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[J Aneconomist recognises that there are different types of money
and in attempting to measure the money supplyd will try to add
together as many of these as seems reasonable. [J [ U O 00 O O [
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DO00000000000000 Sowe start with base money
and then well have whats called M-10J which includes cheque
accounts[] demand deposits of banks [1 [1 and then M-2 which will
Include some savings depositst] some time deposits. [ 1 0 0 O [
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Jododododododododd Andyou work your way
up these different definitions of money all the time getting broader
and broaderJ until you end up with what most central banks will
refer to as broad money[d which is the broadest definition thats
Including as wide a set of financial obligations as its reasonable to
consider would be related to the business of exchange. [J [0 [J [0 [
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[J O Because traditionally the holding of cash meant foregoing



Interestl] economists assume people minimise their cash-holding
and prefer to hold deposits which earn interest. But the cost of
holding deposits is the need to convert them into cash before they
canbespent U0 D00 DOOU0OOOOOOODOOODOO
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no longer necessary. Technology allows the use of savings account
balances through EFTPOS without converting the balances into cash
first. You simply use your card to make a purchase. Alsol] because
building societies and credit unions paid higher interest rates than
banks[] people moved their deposits out of the banking system into
what we referedtoasbroad money. U OO0 O OO0 O 00000
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OOoo0oo® Ooodo” O Andso for these reasons the
relationship that existed before between economic activity and M-3
hasbeenbrokendown. O 0 OO0 OO O0U0O0O0OUOOOOOO
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