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reconciled with conventional theory, we interpret the joint movements in light of uncovered interest rate parity
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release appreciates the dollar today, but that it must either (i) lower the relative risk premium for holding
foreign currency rather than dollars, or (ii) imply considerable future expected dollar depreciation. The latter
implies an overshooting behavior akin to that described by Dornbusch (1976). Second, we use a longer span of
high frequency data than has been common in announcement work. A longer span of high frequency data
contributes to the precision of our estimates and allows us to explore the possibility that the effects of macro
surprises on asset prices have varied over time. We find evidence, for example, that PPI releases had a larger
effect on U.S. interest rates before about 1992 than subsequently.
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