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CHANNELS OF TRANSMISSION OF MONETARY POLICY
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The Monetary Policy Curve
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FIGURE 23-1 The Monctary Policy Curve
e uprarard slope of the MF* curve indicates dthas dhe cenral bank raises peal inwerest rawes when inflabdon
rises bocause monemry policy follows the Taylor principle.
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FIGURE 23-2 3hifts in the Monetary Policy Curve

Mustonomows changes in monetary policy, sach as when a cemral bank dhenges the real mverese rase as
arvy piven nfladon raee, shift the HPcwrwe. An ausonomaonss dphening of monesary policy dhat eneresses
the real imencse race shifis the 8P curve up w0 M7, whereas an aueonomicus czsing of moneary pobicy
that krwers the real ineerest rate shifis che M curve Jorsn 0 .'J."ﬁ
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