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ii) ²Ƙŀǘ ƛǘ ŎƻƳƳǳƴƛŎŀǘŜǎ ŀōƻǳǘ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪǎΩ ŦǳǘǳǊŜ ǊŜŀŎǘƛƻƴ ǘƻ ƎǊƻǿǘƘ ŀƴŘ ƛƴŦƭŀǘƛƻƴΦ CƻǊ 
instance, If QT is conducted despite falling demand (e.g. because inflation is high, such as today), 
the market may interpret it as signaling a fundamental shift in the central banks reaction 
function, leading investors to price in the risk of rising yield





 

  

https://files.stlouisfed.org/files/htdocs/publications/review/2014/q1/thornton.pdf







