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JEHEXXKHO-KPEAWUTHAS ITOJIMTUKA NHANN

AHHOTaLUA: JIEHEKHO-KPEAUTHAsI TOJIMUTUKA - 3TO HAa0Op HMHCTPYMEHTOB,
UCIIOJIB3YEMBIX CTpPaHaMU JJII KOHTPOJIS CBOECH JEHEKHOW MacChl U, B CBOIO 0YEpPElb,
KOJIMYECTBA JEHET, JTOCTYIHBIX ISl UCIIOJIB30BAHUS B 3KOHOMHKE. DTO MOLIHBIA METO/,
KOTOPBIN BIIMAET HA CTOUMOCTb BAJIIOThI CTPAHbI, MHOISALIMIO U SKOHOMUYECKUH pocT. B
OTOM CTAaTb€ MBI PACCMOTPUM, 4YTO TAKOE IECHEKHO-KPEAUTHAs IOJIUTHKA, €€ e,
pa3IMYHbIE TUNBl JCHEKHO-KPEAWTHOM TOJUTHUKH, OSKCIAHCHOHHUCTCKYIO JEHEKHO-
KpPEAUTHYIO NIOJUTHKY, €€ OCIEACTBUSI U IPUMEPHI, a Takxke posib LlenTpanbHoro 0anka
B pealn3aluu JeHEeKHO-KPEIUTHON ITOJIUTHUKH.
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INDIA'S MONETARY POLICY

Abstract: monetary policy is a set of tools used by countries to control their money
supply and, in turn, the amount of money available for use in the economy. It is a powerful
technique that affects a country’s currency value, inflation, and economic growth. In this
article, we will explore what monetary policy is, its goals, different types of monetary
policies, expansionary monetary policy, its effects and examples, and the role of the
Central Bank in the implementation of monetary policy.
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Monetary policy is a set of policies and tools used by countries to control their
money supply, the cost of borrowing money, and the rate of inflation. It is used to
influence and regulate the availability and cost of money in an economy. The primary goal
of monetary policy is to keep prices stable and promote economic growth.

Monetary policy is managed by the country’s central bank. It can be used to control
the supply and demand of money in an economy. By controlling the money supply, the
central bank can affect the cost of borrowing money, the rate of inflation, and the value of
the currency[2].

The Reserve Bank of India (RBI) is vested with the responsibility of conducting
monetary policy. This responsibility is explicitly mandated under the Reserve Bank of
India Act, 1934. Recently there were many changes in the way Monetary Policy of India
Is formed — with the introduction of Monetary Policy Framework (MPF), Monetary Policy
Committee (MPC), and Monetary Policy Process (MPP)[1].

The primary goal of monetary policy is to promote economic growth and stability.
Different countries have different goals for their monetary policy, but the most common
goals are to:
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o Promote economic growth and stability by ensuring the availability of
adequate money for economic activity.

o Maintain price stability by controlling the rate of inflation.

o Keep the exchange rate of the currency stable.

o Foster employment and reduce unemployment[8].

There are two types of monetary policy: expansionary monetary policy and
contractionary monetary policy. Expansionary monetary policy refers to a policy that
increases the money supply in an economy, resulting in lower interest rates, increased
investment, and increased consumer spending. Contractionary monetary policy, also
known as tight money policy, is a policy that reduces the money supply in an economy,
resulting in higher interest rates, decreased investment, and decreased consumer
spending[5].

What is expansionary monetary policy? Expansionary monetary policy is a policy
that increases the money supply in an economy in order to stimulate economic activity. It
is typically used when an economy is in a recession or when inflation is low.

Expansionary monetary policy is used by central banks to lower interest rates,
making it easier for businesses and consumers to borrow money. Lower interest rates lead
to increased investment, as businesses are more likely to borrow money to finance
expansion and new projects. Lower interest rates also lead to increased consumer
spending, as consumers are more likely to take out loans and make large purchases [7].

The effects of expansionary monetary policy are typically positive for an economy.
Lower interest rates lead to increased investment and consumer spending, which can
stimulate economic growth. Expansionary monetary policy can also lead to increased
employment and higher wages, as businesses expand and hire more workers.

However, expansionary monetary policy can also have negative effects. If the

money supply is increased too quickly, it can lead to rapid inflation and an increase in the
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cost of goods and services. This can be damaging to an economy, as it reduces the
purchasing power of consumers and reduces their ability to save [6].

The Federal Reserve's quantitative easing program is an example of an
expansionary monetary policy. The program was used to increase the money supply in the
U.S. economy during the Great Recession. Through the program, the Federal Reserve
purchased large amounts of government bonds and mortgage-backed securities, which
increased the money supply and lowered interest rates [9].

The Bank of Japan also implemented an expansionary monetary policy during the
1990s, when the country was in a recession. The Bank of Japan lowered interest rates and
increased the money supply, leading to increased investment, increased consumer
spending, and economic growth.

Central banks use a variety of tools to implement monetary policy. These tools
include:

o Open market operations: Central banks can buy and sell government bonds
in the open market to increase or decrease the money supply.

o Reserve requirements: Central banks can increase or decrease the amount of
reserves that commercial banks are required to hold. This affects the amount of money
that banks can lend to consumers and businesses.

o Discount rate: Central banks can increase or decrease the interest rate that
commercial banks must pay when borrowing funds from the central bank. This affects the
cost of borrowing for commercial banks, which in turn affects the cost of borrowing for
consumers and businesses.

o Margin requirements: Central banks can increase or decrease the amount of
money that must be held as collateral when banks issue loans. This affects the amount of
money that banks can lend to consumers and businesses [3].

The Federal Reserve is the central bank of the United States and is responsible for

implementing monetary policy in the U.S. economy. The Federal Reserve sets the target
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Federal Funds rate and uses open market operations to buy and sell government bonds to

increase and decrease the money supply.

The Federal Reserve also uses other tools, such as reserve requirements, the
discount rate, and margin requirements, to influence the money supply. By using these
tools, the Federal Reserve can influence the amount of money available for borrowing and
affect the cost of borrowing [1].

Monetary policy is a powerful tool used by countries to control their money supply
and, in turn, the amount of money available for use in the economy. We have explored
what monetary policy is, its goals, different types of monetary policies, expansionary
monetary policy, its effects and examples, and the role of the Federal Reserve in the

implementation of monetary policy [10].
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