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Abstract

We design a proxy to measure safe havens’ short term dynamic process by safe
havens’ VIXs (Cboe 10-year U.S. Treasury Note Volatility Index, Cbhoe FX Yen
\olatility Index, Cboe Gold ETF Volatility Index), and design the trading signal by
the prices rise over or drop down from the 20-day moving average (MA) prices. The
basic logic is that if prices of safe havens’ VIXs rise and cross over 20-day MA, it
indicates a decreasing risk preference so safe havens tend to fall and equities tend to
rise. Indeed, we have proved that the “contrarian” characteristic exists on the trading
signal generated by safe havens’ VIXs, especially buy signals. The results showed that
the equities dropped significantly before buy signals coming out, and the signals are
followed by significantly equities rising, which indicates a good timing ability in short
term. Furthermore, we run the back-test to the trading signals generated by the safe
havens’ VIXs to get the Sharpe Ratio and compared them with technical indicators
trading strategies and buy holding strategies, and the results showed that the risk
premium (Sharpe Ratio) of safe havens’ VIX trading strategy is significantly better
than buy-and-hold strategy, excepted for Americas index and some industries.
However, the results are bad when combining the trading signal of safe havens’ VIXs
and that of technical indices. The reason why this situation occurs is the lack of The
proportion of strategy time. Safe havens’ VIX trading strategy is sensitive to short-
term changes, so the strategy ignores many of the trading opportunities for avoiding
from tremendous losses. Therefore, combining the signals from safe havens’ VIXs

and technical indices is not a good idea in this case.

Keyword : Safe haven, VIX, timing, trading strategy.
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VIX § &35 1

K -20 -10 -5 -1 0 1 5 10 20
£ 7 0.001 -0.011"" -0.013™"  -0.006™" -0.001 0.001 0.005" 0.009™ 0.005
4 EFRY 0.004 -0.007" -0.011™  -0.006™" -0.003" 0.000 0.004 0.007™ 0.005
i W 0.000 -0.015™ -0.016™"  -0.006™" -0.002 0.002 0.004 0.009™ 0.004
F M 0.001 -0.009”  -0.011™"  -0.005"" 0.001 0.000 0.005" 0.010™ 0.006
e Rt 0.004 -0.009" -0.012""  -0.006™" -0.001 0.001 0.006" 0.011™ 0.009
3R 0.003 -0.006" -0.007""  -0.004™ -0.001 0.001 0.004™ 0.007™ 0.008"
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2 ¥ 0.007 -0.004 -0.008™"  -0.005" 0.000 0.000 0.003 0.008™" 0.006
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" LTI F 8 0.005 -0.008" -0.013™  -0.007"" -0.001 0.001 0.007™ 0.012" 0.011
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£+ 5 0.0724** 0.0538  0.0994**  -0.0456 -0.2536**" -0.2008*** -0.0528"* -0.2028"* -0.1716""* -0.0312
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2L 7 SR 0.21297** 0.0516 -0.0424  0.0940"" -0.4166""" -0.3374"*" -0.0792""" -0.1305" -0.3581""" 0.2276""*
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= 0.0507 -0.0539 -0.0048 -0.0492 -0.2369™" -0.2311"" -0.0058 -0.2314™ -0.1447"" -0.0867
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FETAT A AEBE NSk P 2k BAEEPDS

K -20 -10 5 -1 0 1 5 10 20
£@-L &6 FemsE 00077 00077 0.007™  0.007™ 0.000 0.000 -0.001 0.000 0.003
(n=186) (1.870)  (2.938)  (3.598)  (8.076)  (0.413)  (-0.278)  (-0.446)  (-0.050)  (0.919)
FR-LEF ¢ A5 0008 0.006™ 0002  -0.004™  -0.001" 0.000 -0.001 0.000 0.002
(n=185) (2.317)  (2.945)  (0.910)  (-4.563)  (-1.653)  (0.039)  (-0.418)  (-0.061)  (0.627)
PRIALE~F & 00127 00117 00077 0.002° 0.000 0.000 0.003"  0.005™  0.009"
(n=196) (3.608)  (4.642)  (4330)  (3.315)  (0.420)  (-0.296) = (2.215)  (2.449)  (2.934)
PRAEAE e 00117 0.008™ 0002  -0.002™  -0001 = 0.002*" 0004~ 0005  0.010™
(n=195) (3.655)  (3.347)  (0.993)  (-2618)  (-1.025)  (2.598) = (2512)  (2337)  (3.201)
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