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Responses to Future Prices and Interest 
Rates

Abstract
We design an experiment to investigate the infl uence of announced future variations in 
interest rates and prices on consumption decisions. In an experimental implementation 
of the discounted utility model, the subjects learn the entire paths of infl ation and 
interest rates prior to deciding on a consumption path. We decompose the total change 
in consumption that results from changes in either interest rates or infl ation rates into 
anticipation and impact eff ects. While impact eff ects are of similar orders of magnitude 
as in the model, future changes in infl ation or interest rates exert substantially smaller 
eff ects on current consumption than predicted by the model.

JEL Classifi cation: D91, E21, C91
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households adjust consumption in response to future changes in interest rates and prices 

already when they learn about those changes and do not wait until the changes have actually 

happened. The former adjustment is referred to as the anticipation effect, the latter as the 

impact effect. 
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