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The role of money and monetary policy in an open economy New Keynesian framework
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i This theoretical study examined the role of money in a two-country New
Keynesian model. The purpose of this study was to understand the policy implications of the model
for international monetary policy analysis.

We constructed a two-country New Keynesian model in which both countries simultaneously face a zero
lower bound (ZLB) on nominal interest rates, focusing on the role of money and its impact on

international monetary policy. To our knowledge, no previous study investigates the role of money in
a two-country New Keynesian model with a ZLB.
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