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Abstract

This paper is a statistical analysis of the manner in which the Federal Reserve determines the level of the

federal funds rate target, one of the most publicized and anticipated economic indicators in the financial

world. The paper introduces new statistical tools for forecasting a discrete‐valued time series such as the

target and suggests that these methods, in conjunction with a focus on the institutional details of how the

target is determined, can significantly improve on standard vector autoregression forecasts of the effective

federal funds rate. We further show that the news that the Fed has changed the target has statistical content

substantially different from the news that the Fed failed to make an anticipated target change, causing us to

challenge some of the conclusions drawn from standard linear VAR impulse‐response functions.

  🗉Abstract Full Text

🔧  🗫

⇊ More

The University of Chicago Press Books

Chicago Distribution Center

🔍  🛒

https://www.journals.uchicago.edu/journal/jpe
https://www.journals.uchicago.edu/toc/jpe/2002/110/5
https://www.journals.uchicago.edu/doi/10.1086/341867
https://www.journals.uchicago.edu/doi/10.1086/341875
https://www.journals.uchicago.edu/doi/epdf/10.1086/341872
https://www.journals.uchicago.edu/doi/epdfplus/10.1086/341872
https://www.journals.uchicago.edu/doi/full/10.1086/341872
https://press.uchicago.edu/
http://www.press.uchicago.edu/cdc.html
https://www.journals.uchicago.edu/
https://subfill.uchicago.edu/JournalPubs/UCPSSO/SSOLogin.aspx?returnurl=https%3A%2F%2Fwww.journals.uchicago.edu%2Fdoi%2Fabs%2F10.1086%2F341872
https://www.journals.uchicago.edu/action/showCart?FlowID=1


Open access at Chicago

Permissions

Statement of Publication Ethics

The Pillars of Diversity and Inclusion at the University of

Chicago Press

Contact us

Terms and Conditions

Privacy Notice

Media and advertising requests

    

The University of Chicago

Accessibility

https://www.journals.uchicago.edu/open
https://www.journals.uchicago.edu/inst/perm-reprints
https://www.journals.uchicago.edu/publication-ethics-statement
https://press.uchicago.edu/press/Press_D-I_Pillars.html
https://www.journals.uchicago.edu/contact
https://www.journals.uchicago.edu/t-and-c
http://www.press.uchicago.edu/press/privacy.html
https://www.journals.uchicago.edu/advertising
https://www.facebook.com/UChicagoJournals
https://twitter.com/ChicagoJournals
https://bsky.app/profile/chicagojournals.bsky.social
https://www.uchicago.edu/
https://www.journals.uchicago.edu/accessibility

