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The Time Varying Effect of Monetary Policy on Stock Returns
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7 Conclusions

We reveal substantial variation over time on the strength of monetary policy transmission
through the stock market. Monetary policy surprises have weak effects on stock returns
during most of the 1990s but strong and statistically significant effects during the 2000s.
Our results are in line with previous literature (Gali, 2014; Gali and Gambetti, 2015)
that supports weak and insignificant contemporaneous effect of monetary policy surprise on
stock prices during periods with large bubbles. However, our findings differ from previous
empirical literature (Gali and Gambetti, 2015) in that we suggest that the effect of monetary

policy shocks is restored after the bubble bursts.
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