
 

Handout 1: The Employment Motive for Monetary 

Expansion under Perfect Information 
 

2.2 The Inflationary Bias of Monetary Policy – A Basic Model: 
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Combining (2.5) and (2.4), the equilibrium rate of monetary expansion is 

 ( )nNN −Α= *απ  . (2.6) 

 

 


