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Figure 1a: Distribution of OLS Estimator for b, 
Model 1, i.i.d Shocks
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Figure 1b : Distribution of OLS Estimator for b, 
Model 1, Persistent Shocks 
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Figure 1c: Distribution of OLS Estimator for b, 
Model 2, Persistent Shocks
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  COMPLETE INCOMPLETE 
 aver 25% 75% aver 25% 75% 

�1,3 0.004 -0.042 0.051 0.389 0.209 0.519 
�1,5 0.002 -0.026 0.028 0.446 0.223 0.608 
�2,3 0.035 -0.116 0.167 1.161 0.636 1.524 
�2,5 0.028 -0.123 0.154 2.200 1.171 2.877 
Im 0.008 0.006 0.009 1.033 1.010 1.057 
��,R -0.215 -0.423 -0.022 -0.042 -0.144 0.059 

�(�T)/ �(�) 0.993 0.986 1.000 1.041 0.996 1.070 
�(�MV)/ �(�) 0.018 0.017 0.020 1.041 0.996 1.070 

�
*
1 0.000 -0.002 0.002 0.752 0.590 0.911 

�
*
3 0.000 -0.002 0.001 0.721 0.558 0.907 

�
*
5 0.000 -0.001 0.001 0.707 0.523 0.901 

�
*
10 0.000 0.000 0.000 0.793 0.467 0.932 
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  COMPLETE INCOMPLETE 
 aver 25% 75% aver 25% 75% 

�1,3 0.001 -0.005 0.006 1.596 1.396 1.850 
�1,5 0.000 -0.007 0.008 2.842 2.381 3.367 
�2,3 0.001 -0.006 0.007 2.103 1.437 2.629 
�2,5 0.000 -0.009 0.009 4.548 2.841 5.691 
Im -10.061 -10.125 -10.000 1.026 0.930 1.102 
��,R -0.970 -0.985 -0.961 -0.370 -0.667 -0.123 

�(�T)/ �(�) 0.746 0.715 0.792 0.944 0.879 1.000 
�(�MV)/ �(�) 5.482 4.326 6.498 0.944 0.879 1.000 

�
*
1 -4.450 -4.831 -4.144 0.990 0.949 1.043 

�
*
3 -1.715 -2.141 -1.391 0.969 0.905 1.045 

�
*
5 -0.788 -1.195 -0.523 0.980 0.880 1.039 

�
*
10 -0.145 -0.450 0.042 1.201 0.798 1.045 
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  COMPLETE INCOMPLETE 
 aver 25% 75% aver 25% 75% 

�1,3 -0.006 -0.029 0.018 1.650 1.467 1.867 
�1,5 -0.011 -0.041 0.021 3.057 2.563 3.557 
�2,3 -0.006 -0.031 0.021 1.838 1.385 2.180 
�2,5 -0.011 -0.051 0.027 3.699 2.543 4.471 
Im -13.712 -14.321 -13.022 0.495 0.150 0.958 
��,R -0.975 -0.993 -0.972 -0.438 -0.730 -0.231 

�(�T)/ �(�) 0.627 0.595 0.661 0.727 0.625 0.839 
�(�MV)/ �(�) 6.757 5.199 8.036 0.727 0.625 0.839 

�
*
1 -6.106 -6.750 -5.541 0.712 0.565 1.002 

�
*
3 -2.403 -3.010 -1.907 0.794 0.757 1.019 

�
*
5 -1.180 -1.741 -0.750 0.920 0.818 1.022 

�
*
10 -0.312 -0.662 0.007 0.978 0.779 1.027 
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� (MV,B) � (�MV,�B) � (�MV,�Y) � (�Y,�B) � (�MV,�) � (�B,�) 

UR 
MV 

UR 
B 

Australia 0.897 0.653 -0.183 0.048 0.549 0.408 -2.47 -2.19 
Austria 0.798 0.925 -0.228 -0.367 0.131 0.304 -1.69 -1.61 
Belgium 0.997 0.883 -0.172 -0.117 -0.117 -0.154 -0.17 -0.34 
Canada 0.994 0.858 -0.262 -0.321 0.303 0.602 -0.03 -0.8 
France         

Germany 0.996 0.794 -0.347 -0.397 -0.213 -0.315 -1.62 -1.26 
Ireland 0.903 0.63 -0.491 -0.799 0.469 0.77 -1.23 -0.85 

Italy 0.993 0.604 -0.547 -0.337 -0.117 0.087 -0.46 -0.59 
NL 0.871 0.904 -0.517 -0.684 0.317 0.477 -0.43 -1.81 

Norway 0.804 0.867 -0.132 0.11 0.36 0.232 -1.95 -2.31 
UK 0.81 0.445 0.039 -0.299 0.369 0.539 -2.12 -1.11 
US 0.987 0.715 -0.505 -0.45 0.564 0.871 -0.69 -1.52 
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 �1,2 �1,3 �1,5 �2,1 �2,3 �2,5 Im �
*
1 �

*
3 �

*
5 

Australia 0.335 0.53 0.5 0.238 0.369 0.592 0.403 0.441 0.383 0.243 
Austria 0.34 0.878 0.588 0.299 1.039 1.185 1.393 1.03 0.726 0.519 
Belgium 0.915 2.14 2.507 1.039 2.418 2.498 1.399 1.412 1.522 1.868 
Canada 0.556 1.09 1.183 0.477 0.79 1.097 0.813 0.691 0.526 0.458 
France 0.416 1.236 1.394 0.321 0.987 1.478 0.907 0.949 0.691 0.172 

Germany 0.172 0.691 0.623 0.183 1.211 1.83 0.745 0.429 0.851 0.545 
Ireland 0.19 1.293 2.15 0.13 0.942 1.879 0.458 0.784 0.835 0.849 

Italy 0.586 1.394 1.526 0.771 2.902 2.446 0.774 0.418 0.305 0.306 
NL 0.813 2.306 2.993 0.868 3.671 4.822 0.492 0.738 0.973 0.939 

Norway 0.028 0.038 0.172 0.022 0.033 0.166 0.551 0.139 0.103 0.197 
UK 0.342 0.653 0.761 0.328 0.816 2.667 1.427 1.456 0.597 0.643 
US 0.572 1.376 1.651 0.559 1.789 3.021 1.056 0.775 0.535 0.27 
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Fixed Fixed 

Short 
Fixed 
Long Indexed Foreign 

Currency Variable Maturity 

Australia 0.707 0.348 0.359 0.036 0.255 0.052 5.610 
Austria 0.860 0.860  0.000 0.228 0.031 5.733 
Belgium 0.876 0.417 0.460 0.000 0.064 0.037 4.240 
Canada 0.603 0.291 0.313 0.014 0.036 0.007 5.820 

Germany 0.967 0.396 0.571 0.000 0.000 0.015 5.000 
Italy 0.296 0.150 0.146 0.002 0.049 0.349 3.360 

Netherlands 0.910 0.158 0.752 0.000 0.000 0.000 5.210 
Norway 0.779 0.419 0.360 0.000 0.172 0.009 8.790 

UK 0.763 0.615 0.148 0.150 0.000 0.019 11.070 
US 0.745 0.485 0.259 0.023 0.007 0.000 4.500 
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 Constant Maturity MV/Y �/Y �y Inflation R² 

�1,2 0.77 
(0.07) 

-0.04 
(0.32) 

0.12 
(0.79) 

-19.23 
(0.14) 

-0.474 
(0.96) 

-5.364 
(0.480) 0.24 

�1,3 1.64 
(0.10) 

-0.113 
(0.26) 

0.552 
(0.61) 

-60.148 
(0.07) 

-15.878 
(0.50) 

1.109 
(0.95) 

0.29 

�1,5 1.72 
(0.20) 

-0.142 
(0.32) 

0.639 
(0.69) 

-80.01 
(0.09) 

-36.94 
(0.30) 

18.17 
(0.49) 

0.18 

�2,2 0.75 
(0.11) 

-0.035 
(0.44) 

0.369 
(0.484) 

-22.767 
(0.13) 

-0.483 
(0.96) 

-8.611 
(0.33) 

0.33 

�2,3 1.56 
(0.34) 

-0.064 
(0.71) 

0.806 
(0.68) 

-95.730 
(0.11) 

-7.164 
(0.87) 

-10.680 
(0.74) 

0.15 

�2,5 1.63 
(0.45) 

-0.132 
(0.58) 

-0.064 
(0.98) 

-103.511 
(0.18) 

-1.325 
(0.98) 

12.191 
(0.78) 

-0.262 

Im 1.54 
(0.027) 

-0.033 
(0.57) 

0.873 
(0.23) 

6.546 
(0.71) 

5.869 
(0.69) 

-22.43 
(0.09) 

0.19 

�
*
1 1.56 

(0.04) 
-0.112 
(0.13) 

0.327 
(0.67) 

-11.531 
(0.56) 

-0.861 
(0.96) 

-6.285 
(0.62) 

0.09 

�
*
3 0.48 

(0.23) 
-0.074 
(0.12) 

0.768 
(0.15) 

-31.887 
(0.04) 

3.323 
(0.75) 

1.342 
(0.86) 

0.57 

�
*
5 0.31 

(0.50) 
-0.070 
(0.21) 

1.279 
(0.07) 

-38.199 
(0.05) 

-4.463 
(0.72) 

2.327 
(0.81) 

0.61 
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 Constant Maturity Fixed FX Indexed R² 

�1,2 0.00 
(0.99) 

0.062 
(0.33) 

0.325 
(0.49) 

-0.334 
(0.71) 

-5.956 
(-0.09) 0.27 

�1,3 0.61 
(0.48) 

0.222 
(0.15) 

-0.270 
(0.79) 

-1.664 
(0.42) 

-19.39 
(0.03) 

0.43 

�1,5 1.41 
(0.29) 

0.324 
(0.16) 

-1.511 
(0.35) 

-3.099 
(0.33) 

-25.25 
(0.05) 

0.29 

�2,2 -0.15 
(0.76) 

0.075 
(0.36) 

0.479 
(0.44) 

-0.663 
(0.58) 

-6.853 
(-1.840) 

0.17 

�2,3 -0.83 
(0.58) 

0.478 
(0.09) 

0.467 
(0.79) 

-2.921 
(0.42) 

-32.503 
(0.03) 

0.41 

�2,5 0.50 
(0.78) 

0.542 
(0.11) 

-0.933 
(0.67) 

-3.800 
(0.39) 

-37.134 
(0.05) 

0.29 

Im 0.59 
(0.39) 

-0.115 
(0.31) 

1.240 
(0.16) 

-0.159 
(0.92) 

1.691 
(0.75) 

0.01 

�
*
1 1.03 

(0.17) 
-0.094 
(0.41) 

0.509 
(0.54) 

-0.201 
(0.90) 

-1.680 
(0.76) 

0 

�
*
3 0.74 

(0.31) 
0.005 
(0.97) 

0.006 
(0.97) 

0.097 
(0.95) 

-5.166 
(0.37) 

-0.34 

�
*
5 0.90 

(0.40) 
-0.003 
(0.99) 

-0.212 
(0.87) 

-0.126 
(0.96) 

-3.997 
(0.63) 

-0.55 

 

����� & , ��������� �������
�
�� �� ������ 	
�
��
��

4���� ����� 
��
������ 
��	��� � �� � ��*�����	
�
��!7
�4,��,7�	4
&���		4�!
��48�,4�4,�

���
� �� �� ��� "�
����� ������ �� ��� #
�� ���	��� ����	
�
� �� ��� �"�
��� ���	
��* ������ � �����  �


��	��
* 
 �� �	
 ���!��� 7
�4,� ��� !
�!�
���� � ��"�
����� ���� ���� �� #.�� 
���� 7�	4
&���		4�!


��� !
�!�
���� � ���� ���� �� ���	�� ��  �
���� �	

���* ��
�� ��� 8�,4�4,� ��� !
�!�
���� � ����.��

����� ���	��- D	���
 �� ���� ���� �� ��� ��������� ���M����� ��� �� !�
�������� ��� !5"��	� � �����#�����

 �
 ���� "�
�����-

B�



 Constant Variable Fixed Long Fixed Short FX Indexed R² 

�1,2 0.36 
(0.58) 

-0.646 
(0.69) 

0.227 
(0.80) 

1.388 
(0.60) 

0.767 
(0.57) 

-6.147 
(0.24) 0.19 

�1,3 0.96 
(0.63) 

0.626 
(0.90) 

0.539 
(0.85) 

2.467 
(0.76) 

1.143 
(0.77) 

-14.369 
(0.34) 

-0.15 

�1,5 1.20 
(0.66) 

2.415 
(0.72) 

0.326 
(0.93) 

3.337 
(0.76) 

1.311 
(0.81) 

-17.866 
(0.39) 

-0.32 

�2,2 0.06 
(0.94) 

-0.183 
(0.93) 

0.729 
(0.57) 

2.414 
(0.52) 

0.881 
(0.63) 

-7.291 
(0.29) 

-0.01 

�2,3 -0.94 
(0.79) 

2.995 
(0.73) 

3.842 
(0.46) 

10.245 
(0.49) 

4.077 
(0.58) 

-24.819 
(0.36) 

-0.25 

�2,5 2.67 
(0.54) 

-2.226 
(0.83) 

-1.300 
(0.83) 

4.785 
(0.78) 

1.498 
(0.86) 

-29.169 
(0.37) 

-0.5 

Im 1.514 
(0.11) 

-0.773 
(0.68) 

-1.135 
(0.33) 

-0.946 
(0.76) 

-5.687 
(0.03) 

4.107 
(0.46) 

0.74 

�
*
1 0.654 

(0.27) 
0.484 
(0.72) 

-0.207 
(0.78) 

1.281 
(0.57) 

-0.393 
(0.72) 

-9.104 
(0.08) 

0.62 

�
*
3 2.438 

(0.10) 
-4.743 
(0.17) 

-2.461 
(0.20) 

-2.087 
(0.66) 

-1.148 
(0.63) 

-9.003 
(0.32) 

0.27 

�
*
5 1.600 

(0.55) 
-0.252 
(0.97) 

-0.152 
(0.97) 

5.312 
(0.63) 

-1.446 
(0.79) 

-19.343 
(0.34) 

-0.23 
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