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MONETABY POLICY AND INFLATION

The following passages are from a statement by mestic bond market in 1968 and a further reduction
Louis Rasminsky, Governor of the Bank of Can- lest yeor. But part of the decline was offset by in-
at a meeting of the Canadian Club of Montreal cressed borrowlng in foreign markets. So far as the

Pebruary 2: mortgage market la concerned, the willingness of
... For some time now, monetary policy has been borrowers te psy high iuterest rates resulted in the

ngly directed toward the reduction of inflationary flow of fwids into mortgages beig relatively well
sures, and credit conditions have been steadily maintained ntil the second lf of 1969, when this
tening. The cost of money, which is, of course, too tapered off.
ttly influenced by external as well as domestic As regads bank Ins, it took some time for the
lopments, has risen almost continuously since restictve monetaiy policy te have a substautiel im-

tember 1968, to record levels. pact on their availabilty. This occurîed parIl b.-
The economic purpose of tight credit conditions cause in the autumu of 1968, when the t re-

3 influence businessmen and consumers to reduce strictive phase of munetary policy was lulti the
rate of increase in their total spending and so bauka were very lquid, and partly bec they have
en the pressure of demand in the economy. These shown thmm*Ives wling undêr the of ban
sions, to spend or not to spend, are, of course, demsu4 te t ty m n to r"
enced not only by the cost of credit but also by ably lower 1 4px had occurre4 in the postwar
availability. Over the past year or two, it has period. By the early of 1969, the coubluation
a longer for a general restriction of availability of the restrictive poiicy of the central bank, on the
levelop than it has for the cost of credit to in- one baud, snd the coinued expaniin--i bank bans,
tse. It is true that there was a substantial decline on the other, had reduced the buks' ratio ef more
he amount of long-tenu bonds issued in the do- liqid aseets to total assets te a note vely-

couifertable fiure ef 30 per cent, and by April 1969
this lied fallen <below 29'per cent, to a siaw Iew. In
that tuonth, mroeteBn fCnd none
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