Private debt to GDP ratios Debt-financed demand percent of aggregate demand
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Are We "It" Yet?

- Biggest debt bubbles in history...
Private debt to GDP ratios
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Are We "It" Yet?

+ "If income is to grow, the financial markets ... must
generate an aggregate demand that, aside from brief
intervals, is ever rising.

For real aggregate demand to be increasing, ... it is
necessary that current spending plans, summed over all
sectors, be greater than current received income

- and that some market technique exist by which aggregate
spending in excess of aggregate anticipated income can
be financed.

» It follows that over a period during which economic
growth takes place, at least some sectors finance a part
of their spending by emitting debt or selling

assets." (Minsky 1982, p. 6; emphasis added)
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Are We "It" Yet?

» Aggregate demand & unemployment 1920-1940

Correlation of change in private debt and unemployment
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Are We "It" Yet?

» Aggregate demand & unemployment 1990-2010

Correlation of change in private debt and unemployment
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Are We "It" Yet?

ADebt

+ Debt-financed proportion of aggregate demand: -5~ -

Debt-financed demand percent of aggregate demand
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Are We "It" Yet?

* Unemployment: end of the storm or just a lull?

Unemployment Great Depression vs Today
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Inflation

Are We "It" Yet?

* Far larger Fed response: quantitative easing then & now

» "Printing press” may have stopped nascent deflation

Change 1n MO and Inflation, Great Depression
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But will it be sustained?
» Over to modelling...

Annual change 1n MO

Inflation

Change 1n MO and Inflation, Great Recession

>>< Inflation

£+ 3 Change 1n Base Money (RHS

11N
I'Iu

= D WA 0Oy 90 9 O

Years since 2000

150
140

—1130
120

110
100
90
30
10
60
50
40
30
20
10

9 95 10 105 19

Annual change 1n MO



Are We "It" Ye’r?
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Are We “I‘(" Yet?

Circuit:
Which gives
more “bang
for buck”
—rescuing
bankers or
debtors?
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Are We "It" Yet?

* Debt-deflationary dynamics in strictly monetary Minsky
-Circuit model

+ "The Great Moderation”, then "The Great Crash”

; Bank Accounts Debt to Output Ratio
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< Employment
-8 Profit
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>—>¢ Workers
== Capitalists
&4 Bankers




Are We "It" Yet?

+ QED: a new approach to dynamic modelling
- Inspired by Godley SAM approach

- Extended to continuous time
+ Ideally suited to financial flows

- Model dynamics via a GodleyTable:
ako Godley Table - default SIS -

File Action View

| 0 [ 0 [ 0 [ @ [ @O
BT BV FD I5iL WD
1] N 1] ] 0
1l Lend Money -A A
[] Record Loan A
] Compound Debt B
1l Pay Interest c -C
] Record Payment =c
] Deposit Interest -D D
[] Wages =z Iz
] Deposit Interest F F
1l Consumption -G e}
] Consumption H -H
] Repay Loan It =1l

To edit selected cell press <Enter= or F2 key

Auto Resize

b - » - e




Are We "It" Yet?

» Equation entry:
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