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Figure 1. Intraday Trading in Federal Funds Futures
Contracts
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about its change in policy to the public. As can be seen in the fig-
ure, trading in federal funds futures was thin until shortly before the
open market operation at 11:30 a.m. At that time, the Open Mar-
ket Trading Desk injected a significant quantity of reserves into the
market, and market participants correctly inferred from this that the
FOMC had changed its target for the funds rate, causing the futures
rate to move quickly to the new target rate.8

8The federal funds futures contract rate falls to 3.85 percent after the an-
nouncement rather than the new funds rate target of 3.75 percent because nine


