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Abstract
We follow the methodology proposed by Fatum and Hutchison

(2006) to measure the successfulness of each intervention by observing
prior and posterior exchange rate movements. We examine the inter-
vention activities of the Bank of Japan in USD/JPY foreign exchange
markets between November 1995 and August 2007. Conditional on
the successfulness of intervention activities, we examine the influence
of intervention on exchange rate expectations using the disaggregated
Foreign Exchange Consensus Forecasts poll. Rather than only fo-
cusing on sample average and variance of forecasts, we adopt panel
analysis to test whether reactions of market participants to foreign
exchange interventions are invariant to different successful definition
of the Bank of Japan. In addition, in order to affect forecasts of mar-
ket participants, interventions are necessarily observed in well ahead
of time to be correctly assessed. Compared to the existing literature
which argues that interventions have, if at all, short-term effects on
the exchange rate, we find long-term effects on exchange rate expecta-
tions. More precisely, our results suggest that successful interventions
of dollar purchase affects twelve-month forecast of market participants
and improves forecast accuracy.
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