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and responding quickly, has been even more important. In 1975,
few traders would have known how to evaluate German or Japanese
monetary operations, for example, even if those traders had the tech-
nical means to observe them. Today, if the Bundesbank sneezes, the
international trading community is ready with “gesundheit.” We sit
at our screens 24 hours a day (collectively) watching for announce-



months. The next Fed ease was also greeted with skepticism by the
market. Yields on long bonds rose by 10 basis points after the Fed
ease of 25 basis points on July 13, 1990.

Significance of the New Market Discipline
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the long bond yield quickly peaked at 7.8 percent (from 7.0 percent
on August 1 to 7.8 percent on September 30) and moved steadily
down to 6.25 percent in February 1991, Simultaneously, the currency
strengthened from 150 yen per dollar in early August to 125 in mid-
October and has subsequently remained in the 125 to 135 range,
even as apprehension over a shooting war rose in the months leading


