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Typical neoclassical forecast in 2007
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Neoclassical Economics & The Lesser Depression
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A Primer on Minsky
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The Financial Instability Hypothesis
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A monetary model of Minsky

A monetary model of Minsky

Wages determine employment

Investment determinesicapital stock ¢




A monetary model of Minsky

4 Godley Table

Flows V / Stock Variables ->
Initial Conditions

=

Fis

B
m=E
]FT.
REE
B=E
BaE
e
par

| 74 Minsky (prototype) -
| File Operations Runge Kutta }I.I ]

[
€ wire & move  pan C lasso |@1B’|9||>||>|B>|B>|

6/16/2012



6/16/2012

A monetary model of Minsky

A monetary model of Minsky




A monetary model of Minsky

A monetary model of Minsky

6/16/2012

10



6/16/2012

A monetary model of Minsky

A monetary model of Minsky

Cancel Cancel

Cancel Cancel

11



6/16/2012

A monetary model of Minsky

A monetary model of Minsky

12



A monetary model of Minsky
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Simple Circular-Flow Diagram
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Parameter Values and Time Lags
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Parameter Values and Time Lags

poo< Amount in Accoul
Tangent at t=0

Parameter Values and Time Lags

ﬁuwsy,"-i

Account with outflow only (variable rate)

e Amount in Account
|1-|+ Tangent at t=0

-

M(, 100, tire
e 1

§ in Account

T ,100,ti
wm(f 1 umsym]

o5 88 &8 3

01 02 03 04 05 06

s

Fraction of a year

6/16/2012

15



6/16/2012

Parameter Values and Time Lags
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Variable wages

The Phillips Model...
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The Phillips Model...
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The Phillips Curve

The Phillips Curve

Deviations from trend because of:

Rate of change of money wage rates, % per year.

Fitted through average wage
change & U for 0-2,2-3,3-4,
4-5,5-7,7-11% unemployment

age-price spi
due to wars; fal

Unemployment,
Fig.1.1861—-1913
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The Phillips Curve fitted to 1913-1948 data

The Phillips Curve
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The Phillips Curve

Monetary Minsky Model

Account name Workers

Symbol Wp

Transaction

Loan

Record Loan Loan

Compound Debt Compound

Pay Interest -Compound Compound

Record Payment -Compound

Deposit Interest Dep;

Wages -Wages

Deposit Interest

Consumption Cons,y + Consg

Repay Loan -Repay

Record Repayment

Investment Finance Invest

Record Finance Invest
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Monetary Minsky Model

Monetary model of production
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Monetary Minsky Model
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Monetary Minsky Model

Monetary Minsky Model
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Monetary Minsky Model

> Unemployme
55 Inflation

Unemployment
5= Inflation
Private Debt
+ Debt Ratio (RHS)|

Monetary Minsky Model

Datatill June 2007
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Multi-sectoral extension

Sector 1 Sector 2 Sector Sector Worker Deposit ~ Bank Equity
Loan Loan Deposit Deposit
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Multi-sectoral extension
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Multi-sectoral extension

Multi-sectoral extension

xxx Capital Goods
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Multi-sectoral extension

> Rate of Growth
10— Debt Ratio (RHS)

Multi-sectoral extension

Loans
6—& Deposits
Bank Reserves (RHS),
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