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Modern Monetary Theory’s Lineage

/ Strong connection .~ Weaker connection Austrians Supply siders ® Plosser
| @ Hayek, et al. ® Mundell, et al. Real business cycle
® Debreu ®Lucas ® Bernanke (4)
Neoclassical ® Arrow Rational New monetary/
® Jevons ® Hahn | | expectations, MAacro Gonsensus
® Walras General equilibrium new classical
® Menger W theory I

® Malthus ®Clark ® Marshall
Demand gap Marginal

® Say productivity
Supply creates

demand  ene——

Old Keynesians Monetarists New Keynesians Post-Keynesians
@ Samuelson L| ® Friedman ® Mankiw ® Minsky

| @ Hicks ® Gresnspan @ Stiglitz ® Davidson

@ Tobin @ Blinder

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, — @ FCbinson (3) Institutionalists
® Vieblen @ Mitchell ® Kalecki
Monetary theory of B Business cycles
procuction, institutions [ ® Commons
! Theory of law

® Franklin ® Marx (2) i

Labor theory Monetary theory | ® Mosler

of value of production, e @ Mitchell
class struggle, & Wray
crises e ® Forstater

1. Kaynas’s “The General 2. MMT’s first textbook savs 3. Robinson explorad how 4. This is the school of 5. “The issuar of a currency
Theory of Employmsnt, that “itis probabls” Marx’s employers could pay workars  thought that pradominatss  faces no financial constraints”
Interast and Money” created  theoriss nfluenced Keynes lass than they're worth in central banks and

tha fisld of macrosconomics leading universities

Adapted by Bloomberg Businegssweek from Macrozconoentics, published by Red Globe Press

X2 Bloomberg (2019 32 21Y), "Modern Monetary Theory: Beginner's Guide”, H2|Z5253 2|MA|ME
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S G . P ts (M
pendna®. Domestic  —rmere Foreign
5 Private (MX)
Taxes m (S_I) Current account
| Receipts (X)
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Central bank (part of govt in MMT)

Assets

Commercial banks

Liabilities and capital Assets Liabilities and capital

« Foreign assets

« Domestic assets (eg. treasuries)

« Claims on govt and public firms

« Claims on private sector

« Claims on domestic money banks
« Claims on other financial sectors

» Reserve money (base money) - Reserves with central bank * Deposits
e Currency in circulation (base money) - Cash in vaults - Transactional
- Reserves of commercial banks - Bank’s deposit with central bank - Savings and time deposits

« Borrowing

» Other deposits of commercial banks
« Central bank securities

« Government deposits

« Foreign liabilities

« Other

« Equity Capital

- Credit from Central bank
- Interbank borrowing
« Other liabilities (ie. foreign)
+ Equity Capital

» Securities: Government and other
 Loans

- Interbank

- Loans to private/government
« Other assets

- Real estate and foreign

CHEZESSH EMAIME
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What MP3 looks like?

Most
Direct 4

How Directly Do They Receive Stimulus?

Least
Direct

SICHSHE 0| 2(MMT): JHK, X, J2|1 23|

[##E®] Ray Dalio2] MP3(Monetary Policy: Round 3)oi| chgt 745

=2 "7 A, MMTelA Xﬂ 7|8k ofoltlelE HEAo® AH§st MP3
(Monetary Policy: Round 3) & F33st= #o] @] 2.9 Asle}, ol tjgt A}
o] A7+ GlZo|uAl st

go] deles g5 A=she 3R sdor Felst(MPL) 9
QE(MP2) 7} QA= wizk W o 29 Y=g I (trickle—down effect) 7} 1] n]
F71ell tiekre] AAFAF A3 AT S-S FoATE Helle oFEe)9l
Tl sttt U‘%F/]r’ﬂ U 471 shd7lelA s PR A T3] 327
Hhe= MP3Z9| o]go] &E7bu]sirtal F43ght,

monetized € & 4o OiB}L Fasith, &
MMTelN F33st= 1) olzH&°] 0%
monetization¥®} A& 0] s tfigo|th

71E TR Aol A/ FHEA $xE Y =5 7 =R vs
F3), 283 1 =o] duh A Ao g Huy -ty (helicopter money vs A5
A% 9] financing) o] @2l o™, 7]& S/ QER = HPFH MUE §3
URHREel e QA AlggolE Aty 22a fAksE J Ao oS} o] %9 n
(1930t FRE~A23F AAhA) ol A A= Q55 738k Ao

Flavors of Monetary Policy 3

Central bank provides
printed cash directly to
households (helicopter
Direct Debt "Jubilee” money)

(big debt write down)

Central bank provides
printed money to directly
to government

QE in which debt is Central bank having some
“retired” (government control over tax rates,
doesn't have to pay financing tax cuts with

Indirect Debt “Jubilee”
(lowering the real cost of
debt repayment via
devaluing money)

back) printed money

Central bank lends to
semi-private entities that
implement fiscal spending
(e.g. development banks)

Extremely negative
interest rates, passed on
to households

QE that buys real assets
(e.g. buying land to build

arks)
) . parks Central banks provide
Big fiscal easing
very strong economic
at the same time ) )
as big QF incentives for banks to
asbie lend
Targeted to Targeted to
Both

Public Sector Private Sector

Who is Stimulated to Spend?

XtZ: Ray Dalio, “It's Time To Look More Carefully At 'Monetary Policy 3 (MP3)' And 'Modern Monetary Theory (MMT)', Seeking Alpha (May 6, 2019)
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