Monetary Policy

1.Monetary Policy
Monetary policy refers to the actions undertaken by a nation'scentral bank to control money supply to achieve macroeconomic goals that promote sustainable economic growth.

1.1 Types of monetary policy
There are two types of monetary policy.

1. expansionary  monetary policy  ( to control deflation)

2. contractionary monetary policy ( to control inflation)

1.2 The effects of monetary policy on interest and the economy
1. expansionary  monetary policy  ( to control deflation)

If a country is facing a high unemployment rate during a slowdown or a recession, the monetary authority can opt for an expansionary policy aimed at increasing economic growth and expanding economic activity. As a part of expansionary monetary policy, the monetary authority often lowers the interest rates through various measures that make money saving relatively unfavorable and promotes spending. It leads to an increased money supply in the market, with the hope of boosting investment and consumer spending. 
2. contractionary monetary policy ( to control inflation)

 increased money supply can lead to higher inflation, raising the cost of living and cost of doing business. Contractionary monetary policy, by increasing interest rates and slowing the growth of the money supply, aims to bring down inflation.
