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Commercial Change Change Change Change
Bank in deposits n loans n required N currency
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i F100 +80 =100-20 20 =100*0.2 +20=80%*0.25
B +O() 48 o +12
C 36 +28.8 o 2
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Open market operations and Swaps
Reserve requirements
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Ultimate (economic) goals
Price stability
Economic growth

Interest rate
Bank’s liquidity
Volume of loans

Full employment
Balance of payments in equilibrium

Figure 4-4: The implementation of monetary policy
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Commercial Bank Change Change Change Change
in deposits in loans in required reserves  incurrency
(0=0.25.1.¢.25%  (25% of'the
of the deposits) loan)
A 100 7§ +25 ~18.75
B 56.25 42.19 14.06 ~10.55
( 31.64 23.73 7.91 593
Total for all banks +228.57 +171.43 +57.14 +42.86
Total for all banks +2510) +2010) 50 +50)

(with 8= 10.20)
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Figure 4-5: The short-run effect on real output of an increase in money supply
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