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Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data
and methods described below. Individual replications may contain mistakes. Treat the numbers as
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1 Summary

1.1 The Paper

Bernanke and Kuttner (2005) measure the stock market’s response to unanticipated changes in the
Federal funds rate target. Federal funds futures split each rate change into an expected and a sur-
prise component, and the CRSP value-weighted daily return is regressed on the two components
across 131 event days spanning June 1989 through December 2002. A hypothetical unanticipated
25-basis-point rate cut generates roughly a 1% increase in the broad stock index. A Campbell–
Ammer VAR decomposition then attributes the equity response primarily to revisions in expected
future excess returns rather than to changes in real interest rates.

1.2 Replication Findings

The replication recovers the paper’s central estimate. In the full-sample regression the surprise
coefficient is −4.52 (t = 2.68), against the paper’s −4.68 (t = 3.03). The event calendar reproduces
the paper’s 131 observations, its 55/76 pre-/post-1994 split, and all six observations selected by
the published influence-statistic rule. Dropping those six leaves the intended N = 125 and a
surprise coefficient of −2.00 (t = 2.06). Carrying the same specification forward to 2003–2021 data
reverses the sign of the surprise coefficient.

2 Data

The event set is the union of Federal funds target rate change dates and scheduled FOMC meeting
dates. Target rate changes come from Federal Reserve records, and the meeting calendar from the
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Federal Reserve website.
The Kuttner surprise measure uses daily settlement prices of the four nearest Federal funds fu-

tures contracts, taken from Bloomberg for 1988–2021. The implied rate equals 100 minus the settle-
ment price. Equity returns come from the CRSP value-weighted daily index (vwretd in crsp.dsi),
converted to percentage terms.

The in-sample event period spans June 1989 through December 2002 and yields 131 event-day
observations. September 17, 2001 is excluded. Before February 1994, FOMC decisions are assigned
to the next market-observation day, with the December 18, 1990 discount-rate announcement as
the one exception. The October 15, 1998 easing was announced after the futures close, so that
event takes the opening-based value reported in the published Bernanke–Kuttner surprise series.
The out-of-sample period runs from January 2003 through June 2021 and contains 150 events.

3 Methodology

The dependent variable is the one-day CRSP value-weighted return on event day t, expressed in
percentage terms, Ht = 100 × vwretdt.

The baseline specification splits the raw funds rate change ∆it into expected and surprise com-
ponents. The surprise component follows Kuttner (2001),

∆iu
t =

D
D − d

(
f 0
m,d − f 0

m,d−1
)
,

where f 0
m,d is the current-month futures rate on day d and D is the number of calendar days in

the month. Events in the last three days of the month instead take the unscaled change in the
next-month futures rate. The expected component is the residual, ∆ie

t = ∆it − ∆iu
t .

Table II column (b) regresses Ht on ∆ie
t and ∆iu

t with an intercept, using heteroskedasticity-
consistent (HC1, White) standard errors. Columns (c)–(d) repeat the regressions after excluding
observations whose leave-one-out coefficient quadratic form exceeds 0.3. That diagnostic repro-
duces all six published dates, including August 21, 1991.
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4 Results

4.1 Table II: The Response of Equity Prices to Federal Funds Rate Changes

Table 1: Event-Study Regressions of CRSP VW Return on Funds Rate Changes

Full Sample Excl. Outliers

(a) (b) (c) (d)

Our replication
Intercept 0.23 0.14 0.16 0.13

(2.62) (1.56) (2.12) (1.59)
Raw ∆i −0.61 — −0.11 —

(1.06) (0.30)
Expected ∆ie — 0.74 — 0.38

(1.54) (0.94)
Surprise ∆iu — −4.52 — −2.00

(2.68) (2.06)
R̄2 0.008 0.150 −0.007 0.020
N 131 131 125 125

Paper’s published values
Intercept 0.23 0.12 0.17 0.11

(2.58) (1.35) (2.14) (1.37)
Raw ∆i −0.61 — −0.11 —

(1.06) (0.31)
Expected ∆ie — 1.04 — 0.67

(2.17) (1.62)
Surprise ∆iu — −4.68 — −2.55

(3.03) (2.79)
R̄2 0.007 0.171 −0.007 0.049
N 131 131 125 125
HC1 (White) standard errors. t-statistics in parentheses.

Column (a) regresses the equity return on the raw funds rate change. The coefficient is −0.61
(t = 1.06), matching the paper’s reported coefficient and t-statistic.

Column (b) splits the rate change into expected and surprise components. The replicated sur-
prise coefficient is −4.52 (t = 2.68), compared with the paper’s −4.68 (t = 3.03). The expected-
change coefficient is 0.74 (t = 1.54).

Columns (c)–(d) exclude the six observations selected by the paper’s diagnostic, leaving 125
observations and a surprise estimate of −2.00 (t = 2.06).

3



4.2 Out-of-Sample Test (2003–2021)

Table 2: Out-of-Sample Event-Study Regression (2003–2021)

(a) (b)

Intercept 0.29 0.32
(2.93) (3.21)

Raw ∆i −1.03 —
(1.02)

Expected ∆ie — −1.67
(1.70)

Surprise ∆iu — 2.10
(1.56)

R2 0.026 0.065
N 150 150
HC1 standard errors. t-statistics in parentheses.

Out of sample the surprise coefficient reverses sign to +2.10 (t = 1.56, insignificant). Plausi-
ble contributors include the zero-lower-bound period, forward guidance and quantitative easing
announcements that the current-month futures rate cannot capture, and emergency cuts during
severe financial distress. These mechanisms are interpretations rather than separately identified
tests.
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