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The performance of the economy is often influenced by decisions made by different sectors in society (Walsh, 2016). An excellent example is the government's decision, which, irrespective of the magnitude, has a significant impact on the economy and this occurs since governments in developed countries form part of the biggest borrowers in world debt and employ a huge segment of the population—consequently, government policy, including monetary and fiscal policy, influence the macroeconomic and financial markets. Monetary policy involves actions by the central bank towards influencing the amount of credit and money in the economy. Fiscal policy, on the other hand, involves government decisions about spending and taxation. 
It is appropriate to use monetary policy to securing and stimulate the economy when there are economic shock and other negative forces, causing inflation and high unemployment levels. Monetary policy can be implemented in both scenarios to stabilize and stimulate the economy (Hansen, 2018). This is since monetary policy influences the economy through increasing and decreasing interest rates and controlling open-market operations. Therefore, to stimulate the economy, the monetary policy allows for access to credit with a decrease in the interest rates, which encourages investors to create more business opportunities. In order to secure the economy, the monetary policy allows for an expansion in the interest rates to reduce the rate of issuing credit to reduce money in the economy.
Similarly, fiscal policy can stabilize and stimulate the economy through the two types, expansionary and contractionary (Corsetti et al., 2019). Mostly used during a recession, expansionary fiscal policy is appropriate to use when aiming to stimulate the economy since it involves the government reducing taxes and increasing their spending. On the other side, contractionary fiscal policy is appropriate to stabilize the economy by raising taxes and reducing government spending. 
By definition, aggregate demand refers to the measurement and analysis of the demand of all finished goods and services produced in an economy (Hansen, 2018). When this measurement is conducted for long periods, it refers to the GDP. Two major tools play a part in fiscal policy that is interest rates and tax rates. However, interest rates can be used specifically to stimulate aggregate demand. Any recorded changes in the interest rates influence the decisions made by both the consumers and the investors. Thus, a fall in the interest rates of offered credit results to an increase in borrowing. Therefore, more people will be able to access products such as vehicles and homes, leading to increased capital spending.
Various tools play a part in implementing monetary policy, including discount rates, reserve specifications, and open market operations (Federal Reserve, 2020). However, among all these tools, the federal government often uses open market operations as the prime tool to stimulate aggregate demand. This tool involves the buying and selling of financial tools by the Federal Reserve. These financial instruments include securities issued by Federal agencies and the US Treasury (Federal Reserve, 2020). By buying securities, the Federal Reserve increases the operation of the capacity of bank reserves, which then increases the federal funds rate. Therefore, due to the positive influence on the federal funds rate, this increases credit availability from banks in the economy.
Based on the given information, monetary and fiscal policy plays a significant part in stimulating aggregate demand; therefore, policymakers should use both. The implementation of the open market operations tool under the monetary policy is more effective when supported by the fiscal policy's interest rates tool. Therefore, once there is an increase in the reserves due to the Federal Reserve buying securities, the availability of credit in the economy increases. As guided by fiscal policy, the interest rates should fall to encourage consumers and entrepreneurs to access credit.
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