Accommodation Policy (Interest rate policy)

Restrictive policy 

vs. 

Expansionary

(To combat inflation)



(To combat unemployment / stimulate

                                                          economic growth)
1. SARB increases repo rate


SARB decreases repo rate

2. Banks increase prime lending rate
Banks decrease prime lending rate

3. Cost of money increases


Cost of money decreases

4. People borrow less money

People borrow more money

5. Ms is reduced




Ms is increased

6. Economic activity slows down

Economic activity increases

Open-market Policy (Government bonds)

Restrictive policy 

vs. 

Expansionary

(To combat inflation)



(To combat unemployment / stimulate

                                                          economic growth)

1. SARB sells G bonds


SARB buys G bonds

2. Reduction in banks’ reserves

Banks have excess reserves

3. Banks create less demand deposits
Banks create more demand deposits

4. Ms decreases




Ms increases
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Economic activity slows down

Economic activity increases

