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ABSTRACT

In contrast to the majority of literature that focuses on financial product volatility during financial
crises, this paper stands as the first study delving into the asymmetric threshold effects on the
volatility of intermediate-term and long-term U.S. Treasury bond futures prices during the
inverted yield curve period.

We present compelling evidence confirming the presence of both TAR (Threshold
AutoRegressive) and MTAR (Momentum Threshold AutoRegressive) effects within the sample
period. Using a synchronous grid search algorithm, we simultaneously searched for the optimal
threshold values for TAR and MTAR models. Our empirical findings indicate a reduction in the
volatility of U.S. bond futures prices during the period of yield curve inversion. Moreover,
negative shocks trigger the TAR and MTAR threshold effects, leading to an increase in the
volatility of bond futures prices. Furthermore, our research has revealed that the total effects of
TAR and MTAR models display contrasting correlations in response to market shocks.
Consequently, if the magnitude of market shocks changes exceeds the threshold level, the
influence of the TAR threshold effect could be offset by the MTAR effect. As a result, the
determination of threshold values plays a significant role and simultaneously reflects the volatility
sensitivity of bond futures. Based on the findings of this study regarding asymmetric volatility
and sensitivity comparisons, the optimal U.S. Treasury futures options trading strategies during
periods of yield curve inversion are to purchase 30-year Treasury bond futures put options or to
buy 10-year Treasury bond futures call options.

This study investigates the varied responses of bond futures volatility to market shocks and
assesses the sensitivity of volatility to these shocks by analyzing how impacts are transmitted
through threshold values and their economic implications.

Keywords:
Yield curve inversion, Asymmetric volatility of bond futures, Volatility sensitivity of bond futures,
SMTAR-GARCH model.

Journal of Business Administration, 2024; 49(4):23-51



Received:June 23", 2024 | Revised: August 20™, 2024 | Accepted: October 8", 2024
DOI: 10.53106/102596272024120494002

REF 2L FERE R GHE R E S W
LR RS Sl X

H | A k2
HERE T Fa S EE S C D
ZW %—‘*L_"g ?ng"

a‘ﬁ—t

5]+ *&v}‘k# AT ST ERS Wlp g de S A2 i—‘ﬁ:’zf“ﬂf;ﬁﬂ:« 7|
#*ﬂFF"’ %5&3:1:&]‘-* Fﬁ SHEHEETET %iﬁf-/ﬁ»ﬁﬂf’“%fi% AR BB R ATEDR

FRCAZ RRIFEZDS ORGP ERTE 0 I F Kp#m’)?_%&p—riwﬂ £ i

ﬂF % A #HEFE 3 TAR (Threshold AutoRegressive) and MTAR (Momentum
Threshold AutoRegresswe)F’“fi:ﬁ:% o B¢ TAR 5 78 % Fi¥F 2 Rk a NIAR #72
S e AR 2 PR o

A RELER T FROGH P AN PTG RA S FHRTE o gLk 7
HAAS PR T > 57 5N o 7 F ¥ ERAZEM K ER > TAR  MTAR 2%
%ﬁ@@gﬂﬁﬁiiﬁw%ﬁ%%wgﬁﬁﬁﬁﬁiﬂoﬁﬁ’ﬁiiﬁéﬂﬁﬁﬁ
% & eh Total TAR ki » 23 3 mzﬁ%&ﬂﬁ&ﬁ@ﬁﬁk$’%%m§&%%
BFEFREFRM RS o R § Y E Total MTAR »c % pF > F @ % FIH &7 B
ﬁwwﬁjwwwg’ﬂ%gﬂ%-ﬂ¢mdnp_ﬁ§%%ﬁ&«*%ﬂﬁkﬁﬁ’ﬂi*
ﬂﬂﬁﬁﬁﬁﬁ‘“'i*wiﬂﬁﬁz'ﬂ A2 SHLA BTk P R R G R
FOGARLEZ > LR P LA ETENLTE 2 B PAEERS L H 8 S o
AR M e Bd A2 g ]ishgn/,,\ffr ’ ff,'*); TR * «V L X Hp F“lj’gﬁ%gﬁﬁfi )3 751"% o H ¥
WS- B3 R E R TR #é’ﬁ%ﬁCall PutsiE » @ & ﬁF %“ e i
F AR A 175 840 E 35 48 Underlying Asset sk 3 o 945 A 2 F RS S 0 |
‘~'u,vjja‘:‘ﬂPF’3 B EBRERIF ARG E0 A ERGH P RPUSF & 10 &5
FRF P E R #ECall) o

Mats .
B S S A E T AR F XY f g 2 - SMTAR-GARCH #°%

Journal of Business Administration, 2024; 49(4):23-51



