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Fed FAQ:  

Monetary policy involves a pretty limited set of actions that are aimed at affecting financial 

conditions. Congress has given us a very specific set of goals. Those goals, in the realm of 

monetary policy, are two things -- promote maximum sustainable employment and we try to 

promote low and stable inflation. In order to do that, the way we get at those objectives is that we 

influence overall financial conditions. Through the actions of the Federal Reserve, we can 

influence financial conditions, mostly interest rates and some other asset prices, and by doing 

that, we can bring about conditions that'll be more conducive to achieving the objects that the 

Congress has given us to do. That's what monetary policy is. Fiscal policy is really quite 

different. Fiscal policy involves lots of decisions by the president and the Congress that have to 

do with things like spending and taxation. Fiscal policy involves a much broader range of tools, 

and fiscal policy's spectrum is much wider than monetary policy. 


