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ABSTRACT

This research delves into the dynamics of leveraged and inverse leveraged Exchange-Traded
Funds (ETFs), offering insights into their relationships with tracked indices. The study uncovers
spillover and leverage effects, emphasizing the significance of such interactions. The research
underscores the potential of these specialized financial instruments to amplify both positive and
negative market news, serving as valuable tools for traders and risk management. Notably, the
analysis reveals asymmetry in the response of stock market indices and ETFs to positive and
negative news. These ETFs could be considered as hedges during market declines, given their
demonstrated ability to move inversely to their respective indices. While the findings contribute
valuable knowledge, the study acknowledges its reliance on historical data and a limited
timeframe tied to the COVID-19 pandemic. Future research opportunities include exploring
longer periods, incorporating diverse events, validating with alternative models, and extending
analysis to diverse asset classes. This research lays a foundation for comprehending the complex
interplay between leveraged ETFs and their indices, offering a roadmap for future studies to
navigate the evolving financial landscape.
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