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Figure 1 
ARCH and Constant Variance Bond Returns 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2 
Reaction of Bond Returns to Innovations u(t) 
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Figure 3 
Absolute Deviation of Constant Variance Bond Return due to u(t) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 4 
Absolute Deviation of Constant Variance Bond Return due to u+ and u-
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Figure 5 
Absolute Deviation of ARCH Bond Return from rf(0) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 6 
Absolute Deviation of ARCH Bond Return due to u+ and u-
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Figure 7 
Recessionary and Expansionary Innovations 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 8 
Reaction of yt+1 to Innovations when b>0 and c<0 
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 Figure 9 
Reaction of yt+1 to Innovations when b > 0 and c > 0 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 10 
Mean Inducing Innovation 
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