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Abstract

There 1is no doubt that money plays a vital
role in an economy as the quantity of money and
credit affects the level of output of goods and
services. Presently, Malaysia is exXperiencing a
rapid growth in its economy, relatively money
supply will also increase which simultaneously

increase its GDP and GNP.

The increase in money supply has lead to the
decrease 1in unemployment rate. However the cen-
tral bank through monetary policy has control the
circulation of money in the economy as the eXxcess
of money supply will lead to inflationary pressure

in the country.
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CHAPTER 1
INTRODUCTION
1.1 INTRODUCTION

Unemployment or inflation, either separately
or in combination, have been the focus of macroec-
onomics, since its birth. Indeed, the problems of
explaining the causes of unemployment and pre-
scribing cures were the reason for the creation of
macroeconomics as distinct from the much older
subject of monetary theory which focused on the

more established problem of inflation.

The subsequent determination of economic
performance, in terms of higher unemployment,
accounts for a large part of the accompanying
disillusion with the subject and its practition-
ers. Unlike many other dimensions of economic
achievement and failures, unemployment is readily
measurerable, paiqful experience and therefore of
direct and immediate concern to participant in all

market.
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