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Monetary policy and its objectives



What are the objectives of monetary policy?

Economic prosperity and welfare of the Australian 
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What are the objectives of monetary policy? Price stability



What are the objectives of monetary policy? Full employment



Monetary policy transmission



If inflation is expected to be too high …

The Board
raises the cash rate 

to lower inflation

Inflation is too high



The transmission of monetary policy



If employment is expected to be too low (below full employment)

TestEmployment 
is too low

The Board 
lowers the cash rate 

to increase employment



Monetary policy trade-offs 



What trade-offs are involved?

• Over the longer term, price stability and full employment usually go hand -

in-hand
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Policy trade-offs
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Above full 
employment

Below full 
employment

Inflation above 
target

Inflation below 
target

Monetary 
policy restraint

Monetary policy 
support



What trade-offs are involved?

• Over the longer term, price stability and full employment usually go hand -

in-hand

• Even in the short -term, objectives often align

• But there are cases where trade-offs can arise 



Example of policy trade-offs: Negative supply shock
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Monetary 
policy trade -off



Monetary policy in practice



To achieve objectives

The RBA’s Monetary Policy Board meets eight times a year…

… are provided briefing material from the staff and discuss a broad range of issues…

… and makes decisions about the cash rate.



Recent high inflation episodes and policy 
responses



Navigating back to target after the COVID-19 pandemic
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Responding to the current high inflation episode
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Responding to the current high inflation episode
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