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• Key Questions:

• How macroeconomic news, specifically “surprises in macroeconomic data”, impacts 
forecasts and asset prices?

• What biases exist in macroeconomic forecasts?

• How are these surprises incorporated into asset prices across various classes?

• This Paper:

• Developed a real-time nowcast metric for macroeconomic surprises, 

• Considering hundreds of series globally 

• Extending the method by Beber, Brandt, and Luisi (2015).

• Classified macroeconomic series into two categories: economic growth and 
inflation.

• Created a composite measure of surprises, including 'instantaneous announcement 
surprise' and 'revision surprise'.

Main Objective
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Data
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• Daily measure of the current reading of macroeconomic surprises

• Real-time nowcast of macroeconomic surprises across (almost) all 
macroeconomic releases

• US, Eurozone, UK, Japan

• March 1997 to December 2019

• (no financial data) – Central Bank Decisions for example

• Two Main categories:
• Inflation

• Growth

• Output – Industrial Production, Retail Sales

• Employment – Jobless Claims, Unemployment rate

• Sentiment – Consumer Confidence, PMIs

What they do:
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• PCA on the announcement values by category and region
• Use the historical data between 1980 and March 1997 to calculate the

initial correlation matrix per category

• r denotes the regions (UK, Eurozone, etc)

• c denotes the category (Inflation, output, employment, sentiment)

• ω denotes the set of currently active macroeconomic news series at day t

What they do:
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• They also build the two nowcast metrics developed by Beber et al.(2015)

• Actuals: announcement value

• Disagreement ( Ex ante uncertainty ): standard deviation of forecasts

• r denotes the regions (UK, Eurozone, etc)

• c denotes the category (Inflation, output, employment, sentiment)

• ω denotes the set of currently active macroeconomic news series at day t

What they do:
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Behavior of Macroeconomic Surprises:

• Economic surprises do not follow a random walk but display short-term 
autocorrelation, termed 'economic surprise momentum’.

• This momentum is evident across various regions and particularly in growth 
categories.

• Underreaction in economists’ consensus forecasts contributes to this momentum.

Underreaction in Forecasts:

• Changes in forecasts are too rigid compared to actual changes and anchored 
towards previous releases. 

• Consensus forecasts frequently underreact to both:

• Historical trends of a series 

• Surprises in other macroeconomic series.

What they find
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Impact on Asset Prices:

• Macroeconomic surprises are found to predictably influence asset prices.

• Growth surprise nowcasts:

• Positively predict returns on risky assets 

• Negatively predict government bond returns.

• Asset returns are predictable from the next day to three months ahead.

• Surprises on a global scale exert a more significant impact on asset prices than regional 
surprises

• Return predictability suggests market inefficiency due to underreaction in investors’ 
expectations.

• Macroeconomic expectations of forecasters and investors are predictably biased 
generating economic surprise momentum in macroeconomic news and asset prices

What they find
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Empirical Results



Inflation and growth surprises seem to be unrelated
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Inflation and growth surprises seem to be unrelated
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• Global growth surprises behave pro-cyclical

• Inflation surprise fator are more erratic in 
variation and less aligned with periods of 
expansions and recesions

• Inflation and growth surprises seem to be 
unrelated

• Positive surprises are typically followed-up by 
more positive surprises, while negative 
surprises are followed up by negative 
surprises.



Macroeconomic Surprises do not follow a Random walk

• Macroeconomic Surprises do not follow a Random 
walk

• Economic Surprise Momentum

• Observed locally in each region and globally

• Especially present in growth surprises

• Local surprises are strongly correlated with global 
surprises



Economic surprises are correlated over time and non-random over a short time 
horizon
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What drives economic surprise momentum?



What drives economic surprise momentum?

21



What drives economic surprise momentum?
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What drives economic surprise momentum?
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What drives economic surprise momentum?
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What drives economic surprise momentum?

A positive estimate of γ1 implies that past economic surprises on other macroeconomic series are able to predict the current surprise in series i 25



What drives economic surprise momentum?
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What drives economic surprise momentum?
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What drives economic surprise momentum?
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Decomposition of Economic Surprise Momentum
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Economic Surprises and Asset Prices



Growth surprises and asset returns.

a 1 std dev (0.16) increase in the global growth surprise nowcast is associated with an average increase of 102 basis points in the subsequent monthly excess 
equity return. 33



Inflation surprises and asset returns.
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Investment Strategies

• The investment strategy takes a position 
equal to to the 1-day lagged value of a growth 
or inflation nowcast on the last day of the 
month. 

• This position is held for one month, after 
which it is updated using the subsequent end-
of-the-month nowcast value. 

• We pool the markets within an asset class into 
a global strategy by equally weighting the 
markets.



Investment Strategies

Sizable and significant Sharpe ratios

• For equity markets, we find that 
exploiting global or local growth 
surprises yields of 0.50 or 0.58

Significant positively CAPM alphas of 2.10% and 
2.61% per year, respectively

These investment strategies also exhibit a 
relatively negative exposure towards the market, 
as reflected in its negative beta



Varying the forecast horizon



Growth surprises and asset returns:
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Growth surprises and asset returns:
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Announcement surprise versus revision surprise



Data
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Economic surprise momentum and return 
predictability



Economic surprise momentum and return predictability

If momentum in economic surprises drives return predictability, we would expect the return predictability to be stronger during periods where surprises 
continue in the same direction as lagged surprises 45



Return predictability and asset risks



Growth Surprises and asset volatily
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Economic Surprise Momentum

• Economic surprises do not follow a random walk but display short-term 
autocorrelation

• This momentum is evident across various regions and particularly in growth 
categories.

Underreaction in Forecasts:

• Changes in forecasts are too rigid compared to actual changes and anchored 
towards previous releases. 

• Consensus forecasts frequently underreact to both:

• Historical trends of a series 

• Surprises in other macroeconomic series.

Macroeconomic surprises have a systematic, predictable impact on asset prices.

Conclusão
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Obrigado
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