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TOWARDS A VIEW ON MONETARY POLICY

I g The following points on your draft of 25.” 1.80 owe something
to my having had the advantage of seeing some of the comments of other

recipients.

- I would gladly see the first sentence slightly weakened.
The thrust of monetary policy is tight or loose as the growth of money
supply is less than greater than the growth of demand for money at
a given real interest rate. At best nominal interest rates and the
o f me nominal aggregate are alternative indicators

f policy - > thich the growth of some nominal

ate relative to some nominal output level is to be
preferred. 'Measure' suggests the feasibility of a degree of certainty

about the threat which may not be attainable.

3 There seems be an ambiguity in paragraph 7. When monetary

policy is said te 'work througi interest rates, is the reference to

its effects on aggregate demand, inflat ion ectations, the exchang
rate, etc., or (as I suspect the notion that money and credit
markets clear s that, ce teris paribus, tighter n ney always means
higher interest rates:

I have serio automaticity not only because

nmits one not and relevant information but

80 because I ormulae' concerned would
not have 3
not have juences than present procedures.

Annex D reflects but remains imprecise.
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