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AGENDA

• Money and real economic activities?

• Why does money affect output?

• Modern monetary policy model

• Basic framework

• Analysis

• Extension
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THE TAYLOR’S PRINCIPLE
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WHEN 𝜷𝝅 > 𝟏
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WHEN 𝜷𝝅 < 𝟏
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WHEN 𝜷𝝅 IS WELL BELOW ONE
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MACROECONOMY DYNAMIC AND DIFFERENCE 
EQUATION
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A MORE RELEVANT EXAMPLE
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MACROECONOMIC STABILITY AND 𝜷𝝅
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GRAPHICAL REPRESENTATION
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CASE 1

11



12



13



14



15



EVIDENCE OF MONETARY POLICY RULES AND 
MACROECONOMIC STABILITY
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Clarida, Gali and Gertler (2000), \Monetary Policy Rules and

Macroeconomic Stability: Evidence and Some Theory“ QJE



EVIDENCE OF MONETARY POLICY RULES AND 
MACROECONOMIC STABILITY
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