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Money: Endogenous or Irrelevant?
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Banks: the Neoclassical view

Debt: the Neoclassical view
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Crisis: A Neoclassical View
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Crisis: A Neoclassical View
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Lending: the Neoclassical view

The Endogenous Money View
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The Exogenous Money Rejoinder

The Exogenous Money Rejoinder




6/12/2012

The Exogenous Money Rejoinder

The Endogenous Money View
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Some personal History of Economic Thought (HET)
Modelling endogenous money dynamically

Some personal HET
Reconciling Accommodationists & Structuralists...
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Some personal HET

Some personal HET
Genesis, Book One...
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Some personal HET
A simple approach to dynamic systems

Some personal HET
Complete model:
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Some personal HET
Model with Growth

Some personal HET
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Reconciling with Double Entry Bookkeeping

3spoken
Honest opinions - freely given
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Reconciling with Double Entry Bookkeeping
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Reconciling with Double Entry Bookkeeping

TABLE 14.1 A pure credit economy with paper moncy

Bank assets Bank liabilitics plus equity
Liabilities (deposits) Equity

Operation Vault r Firms Workers Safe
Lend money ~ Lend money + Lend money

Record loans.

Charge interest

Pay interest ~ Charge interest + Charge interest
Record payment

Deposit interest + Deposit interest = Depaosit interest

Hire workers ~ Wages +Wages

Bankers consume + Banks’ consumption ~ Bankers’ consumption
Workers consume +Workers' consumption  —Workers” consumption

Loan repayment  + Loan repayment ~ Loan repayment

Record repayment

Reconciling with Double Entry Bookkeeping
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Reconciling with Double Entry Bookkeeping

Assets Liabilities
Vault Loan Ledger|
+Lend Money|
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Reconciling with Double Entry Bookkeeping

Assets Liabilities Equity
Operation |Loan Ledger|Vault IFims Workers|Safe
Lend Moneyl +Lend MoneyI-Lend Money

Reconciling with Double Entry Bookkeeping
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Reconciling with Double Entry Bookkeeping

Assets |Liabilities
Licence
Value

Vault

+Grant Value -Grant Value

+Lend
|Money

Reconciling with Double Entry Bookkeeping

Assets Liabilities
Licence
Value

Operation Vault

Grant +Licence -Licence
Licence Value Value

Lend Money +Lend Money |-Lend Money
Record Loan |-Lend Money

Charge +Interest
Interest Charge

Record
Interest

-Loan

Repay Loan Repayment ?
and Interest Interest
Charge

+ -Loan
Record Loan
and Interest Repaymentiz

Interest
e Charge Charge
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Reconciling with Double Entry Bookkeeping

e Simulation program developed by UK programmer
- Input financial relations in “Godley Table”

6 Godley Table - default

File Action View
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* Generates “Phillips” flow diagram -
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| To edit selected cell press

[ sto Coupted Ordinary Differential Equations
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e Neil compares my single entry
model to his double entry
transformation...

Reconciling with Double Entry Bookkeeping

¢ Different structure...

Flows V 7 Stock Variables -»> Vault ILoans Firms Uorkers Safe
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Initial conditions in correct place...
Record Loan —A A
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Charge Interest -B B
Repay Interest Payment B -B
Record Interest Payment B -B
Wages —C C
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Bankers Consume E -E
Repay Debt F -F
Record Repayment F -F
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Reconciling with Double Entry Bookkeeping

¢ Different structure...

e DEB inherently more
appealing
- Two complete circuits
* Assets
e Liabilities

Reconciling with Double Entry Bookkeeping

e Same results—just one extra system state

e Reason: same underlying equations
- Additional DEB flow terms cancel out in ODEs
- Much ado about nothing?

* No...
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Reconciling with Double Entry Bookkeeping

Endogenous Money and Double Entry Bookkeeping
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Endogenous Money and Double Entry Bookkeeping
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Endogenous Money and Double Entry Bookkeeping

23



Endogenous Money and Double Entry Bookkeeping

Endogenous Money and Double Entry Bookkeeping
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Endogenous Money and Double Entry Bookkeeping
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Pre-Copernican Economics
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Pre-Copernican Economics

Figure 3. Investment and its financing.

Pre-Copernican Economics
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Pre-Copernican Economics

Credit Acceleration
=5 Employment Changg

Post-Copernican Economics
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