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ABSTRACT

We examine the announcement effect of recent U.S. monetary policy on S&P 500 index and the price of
gold's futures contract. Consistent with conventional expectations, we find that the stock market reacted
positively to quantitative easing measures that resulted in an expansion of the FED's balance sheet.
Likewise, the response of the gold futures contract price was consistent with a market perception that these
operations were inflationary. However, we find the S&P index and the gold futures price reacted negatively to
Operation Twist, which was another liquidity enhancing operation that did not result in money creation.
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