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The Bank of England®s earliest banknotes suggest that the theory of an exogenous
money supply Is untenable

Kanai, Yuichi
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Expansionary monetary policies(policies for increasing the money supply)
are often adopted when the economy is in a slump. Howeber, a fundamental issue In monetary policy is
whether a central bank can control the money supply by manipulating the monetary base. As is well
known, this question has effectively devided the field of economics into two schools. The exogenous
and endogenous money thories have offered conflicting views on money supply since mid-18th century,
and even today"s application of econometric methods to the question has ended in fruitless debate.

This perhaps means that we should look beyond economertic approaches to settle the dispute. This
study tried that an examination of banknotes from a historical perspecive might bring about the
resolution of the longstanding debate.
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