Tasks

(a) With the help of the data provided on the UK economy, describe the trend in inflation
rate between 1997 — 2003 and discuss the possible link between mﬂatlon rate and

growth rate. . ‘ RIUYE
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(b) Discuss the relevance of
Policy Committee in its deci
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The Role of Monetary Policy in relation to the 3 economic goals

The table below provides a framework to link up all the relevan{ elements.
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(c) with the help of the data provided, critically examine the effectiveness
Monetary Policy in stabilizing the economies of UK and Japan.

Context:
Economic stabilization

This broadly should cover both inflation and growth objectives.

Students should evaluate both in their analysis.
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Evaluate effectiveness of Monetary Policy in UK: (5m)
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Kyey Economic Indicators

Underlying reasons (Why?)

Inflation Rate:
Mostly below target of 2.5%
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Growth Rate:
Mostly above the average rate of

2.4% . MM

Overall Assessment. '
Creditable achievement:

healthy growth rates + benign
inflation rates

“Soft-landing”
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Evaluate effectiveness of Monetary Policy in Japan: (5m)

Key‘ Economic Indicators

| Underlying Reasoens -

Inflation Rate:
Negative [deflation]

Growth Rate:

Negative [ recession]

In fact it has been negative for over
a decade!

Overall assessment:
Dismal failure
Monetary Policy = impotent.
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Conclusion:



