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Money Multiplier Models and its Stability
Applied Study: Kuwait

Summary

Economic stability is characterized by a stable monetary multiplier,
making it easier for central bank decision makers to take appropriate
monetary policy to address some of the problems experienced by the
local economy. Economic studies with different backgrounds and
approaches have provided through multiple economic theories detailed
presentations on the components of the monetary base and its role in



the formation of different monetary multiplier formulas and indicated
some solutions related to some problems related to the formula of the
money multiplier, which suffers from instability and multiplicity of
solutions, and these solutions have been added by introducing dynamic
reforms introduced to the simple multiplier model through the partial
adjustment model and through the model of dynamic Expectations.

The results of this study indicated that the simple multiplier model
is stable and this in turn will help monetary policy makers control the
amount of money supply and determine the appropriate values for each
of the variables of the monetary base and reserves and the amount of
cash in circulation to determine the amount of money supply accurately.
It will also build sound foundations that will help monetary policy
makers to control the appropriate amount of money supply in order to
make the right economic decisions.
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