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Abstract 

Changes i n  the discount r a t e  can have an associated announcement 
e f f e c t  on the foreign exchange value o f  the d o l l a r  only i f  these 
changes are not  ant ic ipated by the market. This paper provides 
evidence t o  support t h i s  contention. Spec i f i ca l l y  , discount 
ra te  changes made f o r  reasons other than technical adjustments 
have not  been ant ic ipated f u l  l y s c o n s e q u e n t l y ,  t h e i r  
announcement has had a s i gn i f i can t  impact on the d o l l a r ' s  
exchange rate. Furthermore, resu l t s  are obtained t h a t  support 
the hypothesis t ha t  unanticipated discount r a t e  changes a l t e r  
the expectation o f  the ra te  o f  fu ture  i n f l a t i o n .  










































