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New Neoclassical Synthesis (NNS)
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« The NNS model behaves like the flexible price RBC [Real
Business Cycle] model on average, but with leeway for

monetary policy to influence aggregate demand and
stabilize employment and inflation (Goodfriend 2002) 2
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 New Neoclassical Synthesis: BUR & F12 X1 ET H
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 The reduced level of dissention within the field does not

mean that we have an adequate understanding of the
problems addressed by it (Woodford 2009)
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FTPL : BA B R AViR 8D S ¥{i 7K 2E

* |t should be the standard approach to modeling monetary
policy, not treated as an esoteric or arcane special case
(Sims 2013)

o BABUBIENIREMREELST-BXDKR T TIX. ¥
KELF|FREPRIBIT(ERBER) DFZEEN . BT
(BABUBER) ~NDIERE (RME) DN HXFIES

+ Sargent & Wallace (1981)*>Leeper | (1991)&FFEK &L .
Woodford (2003) Y M AI 842 F K . Cochrane&Sims
Me& 7112 E 589 SFiscal Theory of the Price Level D 3L
b, A2 ILA—FyrEEREEB TG
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s TRIBRDFLVER: HREFIR—AD=21— (&
A=) TAOT o TAT5—IL—)L
(Policy) Nominal Rate = Real Rate +"Natural” Inflation

+ Inflation Gap Response + Output Gap Response
=%+ 7+, (r,—7)+¢,log (Y, /")

e MREIBITIFZATLEOUtputd L —KA I D41) T
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Money x Velocity = Price Level x Real Output

IVltV — Ptyt
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(McCallum 2001; Woodford 2008)
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ERBEFICRSVINBNIEZEFFIETTIF., FAMNIES

EB|Z _E 1+ (more than one-for-one)

1=1=L. forward-lookingZash s KILIZE D=2 —4 A
OT T A4 75— )L—)LI[Emultiple equilibriah’ 4~ 7] E#

(Cochrane 2011b)
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AL 3—7 kD *t & [Lchange or level?
—ETHMN(Lerror-correction mechanismz A&

(Woodford 2008)
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« EffiTEASIEN WA BUF- BIR (DEBEXER)

ZEEIT NI,
BRfMEE=EE+£HEEE) -+ KREKREEIE
— - BEREERBEE
Gov’t Net Debt = M+B-A
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[Et&%E (22 Z1-FRB
SR e CRRFE(C =T & Rt EEFE TS
HBEDVEM (Cochrane 2013)

BRFE—IRELST, ﬁ)éb\(iﬂlﬁd)asset (debt) manager
ELT. RENRIDTEHEEBRE. £FEE &ER)

IR EWLSERE

Flight to quality : (B{TADEIFIFECHETICXRSIEE

D)L Y- RTLYRLKREWNSKY  RENE () RD)

TJLET7LERHLINIEEEE 1% It

The interest rate® A~7E . money vs. bondi@ D A~ E
EREFTILEGREIEMBAEE) FELER

Gross Gov't Debt x Velocity = Price Level x Real Output
(M, +B)V(i,)=PRY, M: Reserve & Currency
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(Slms 1999: Cochrane 2004)
WK ZE =B FRTTRI THSIEEDIEER (DFE)

;| TIRNGLY: T v /i ECIub MedIZ(F 745K, B

|V

KIZIFH Y15 S:E R : nominal solvency & real default
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KDIFE ]

E

LHvb., FHILAZULA D TLIXL, real distortion®D /NS,
efficient capital taxation (Bizer & Judd 1989; Sims 1999%7
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« AFXZEESDIImoney, EFESZDHD., HAHLII*T
GDPLEERTIEAL, BUF Dreal solvency~D A% (BAfF)

o WIKEREICHEITSH. PRERITEEmonetary regime
(active monetary & passive fiscal policies) EEA L F &
(active fiscal & passive monetary policies) fiscal regime

o BRI BFRFICLDEERZ=FIT Tliscal constraintig
FE1t . fiscal regimel ZEn R

« ME/KFEZRDDDIEERREUR TIHG<EIEER

o BABUBUEMEERAIZpassivel BRI TN =D T, &Rt
R T /KENRESN TV =KIIZR ATV =1
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FTPLIEEFE D A : Gov’t Valuation FFE =\

 IUAF MDbudget (fiscal) constraintldaccounting icjentity'é(i
1< 3 78—PV (fundamental value) [CE D<M
[EE H L [F L <government valuation equation
(Cochrane 2011a)
Net Nominal Gov't Debt
Price Level
M, +B, - A, c s,
= E
P, 02 (L+1)
Money x Velocity = Price Level x Real Output
MtV (it") — Pth
Gross Gov't Debt x Velocity = Price Level x Real Output
(Mt"'Bt)V(it"):Pth 19

= Present Value of Real Primary Surplus
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BEeLWOV DO KYE NP RERTT

 Several Fed governors have opined that the Fed should
publicly announce a higher inflation target. | read this
move as sign of desperation. Teddy Roosevelt said to speak
softly but carrying a big stick. These steps are speaking
loudly because you have no stick (Cochrane 2011a)

* A projection for a desirable path for inflation... that
cannot be backed up with an explanation of how current
central bank actions are expected to lead... will undermine
central bank credibility. Inflation targeting Is therefore not
in itself a policy prescription for the Bank of Japan...

* |nflation targeting Is dubious recommendation in precisely
those economies where advice from economists about
controlling inflation is most needed (Sims 2005)
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* In the current situation in Japan, with nominal interest
rates even at long maturities near zero, the distinction
between bonds and money becomes blurred, meaning
that distinction between monetary policy and fiscal
policy is also becoming blurred...

For the Bank of Japan to engage in some form of fiscal
policy, 1t would probably need some kind of commitment
from the government to guarantee its solvency, if the
general public questioned the ability of a central bank
whose capital position Is impaired to pursue adequate

monetary policy (Shirakawa 2005)
23
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 As the designated steward of the inflation rate it could
make a contribution by conducting and disseminating
such analysis [detailed fiscal projections], even when it
has reached the point where its own policy levers are
not effective (Sims 2005)

* Since the present value of future surpluses is on its own
difficult to forecast, communicating such a fiscal
commitment is a useful way to stabilize prices and a
central part of any successful monetary-fiscal policy
structure (Cochrane 2011b)
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M,+B,—A _ & 5,
NS
- IRKIXEIKRE 2 valuation equationhirational
expectations(Z % ST
—FEOKRIEF (ERE L KIEAIR) 5 R ZEAR
» ETh &, off-equilibrium ? non-rational expectations|Z
L O<HI/NT L]
—WINIEHEH=/\(/\—12TL—I3>
- TEHEMEAFICICZAEVRY, WAZOEMBRETT
HEI2LH. BEREFODIETILTIF G 41200
 As with a bank run, we would not be able to tell ahead of
time when such an event would occur (Cochrane 2011c) e
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sovereign borrower’s last resort
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BDFr R
« %)L& (fixed flow perpetuity) —A<{b AVEEAE
BV E BT HR
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« REAEF T price jumpZ[EIEEL . inflation smoothing
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SROEEEHE:EH

« HERVS.BUFEWDIFEBE DA E There is a single budget
constraint uniting them (Cochrane 2012)

e EFE{[FITEEL Dfixed value debt(H2&EBR L

ER & =) FH| R R 8E

) —Rk=T 2 IL—ILDT AR
—LAL. non-electedZ: HER D BB FH 1t

- EMOEREL  ElE[CEHATEL —MTFITMMES
ZEREL . BURDNRENEIR B E O R A 30 5 D AT RETE

—BE 1T T/E{&{&seignorageix X1t
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Observational Equivalence

1970 FERDREFT ITL— 3> 1980F X LLFE304

B, AV ITUIRBICHUILI-DIE. B2 S
(’\O)Hﬂﬁ)b\ REHLEREBERM ?

BE. RAZ7I7L—30 0o TEELT BRI
BT (BB BE) P RIEBITOEELIZ?

It Is hard to think of a fiscally sound country that has
ever experienced a major inflation (Cochrane 2011c)

But the “regimes” are observationally equivalent for

equilibrium macroeconomic time series... there is no

separate fiscal theory. There is only one theory, the

theory of monetary-fiscal policy coordination
(Cochrane 2011d)
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EHEECATHEBBIOIAILEGEAVTUIZKSE
IR T IAINR) AL ZEIHITH5DHYTH
TH, TARIENTELDH?

This would require nimble, thoughtful policy-makers
who are good communicators (Sims 2008)

H O AEE CTEL LT FE I ZLk> T/ 17V —
AT —30FEEELUNT/EOS ALY, FAlE
A /w) FEHITECETHY, PRISNBZNSFELEZ
B, EMBELZEERELOIZLZY., LOVERTYDEHID L
/= %n/ CEBRFRIF B TELY (IS 1991)

It’s the deficit that causes hyperinflation, rather than the

money growth itself (Black 1995)
30
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