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This week's topic focuses on monetary policy. Monetary policy comprises of the activities of a national bank, cash board or other administrative advisory group that decide the size and rate of development of the cash supply, which thus influences interest rates. Monetary policy is kept up through activities, for example, altering the interest rate, purchasing or offering government securities, and changing the measure of cash banks are required to keep in the vault (bank reserves). The Federal Reserve is responsible for the United States monetary policy. 
When we think of the goals of monetary policy, we naturally think of standards of macroeconomic performance that seem desirable—a low unemployment rate, a stable price level, and economic growth. It thus seems reasonable to conclude that the goals of monetary policy should include the maintenance of full employment, the avoidance of inflation or deflation, and the promotion of economic growth. But these goals, each of which is desirable in itself, may conflict with one another. A monetary
policy that helps to close a recessionary gap and thus promotes full employment may accelerate inflation. A monetary policy that seeks to reduce inflation may increase unemployment and weaken economic growth. You might expect that in such cases, monetary authorities would receive guidance from legislation spelling out goals for the Fed to pursue and specifying what to do when achieving one goal means not achieving another. However, the biggest strength of monetary policy would be are expanded responsibility and straightforwardness with respect to the Federal Reserve. (Rittenberg, 2013)
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