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Abstract

We consider the properties of two monetary policy rules (monetary targeting, Taylor-type interest
rate rule) in an intertemporal equilibrium model with capital accumulation and two outside assets
(government bonds, fiat money). The paper shows that the long-run behaviour of the economy
depends critically on whether under the monetary-fiscal regime the steady-state real interest rate
is independent of inflation. If this is the case, there exists in our model a unique steady state with
stable adjustment dynamics under either monetary policy rule. By contrast, if superneutrality fails,
dynamics under the interest rate rule may suffer from global indeterminacy arising from multiple
steady states which do not necessarily differ in terms of the 'activeness' of the interest rate
feedback on inflation. This is ruled out under monetary targeting.
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JEL classification: E52, E63, H62



Zusammenfassung

Diese Arbeit untersucht die Eigenschaften von zwei geldpolitischen Regeln
(Geldmengensteuerung, Zinsregel vom Taylor-Typ) in einem intertemporalen
Gleichgewichtsmodell mit Kapitalbildung und zwei staatlichen Aktiva (staatlichen Schuldtiteln,
Fiatgeld). Es wird gezeigt, dass die langfristigen Eigenschaften der Modellökonomie wesentlich
davon abhängen, ob unter dem monetären und fiskalischen Regime der langfristige Realzins
unabhängig von der Inflationsrate ist. Wenn dies der Fall ist, besitzt unser Modell ein eindeutiges
langfristiges Gleichgewicht mit stabiler Anpassungsdynamik unter beiden geldpolitischen Regeln.
Ist jedoch Geld nicht superneutral,  besteht bei der Zinsregel die Gefahr, dass die Dynamik des
Systems global indeterminiert ist aufgrund multipler langfristiger Gleichgewichte, die sich nicht
notwendigerweise in der Stärke des Feedback-Effektes bezüglich der Inflation in der Zinsregel
unterscheiden.  Eine derartige Konstellation globaler Indeterminiertheit tritt bei der
Geldmengensteuerung nicht auf.
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January 2001 Unemployment, Factor Substitution, Leo Kaas
and Capital Formation Leopold von Thadden

January 2001 Should the Individual Voting Records Hans Gersbach
of Central Banks be Published? Volker Hahn

January 2001 Voting Transparency and Conflicting Hans Gersbach
Interests in Central Bank Councils Volker Hahn

January 2001 Optimal Degrees of Transparency in
Monetary Policymaking Henrik Jensen
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Does it Make? Alex Cukierman

February 2001 What can we learn about monetary policy Andrew Clare
transparency from financial market data? Roger Courtenay

March 2001 Budgetary Policy and Unemployment Leo Kaas
Dynamics Leopold von Thadden

March 2001 Investment Behaviour of German Equity
Fund Managers – An Exploratory Analysis
of Survey Data Torsten Arnswald

April 2001 The information content of survey data
on expected price developments for
monetary policy Christina Gerberding

May 2001 Exchange rate pass-through
and real exchange rate
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July 2001 Interbank lending and monetary policy Michael Ehrmann
Transmission: evidence for Germany Andreas Worms

September 2001 Precommitment, Transparency and 
Montetary Policy Petra Geraats

September 2001 Ein disaggregierter Ansatz zur Berechnung
konjunkturbereinigter Budgetsalden für
Deutschland: Methoden und Ergebnisse * Matthias Mohr
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and Output: World-Wide Evidence Hans-Eggert Reimers
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mission in the Euro Area I. Hernando, U. von Kalckreuth

P. Vermeulen

* Available in German only.
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lyse anhand der Generationenbilanzierung * Bernhard Manzke

March 2002 The pass-through from market interest rates
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April 2002 Dependencies between European
stock markets when price changes
are unusually large Sebastian T. Schich

May 2002 Analysing Divisia Aggregates
for the Euro Area Hans-Eggert Reimers

May 2002 Price rigidity, the mark-up and the
dynamics of the current account Giovanni Lombardo
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Liquidity in the Neuer Markt Julie Ann Elston

June 2002 Monetary Transmission in the
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the Speed of Adjustment Jürgen Schröder
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Evidence from the Daily
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June 2002 Monetary indicators and policy rules
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European Interbank Market Jens Tapking
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Visiting researcher at the Deutsche Bundesbank

The Deutsche Bundesbank in Frankfurt is looking for a visiting researcher. Visitors should
prepare a research project during their stay at the Bundesbank. Candidates must hold a
Ph D and be engaged in the field of either macroeconomics and monetary economics,
financial markets or international economics. Proposed research projects should be from
these fields. The visiting term will be from 3 to 6 months. Salary is commensurate with
experience.

Applicants are requested to send a CV, copies of recent papers, letters of reference and a
proposal for a research project to:

Deutsche Bundesbank
Personalabteilung
Wilhelm-Epstein-Str. 14

D - 60431 Frankfurt
GERMANY
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