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In this thesis, I theoretically investigate the
basic nature of a dynamic economy with in-
finitely living consumers that have money in
their utility functions, which captures the
transaction facilitating function of money.
Amongst various concerns, dynamic stability
of a stationary state, turnpike properties and
the effect of temporary policies are particularly
focused on. Chapter 1 proves the global stabil-
ity of the stationary state by using a money-in-
utility model with a representative consumer.
Chapter 2 introduces many heterogeneous con-
sumers and investigates the effect of fiscal and
monetary policy conducted at the initial time
point. Chapter 3 generalizes the model of
Chapter 2 and proves a turnpike theorem and
the inefficacy of temporary policies.

Chapter 1 and the first half of Chapter 3
are devoted to proving the dynamic stability

- convergence of the time trajectory in an
equlibrium - - - of economic variables including
the price index. I believe it to be fairly natural
that under the constant money supply rule, the
price level will converge over the time horizon,
which may be implied by the famous quantity
equation Mv=PT. Indeed, Matsuyama notes in
his paper [1991] that “It is almost an axiom

among monetary economists that stable money
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supply ensures stable prices in a stable envi-
ronment”. However, there are few studies that
logically support the “axiom”, which has been
a primary motivation for my studies related to
dynamic stability.

Chapter 2 and the latter half of Chapter 3
study the effect of temporary policies that re-
distribute wealth among various types of con-
sumers. The set of studies is motivated by
the following; in monetary economies, tempo-
rary redistribution of wealth is more important
than in economies without money, since mon-
etary policy frequently causes unanticipated
transfer of wealth through shocks on the price
level: unanticipated inflation caused by an ex-
pansion of money supply often unfairly redis-
tributes wealth from creditor to debtor. Al-
though the effect of temporary fiscal policy was
investigated by Yano [1984a, b, 91, 98] in real
economies without money, Yano-type dynamic
general equilibrium analyses have not yet been
conducted on monetary economies. My stud-
ies intend to fill this gap; I believe that the
absence of such analyses gives meaning to my

studies.
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