)
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signifi
cant effects on expenditure, there are important limits to its use.

Its im ]
pact is neither strong enough nor rapid enough that general monetary

Polic
Y alone can be expected to stabilize cycles of economic activity

(bp 443-8).

Th s "
e Commission?s analysis of monetary policy lays considerable stress

on the
importance of “credit conditions™ = i.e. the cost, terms and general

‘v.ilab
ility of credit to borrowers and, consequently, the terms and yields

Onwhi
ch savers may invest their funds (pp 423<6). It agrees with the Bank

1 through which real expenditures are
ry to affect these cost and avail=

of
Canada that this is the channe

inf1y
e
nced and that the suthorities must t
tent with the stab=-

t link

¥ factors to influence spending in a manner consis
ailed to find any other direc

11t
¥ of the economy. The Commission f
esses that it is not the

between the quantity of money and spending and Ly
jch the authorities should be concerned.

s on the similar effects of
ons (pp 425, 4k9=50)

ands of

"mon
&Y supply" as such with wh
The Commission laid considerable stres
.Qngt
ary policy and debt management on credit conditi

It th
Us argued the need for close co=ordination of the two str
Polie
¥ (p. 456). Nevertheless, the Commission found in reviewing the
"lri
Ous principles of debt management (pp 451=9) that it is not necessary

to
Press a strong counterccyclicll debt management policy in season and

ruments can normally influence

456=7), The general monetary inst
policy is not

Creg
it conditions sufficiently a8 long as debt management

Aty
vely impeding them; at times, nonetheless, debt operations ¢

an be

axt,
Temely helpful in establishing the right set of credit .conditionse
(o

* the Commission’s comments on nindex" bonds and Canada Savings Bonds,

See Pp I+58=9)o

(b)
Selective credit comtrols
financial policy

The Commission rejects the view that stronger

ot

thts should be sought by frequent use of selective credit controls
s =

Uch as asset ratios imposed on financial 1nstitutiona or manipulation



