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Monetary Policy
Slight changes in the Federal Reserve monetary policy comes along with various changes which affect all the four elements of the GDP. In particular, the investment sector is the most affected according to Labonte (2017). Expanding the federal monetary policy means that there is an increased supply of money within the economy which can be detrimental. This is because it results in higher money in circulation within the economy. When a lot of money is in circulation, it is known for a fact that inflation is always the result. Moreover, there is a reduction in the charges for borrowing money which encourages people to borrow a lot of money for investment purposes to stimulate the economy. On the other hand, the investors get a good platform and opportunity to issue out more loans to people for investment. Thus, slight changes in the Federal Reserve policy encourage investment as it encourages and allows people to borrow more money and put it back into investment ventures. This creates more money and brings it back into circulation.
Yes, the countercyclical monetary policy has reduced and minimized the impacts created by recession that creates a decrease in aggregate demand within the economy through the stimulation of investment. This increases the aggregate demand thus multiplication increases the economy’s real output. Nevertheless, there are various constraints of monetary policy that may affect its impact in the economy. For instance, too much circulation of money in the economy increases the rate of inflation thus affecting the stability of prices in the long-run. Therefore, an increase in the deficit would warrant the exploitation of reserve resources. 
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