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Abstract

This paper studies the impact of monetary policy change to financial markets
form a new view. With the help of a new econometric tool- real time monitoring test,
we find some evidence that is against only one response pattern to monetary policy
announcements. This time-varying property is rally discussed in the literature.

This paper discusses the equity market and bond market of U.S., and finds the
similar scenarios in two markets. In our sample which is consisting of events in the
period from 1989 to 2009, the response pattern is significantly different in the 7 years
starting form 2001- it was more sensitive. This phenomenon is reported for the first
time here. After that, we estimate 3 subsamples separately again, and provide a more
accurate result compared with the existing literatures.

So as to the economic reasoning behind, we conclude that it attributes to that the
Fed’s policy is more influential on the macro-economy during that period. The market
is rational, thus became implicitly more sensitive to the announcement in that period.
This paper can be one of the evidence for criticizing the Federal Reserve’s policy, and
it will provide valuable reference to central banks of the world when they are making

monetary policies.

Keyword: monetary policy ; market response ; real-time monitoring
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