence linking this reduction to the 

money and forex markets. 
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Greeks). Since the analysis is also aimed to capture the effect of economic 

circumstances, I selected the countries participated in the GFC: Greece, Ireland, 

Portugal, Spain, Italy. In addition to that the selection is expanded to countries with 

advanced economies: France, Netherlands, Sweden, Switzerland, Germany, Denmark 

and Norway. Even though Switzerland is not a member of the European Union, it is 

tied closely with the EU and like other EU countries adopts macroprudential policy 

measures. Table 1 displays all parameters used for news collection. 

Furthermore, I remove unnecessary information from the data provided by 

FACTIVA based on selected keywords, leaving only financial market news in the 

subject section and Europe in the region section. The first dataset also contains 

communications related to the UK, which stay in the dataset. Adding the UK financial 

stability news to the sample offers a broader perspective on the European financial 

scene, recognizing the ongoing impact of UK decisions and events on markets across 

Europe. This inclusion enriches the analysis of European markets, providing a more 

detailed understanding of the complex relationships and interactions between the 

British and European financial systems. As a final step, I merge two datasets and 

remove all duplicates. 

The merged news dataset contains 741 articles covering European countries and 

the UK for the period from 2 February 2001 to 10 October 2023, including 503 articles 

covering the European area for the period from 2 February 2001 to 26 June 2023 and 

238 articles covering the UK for the period from 28 October 2008 to 10 October 2023.  

The data analysis shows that there are clear patterns and changes in the 

frequency of announcement releases over the sampled period (Figure 1). A drop in 

news releases is evident during the GFC (2007-2008), possibly due to the lack of well-

established macroprudential frameworks during that period. Without strong 

macroprudential tools and policies in place, fewer announcements may have been made 

regarding these measures. It is likely that policymakers and regulators were more 

focused on taking urgent crisis response actions like offering liquidity support, adding 

capital, and adjusting interest rates. During the Eurozone Sovereign Debt Crisis (2010-

2014), there were more news releases, especially in 2010 and 2014. This increase in 

news may show a stronger emphasis on financial instability and problems in the 

banking sector, highlighting the growing importance of macroprudential policy 

interventions. The higher number of announcements might suggest a greater use of 

these policies during this challenging time. Despite the expected raise in news releases 

during times of economic uncertainty like Brexit negotiations, COVID-19 pandemic, 

and the Ukraine conflict, data indicates only a slight increase in announcements. This 

implies that even though these events were major, the number of formal 
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nature of bonds. A more powerful euro could reduce European export competitiveness 

leading to decreases in companies' stock prices that rely heavily on exports. Monetary 

policy decisions made by the European Central Bank are influenced by exchange rates 

and can affect inflation as well as bond prices. I assume the Standard & Poor's 500 

index is a major indicator of health for the economy as well as investors’ feelings. And 

it can cause changes in European stock prices because countries are connected globally.  





44 
 

increase the power of the tests, offering a better understanding of how events impact 

panel data over time and cause changes. This strategy leverages the benefits of both 

approaches.  

The standard formula of Pooled OLS event study method follows the following 

form:  

  

I adjust the model (1) to this study and add short-term and long-term event 

windows. The regression model, aimed at capturing the effect of macroprudential 

policy measures in the whole European area on the 10-Y Euro Government Bond 

yields, has the following form: 

 

where ΔYIELDi,t+h is the change in yield for bond for unit i at the time t+h with 

a 10-year maturity with h equals from 1 to 5 days and 10 days, α is the intercept term 

for the model at horizon h, which is the expected change in yield when all other 

variables are zero, βh,k coefficients measure the impact of announcements relative to 

time t (positive values represent the period after), ANNOUNCEMENTi,t+k represents 

the event indicators, δ represents the effect of changes in control variables Xi,t+h (3M 

EURIBOR, Exchange Rate, S&P 500) for unit i at the time t+h, γ captures the 

relationship between the change in yield at time t−1 and the change in yield at time 

t+h, and εi,t is the error term. 

The regression model, aimed at capturing the effect of macroprudential policy 

measures in the whole European area on stock indices, has the following form: 

 

where ΔSTOCKi,t+h is the change in stock price index for unit i at the time t+h 

with h equals from 1 to 5 days and 10 days, α is the intercept term for the model at 

horizon h, which is the expected change in stock indices when all other variables are 

zero, βh,k coefficients measure the impact of announcements relative to time t (positive 

values represent the period after), ANNOUNCEMENTi,t+k represents the event 
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indicators, δ represents the effect of changes in control variables Xi,t+h (3M EURIBOR, 

Exchange Rate, S&P 500) for unit i at the time t+h, γ captures the relationship between 

the change in stock indices at time t−1 and the change in yield at time t+h, and εi,t is 

the error term. 

The regression model, aimed at capturing the effect of macroprudential policy 

measures in the whole European area on the volatility index, has the following form: 

 

where VSTOCKi,t+h is the change in VSTOXX index for unit i at the time t+h 

with h equals from 1 to 5 days and 10 days, α is the intercept term for the model at 

horizon h, which is the expected change in volatility stock indices when all other 

variables are zero, βh,k coefficients measure the impact of announcements relative to 

time t (positive values represent the period after), ANNOUNCEMENTi,t+k represents 

the event indicators, δ represents the effect of changes in control variables Xi,t+h (3M 

EURIBOR, Exchange Rate, S&P 500) for unit i at the time t+h, γ captures the 

relationship between the volatility stock indices at time t−1 and the volatility at time 

t+h, and εi,t is the error term. 

Models (2), (3), and (4) can examine the overall effect of macroprudential 

policy announcements on the dependent variables (1 if there is an announcement, and 

0 if there is no announcement). However, to understand how the announcement of 

specific policy announcement impacts the spread I need to add a categorical variable 

DIRECTION, indicating the nature of the measure, -1 for loosening, +1 for tightening. 

Thus, the regression models are defined as follows: 

 

 

 

where DIRECTIONi,t+k is a categorical variable indicating the policy direction 

for entity i at time t+k where k ranges from 1 to 5 and to 10 with -1 representing 
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6. Conclusions 

This study is aimed at discovering whether the macroprudential policy and 

financial stability announcements affect the government bond spreads, stock prices and 

market volatility. Furthermore, this study sheds light on the announcement’s direction 

towards tightening or loosening stance and how the financial market impact varies 

depending on the specific announcements. In this study I am also interested in whether 

financial markets are influenced by other economic conditions. 

To accomplish this, I constructed a unique macroprudential and financial 

stability news dataset for the European area. Furthermore, I reduce the keywords 

selection, comparing to similar studies on other topics, to be able to draw a conclusion 

from a big news selection and avoid gathering of only particular news. The news for 

my dataset is collected from FACTIVA database precisely the Reuters news.  

I conduct the analysis using daily financial data on a long period from 2001 to 

2023 to study how macroprudential policy communications are made and if they play 

a significant role in financial stability. I exploit a standard event study methodology to 

investigate how macroprudential policy announcements affect financial markets. The 

analysis considers both short-term (1 to 5 days) and long-term (10 days) event windows 

to observe the immediate and delayed effects on financial markets. By using Pooled 

OLS, I study the impact of policy announcements not on stock and bond prices directly, 

but on the changes of stock index and bond yields. I expand my analysis and study the 

direct effect of announcements on market volatility within 1 day. Moreover, I study the 

announcements’ directional effect, incorporating tightening and loosening categorical 

variables.  

This study focuses on the European area, including the UK announcements as 

well. Additionally, I conduct a country-specific analysis on the following countries: 

Czech Republic, Germany, Spain, France, Greece, Ireland, Sweden, and the UK.  

The study discovers that macroprudential policy announcements notably raise 

changes in 10Y Government bond yields two days after their release, with the increase 

continuing into the fourth and fifth days, as proven by statistically significant effects. 

However, on the first, third, and tenth days following the announcement, changes in 



77 
 

bond yields remain unaffected. The rise in bond yield changes after macroprudential 

policy and financial stability announcements might reflect investors' reassessment of 

risk premiums, expecting stricter financial conditions that could affect corporate profits 

or economic growth indirectly. This delayed effect could happen from the time needed 

for investors to analyze the consequences of these announcements on specific sectors 

or the overall financial environment. The effect on changes in stock prices shows that 

announcements substantially boost changes in stock prices, but this impact surfaces 

only on the fifth day, with no significant influence noted on other days or over a broader 

10-day period. A possible reason for this delayed reaction could be the lack of clearness 

regarding what this news indicated so people had to understand them properly and 

adjust accordingly. Despite previous assumptions, announcements appear not to affect 

the volatility of the market at all, hence challenging the idea they add anything to 

market volatility movements. The absence of a significant effect on market volatility 

could suggest that macroprudential announcements are generally identified as 

measures that improve, rather than weaken financial stability. 

The results of specific policy announcements conclude that tightening 

announcements significantly increase changes in bond yields two and four days 

following the communications, while loosening announcements begin to have a 

significant positive effect starting three days afterward. Albeit, neither tightening nor 

loosening announcements influence changes in stock prices or market volatility. These 

insights confirms that bond markets are very sensitive to changes in interest rate 

expectations, which are directly influenced by macroprudential policies aimed at 

controlling financial stability. While for stock markets there might be a reaction to 

broader economic indicators, which might not be immediately or directly impacted by 

macroprudential adjustments. No changes in market volatility might indicate these 

announcements are not viewed as threatening. 

The country specific results show that announcements have a significant 

immediate impact on changes in bond yields in Spain and France, leading to an 

increase, but this effect is not observed across other sampled countries. There's also a 

notable delayed influence on changes in bond yields in Spain and Ireland, again causing 

an increase, yet this impact is not present in the remaining countries examined. In terms 

of changes in stock prices, announcements have an immediate negative effect in 

Sweden, but no immediate impact is detected in other countries. As for the delayed 

effect, changes in stock prices in Germany and France experience a decrease following 
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the announcements, while in Greece, they increase. The observations suggest that some 

countries might have more sensitive bond markets than other countries. Moreover, 

more liquid markets react very quickly after announcements. Other reasons could be 

investors’ sentiments or financial challenges. 

Tightening announcements have an immediate positive effect on changes in 

bond yields in Spain and France, indicating a sensitivity to such announcements in 

these countries. On the contrary, the immediate effects of loosening announcements 

vary: they increase changes in bond yields in France but decrease them in the UK. 

Delayed effects of tightening also boost changes in bond yields in Spain and Ireland, 

while delayed loosening effects are mixed, raising changes in bond yields in Germany 

but lowering them in the UK. In terms of stock market responses, both tightening and 

loosening announcements lead to a decrease of changes in stock prices in Sweden 

immediately. Over time, tightening announcements result in stock price changes 

increasing in Greece but lowering these changes in Germany and France. Meanwhile, 

delayed effects of loosening announcements reduce changes in stock prices in France 

but increase them in Germany. These varying responses show that the effect of 

macroprudential policy announcements can appear to be different due to distinctive 

regional market dynamics and economic environments.  

The study of how country-specific news impact the European market indicators 

highlights news from France, Greece, and Ireland significantly influences changes in 

European bond yields, with French announcements leading to a decrease and Greek 

and Irish to an increase. German announcements also impact yields, but with a delayed 

negative impact. For changes in European stock prices, Irish announcements lead to 

decreases, while Swedish announcements leads to increases in the European STOXX 

index. Additionally, announcements from France and Ireland significantly increase 

overall market volatility in Europe. 

To determine whether other economic conditions have an impact on financial 

markets, I further study the effect of each control variable for the whole European area 

and for the sampled countries. Changes in the Euribor positively impact changes in 

bond yields from the first to the third day after an announcement, with continued effects 

observed on the fifth day. In the stock market, changes in the exchange rate and the 

S&P 500 consistently and positively affect changes in stock prices across all event 

windows. Interestingly, while the Euribor shows no impact on market volatility, the 
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S&P 500's increase associates with a decrease in European market volatility, 

suggesting an inverse relationship between U.S. equity market performance and 

European market volatility. Moreover, the exchange rate has a positive effect on market 

volatility.  

The country specific results shed light on other economic variables and their 

importance in prediction of financial market fluctuations. The effects of 

macroeconomic variables like Euribor, exchange rates, and the S&P 500 index have 

distinct and significant impacts on financial market variables across various countries. 

The Euribor shows a mixed effect on bond yields: the change of this factor negatively 

affects changes in bond yields in France, Greece, and Ireland, while there is a positive 

impact in the UK and Czech Republic. Exchange rates also vary in their impact; their 

changes generally have a negative effect on changes in stock prices across most 

countries, except for Greece, where they increase changes in stock prices. The 

influence of changes in S&P 500 index is also notable; it positively affects changes in 

stock prices in Czech Republic, Germany, France, Greece, and Ireland, but shows a 

negative relationship with market volatility in Spain and has no significant effect on 

changes in bond yields. 

The study highlights the importance of macroprudential and financial stability 

communications revealing how such announcements significantly raise changes in 

bond yields shortly after their release, while there is a significant but delayed effect of 

announcements on stock prices, which increases changes in stock prices only on the 

fifth day following the announcement. The analysis discovers that both tightening and 

loosening macroprudential policies have diverse effects on financial markets, which 

are also influenced by other significant economic factors like Euribor rates, exchange 

rates, and the S&P 500 index. Furthermore, French announcements lowers changes in 

European bond yields, while Greek and Irish announcements raise them, and German 

announcements lead to a decrease with a delayed effect. The European stock market 

shows that Irish announcements decreases changes in stock prices, while Swedish 

announcements increases them, and announcements from France and Ireland increase 

market volatility across Europe. This study enhances understanding of how financial 

markets respond to macroeconomic news, emphasizing the complexity of these 

dynamics. 
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