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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

Keywords: Consumption; saving; intertemporal utility maximization; macroeconomic 
experiment

April 2011

1 Wolfgang J. Luhan and Michael W.M. Roos Ruhr-Universität Bochum; Johann Scharler, 
Johannes-Kepler-Universität Linz. – We would like to thank Christian Bredemeier, Martin Kocher 
and seminar/workshop participants at CSU Colorado, JKU Linz, UEA Norwich and UT Dallas for very 
helpful comments. – All correspondence to Wolfgang J. Luhan, Institute for Macroeconomics, Ruhr-
Universität Bochum, Universitätsstr. 150, 44801 Bochum, Germany, E-Mail: wolfgang.luhan@rub.
de. 



��

�������	
������

��� ���������� �������� ����� ��� ��� �������� ��� ���������� ���� �������� �����������

������ �����������  	!"#$� �����%� ��� ������ &����� ���� ��� ��� ��� ���� ��������

����� ��������������&�'������(�)�������� ����������������������� ����������*

���&���� �������� �����%� ����� ��� ���*��*������ ���+���%� ��,������� �� ��������� ��� ���

��������� ������ ��� ������� ��� ��-���.� ������� �������� ��� ��������� �� ������,�����

,������������,����������������/���������������,������������������������������������

��� ��������� �+������� �����������(� An interesting implication of this assumption is that 

households adjust consumption in response to future changes in interest rates and prices 
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happened. The former adjustment is referred to as the anticipation effect, the latter as the 

impact effect. 
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