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[s this indicative of differences in wellbeing?
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Countries Growth: US Real GDP Per Capita
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(3)Stiglitz, Joseph E., 1991. Alternative Approaches to Macroeconomics:
Methodological Issues and the New Keynesian Economics. NBER Working Paper
3580.

(4)Woodford, Michael, 1999. Revolution and Evolutionin Twentieth-Century
Macroeconomics. Princeton University, June 1999.

(5)US Financial Crisis Policy Timeline.

(6)Ben Bernanke, 2013.The Federal Reserve and The Financial Crisis. Princeton
University Press. (HH3CA) KRAA®E:  (ERPIAR) , 15 H 42014
QSH‘& o
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FEGDP (EFp) FIFKF CRAL: Hortb)

FEp 19804F | 19814F | 19824F | 19834F | 19844F | 19854F | 19864F | 19874F | 19884
GDPHKR | 7.8 5.1 9.0 10.8 15.2 13.4 8.9 11.7 11.2
FEp 19894F | 19904F | 19914F | 19924F | 19934F | 19944F | 19954F | 19964F | 19974
GDPHKZ | 4.2 3.9 9.3 14.2 13.9 13 11 9.9 9.2
FA 19985F | 19994F | 20004 | 20014F | 20024F | 20034F | 20044F | 20054F | 20065
GDPHEKZER | 7.8 7.7 8.5 8.3 9.08 10.03 | 10.09 | 11.31 | 12.68
Fy 20074F | 20084E | 20094F | 20104F | 20114F | 20124F | 20134F | 20144F | 20154F
GDPHK# | 14.16 9.63 9.21 10.45 9.30 7.65 7.67 7.40 6.9
FEAn 20164F | 20174F | 20184F
GDPHKZE | 6.7 6.9 6.6

U 2018 NIMFRIHIM s . TERRIE: EXgiihfms RN RERAT;
WEO(IMF,2018,January).




FEEED (CPD ZKFEKERIE CFRAZ: H 73Tl

FEh 19804F | 19814F | 19824F | 19834F | 19844F | 19854F | 1986%F | 19874F | 1988%F
CPIGEERIE | 6.0 2.4 1.9 1.5 2.8 9.3 6.5 7.3 18.8
FEAy 19894F | 19904F | 19914F | 19924F | 19934F | 19944F | 1995%F | 19964F | 19974F
CPIKEIRE | 18.0 3.1 3.4 6.4 14.7 24.1 17.1 8.3 2.8
4 19984F | 19994F | 20004F | 20014F | 20024E | 20034F | 20044F | 20054F | 20064F
CPIEKEE | -0.8 -1.4 0.4 0.7 0.8 1.2 3.9 1.8 1.5
FEAp 20074 | 20084F | 20094 | 20104E | 20114F | 20124 | 20134F | 20144 | 20154
CPIFEEKIE | 4.8 5.9 0.7 3.3 5.4 2.6 2.6 2.0 1.4
FE4y 20164 | 20174F | 20184F
CPITKEIRE | 2.0 1.6 2.1

BORLRIE: EXG R T EANRIRT
Rasritt  KEGIE 2D .

(R NECILANE20184 [E
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#XGDP |g1= i - S e | AN ARBICE
O %$ (éghﬂhgéﬁhmﬁggﬁr‘ﬁﬁfﬂ @ﬁﬁﬁ (NET/

(Jifzot) | CHATEHD (JifZ7t) HLFTD)| g0
2006 21.63 12.68 1.5 34.56 12.86 2.91 4.82 8.44 1.066 7.809
2007 26.58 14.16 4.8 40.34 16.91 33 6.81 11.52 1.528 7.305
2008 314 9.63 59 47.52 20.71 3.71 9.21 14.96 1.946 6.835
2009 34.9 9.21 -0.7 61.02 22.75 4.16 10.24 17.52 2.399 6.828
2010 40.15 10.45 33 72.59 25.93 4.86 13.67 20.68 2.847 6.623
2011 47.31 9.3 5.4 85.16 28.1 5.59 16.88 23.24 3.181 6.301
2012 51.95 7.65 2.6 97.41 29.45 6.06 19.17 23.67 3314 6.286
2013 56.88 7.67 2.6 110.65 31.73 6.5 20.6 26.43 3.821 6.097
2014 63.65 7.4 2 122.84 33.82 6.72 22.69 27.07 3.843 6.119
2015 68.91 6.9 1.4 139.23 31.78 6.99 20.65 24.85 3.33 6.494
2016 74.4 6.7 2 155.01 34.37 7.49 23.41 21.94 3.011 6.937
2017 82.71 6.9 1.6 167.7 36.29 7.1 24.4 20.52 3.14 6.534
2018 90.03 6.6 2.1 182.67 37.25 7.32 33.1 21.26 3.07 6.853
Vil (1) WONERRIE. (2) GDPHIKZRNER SIFRGDPHK R, Bl4 15 b B A RATER RTINS 25 Was

N ENREATER RIS EREE ARMICFNERRE 5 HINRTX S TTICRFE . 2018412

EHE N L RE13.9514.

(3) Hdk B EARRT. PREZSNE. BZSNCERR. HEINCARE S b,
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FERTYFEESAREE (20060 (BAL: 2T ART)

Balance sheet of PBC (2006; unit: 0.1billion RMB)
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8577264
84360 .81
337.24
107459
285641
285641

6516.71
2194975
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11412 84
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TT757.83
29138.70
4845926
4822390

23536

159.87
159.87

2974058
926.33
10210.65
219.75
971955
128574.69

VORI B ARSEIT (2006 1R FE B T 4 R % i 420, www pbe.gov.cn.



FEGE T H R AR (B AT N T

Balance sheet of PBC (0.1 billion RMB)

IiH Item 2017.01 2017.12 2018.06 2018.12
[E#p %= Foreign Assets 225614.58 221164.12 220183.33 217648.06
4I” Foreign Exchange 217337.6| 214788.33 215193.78 212556.68
1% ¥ 4> Monetary Gold 2541.5 2541.5 2541.5 2569.79
HoAh [E 4p %t 7= Other Foreign Assets 5735.48 3834.29 2448.05 2521.59
SHEURFF AL Claims on Government 15274.09 15274.09 15274.09 15250.24
Her. ey Of which: Central Government 15274.09 15274.09 15274.09 15250.24
ot FoAh AF kot A 7] AL Claims on Other Depository Corporations 91346.34 102230.35 103424.01 111517.46
Sof HoAth 4= Bl A 5] 4 Claims on Other Financial Corporations 6316.41 5986.62 5947.94 4642.60
SofAE 4Rl 51 1454 Claims on Non-financial Sector 79.57 101.95 54.37 27.84
HAth %= Other Assets 9636.66 18174.48 17818.71 23405.85
BEFE Total Assets 348267.65 362931.62 362702.44 372492.06
fi 42T Reserve Money 307810.72 321870.76 318471.19 330956.52]
1% M 4T Currency Issue 96762.57 77073.58 75657.75 79145.50
HATE #5172k Deposits of Other Depository Corporations 211048.15 243802.28 237805.08 235511.22
AE4ENLH 17 2k Deposits of Non-financial Institutions 994 .9 5008.36 16299.8
ATt 58 T i e 2 747 8 672475 501923 37463 401633
K47 Bond Issue 500 200.00
[E| 4} 71 f% Foreign Liabilities 1235.17 880 1117.8 1164.51
U7k Deposits of Government 20071.11 28626.03 32041.47 28224.74
H %4> Own Capital 219.75 219.75 219.75 219.75
HAh k% Other Liabilities 1806.15 6315.84 7105.73 7710.20
B FfE Total Liabilities 348267.65 362931.62 362702.44 372492.06

BORIRIE: o ENRRAT
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FIREEHT BT A

w0 OF| SEORR et (B (ke | ST aetr e i ke | g Ote | e 07 | BT ’Ej’fg”ﬂ%
{2,763 70) o kb)) " ®) ) (JifezE0) | %=0) FI0) {235 70) ) J2ET0)
2006 13.86 2.7 2.5 4.4 7.06 0.87 0.81 0.78 0.02 1.066 7.809
2007 14.48 1.78 4.1 5 7.49 0.88 0.82 0.78 0.03] 1.528 7.305
2008 14.72 -0.28 0.1 7.3 8.25 2.25 0.58] 0.85 0.86] 1.946 6.835
2009 14.42) -2.76 2.7 9.9 8.53 2.24 1.9 0.89 0.98 2.399 6.828
2010 14.96 2.53 1.5 9.3 8.82 2.43 2.22) 0.92 1.02 2.847 6.623
2011 15.52 1.6 3 8.5 9.61 2.92] 2.6 1.03 1.56 3.181 6.301
2012 16.16 2.32] 1.7 7.9 10.5 2.92 2.76 1.13] 1.49 3.314 6.286
2013 16.69 2.22) 1.5 6.7 10.9§ 4.02 3.89 1.2 2.25 3.821 6.097
2014 17.39 2.39 0.8 5.6 11.67 4.5 4.39 1.3 2.38 3.843 6.119
2015 17.87 2.4 1.3 5 12.31 4.48 4.38 1.3§ 1.9§ 3.33 6.494
2016 18.56 1.6 1.7 4.7 13.19 4.45 4.37 1.46 1.76 3.011 6.937
2017 19.5 2.5 1.7 4.1 13.84 4.46| 4.38 1.53] 2.07 3. 14 6.534
. (1) BNERETE. (2) GDPEEKZFNEELFRUH: (1) EBM#017ELEE. XITHE. SITHESNF. FENIERRTNE=FTEEE, L&Y
NEXEIE. (2) GDPHKFNEHZ LFRGDPM KR, B EIREBRMBERKITHIMERT,; HEENEBEERSMIMTFERES ST, ARMICRNERREF—

AN N R Tt L it . 20174 K E A H A &83.2312,

www.tradingeconomics.com,

(3) #¥5K EHFederal Reserve Banks Combined Financial Statements. research.stlouisfed.org.
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The FOMC raised the federal funds rate target range in
March and June of 2018

Daily Percent

10-year Treasury rate

2-year Treasury rate

— ) Ny J\ A A M M
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

NOTE: The 2-year and 10-year Treasury rates are the constant-maturity yields based on the most
actively traded securities. SOURCE: Department of the Treasury; Federal Reserve Board;
FED(Monetary Policy Report July 2018, pp31).

Selected interest rates in USA
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The FOMC 1ntends to implement a balance sheet
normalization program

The size of the Federal Reserve’s balance sheet has begun to decrease.

Weekly Trillions of dollars
5.
4.
Assets 4.
Other assets 3.
%
debt and mortgage-backed securities holdings 2.
1.
1

Treasury securities held outright

Federal Reserve notes in circulation

C o eyels . Capital and other liabilities
Liabilities and capital

I =1 =1 =1 == = =1 = =1V~

e

ERRRRRRARNRRNRRRRRRED
HRRRERERRE RN

e e b e b e b e b b b e b e

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

NOTE: “Credit and liquidity facilities” consists of primary, secondary, and seasonal credit; term auction credit; central bank liquidity
swaps; support for Maiden Lane, Bear Stearns, and AIG; and other credit facilities, including the Primary Dealer Credit Facility, the Asset-
Backed Commercial Paper Money Market Mutual Fund Liquidity Facility, the Commercial Paper Funding Facility, and the Term Asset-
Backed Securities Loan Facility. “Other assets” includes unamortized premiums and discounts on securities held outright. “Capital and
other liabilities” includes reverse repurchase agreements, the U.S. Treasury General Account, and the U.S. Treasury Supplementary
Financing Account. The data extend through July 4, 2018. SOURCE: Federal Reserve Board, Statistical Release H.4.1, “Factors
Affecting Reserve Balances” ; FED(Monetary Policy Report July 2018, pp42).

Federal Reserve assets and liabilities
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Federal Reserve balance sheet
(2007; unit: 0.1 billion dollars3EJG)

T i fif

EUMFESF:  BCTEU AL # 8213 | it ANl R AT 7762
UF 35 LA B iR AT o i WATHE (FFaEEe) 330
Wi 5K 22 | WMHEEE® 51
{4 F1 SDR fEAERK P 132 | SREFH AL 219
EA 10 | 38 GE el {ifd B a1 42
FEle A e 4= 1 H 32 | AR & i R AR T H 397
HARBPT & ot e 394

it 8803 | &t} 8803

i f} % 5: Federal Reserve Bulletin (2007).
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Federal Reserve Banks Combined Statements of Condition
As of December 31, 2015 and December 31, 2014(in millions)

ASSETS
Gold certificates
Special drawing rights certificates
Com
Loans
System Open Market Account:
Treasury securities. net (of which $18,.960 and $11.144 is lent as of December 31. 2015 and
2014, respectively)
Government-sponsored enterprise debt securities, net (of which $146 and $633 1s leat as of
December 31. 2015 and 2014, respectively)
Federalagency and govemment-sponsored enterprise mortgage-backed securities, net
Foreign currency denominated mvestments, net
Central bank liquidity swaps
Accrued mterest recervable
Other assets
vestments held by consolidated variable interest entities (of which $1.778 and $1.808
is measured at fair value as of December 31. 2015 and 2014, respectively)
Bank premuses and equipment. net
Items in process of collection
Deferred asset - remittances to the Treasury

Other assets
Total assets

Note 4
Note 3

Note 6
Note 7

2015 2014
11,037 ) 11.037
5.200 5.200
1,890 1.873
115 145
2.580.676 2.596.241
33.748 39.990
1.800.449 1,789.083
19,567 20,900
997 1.528
25418 25.644
14 29
1,778 1.811
2,603 2,630
210 86
- 667
1,063 910
4.484 765 S 4497774




Federal Reserve Banks Combined Statements of Condition
As of December 31, 2015 and December 31, 2014(in millions)

2015 2014
LIABILITIES AND CAPITAL
Federal Reserve notes outstanding. net $ 1,379,551 S 1.208.725
System Open Market Accouat: Note 5
Securities sold under agreements to repurchase 712,401 509.837
Other Labilities 508 830
Liabilities of consolidated variable mterest entities (of which $21 and $41 is measured
at fair value as of December 31. 2015 and 2014, respectively) Note 6 57 127
Deposits:
Depository mstitutions 1.977.166 2.377.996
Treasury, general account 333,447 223432
Other deposits 36,532 25,560
Interest payable to depository mstitutions 252 124
Accrued benefit costs Notes 9and 10 2,892 3.089
Defemred credit items 246 641
Accrued reputtances to the Treasury 1.953 -
Other liabilities 252 249
Total hiabilities 4445257 4.440.630
Capital paid-in 29,508 28,572
Surplus (including accunmiated other comprehensive loss of $3.802 and $4.168 at December 31,
2015 and 2014, respectively) 10.000 28.572
Total capital 39.508 57.144
Total liabilities and capital $ 4484 765 S 4497774
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Federal Reserve Banks Combined Statements of Condition
As of December 31, 2016 and September 30, 2017(in millions)

September 30, 2017

December 31, 2016

Assels
Gold certificates
Special drawing rights certificates

Coin
Loans Note 1
System Open Market Account: Note 2

Treasury securities, net (of which $27,138 and $25,195 is
lent as of September 30, 2017, and December 31, 2016,
respectively)

Government-sponsored enterprise debt securities, net (of
which $0 and $44 is lent as of September 30, 2017, and
December 31, 2016, respectively)

Federal agency and government-sponsored enterprise
mortgage-backed securities, net

Foreign currency denominated investments, net
Central bank liquidity swaps

Accrued interest receivable

Other assets

Investments held by consolidated variable interest entity (of
which $1,733 and $1,742 is measured at fair value as of
September 30, 2017, and December 31, 2016, respectively) Note 3

Bank premises and equipment, net
Items in process of collection
Other assets

Total assets

$ 11,037
5,200
1,866

196

2,550,838

7,131

1,821,363
21,112
3,620
23,632

13

1,733
2,552
74
941

$4,460,308

$ 11,037
5,200
1,873

63

2,067 422

16,648

1,795,003
19,442
5,563
25,598

8

1,742
2,564

118
1,056

$4,453,337
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Federal Reserve Banks Combined Statements of Condition
As of December 31, 2016 and September 30, 2017(in millions)

September 30, 2017 | December 31, 2016

Liabilities and capital

Federal Reserve notes outstanding, net Mote 4 $1,532,150 $1,462,939
System Open Market Account:

Securities sold under agreements to repurchase Note 2 556,792 725,210

Other liabilities 665 1,012
Liabilities of consolidated variable interest entity (of which $19

and $32 is measured at fair value as of September 30, 2017

and December 31, 2016, respectively) 20 33
Deposits:

Depository institutions Mote 5 2,072,844 1,759,675

Treasury, general account Mote 6 159,322 399,190

Other deposits 91,307 58,413
Interest payable to depository institutions and others 227 403
Accrued benefit costs 2,793 3,118
Deferred credit items a7 922
Accrued remittances to the Treasury 1,613 1,725
Other liabilities 570 255

Total liabilities 4,419120 4,412,895
Capital paid-in Note 7 31,188 30,442
surplus (including accumulated other comprehensive loss of

$3.779 and $3,985 at September 30, 2017 and

December 31, 2016, respectively) Mote 7 10,000 10,000

Total capital 41,188 40,442

Total liabilities and capital $4,460,308 $4,453,337

21



642545

5622.27
4819.09
4015.91
321273
240954
1606.36
803.18
0.00

1990-12-31 1997-12-31 2005-01-31 2012-02-29 2019-02-26

131.95

VOLUME: 35.97{Z MAS: 32.70{Z MA10: 29.97{Z,

iFEZEdE:
1991-2019

87.967 ‘
43987

|

non i

2.75hA
2485
2.2158
1.947

1.67h8
14058
1.135
8591.29

2884.75
2

37.86{Z

27.50{Z
17.15(2 |
6.794%

1BIFHT (DJTA] 2019-02-26 22:37  SPMA= 10PMA= 20PMA = 30PMA =

001 2004 2008 2009 2011 2014 2018 2019
Atz 88 14914158

16 37 T
1991-2019
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* “In the long run we are all dead. Economists set
themselves too easy, too useless a task 1f in
tempestuous seasons they can only tell us that when
the storm 1s long past, the ocean will be flat again.”
(John Maynard Keynes)

30



Relating the Long Run to the Short Run

* Long run 1dentical to short run if prices fully flexible

* No role for monetary policy since money is neutral

« Evidence: Prices are not fully flexible
« Rather than cutting prices, firms respond to shocks by changing workforce
* Over time, prices rise or fall to lead economy back to trend

» Overheated economy (above trend) experiences upward price pressure

» Slacking economy (below trend) experiences downward price pressure

* Role of central bank
* Reduce impact of shock by reducing required price adjustments

* Challenge: Distinguishing between demand and supply shocks

» Expansionary monetary policy should only be used if demand shock caused
contraction

» If supply shock caused contraction (e.g., 1970s). Expansionary policy will lead
only to inflation
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US economy and Fed rate adjustments

. Economic Household Business fixed Longer-term inflation
Indicators . . labor market . . .
activity spending investment expectations
Expand at a Further Increase at Increase at solid
20154:12 /316 H moderate pace improvement solid rates rates Have edged down
Expand at a Rise : :
20164127 14H moderate pace Strengthen moderately Remain soft Little changed
Expand at a Rise Have firmed :
2017423 415 H moderate pace Strengthen moderately somewhat Little changed
201746 H14H | Rise moderately Strengthen Haveuglcked Continue to expand Little changed
Rise at a solid Expand at a : :
20174E12H13H rate Strengthen moderate rate Have picked up Little changed
Rise at a Moderate :
201843 H21H moderate rate Strengthen growth Moderate growth Little changed
2018%F6 H13H Rise ?atltae solid Strengthen Haveulfl))lcked Grow strongly Little changed
20189 H26H Rise arta?estrong Strengthen Grow strongly |  Grow strongly Little changed
20184E12 H20H Rise e;ca?estrong Strengthen Grow strongly moderated Little changed
201941 H30H Rise E;ta?:tmng Strengthen Grow strongly moderated Little changed
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How to Make Economy to Grow?

Capital _'- —— Production

Labor

Consumption + F
Spending + Net E

Even More

New Capital
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Aggregate economic activity

The Business Cycle: Theory

PE‘HI{ Aggregate :
CCoMom ic o = Marmal
[ path
Expansion Contraction 5 Expansiomn -
; Ll .-
T r r P
Time
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What causes business cycles? What can we do about

e

Billions of Chained 2000

them?
Real GDP
12000 —
11000 -
10000
9000 -+
8000 — Rec¢ession
7000 Re(]:ssion
6000 : T#HTS
"Recession ‘
5000 4 || 60 /‘\"
4000 / ( Receéssion
ecession
3000 69-70 %r
2000 rtrrrrrrrrrrorrrrrrrrrrrrrrrrrrrerrrrrererrerrnri |

596163656769717375777981838587899193959799010305
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Pement

Business Cycle

Civilian Unemplovment Rate (SA)

12 ] - 12
10 - 10
T - 8
6 - G
4+ - 4
:'_l 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 I 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 :
9061 B A5 AT 69 T1 T3 TS 7T 79 Bl B3I B BT BO 91 93 9% 97 99 01 03 05 07
Date
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percent

16%

14% 1

1"-}.- 4

L0

10% T

US Inflation: y-0-y% change in CPI

39 61 63 65 67 69 71 T3 75 77T 79 81 B3 85 87 BO 01 93 05 97 99 01 (3 05 07 0O
Date
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percent

10.0

Economic Recession and Dow Jones

50 061 63 65 67 A9 T1 T3 75 TT 79 B1 B3 35 &7 BO 01 93 95 07 90 01 03 05 07 09
Date
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5 Er=HiEsh(4)

“...money is only a machine, but it is an extraordinarily
efficient machine. Withoutit, we could not have begun to
attain the astounding growth in output and level of living we
have experienced in the past two centuries...”

“But...when it gets out of order, it throws a monkey wrench
into the operation of all the other machines...Every other
major contraction in this country has been either produced
by monetary disorder or greatly exacerbated by monetary
disorder. Every major inflation has been produced by
monetary expansion...”

Milton Friedman, “The Role of Monetary Policy”, 1968
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5 8 (Karl Heinrich Marx) B8R+ XA =251 B R |

He 245 (Joseph Alois Schumpeter) WJEIHETZe 5 F 2, KFH
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John Maynard
Keynes (right) and
Harry Dexter White

ZATRTHATFER (1)

Birth 5 June 1883
Cambridge, England

Death21 April 1946 (aged 62)
Tilton, East Sussex, England

Nationality United Kingdom
Field Political economy, probability

Alma mater King's College, Cambridge

Influences Adam Smith, David Ricardo, John Stuart Mill,
Thomas Malthus, Karl Marx, Alfred Marshall, Knut
Wicksell, Arthur C. Pigou, Dennis Robertson

Opposed Alfred Marshall, Arthur C. Pigou, Dennis Robertson

Influenced T. K. Whitaker, Michat Kalecki, Simon Kuznets,
Paul Samuelson, John Hicks, G. L. S. Shackle, Silvio
Gesell, William Vickrey, John Kenneth Galbraith, Karl
Schiller, Joseph Stiglitz, Paul Krugman

Contributions Spending multiplier
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ZLZTRMAT¥ER (2)

Birth July 31, 1912 Brooklyn, New York
Death November 16, 2006 (aged 94)
Institution Hoover Institution (1977-2006)
University of Chicago (1946—77)
Milton Friedman Columbia University (193741, 194345, 1964-65)
(1912-2006) NBER (1937-40)
Field Economics

Alma mater Columbia University (Ph.D.)
University of Chicago (M.A.)
Rutgers University (B.A.)

Contributions Price theory, monetary economics, applied
macroeconomics

Awards John Bates Clark Medal (1951)

The Sveriges Riksbank Prize in Economic Sciences in
Memory of Alfred Nobel (1976)

Presidential Medal of Freedom 1988

National Medal of Science 1988 92




James Tobin (19814 iHXEE)

Born: 5 March 1918, Champaign, IL, USA; Died: 11 March 2002,
New Haven, CT, USA;

Affiliation at the time of the award: Yale University, New Haven,

. CT, USA;
James Tobin Prize motivation: "for his analysis of financial markets and their
(1918-2012) relations to expenditure decisions, employment, production and
prices";

Field: macroeconomics

Contribution: The theory of financial markets and their relation
to consumption and investment decisions, production, employment
and prices.
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