Student 1 Audrey Mahal 
Top of Form
Hello, all.
Monetary policy does influence the economy and the overall demands for goods. Soothe more employees the better to keep track with the demand.
The federal reserve actually manages the interest rates and has a lot of influence on the cost in the economy. The rate is affected directly by the money policy. Things such as stock prices currency exchange rates and wealth are included. This directly influences the employment and inflation in the country. The bank rates for short term loans, influence in borrowing of households, and movement of the funds are influenced by the Federal reserve.
When the rate is reduced the supply of goods is stronger and the demand is higher. This in turn created more demand for workers and all the materials that are necessary for producing goods. This in turn creates the expectations for higher pay and prices.
If there is a recession, the people stop spending and everything outside such as businesses start to lay off workers. Foreign countries also stop buying from us. This creates a fall in demand. The monetary policy then must balance that in order to stabilize the economy and making sure jobs come back.
However, economists cannot really accurate determine the lower or higher inflation. But examining the past business cycles they can gauge the money aggregates and the degree of control of the Fed. It is said that even though the economy is not that great, money actually grows faster than if the economy is great.


Answer 1 
Hi Mahal
Its right to note that, monetary policy impacts the economy in various ways; for example Supply in an economy is directly affected by these monitory policies. The Monetary policy impacts the money supply in an economy, which influences interest rates and the inflation rate. It also impacts business expansion, net exports, employment, the cost of debt and the relative cost of consumption versus savings. All these in one way or another can later on directly or indirectly impact aggregate demand. The example of recession which you have highlighted can help better explain the adverse impact that these policies can have on an economy at large. In the event that, recession has occurred, the people are pushed to a level of not being able to spend as they have been doing before and everything outside such as businesses start to lay off workers. Foreign countries also stop buying from us. This creates a fall in demand. The monetary policy then must balance that in order to stabilize the economy and making sure jobs come back.
It’s therefore fundamental for the government to ensure that the monitory policies it makes are able to enhance a positive economic growth in a country. This needs to be done in consideration to other monitory policies made by other economic blocks that the country does trade with.
(My professor is asking me this question on my class discussion)

Professor- Somerset De Point 
Top of Form
Hello Honey,
In your research of monetary policy and the rapid increase in the money supply in recent times, have you come across discussion on WHY there is not inflation in the economy? WHY hasn't policies such as quantitative easing caused inflation?
Dear Dr. De Point,
[bookmark: _GoBack]During my research on the monetary policy, I have come across why there is inflation in the economy. I learned that inflation is caused when prices increase because of an increase in production costs; a surge in the demand for products and services such as the unwillingness of consumers to pay more for the products; and when banks charge extra for their products because of the existing high demand. All these events result in an increase in cash flow in the economy.
Quantitative easing did not cause inflation since banks in the US had toxic assets and bad loans on their balance sheets due to the housing bubble burst and other shocks. Therefore, an increase in money supply by the central bank did not affect these banks as they did not create new loans. Instead, they used the available funds to shore their balance sheets and buffer the toxic assets.
I could, however, not include these points in the paper since they were not part of the requirements.
Honey
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