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Lucido says
AM also shifts 15 curve to it.
Drecher thought he should.

to sayingFordon comer around later to
Click thit

1.
I

|
1.

1

1.
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$

says.
_lower

Ideas that I oveis indes of S or Q , _and__
Muut Ġ undep of It ene contram to normal

perceptions.
LM

As to

helps respond to
cuwe to

cuwx.
SM shiftAM

Q caused by
moving down LM
inweston accept

Q_ than if LM were

this concem. It
Pt..

5. high s will lower i. Also, the
SYI

to left (s.w.).
lower i, thus meeting

reducer xetas demand,
as & fall....

meeting is at higher

flut. (6 instead of a)

LM

.

15.

4

a

I

*

Quí

Here a chop of 1.5 due to more saving just__
lowers i, not the MI (Q)_N!
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2

1. Puzzles to explain..
1. Why influ.

un-emplh..
3

4. Influ

Hi , te myti
Converting full nominal_to real values.

Deflator ( CPI)("implicit deflaten used, not explained.)
( 1922 meed).

9/21/19
Gordon Mu, I
G-1

#
3.

i

What is Macro

From:

govt, activism (demand_unigunt.)
unemplW.

Base yr..
Coust. $
Curvest $
Log. seale

Hist. of lufty & Unempl.
1900-28, GNP deflator has 1 8 ½ times !

1.900 158
72

18
1.00

1.34

Ibut 19th cent, more stable: 20th is
cent. of influ)

1

1

}
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Q2: Me.Reconcile influ. rate, p.8,

Natural rate of unempl.". = min._attcunable

Think of this on a
u way of

w not accelerating influ. p.9.
modelingconcept, calc. to convey

idea the write consider central to his cucalyps:
puceiving Reware of how it wold & confine youway & confine you thought..

This one is narrowing reveals limies to beste

"Nature " is a very strony word, applied
world. p. 12, backs.T
optimal nor imuntuvay already "natumal" "is neitheraway.

immutable.
Natimal real output, is output

_unempl

Ilevel, compatible

T

1

4. What is marvo
T

1

a
Is an overclaim to give nos., bu, by def. national

judgement call!rate is

contr

Ad 8 ½ timer.

N

to entificial

output, is output as notumal vate_of.

?

No formal defu, but cleats w. acqueqs; infln., Mungl
target ublos or goals.growth,

lustr. vlla .. mon pol., fisual & mise :
t [price



57 Demand inquit. Is key.
This is hordon's mindret,

or
paradigiune,

a He can't Mange...
Even tries of#If he is young & strony.

elders like W. Helly J. 16. Fulbrauth, Chay.
Schultz, Alice Mirlin Farduer Ackley, Art Okum,
Otto Eckstein

They are in thesaddle, they will be
__talking this language, regardless of how four.

change; & of how their message itself Munges.
Even tho it spring from other conditions
than today is not the best macht,

be comes increasingly clumsy_I will
day be rep labedone

Lui-Closed +

MapI
hate that

3

a
model of

the
world,

open ecs.
w. U.S. as closed, bes, for tradesmall

so I will lean hard on last.Deals u

a weakness.

1



pelb
16

1

6. thenof mass throng
Why thy?

+
||

But omits

dangen & pitfulls, being wedded to narow's paradigun;
cloining the cricle of Mampp: isdating wroy viles,

Positive & Normative ecs...
31

B

1. Modem Marro

Lives good reasons.

not on ecs
poritive

minuse ofestablishment easts

•other factor ":

Easts " differ on policy,
mamily of Manapps, Gordon'sTrue mamily of

Keynes & activism on interventionisum._
Problems not due to lack of undertanding, but 3

"was soli
ty 1. Didn't see influ. coming. (Egg, donie

Before easts, saw it "was solidly
lier,

buy gold.)_

everyone

built into expectations of firm & worken."
elle saw it furt.

Neg, call flow
_Indexed contracts

Oveneas murts.
Let genic out ofbottle when they become wedded to

2. Supply shocks

1..., produ, responds to other
Not new ,

4

or spec



What is now is over load on EMP + struggle
of Mamopps to shift field w/o abandoning
paradique_ in which have heavy vertia_interest.

#
1. Policy mistakes (against " on" advice).

a) Deficits re Vietnam, '65-66, cause
then I for 10 yes after. Too strong.

Suppussed influ
6) Contion, '91, lifted in 14.

1

everyone's consciommen right now.).
8. Convergence w/o agreement .

!

Mon. v.
not normatively.There are

c) " restrictive "vestrictive" policies, response to 23.74.
Overveacted, caused ¹7.y. '95 recession. (On top of

the 2 portions
Mamopps In the club.

Key words -good way to study

nou monetarists... Aquepositively
-

to discuss in book.

s

of influ.
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Ec. 100 B

T6The hey to
inc.

arbitiung

Chay 2 Gordon.
Why we came about real inc.

Tu. Oct. 2

He's excluded severd intruments, all Manger of

input mix, rubbing labor for land, ress. + K.
Okum went even fasthu, mode

law", to
farther, modently called his

keep court empl., & G.NP. byempl., & GNP. by 5ow yely.
This is why conservationists cannot swallow

macro establishment.
Macro establ

'Meannummer of Inc. & prices.

it on

to

·79

A unempl, is A real product, = recel

Heller v. Commoner

has made token concessions, but us
real change. Must eedapt, or perish.
Now, instead of adapting & curring influ.,
Hanning it. OPEC,
trand: phenom, that don't fit

Mocking ! I hands in air)

what happens

}

can;
(bite thinks in helt)

are

+ " supply shocks
our model are

To. if. U.S.
-(calousy(Falon hand); bragging?

v. others. Why? Vain

compu ? No one thinks there are normation measures.Many rules

is as a tool, to do the bestbest weReal
purpose

get in control of things, avoid collapses.
To account for

uudustand cause & effect ansveranier @$Micro e.q.To make a science. Science is morent. Macro, harder.

are now studying Acctq.Note: you

"

l
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2. Circ.flow

Householeh t
Flows

Income

Output.
Work

service

Repu

Volume

num.

as

Flows are per you, etc.

Flows
}

füms.

KITY

"Circulation"

vs. stocks ,(or funds)

Stocks
Wealth

flaw
What links stocks + flows is; TURNOVER

Stock Turnover -y

M Y V

Resources

assets

Capital
Debts.
Money

- Volume
spending.

at a time.

Think of

Circu. has 2 punts. Money flows ; goods flows.Ilow of spending
MV
K -TF low of goods

Ireat Grovery Store , flow of gooche
Store ; flow ofgoods or converponding

to

flow of we spending. [Ennn loop . Fig. 2-1 , disappear from

of ec.

2

el, as a



1• Rule on defining final products

I
1

}

Part 1. Currently produced, goods & services..
Main ideas.

a. Rule out copl. xfer. Land, stocks, wed howing,

Ć

6. Rule out pusts, for doing nothing currently :
welfare, pensions, gifts, bequent.

arbitrary exclusions. Govt intuent ;___cap.guins ,

Interpus
a. out_cument revice flow

#of land. or old K. Egy rent. But depreen...
is deducted, fo from GNP to NNP.

||

3-A

Does not rule out curent sen

6. Soes not rule out consuming goods produced Mast
Rather, assumer they are invently replaced._y₁.

!..., top stock kept coust.
If stock fulls,

katte dismivet. Reduces net west. for the
cancels out the contribu

ec. draws downr assetsa
thisfdl.,

finalproduct.



3.

3

loop23
later figures watch the Magician ! I " Remember the
Vanished Inner Loop." p. 25. It's thesupply - theone
demand ingust. eusts. forget about.

What xactions compose
Ater

+ spending the...t finalproduct ?imur it
Many arbitiary items.

+ tion by pinnen.
The iclau is to isolate spendingon finalproducts.

Three laut Bule of whatstudyis countedon finalproduct .(1)~) countlyNo it
~Currently produced

~)soldfor money

~Not rewoldin Marry gray wear here, e.g.
cumentpd. build

Not ∙hisyou?

up or clund t sell, is it
Emplonize 'uned!? Loophole: when emmently produced,not counted. When soll, not counted.

rulefint; then

the
gray

aum ....

Hicles from all cows
Salvage values ?

Remodeled blegs ?
No landpurchase or sale
No gifts

No Gout, xfors
No Govt. interest.

No

inventory profit.)

produced. (muless retuito ) (oryland)

)
cap. gains[except those included in

Here, NIPA inc, falls below inc.
as

defined by most easts, which includes & wealth an

-inc., cunently.
(tome object, this is double counting. But

Then of you savet
like eury

not so. Y, wealth rises.This yu.
invest the A, it also yields inc. in futume ju .



1

F

other saving from inc .
But is real wealth created ? Sometures:

A ability of land to grow food
extend

mil spending.

invest.

w.po
s security of ouventing, less needforpolice t.

s mban syngism .
sometimes not, is redistribo.

If the lover is another landowner auty.
loser suffers decline of wealth. If lower is
labor force, wages full, then los is not measured luck

of symmetry.
Why shd.. we include cap. quinis ?

They are

old homestead.

implut....

- They

-They
than

are

!

often consumed. Living him the

inverted, Borrow on A to

gove.
one can tacable,(in peut)

isgain major

Lown wegen
is OK,

are bake for AM... Maybe
debt.

They!
to, omission of

more

4

shortcoming.



Beque here

Discovery of new oil als excluded.
(depletion, too.)

luut., plowbacks, appropue...t.
assets.4

counted.
up

Plowback...not counted
ways to build

apprem.
Last I never

ifoverreas.

but never

onNo lase or lasting impact.
Closed system, closed society of soothno

a cliff.

There defects have been noticed

corrected. Closet ople we ever
when union must movement was at peate
hate to tell

you pinte braspassed, that was

Quality of life index

Reduct produ. of guitage & and .._"'residuals".

came war

temporis acti

5

MaMOpps.
society of sooth sagen, riding toward



1

(2) Sold

Exception: Imputed nic. o -occ. homes.
Qu. House value when new was counted: is this double counting ?

Barter ec. excluded.. Hsuves. Do it yuself..

Penian rugs.

are

on

Polly, not deducted directly, But inclicetly,
bes. lowers imputed values: & diverly lowers rents.

uike; valued at ucunent wikt.price,

Othen cons, dhunables not treated as such. Autos:
leven the he soon has cof(i) !)

(3).
This excludes interned gooch

increases in inventories, fc. Capl,

It is net,

occus.

Must not be rewold curently
except for net

6

investment
This is the bulk of transitioners.

wetted out, treated as Consumption .
Remember

They

this when defining Investment.
not

gross...
There is

behind the scenes of
an enormous gross turnover that

macro models. Model

CAY, Gross ime. → Y , and/says
but not so

asis offset by diuin. the Great GroveryStore
( GGS) sell's final (or ripe) goods. Thus, the model



overteter the importance of C as an autonomous
understate I.

This is another care where arbitrary defus.
were Mosen. "Gross unt;, as used by Mamopps,
down not include inventory tumover; but nuort. in

f
ke.expint. gross of deprein.

Thus, T. 2-1, p. 31, cannot tell in much way
Summarize Rule for Not Product:(~) Commently produced

Hold on wkt
Not resold unvently .

bdg, machinery

4. Luv. & Aarning

Cap.furu,
1) s inventories
2) . " Fixed " 24u,

force;

The corpurlie .,

service flowflow is.
This

way off.

17

IL

all final goods not intended for resale.
not is intended, even the the

Fallary of misplaced concretism."
ventamant tablecloth is "'fixed in.",

while planting atthere is s inventory,
yr. life. Ber. The corpus of the will.

become part of the product.)

OL

altho Mort lived ;
altho 100



AL

c + s

The hot

}

= Q = E = C + I

CKS = CHI
S = I

a model.
n

It's major purpose is to
pto. model." forces that affect spending,

a framework, into which
Mundreds of curciof curciMam

moder.....

net.fr, inut.

5. Net exports & fur, inut
Open ec.

i

express
tumover of M.....

can plugyou

May forces, build elaborate
Will use as bain of Chap 3 1

Again, the most

are not comuted..
In

When the __o!sear

Fu, workers

is considered

sending Cap. offelove is part ofour product,

apprem .

man

1.

pouberta approper.
Uncharted teritory

many ways, different from comestic_int.
is replaced line for worken

the plants..
K

4

8



6. Govt.
Add to both sides ofboth sides of basic egn

E = C + E + G

R= Revs. (twen)
F. =__tiamfur
T= net rux vww.

Then
Q = c + S + T

S + T == I + G

.".
over, folded

26 Beware, another implut. matter being glossed
folded into the system so it disappear

Gordonsay. theThere is no reason to distinguish tax mus ( R) .from
To umfus (F) " . No reason !

big reason.
macro. on ass. of

Watch Laffer setting about to

GNO

Effect
however, based

incentives,

Tramfur . not

R-T

a

not included in

all
no effect.
correct this.

9



7: s, I, & Govt, deficits.
p. 36, cute fis

shows how govt. deficit, exp. 1.914- dete,
implies

s >

Altho definitional, this suggests displacement

Crouching. Out".

The"
govt.

borrowing overlooked.
here

8. Butte on hüch of spending,
C = 1079.I = 248
G = 366.

worth what

meam Fed

'16

È Note how much of grosi

you pay for it...

Local & state

p. 38

68But after depreen, = 180, net in.=

Product is assumed to be

#

10

I is just replacement.



9. Cire. flow 26

1

Memorize

Lot's of detail there. Some is arbitrary. But
there are the defs. used. This is the way info.
is orgd, collected + published

Good plumbing diagram,(Shock!)
diagram, p . 40

To undustand diagram, begin
PDF ;leakages the until get to

back to GNP.injections

40 ...

Focus on

know what comes in it goes out.
2 innur noder: Cap, Mho., & Govt.,immer

To undentand theIt is a bourand concept.

w. GNP subtract

ther add

Wartime
origin

tue.

the worldbetter discand GNP.
Violater the rule

Butagamet counting We
ofwe

violate it here, sted, do so thoroughly. & count
all interned products.

Note how much of I is replent:.

intermediate products.

(1

180
248

73 %

= tel



}

Summary:
there folded-in

1

Could mitpick forever, but beware
in assurs.

12

Is1. Delivery of good responds to spending.
langely the other way . Remunker the Mysting of the
Vanished lune Loop, Supply Loop, clockwrie, P. 23.

2. Taxes do not... affect incentives

3. No crowding-out.
4. Fixed factor on input mik...

out5. Many loopholes in counting finalprodunt, leave
barter, house work, appreciation, intercal growth of arren like Frees,
appropu , discovery, salvage , remodeling , imputed ine, cous. denables

many deductions: depletion, pollution,also omit

wasteful govt. spending

6. Automatic replint of commed goods

1. Cap, export is good for us, A.N.I.



Mult

1

Eu. 100 B, Thurs, Oct.4

Clay,3 Garden ,

No
Commod. lukt.
cup... wikts.

Q

_C = at e Qp

Q = CK F

_Q (! ~ c) = a + I

sQ
A L

a

+
_..AI, Viz..

t I
1- C

Commad. Mbrt Eq., +

X
Ŀ

1-0

becaus hoods & Services -finalgoods.t
Thus, i.r. not afactor.

(10/4. Good Buddy)

& Mult.

Qo

or

Qo

But anything Autonomous (A) has same muls, as+

a + c Q + I

1

Leaheçar, ifautonomam & fixed, have.(This is why G. dislikes prop_takes)
same neg mult.



-1.75

1

1

#
-#

Balanced Budget Muelt.
If A races, get a net & spending by reducing 5.

AG _= _10020

-4 C = s x 100 %.
S

Fructify the miser's hoard.
Wd. make a good algebraic study.the basicOnce you set up

hinds of ancillary for...
equi, can add all

21



Like Tolstoy

| 1

Ŀ What was Autonomous spendingin Ch.3 b
Inv. + a)I

leverage are

FC. 1008, Tues, Oct. 9, 19
Gordon Ch. 4, Apending the liv. I money."

T

(

Lissues
over spending

a) +

Double leverage... This is what has bequiled-
policy maken, the idea that there is a cockpit,_a
center of control where you
+ have multiple influences.

cun tum__a_few screws..
over the whole machine.

on General & wan, is easy to get carried away.
Note Gordon has plunged right into govt. contions.

Bypassed, for now, importernt early..the clockwise einen

(We

here treated as four of i.
and which had so much

may

-

- supply side .- is the circu. self-regulating ?

Pors_hey qus.
chap doesn't deal w.

jung erround so ?

i here is det. by M which " thegoot provider ..

but as trawns, for this..
them just lays groundwork.

a) what dets. " I why does short rate.i t
-Carly ·58.5 %

July '74 12.990
Feb. 16, 4.8 %

b) crowding out?
c) AG or -AT better to stimulate ?

or AM ?

have further qusi

1

How dismount tiger? How



lower.i.).

A on ness,4 empl, w/o aspending + w/o overdrafts
Where is the Heart in this Circulation ?)

+
which also self- regu lates

Here, assymer erway
one

_control S.P. (socan't even mention slower cap, turnover supply side, causedby

on andthen iver. the LM

I curve, which says
( Thus leading to divved conclusion, need more

flow of_A_GG)
--Where is theleadcaph,gomis_to_come from for desired A inv?

2...

But dois forms.

& www.

his limit onof

inv

so Ip

+ on cockpit_

one.
at lower ithigherople hourd, Vis bottlemick

sim kets. to ww

E.g. of planes, using leaner router.
Note echo of Malthus here, Running out of

But whene Malt he had this_reduce_

_F₁_d__==

Fallacy is one ofof comportion
social synergy so we needy't be
can still believe that lowercom

land

wager directly, now we have it happening_indirectly
by choking off-_Ip

LasMare begun this._- dine ed rate ofprofit.
Only he linked it to uncurcons. imperialison.

Keynes MEC. Euthmaria socialize

2

- overlooks

gloomy, t
that lower is higher I.p.

1

Actually during mugul land affords stupendous
Overpowining K neechoutlets for inv.

in fact, too many the shift of emplessi
we see subtle

what determines [p.
so

to "bur optimism "
a potential fudge funtos

ai...
aka confidence; (more

1 recently flight from the $.)._



3,

13Note elements of trickle down Theory evolving. Began w.concem
for empl., but the route lies then simv.Epps. "The machine that takes

yr. job is good for you." We'll retums to this qu.
The LS_ _curve is more.

Ip F (i).Ming
Fli), asumis Q
Aut. spending. = Ip_ta._

+=

15

1:

we

as

curvy... apt

4. shifting to tilting LS__chive_curve.

uifing

Tilting

get_dim rets.

:si ane

complex than
Qar...

_4_Ap , where Ap_is

change mult Calso_tilts=

-s optimism

Plug for
waves of pessimisu, by

___It_shows

6.
means. put. sector is choked off, calls for Govt.

E.g. if zoning closed down all bldg.

depin slope depends on how fact.
to ..K.

+
+seen as responding more to

than to objective facts.

Th

G. It is to

curve is steep it.

use of G. It is
by inweston.

offset

-psychology

are

Actually, cap-int. rector's bear brunkof instability when

great.



1

LM curve

What chokes off toom ? Sticky finger,sow. V.

problem... I`t_encourages borowingLow i aho aalso

but stifler lending!
LM curve puts

1

to

wd, stop_s.Q_
them to

Q

as a rises, people need to hold more My. This

Higher. on other hand
to hold less it to AV.causes

Curve shows

houding

has to

what tt: let
Has to

to came A.V.

this all together
L-M

k

}

is required to
Q Kise.

more

offset

4

Ihan offset Trounding -



|

Other facters affect denied balancer, besides ...
Crution si...

Opporte effect from actual higher i.
H. But you metead of holding carsk you go into

short term townm, damping the effect.

1.

2 More M. AV1

3, ai Low
b

Low P

entis... AP

4. Better timing.
Crudit cards help w.

AV

hills

-AV

6. No. of transactions.
MV = P.Q

final goods xetus -

this.
5. Requlanty + predict ability ofpurk.t

But of 8.
2. Vertical mion of firms .

come right after paychuck,

& Intermediate xactions.

9. Liquidity of assets an

Q₁ on

5

LM curve

t Cam suck MV from

+ be quite & unstable.
M substituter

Morry facton Hard to model Callfor combo, of
modeling ability plus Judgment. These seldown go together.



1

6.a) Why LM curve

6

(6) why tilt ?

Mause.

I ‡.

AM shift
L -AP, same effect.)T

stips.

7. Egm. when curves

t

to vt.

_Start here

rises

Responsiveness of demand for M. to _i_can_

cross

?

IS

(
1

1

LM

1

-Q

Lower r.,
to choke off sa pur cap on

but houding thena

1

1

6
1



1

(

+

}
11

+

Key words, concept

Autonomous

Leverage
Multiplien
Double leverage
Equilibrium__
A Determination of NL

Velocity
The him retuus

syuway
Hot pto effect

I

:

1

How demand for a stock toenlater to u danwad flow

I

21
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Eu. 100 B, Thun,, Oct. II , '19
Saulon Ch .5: Effects of Monetary +_Fiscal Policy.

Wish I had
yrs ago I was constantly initated

by the glibe,_didactic, sententions, tendentions.
dogmatic toopontificating way

Excellent Chap. study hard.
had this 30

Leaping
looking
w/o
Sineral ..

it forfore conclusions by
Tat overnimplified dear (like the Mult.)

considering other facton - like Toktay's.
extreme

There already

ecsts whote

But Gordon reps, a mellowing & maturing...
Model which is simple enough to undertandskanyet accommodating enough to can shaw.I abrork counter arguments-

alreadly was.MV²= PQ...before Ą

Was disi inilen

was suite a model tha
Another paradigan,

1

still used by many
__Fiscalists_wanted new.

But
paradign that was more tendentions, to

this prefered policy Mricer..
_MV= P_a__still useful.

express...
PQ

Reform weeded. Disinal quotes,
What the mellowing has accomplished it, theA Keynesianserians have figured
what their critics tied tocritics tied to say from the

but

start: They will provoke influm & it will
ruin & hum.

for themselver

1



1

$₁

Review staper of model.
A

1. Vulgan, naive underconsumptionism.
Overning choker off cire.

11

T!

h.

has no

_AE Ber emphasis is on
nothing.
or

Misers hound up 5 & size of their 5 hoard.
effect im

EpQ I

(

1: no encouragem
Mortope of real

Thanever

Q

1

some of this still in model, not entirely-penged.
is on Fuel control ofi

flow of purt. funds, either fromm net 5

from replant.
(Wm. Tell or.)
multiple 1.Q._

I'dbe fixed cup., illeThere are no

labor, staquent or torpid stocks, thus s real capl
flows, real ec. responds to deal monetang.
supply responds derand No _AP ÷to

Other
accommodated
Another choke on

Big Mult to the rescue._
ALI + G_+_a) = 4A, get

other bottlenecks.

2

Mutt



3 ....
‚†

I

i

Ľ

+

a new impetus for hounding:
LM curva

_Limits effects of Mult.___

614 MU= PQ₁ can show some

Soulon, di,5

Reviews policy took for 1.5_curve-Ai
But also

A

1.

can slüft
confidence.

A mult.
A G

a G. When are effects throng
+

A

curve

_ (AM→ AV)_
Lorrow. So i fulls.

is unaffected (I and think this wd.AA.,(1
LM shift rt. Hot pto effect.

LMo

-si

.L.M.

Sast lines show that
stronger effect, a bigger
does not reduce V muuh

_is__the_overriching effect

Maker people eager to lent, not eage to

+ AQ_

Q

effect.).

andropi can

}

u long
way



demand for M, sook
is not operating.

I This kind of theorizing-presumes that the am

can command real K flows. Ce point of entry for
How are real flows suddenly produced?

criticism.

wun

a vertical LM curve stifted to rt.

-si.
meam SM must all be soaked up by sa,

(Nove bogey of horiz. LM curve, lig trap)
The vertical case sinus family likely,(ceply..
you

IS

indirwan A.P.)

Weate ness:
curve,

up

M.

3. Weak mon. pal.
a,..

the suplen; bes _-^i

this analysis has AM
+ A, at all.

Vert, IS curve .
Note,

AM .
needle's eye.

has AM not affecte

Flut LM; liq, trup.lig.
AM has no effect.

nowe

Too much emple, on i

by

he's having C maffected bythe
the center of model.

4



•

+ 1

-V min .

AM does

Y mini

15

1.v. chops, a the same.
Nonesuch, Hog, the balance whied.

b. Lig, Trap.

not

LM₂
LM₁

LM LM,

"derived effect. But there is no actual effect.

lower i bes, no will lend below

S

no one wi

no .A 15 curve..Has no other effect either

They
to occur

an screened out by the operating arm heave,
( never made explicie) that all effen
thru needle's eye.



1.

4

Lig, trap is close to heart of Keynes.It facesay Was AM
P cannot help.

Then rules out all meanmus but 1.G.
p. 118, fiscal policy

to

C...fructify.)
pp. 119M.

but then driver in again.

Rule for Monetinry Impotence. (thirty words!

the rescue ..

1148 !.Gordon backs away from lig, trag,
Am cumbiguous

(Wm .Tell ou.)

memocuver...

Monetary policy impotence: belief peaked in '50s; since,
comeback of mon policy .

G+. Depression.
Leach to K- u , hawk model .
One cd. also operate on

AM can se.
Elovewhere, has made

puinarily, ars

on debt.

:5. Weak monetary effect qualifications .
L.e., how effects can be strong

on.. Is not LM ...

About time he got to this.
auton cous cepend

the all I were durables, based

on i



i

t

44- camAM
Real Balance Effect (Pigane)

affect. 1.5. curve.

A!

I also shifts LM sched; I wilt.; etc.
Keperious vartly undurtate this, which is
pré- Keynesian )

T

Gordon overtates case vs. real balance

effect by choice of basebaseyear trick,
68.90 1933-40.

194p..
But much lesser

My-by

4, if mury from 1929 max.ery,
6. Growding- out effect.

This is what LM curve shows, when tot
shift IS curve to rt. by AG.

LM

ibo
15,

1

I

7



1.

LM
Vert, meammeam 100
Flat L.M....

zero crowding out....

study,
164, deficit,
1681

Care stu

no
crowding out.

effectiveness of 1.6,

Vietnam .
+ AM; good results. AM offret crowding.out.
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1

Goulon, chap.6

I still need to read this.

1



NB

L

2

| Idear

All

Ch . 1

Key instrument of clemand determination1. AutonomousIuu.a,

b. G

Confidence demand side_

2. M. upply

M. 6. lets price hayes output fixed

_3. Din mec_overlooks

Synergy
h. Basic. man idea of circular flow,

meeclemand as only limit on

Implicitly they are shipping

1
in res. limits here...in



demand-pull..

1

Summary Ch . 1 Prices t
Notes # 2.

+

W.

tIn the optimitiv early macro, all ress, were under employed.
Problem was cire. Let thatgoing employ-going employ more ofall

cut in chove of anyone.
no

Sordou started out this way

money

But here suddenly problem is implicitly redefined.
only labor is unemployed. Becomes a micro +_diet__
problem. lot more emple by lower wapen...Get

denied it, in fact

We don't need macro to tellus that. Early- on undercons.
we have come

beat down w...
Only_ how we do it by foolingpeople, by.

illusion.

fork changeourqui

Use this, Out, 25

it all on wir.

-say
They

that most

Early hadits problems,macio
by ofron was pretty.

healthy. You had &.G or & I_ caming SI until full umpl._
no dim.Kets.. then
when all ress.

you get influ.atat
yPl 2. NoNo cost-push iiflur. only_

Thenword it became obvious we were getting influ
+ unempl. Had to change model. OK - but

employed.

-they didn't have to make labor thefullguy,

macro

Now
our grounds.

full circle, micro used as a club to

but

/

are in convictent later, ernyway...
influs. are clemand-pull; i...,.paut

blame

come back t
~

Q2



They used to tryit loaned at lower.i.
Now, they emphasize need to 4 im, upps.

Isfloor -under...i...a
no emphasis
W.X..

to get capt. offsticks by getting

on & job opps,A

_labor.

but

as to reut t. l.v. factat rising cort-push ofall,
not even mentioned. Just accepted, silently. (.`t med an

collateral.) vital,
So, big changer. Too of most vivulent idesligues.

When formed there were union, thiswas then turl.
Now mnious lost their intellectuals chove them out,
+ conservative ideologues

New cons.s suery

problems, lower w.r. solver all.
have sue

que to

ideas - under cons, count. prices.

the reverse.w. labor

on removing floors under

taking

Accept w/o qu.

which is right ? Neirhe. Old rach. had

over.

suery

ideas, labor to blame for all

2

forRt. ideas : 4job opps. by. A valence of land to cap

T



Labor

wilt.4

Formal structure of Foulai's chap.
1. The labor wikt.

3/0

5 rises ber of mout, disutility ofwork.
Issues; argument, re backward bend

D

c.

baseball efter depression.)Kleisme

hasmg.Iung

ben.

Xo's

"

·D N

curve

of dim rets , as more laber fixed

pop (if there were no dhim. rets. cure wil. be flat,
Cume is less stey than vertical bus, of ligon effect..

W
p

9. Is s.r. curve, no time forwealth effect

b. Are unempl, seeking work ; also students, Iswives..
Leisure becomes cort lier (decline of small town

was cheap, then.)

2. To A empl: shift 5 curve
ins

№.³

F. 1-3, top, 1.180

14

by

N

m illusion..

180

3

p.
F. 1-3



}

Let 4.6 raise demand for labor, but also P.
NEffect

is to _shift curve to re.
work the same N.(vert. line) for lower w/p .

Technically, No shifts to N₁_ when %/pe changer
to pt .shiftsIf p/perises, curve

>.\.Mifts
P₁
p²

Price have risen, but worken don't know it.

know

the axis , so

№

(But why down't demand curve move rt.., like employer do

Blander by Foulon? No, w is m
W

higher P. just mean I demand along fixed curvewe.)
Mila rose.

People will now

P

labor curve

curve to pt.

Bottons frame of 7-3₁. aggeg. supply
not bes. labor supply

ikifü

P

aggreg. supply 55 rises w.
curve is the but bes

the right. Laxes are different)
55₂

Q ( real)

55 says you get + supply response

by footing workers into working more.
55. is supply fofPrice . In long

to. inflen

run,will be vert.



F.1-3

3/a.

P
t

N

D

SS₁

[+ +// =1]P

W

N'[X ÷->]p

55. (P²)

On S5o, expected. Po is const,
But them, werken.catch

N'$ goes
sso

on,
back to N

S

Q (ofaborketofgoods)

to .55..

E, is same Q₁. higher P

5

Counter clock wise motion ....

Note, what Fordon leaves out: forced saving
by workers during the interval of adjustment...



a

Neer. DD curve asques demand brought fired from
Locus of Xs of LS- LM cura. p.14.6

L.M moves around, shifer, W. AP . Apt.
LM, at P

LM₂ at Pot
P

ķ T5
a

DD

1

Q = real output

flower p create demand for more real.
1. Given sprending bimp

more

2 There is more spending

ligon
cons.

6

outjust



_Big_7-5

Now

P

joiss DD + SS
533

SS curves

53

In 7.3 we

-DD₁
-005

-Q

(Each camies much baggage. Vulnerable to
criticism ea. step of the Here weway. get overall

& theframeworks, big view of what

techniques wied to say it
ecsts.)

rayning
The put. language of

het a demand pull influ, by, e.g. AG.
got counter clockwise roth. by shifting so.

to rk by footing workers

7



2-1

7-6 What moved us out SS. was business. But workers

are unhappy that moves in back again.

Conditions for continuing demand -pull influ.

But AM can fo

SP will also stop. if cause is just AG. Bes. 16
crowds out other spending. p.188 in explu. is
muddled mot & undertater it,

on

1

Cost_purlepuile can als
_AM .IMinsky, validating capt, valun.).

Fed, can

supporting price of govt, bonds.
in resale nikt.)

forever....

came infln - exp. of ratified byup

1
inflate by policy of fixed i (e.g. by

Suddenly
byFed AM bu -Ai,

of mechanism of 1.5./LM curves.

(Value of p control

new element in model

Or, price of mortgages,

Cost park can't cause

8

AM is not introduced outside

•prevents costpark.)
influ. unless ratified by AM._



1-8

I

(

that is purely demand pull.)

taste,
Why does Feed ratify? Key qu. a matter of

_group_preference formation, etc..

·23, supply stocks.
a. 4

from $ Ievaluation, a result of inflen.
b. soil prices

farm prices for demand. But this is

much the same.

Care studies, influe in hist.
Untly due to demandpull thrown by

hist, of 'P + Q , over time.
P 5

9

They travel counter,clockwise. 1.c. orig. shift in
dermand does AQ; then tapur back.

Only one is clockwise, '22 -76.
is ambiguou. Depench entuctyto be the base year.

chicken- +-egg.

And that
on what

to do they all.
you take



rational

Policylum:lesson.
Ber of chicken t-

eggi
we need a coord.d.

set of policies, to stop infla. I generate empl
1. Const, M

2. Hold down cost purk, surtam supply

Why so hard to follow ? Attempted synthesis.
Sünig

granting that influr is bad.
up lange part of orthodoxe Keques; bare

Incorp.
-80

"Incorp. new idear of

fortable withBut_is.

10 €

expusi monetarism. ww.com

them. Trying toTrying to cover tail, same time.

ļ



| Fordon, Ch. 1. Notes #1₂ Canvitalizedf both change.& prices & occiputLetting prices
#

1

Key words

I
4

Natural

Valun of home time

Money Marion

Banyu ism

output,
Comparative statics

Agqug supply curve
"Adaptive expectations ","

Q*

Price contido

Supply stocks

Demand -pull
Cost -puch

Ratifying of cort-push.
Supporting theboud market

Gordon Jones

-bare expectations on past experime_

thon aa crisis

1

1

1



}

ļ
p.145

for 10

p

As P rises,
Each xing
D.D curve.

The DD curve

i

W.

D.D. shows Q as

curve mover left.
a Q._ Jour there,

__It serves as engguy.

1.S giver

1₁
LM at to

LM, at

-A-D

-Q2 =real-output

fu of real M supply.
It says in effect if h...g. fall, allproduce mere.

Q=--real-output

demand curve.
Embodies Pizon real balance effect. I cous...- Keynes effect : & aggry, demand due to

you
4

-si which in tum is caused by A realM



}

We W

coming to end of framming difficult tools of
outh, macro; van get down to cares; + applying to realworld;
criticizing on thodoxy; rebuilding.

Denmasad curve for‡
of labor anumitfixed.

W T
for labor, det by dim rets Complement

5

a

s

Supply curve, due to rising psychic cost of effort.( "value of home
time")(he stud. mention value of Welfare)

to here is
marere where only labor is unemployed

int-ricity.
as I perceived it.

N

= Yf cap.flows
lot in s.r.S.P.

#
+

all else is fixed._ Higher emple means higher laber-_ nit., in s.v.
(in her he lets them Mange, but here we have s.r.

1 ( micely hedged.)__
only....

# So he lets imput mix change. I impl by Ag labor-
This departs from orig approach

- at leave

where only way to sempl. was 1.9.
fall.

2

Here, as of laba can

"Aggrey demandfor labor",as feof wage. Why
affected by wire at all? If all w.r. rise no one is-really getting more. 3 reasons:

1.- distribu labor taker from propty .
2: Real balance effect

are established
complement, then theyvarya



1

1-3 1
T

way

Casques & univeof labor!) N²(w/pe)_Aggrey. S

unaware of AP.,

al

# td of labor supply says unempl. Is semi- voluntary
But he drops old idea of involuntary unempl.#

3

3. |Merious Gordon puncses this but pomly_

All 3 me involved, but he wilds them, in his own

To A empl., real wage munt rise to worken, t.full
to employees. (8-118). ( Or, demand cd. I dare to

more land different more comply capt., etc.)( lomsething losthere-
Hausor's frowsin. Read 4 inv., & demandfor labor,who influ. Imustbring it back.)Ajob opps,

they see
He has this happen by illusion. Firms sell immediately.

workers are paid later, spend slowly, so
another later price level. p.118. Or, they
p. 119.ofAP., p. 179. [That is backwards.I to be the capitalist.

p. 178. Or, they are simplyIt makes the workers out

In fact workers produce inventory

Hs.



Mike

14 alls

skip

Fri, 194, Bragem

he is
walking.

Iclear that this is main point
Money illumimillusion means lower real wages, by raising prices.

Thoses

be mon
while women hove naming live me expose Then, is(Lower real retums to bonds etc.

County
clockwise

~

:.

Lüber welt

may
imptat. Is a way of crystallizing or seating work
contracts by anogating rewards from one group to
othen...

This cd. happen w. long union contract,if
indexed, (But wort are; I wont workus are not

It cd, happen by exploiting workers as holder
of M _- .e. not as worken, This does happen re

-if not
union).

pusion funds & small savings_Ok. But on the white.
forced,LS

310(London's formulation has employerbe exploited more..
He selle immed., at P..__ Then price rises - no

imy._gain )| No -N³
W
P

vo

4

n- ters.)MN. (of man

Labor supply shifts +E., due to illusion; then back
where they catch on. First, in labor nikt; they is.Q.+ in

# (Soudon has double world of illusion ! "Bur. confidenc

det's 15 curs; moury illusion cler. labor supply.#

I

I



Fig.1-3
1.180

How, we may art, com bus, conficlence affect in .,
when imployer sell all before they pay worken.?)

p. 180 derives output, Q. from empl., N.

EFF

Q = kN. (To implify, inddenly drop_dhim. rets,.,.p. 1861,
but only to implify, don't show slight drop in AP ofap
labor. Watch this._ the.)

55,

Q

thŠ

A1 st spending jogs you up 55 , but changed
expectations jog you back to Q2

This is formalizing a very iffy ret ofideas !

55,ss, is cost ofproducing Q , a barker ofgoods,
P is price of thebarkut, orwhit.
Price rise --i.e. demand rises, so

you
go up enrrow to use. They winkman

catch on
-Q2

fundamentalFordon his had Mancer to Moore more

& less fundamental router. Chare the less. Flarly fading_
___mirrors. Mauro ed be handled betterW



2-4 Forming Expectations.
The farter -they earch

the more the $1.
7-5

Fig. 1.5 .7-5

5.k. effects

chemand, a
AG__chift_AD_curve to_rt,

a locus of ptr.
LS. at different price levels.
baggage 1 u.p. 146 re DD curve.)V

Price luder

P-P

at SSq,

on Q &P of AG KAM

are

the less the A.Q.,

But it 12 only temporarily. Is shifts back tu...AQ

550.

Q

back to a

Cop is aggreg..
satisfy both LML

It carries a lot of

that satisfy

AD₂

Factors thatcan move DD =
M

1._AA_from xfr.panos,
2. AI, Aa, from conficlence
3, s mult ..
4. AM

a

from xfr.pues, or reduced races. (ive,16)



ch,S, M
Major

ideas

Dets, of Influ. & Unempl.
2 Phillips Curves.

extra day.
1.

Rate ofinflor.

fair by innovering fot

2._

Rate of infti

Misstate Okuni's_Law,
Unempl = — Qk con

Q

The last curve, so speed

-A

J

a
but Q =k so

do uni't affecx curve.

Unempl

210. Ovenimplifies, just says



•

8-1.
bíru.

8-1

Top

Avo. Windfull supply stock,

8.3

c . 8. lufte. + Unverpl.
I, Basic Models,

p.= influ. rate..

ou

P.= 6

pšć

This is a rateperyear, model becomes dynamic

Lwr . car memus

alat

(This is assuming the influ, pris demand-pull..
Cost puste wil work the other way )

LP

5.r. Phillip, Sp

%

DD.T

ss...

_Q/

$0

SP₁ (p² =640)

58₂ ( p² =0)

2/2*
SP ist d; but LP__is vertical

(to whyfool w. it ? No permament solution

shift left.)SS..cureactually bes.

LR isLR is probly =d.



1

8-4.
U = Unpl. vate in to

qu

ü

1913-15 .

5.5

QA

This reduces the law to trivic...
1 the

The interesting pent is that. The live keeps moving to

right, as productivity rises

~. \ of hire.
4(2₂) = 34u_

E.%.

1018

a

okmi's Law line

Ü rises

(Untually that's a

9/*

a dropsfrom 1,00_to.no," dom 10%.
from 5. to...8,5 , or 3.5th purists.

3.5
Ś

confusing formulation.
in= 70 % increase in unempl., so this

Better to choose the...is

To employed... which dropped from 95.
But that sounds fishy.

10% diop

to .915 .
a 3.5-4 % drop in

How canempl goeswa Q !?m

this be ? Maybe they jack up Q. , but if so...
shi. tell us.-
than labor

moreMaybe capl went out of

Mayle Fordon erred.

2

me,



8-5

P

Finally, they
in Was noP
wore than that,

$

same idea QA

This is usual form for Mhillige" curve.
Note lange fudge factor.

U rise too, you just say
arrive at

saying

UA

8-3, but different abreissa.

LP (p =p²)

ecs., which said
We std, foun

SP₁ (p² =6)

At last a

spo (p² = 0)

effect.

when actual influ.
BARBA

it

KAM

But if so, then we are backthen we are back to classical
a veil.

when
" The sp ilifted.'

LP is vertical,
even be

may

defu. for ü*
1. = expected infln .

backs

money is just
what dete. U *

1.

p_vises, but

p. 214,
M. Friedman. lustl causes

chap.!

* La Maju Demuda v.: La Maju Vertica

212.

of

E

away agoin blames tern on
u * next Thomas

It's



8.2
-1.46

8-6

11

-9 =_y- p

y=f_tp_

"y is "demand growth".||

there is not much of

jª
9-9.

is growth of long

Ť

E

q=

otors

ļ

If p_user_up most of

run eq. output = 3,5 %

The hots are deviations from of

Bensand miqu.pa conted ŷ ;
much in of ŷ

alue of this

Mo

de
"cdj. outpul grouch", irpouch of p

demand

is used up by p

4

but ĝ +g depend.

___U_(9₂)

Here we holdŷ come topreps, contpreps. cost puck wife ..
and highn p means higher U.__
ŷ oft has to payfor both +of₁ hence.

-y

pxq

T

em indep. term for demand_y.)

Budget countraint, BC line(ŷ = 6)__

hence p.tumpl

1



11

1.

¦p=6 -

There is

-p = ĵ₁ye

a

addh a ass.a specifictis demand full shownT
to NW.left,up M

u

(App)
BG₁(9=6)

SP(p²;4), BC (y=0)

E

ine

SP(P²= 0)
•

U

j =0)7

with 8-5, this just
BL curve

about the source of influr.
by shifting
"Cost-fuck or resistance, is

new bottles,_agaim t`again.
thind lime, Count. Unempl, c.le,It is horiz

tediourof steps

mainly to model builden..
Let's

follow all". 219 is complex &formalistic. Do not
its arbitrary asums. t. movements. Basically he's

pored several requirement for eg. & the model
rest until all are satisfied.

He ed. put this in form of 3 simul eqm.,_t_solve

doesn't come to

he's walking through it by emt exaperating.

5

go straight to punch line

infe
25 of

T



~

1. The SP curve shifts up..
New_SP₁. L.p ²= 6). We get back to

2._.How low & long
on the speed at which expectations are

can u bepucked. " Everything
depends

But we already knew that
more elaborate witdel.

bu, SP premumer p²=0.
We get back to LP (p =p²) U = U

The upshot there
do w . _y,

de

One telling asson that the verticalenor is the asso

LP curve is the extreme case.the extreme case. Actually p² can
shoot

way alreadalcad. History of land booms, this has
happened ofter . It ed. He happeningIt ed. He happening to i right
now. Gordon underest. real damage from high pe

arare narrow limits what we can.
or demand inquit. That summay

the far

p

obvious, but it reps, progress in main,it WIM ayus magic. wire-all

8-8 Adj party under different

C

adjusted.
to all we have is a

6

assins

_Clockwise_squal_-_

u

Stagflatio. He's defenmins, p . 226. Hi's built a model
Trouble is, he did it ofter itto simulate 1964-72

happened.



8-9

8-10

1

OK

P

Price Control.

P

....AM

instability is bad.

.....Notquite.

169

ure
+AT +

L H

166

control p

BC

So if you

But when you remove contics, My big

influe__w/o AM.

SP,
SP₂

On to

164

Supplyshocks - the mirror image. Skip
Goit, deficits + influ

11

-U

I also un

Gout, deficits are some as put- borrowing.
diffe collaturale).

W

Friedman is too sweeping.
Effort here is

& other facton .Live AV)

u

manage demand,
AP

here is to integrate

( MV = PT still sums up

utt

occurs,

174 is aneg of

well.)

17



FMBcan't

Thesegow.
umum.pl.

Sardon, chap.9 : Unempl., causesNovil. Boulon

He has become disenchanted w. demand_ iiquit
U * Theec, regulates itself in spite ofFMP.

after 30 year they're realizg that demand.
EMP is over loaded.___

We always get back to

nugt, is too station.
Back to the drawing bound.

_

to this chap, shd be heart of book. U is not natural, it iswhat

But stillpretty shallow._All about mismatch
& whith. Nothing about besic weed for labor & uued.

of man for work, to be useful,_ to assert, uffirm one's self a
vital, functional person.

of jobs
M..

a

Nothing about declining wage level in U.S.__

Our relative
the countries_guinnt, on us, w. many fewer

ess. While we approp, & we would new..
wage rath have fallen. We me_u_cheap labor

some e.. Germans in S.C.
2county,

1

real

A edu.& truy needs. Muche_now is retum
to human capl., not labor proper as such

K

humman.-short time to use yo. lummam capl._ early reticen

ike purcellement.
-A commuting time & cost. I of work day,

Hi death rate, too, on highways.
weed for frequent moves, exply hard on women

on ave.

Nothing about divorce of workerfrom lund & tools,
ced job satisfaction.



Something re
/

how unempl, rate is figued...
laws &samages. Same w. ec. clate .

omen
¦

of wany.
like cpt. vacancy vate.

iMakes & rock troll.

-ly reasons why I is overtated.
Friedman influences. "Joll reach"

Temagers, who want
Pationizing monympathion.

who cares about them.
Mere are 1other reasons why I is undertated.

'ent- time work, you're employed
Welfare dependency, you're out of labor force.

bunks crimmals, proful student, parmality
problem (Ralph G.)(Emily Ch.), alcoholics, Hind,

Milline ofpeople add illegals.
is the cuti-social typer.Yl}

1. system is right, it makes jobs fit for those_
•ple;& Gordon emphasizes bed of Procruster approach,
ple must fix the job niches. "Blaming the

mi

Enumeraton taking sample one only human. They
the real lors, stay in better parts ofu,'t

town. Illegals don't amover.

2

asae are concerned w. unempl rate only
symbol of the hardness of finding a good joke ; I the

ends of work. a meaningful no wd be much

higheen.



|

Why is U aproblem ? Much wore than Sourdon says.
Damaging policies adopted_ber of fear of unempl...
Influff by price & wage controls
Fed

in

.c. nationaleforendles & offed-spenching
h -paniet socializwage controls; sondiging in by marsivego....

d; fear of Mange, Minging to security stunting creativity .
compu, e.g. agric.

ww. degradationPolluting:
Tumitoad expension

3

un sprant Wasted commuting time,etc.
Invading wildernes; destroying greenbelt,furms
Foreign in. + appropriation:_mucentiliser dependency

Imperialism
Was machine .. mefficiently supplied.

to
slowdown.

Consurne capl. stop

te :_ Boondazzling; subridies to suber in -public_+ put;
crerete jobs;_along w . in adequate supply of labor-wing olingen

feathisbedding hi pressuresales:plained obrol & breakclown, saving dissae instead.
Prematine exhaustion of nat, res. Akc. mac gros suther than not .
Excessivo,job security temme, semiority, limited enty, etc..
Huge welfare establishment, people conditioned to it as way oflife...
Tolerance of crime...
Lous apprentice-drip.ff.by early retirement,genattic glettes

damaging effect
Decline in work ethic moral fibre, Maracter. Aporkeous of

non-work, punitive attitude toward work as us. play.
Develop class of vagranto,Alienation__counte-culture.

buns, drifters equipped. w. rationalize for anything
Destruction of personed responsibility.

_Bread & lieme. Breakdown of civilization



2

Causes of unempl?

Indon's approach is shallow Mix & match.
Leaver out ensimous I growing insel. bias.

2

Tave system.
Mhest anything.-anything that
Tux payrollsas to capt:

Quantity
is uncertain.
profit encouraged.

that mover.

offretting biases, net effect on quant.
Saver discouraged... lutinealizung

Form ofCap.: Clear auti-_laber bias._E.q._of timber

-Corts of holding recognized before

Use of

Land. Preference for wirduuse. income is.
VI.Union make it worse. They strike vi._the

puson who employs them not the one who holds.
land idle, or wiesor wies fewer worke

dies in form of cheap tram. Make - work for capl.
Hawing; munics.; furme credit.

ERB AM, "fancedsaving".
E ploitation ofsmall saver by Ryz.Q & influ.

low i

4

i onon p.w.



1

X-3 Reg, biar, x-subridy, & Cewerck -Jalumon
Rater based on cap. inverted,

Jolucion...

4.

5.

'w , I truck rate

8

Higher rater on
alue- of service ,

:

reg.
"goods of higher laber content.

not cost-of service

Cartel allocations based

Fishing right ; tobacio warehousing.
Oil with; cuyone cd. drill, but allow use only_I_days/mo.

Permance temmer allocated same way, e.g. who, rts., basedon
diversion capacity. Somerism, based on front- money._

6 Logrolling partial funding ofp.w... Stutchout.

capeuty, is capl.

Teritorial seatter .. a muniversal pattem
Unduuse of central land plus premature use of urgul

Hufe caple needs of unique, land.}

Pattern found in aquio, isties, oil, water, etc.agric

Cartel__price_unbriella

Or straight monoply

3

1

I



Tuven, Nov. 6.
Consequences of Inflation..

is infli.
It's

El. 100B

#

so bad?

a gran_breach of contract, sweaty, tricky.
TErodes credibility of govt., both domestically & abroad.

Alienates people. No juvely acts approuts adequately..
expresses. That

Give enormonpown to Gould Fed., discretionary, nupredictable__
Now it's built -in " But don't blame the viction.

+· MAMOTOSBlame -govt. in -groups :

May.10.

-begins by
thew

278. Fordonf
way.influ. is unempl.

But how will unempl_help ? That reducer supply
w/o.__reducing clemand by curtomatic A efr pis.
What we need is to employ same no of people (or_
more); _but 4 flow of supply of ripe goods, salable_
consumable The exact reverse of waste economics- divert from warte_to_produing, e.g. boondogling
whether as military or civilian

divert from future to....present.t₂

E.J. maintain + remodel , necycle existing migheberhouds

+ houring, as us. unrolling the urban compet_further.
I hopeful signs: IIC for remodeling; Filanti's
prop. the exemption for remodeling.)

1

}

1

T

the cost ofstopping
Dismal

T



1 1

!!

Effects_of_Influ look
beyoud immediate or proximete

a
effeer. What do people do to protect themselver ?

A. Foximateeffect.
osers:

1

liquid_inweston.
the whole (except unic bonds.)

desedents. The rich into equition.go
bills, noter). Esp, long bouds, as i riser.

sav.gr._acct...
unioners

St L_deportion

j accts.
"

Fixed salaries
1 ? No

foreiques, if $ deprees.,

the can love when iv__vises.__

Landlords under reut control

2

as it has after ?!

facte subitcuntive on meihip of lead.
-Long term lecsors

eral waver of this in Eur history, tramber of...
Tenant right, etc.

Producer of
old oil_t_gui

Renefics of 'conservative! trists, limited to safe ints._
ook lawyus longer than ceryone to catch on to infleur.

Mortgagees (Games, 10.95)
Burinsesses w. hi tumover_be, so hin a %o of theirTo

liquid. Need for lig, is_t_volume, = K.T

Lig isa tool of active miquet. +_ tumorer of K,
assets are



¦Taxe lovers

Personal tax
thift to higher bracker.proquerie structure.

only. Corps, not affected.
shifts weight from coip, to pul, inc. tue.
Note bias of publicity ve this. No one mentions_thire_

---

Phantom profits.
_Long favored over stort.

variation on
Under direas - overstated...

the phantom profits theme,
It's a

1

3

1

1



Unt

holders.
small

But_large.
Plungers_in v...

1

Equity
corps.

debt. Esp. long term debt !
do better than lige more leverage.

men have the long term debt.
w..hi leverage.

Have good credit, use it.
Why Doctors stop being clorton

Note how regative carleflow adds to four screening out
owners. W/o infleur, you can cover yo. int- from

Now, halfyou. in come is in form youhalfyou. income is in you can't realize.e.
( Citru econ.).

all defters
U.S.Sout.
Tax shelter jockeys

Thein debts on in U.S. $.
real goods,

americans holding foreign

#

|

assets. Multinationds___

I him arren in fu cancery or

4

1



Tux Winners

Tax MMetten.

1

Dedent hard & pay tax in soft 5.$T
ļ Ber. costs are deducted before_inc. is tused.

5

T

i

ļ



B. Iday effects. How people protect selves

1. Buy real assen
a. Hss , best of alli

over hownedWe ane

No phantom profic
c.l.Expines

Scope for rac-free labo
Cap, amin treat, only

b. Longe tum auriti

Equities.

to tur

fum asset - defer phantomprofit.

Esply love over.
Growth stocks

d. Commods..Commode for

e. Gold for comercier.e,
f. Build prematurely

better.

59

g Land. Stockpilefor futureuse. Causesprant._

h. Buy tigger firums - they have more real
asset ; & loger aver, slower Funhous; longe tuum
debt.



1

11

||

2. Borrow.

essence

tux

a. Mortgages. Huge A....
__b___ Cous, debt.

c .

1

Pay

d. Tax shelters bonow from govt..
Most people only dimily unclustand

eof oux shelten: Expemen__are recognized for
before the income which theygenerat.

Burminn bond fucz.e,

debts slowly; also twen.

56

1



3. Demand higher i when land.
į

|

Escalator Maurer in long contracts,
Vonial ate mortgages.
Leaser

Wage agreements

Cost plus contracts

This is all messy in practers

wame.
5. Raise target or mim. rates ofretume..-becomer hand to evaluate perform

People coast on influr., everyone looks like a winner.
shift into loger out, toto clefer tax on

phantom profic...

ic
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91 per avocado!
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3. Capu. of unrealized inc.

Vi m -Ug = a

V=
arV

Unvealized is good as realized. But tux.gets.
another reason for buying land subbing for labo.

4 AllNeg. caule flow.
+Vg

a

7

This scream_out buyers w/of outside income.
Fosters_couch of control. Hurts new entiaut

sin bins are no consolation
youngpeople.

-People used to get started facter. When Alex.
the great was my age, had been dead_for_ 56-24 32yrı=

Powerful verted int in infleur.

1

·|



I
1 }

-bility

For

hi_i__collapse

in , ff. by flight from $1
j.mdf Kof gets distorted, cluing pdl.of

ì
Ther, an savers refuse to be exploited, lign.

7

1

8

Misil

1
1.



Them Nov. 15,79 Ec. 100B

Roulon, Ch. !!. "Cures for Inflation : Recessions,
Controls, + Indexation "

Bordon considers 3 cueres.

(L.) Re cession.

-P 0

New dismal science,

SP

Long terus contracts.
Find this a hard doctive, bes. people adjust slowly

Ukilities, reg.prices
It is a fact that deeds recorded rises in rising

Voleber to

There is

uskt, falls in falling
But

mostly,
fall. Pol, bu cycle. Pustwaiting

-U

mostly it is just expectations.
Initt

is actu
actually a way

Re dennable.tie $ to gold.at
present,

of small

expectation that

1

Today most expect

to Mange expectations
as a matter of contract

all we

group of champeable people.
way

One hey item that changerfort.

have is the fragile contemur.
Can't change

is. sit, i



hot

2

able work

C

outrals

There ed... be OK if used to the make

But 3. fach to emphasize thisfails

Historically have almost alwown been wed
make demand restraint work but in lien

Exploitedpeople...erint.

w/o__cost

Recent episodber.
1. WW II.

down pr.
Success story. Big 4 demand,

& cort, big & empl4
Was long cited as success for demand ingust.__

Demand-pullcontrol was. half the story

after

purk
Mupies broken Al.

do today.
takes off produ: ag program eg

to there

Myth- making.

Banks loaded w. frozer asser, cd. isload,
(Bank examiner bias - hate to recognize a loss.)_

Counties, too .
war.

was aa big supplypush Much of
Tube ofmemory

N

New firmeif
Froundworks laid by love, & Grudd.

1



Reviewed the downward

2, Korean wan 1950

-go...

!The

and

3. 1962-16,
Kennedy Johnson

_3.

but lighterpressure,

"voluntam quidelines":

4. Nixon, 1911-7.4

+L

tuxur

Controls have many problems, soproblems, so they comet
Enersy price control, cuti - conservation bien.

shan control :a)subsidies to make prices lower.
make other prices higher.)._ E.g., regainis,verry

This tramfen
ownership, existing asset___

b) Rent control.

1

use, at expense of higher

3

c) Zoming As land impply in_town_
une



13.7 Indexation.
Gold Mause or CP.l clause in all contracts

We have already looked at problem hu...
a)No index is very good.

E.g. T- bill vati

Phillips

Can't handle

Rate reg.

6) Profound shock to acety Bank, Fux, seety_
Legal system

too cumbersome1

E.g. my ground rest proposal.

c) Makes life needlenby complex adds one
see through. Live the quick tmore deception Lets

unscrupu tous explois & confuse the slow, nouve, young,
straigthefourand

curve

4

d)_ Is no logical stoppingplase. Shift S.C.
inviter further a spending.Aup,



s supply

This obvious route, he just ouits

How do this?

Supply
Flag of Iwentable Funch, #IF S.I.F.

Hur. 3 sources :(R)_Recovery from saler_
( Includes amin.)

This is in demand

Nex raving from inc.
__AM

Proposal is to stop s
must increase R H/ S

But AS means -AC

How AR w.
flow of furned, not stock
Real K₁ = K.T₂

AM.

flow of real goods.

fixed K ?

= 1 -T₂ or volume

(s)
(AM)____

toTo maintenin

to best bet is AR__

speaking of
flow of

We areares
Also a

5.6.7.

When we A SIF this way, we are simul. A
It is not "... inflationary

We

5



!

Free wekt. flee i, makes this happen.
Logl R

$

si, prefer starter wirts., A.R

Log

$

Y

Z

-R

-t

I



ch.12, Fordon. Monèimint

on

1. "Central roleof agg demand

Agg₁. demand only tells

thereis to divide between real Q₁ + AP. The actual dion. depends

condition of aggr supply."

y
demand.

Gordon doen't declare total bankruptly. He actually mistres

He allows that thereare er. thumortos. But they

be a rolefor actwiimmay

is growth of agg

some sense.
one weak & slow, hence there

v.

un leu it, too, is weak + slow

Trying to please everyone.

clurny.
He keeps waffling back +forth, the which is confusing.

never resolving anything.

self-reg

Non-monetarist debate

a misnomer

us how much nominal spending

Also, keeps to a debate format, back & forth,

2. Moviciant controvency is not about

It's just

Monetunits ssay

or

new

or do we need big brother.
money.

gurie for oldest disputes. Is ec.

self- reg.ref. They've us. friscalpol.
directi
dinctionaryHence, for mon,gol. But not an active on

one ; just a stable, predictable oue, ff. announced rules.



Monetanich comecloser to believing money is a veit,

pre-K. position .the

had it that spending (money of comse) followed its own

iron laws, prices were fixed, these laws controlled

kumman Destiny

i no

There was a time when K-u . mystics

For a long time, frisced v. mounting hinged on slopeof
LM curve Flat LM, -ai puts fact breaks on

benefit in AM.

no

IS

to

LM LM,

H

LM,

IS
12

1Q,on AQ

Mon policy impotent

But they longer argue re there slopes. Rather, you,

issue is, whatis source of instability. Mon -sts think

put. ec. is stable.

2

Mon.pol. potent
Fixe. pol, weater I crowding out)



p.336, n. slope of LM becomes inclevourt, just like s.r.

shift.Ph. cuve, bes, ap maker curve

AG
4P shift LM curve left, offsetting effect of 16, e.g

Only qu. is, how fast dloes AP come.

curve .
This shift of LM curve is like shift of Ph.

AP makes nonsense of both LM + pl.

Pigon vindicated + trimmpleant at last ! Students,

Lear down on clup.$6, Flex. O &Self- Correcting Ec.
tells you, Pigou was right,

4. lustability of put. spending

(Note, we've shifted to instability. Not. to wory

level, etc.)

1.344, defines U

"continuing influ. at it's present

definner ut en U which in consistent

rate "

Then he finds that

years :
most of those

Very slippery

about

U was above u~

1957-64, 1910 -79
year.

3

366 n .

w.

I wd.prefer O rate.

for most

But we had influ.

His defer, neatly clodques that one.



19 48
1952-60

0-621960

52

1962-68

1968-73

1923 76

1976 - 80

Truman
Eisen hower

iuv.

Kennedy

Jotunson

Nixon

Ford
carter

Unstable components of spending : G, Cons.Durabler, Ati Producer

Durables ( " Fixed luv.")
i. G₁ bouncer

tax -fuced.
in

ng & down w. wan , politics.
53 % !
24 %

0

1950-53
·65-88

'68 -75 AG

AG =

But this does not nesly, destabilize aggreg., if
But

curry change in demand mix calls for

+ hardware, thus requiring bulge inplant + hardware,
investment, Gordon calls for tight money in wen, but
nation stears K into war plant by helping to fuce.
them ,

4



2. Producer durabler. (" Fixed luw.")
( 2 presume this includes howing.)
a bastard concept, includes both Replint, R, t

some net uit, But not all R;
to some extent do not reflect aggr.So, it's changes

changer, but shifts.

t+ not all I.

E.g : 1) Cities expand, bulge in ffi bdg, durables, other

capl. is chann down,
Then, int.shift to restocking old shelver plus the

"fixed ".Imv. in 4 soft goods is not1new.
E.g. 2) Build-up of cattle huch, Not fixed int., bes.

corpus extern into product, But has all the ec.qualities

of durable producer goods,
so, dlath given are of little value.

3) Coms dumbler : Autor, appliances, furnitur

also mustable.

siquif, by itself.
Again, too small a part of whole to be

ball,

5

They have their eye on wrong anyway,
Ilow of invertable fund is bey variable; somen, not win.



1

There

has to yield,

are always
When souverwer. sauver day upday up something

It is obviously the durable its..__

|

i



1.

E₁. 100 .

| Sordon, ch, 14

Point of Ch. 14

I is very variable.
( Define Cumplitude.)

Thus he justifies "activismi" Clutervention,
Dirigisme, Directing, etc.)

"Rockefeller socialison."

+

Does this mean Socialism ? Not egalicarian.
Ber mam policies her

recommends are

A K/2 ratio.

Tues, Nov. 27

2.1. Beguis

trickle down

are & tax breaks for property ; toA

Known in trade an

a.
6₂

is to emphasize that
Cycle of hi amplitude.

True, we

w. one

Keynesian

Reactionam bes. benefit:
thru benefits

to

reactionary Keynesiani
bes, of dimant vigent.

to luber all
K.

firm , & hand unt. is nustable4

ianism

e.
can add Custin camp syndrome.

e.g.
Large

Ta Pline, Alywke.

mindret.

Constum, boom in new, growing towns, region.
Taking in en othe's washing

1



d. Cattle boom, stocking new lands
e, Irrn. boom, Cal, in 20s.

But there eigi are all micro, or

Depend on inflow & outflow of funch

Can they be nationwide; worldwide ?

not for same
eu. other variations

same reason.

closed world ec.

are

what the e.g.

hand K creates joks seldom.

3. Demand

poobed

But do not explain instability in macro world,

mundurinquit,
elsewhere in book, but

Q

open ec

If so,
Res, different lumps offret

do tell us of value is that

;... desired cap stock.K
bes, A C'latter is

not
He has int. Mange due to

regional

the is excaping from it
Were.

s in opps..
* First, by sa : later,

cro.)more macro.

But when does all this new K come from?

2

4



There is no fund floating in
tapped whenever demanded,
is not the bottleneck, but supply

Sources of a ww. funds:
+F only applies in opere ec.

generalizer from first erg.
can't do that. in whole

+

Law:

,
a

the air, to be
Demand for K

t.

On
to whole ec.

p.

eu,

R,R. S, AM. F. ( Foreign)
400 he

~

5.j. Produ, of hard K is variable.

a . Replunt is defenabli
b small part

to Ai
Very sensitive

there is no

But

Corollary; bottlemark is supply not demand

Defu, & explication: bottleneck is flow, fund.

people invent ber. they have thefunds

not

F

3 reasons.

3

of whole stock



Correct

T

But there don't mean it causes instability.
Rather, it reflect Mangues in supply flow of
invertable funds. a falance wheel.

+

Decline of flow
hard K,

ii)

3 ways

i) 4 V = ( 1 +i)

dy/di
V

camn

-n

to see this.

= d luv !
di

dV/v = dix(-u)

Y(

1

higher i.

-n

& bull+i) = -n /ti
di

d (lti)
di

in
;) V= ei" ; luV = -in ; _dluV

di
4+

u

-n

This scream out

{}}

4

-4

=E.g., dis .01, n = 50, drop is 50%



Rpt.

iii) User cost =

If " = 1,

6. wd.

t

A...

ird
i = ₁05 1u

permanent.

If n = 20, d = .05₁

What who cause tightunig of funds ?

i= 50 U

7.t. Burst of int. demand caused by lower i is tempo.
A R demand caused by higher Tummen is

to



i Gordon, M.14, idear,

They
base Acc. on

My acc. is based on

K

Theytryple instability, Tree, give eng

1. Lauge daw . Conste camp syndrome.
2. abyerta pipeline

same

3.
4 ,

But there

assun, of fixed K/2 .

lowining K/a , bet more a fromQ

Consten boom,
Cattle boom, stocking new lands

and micos, regional. Can they be nationwide ?
eigiwhat the "hard K tell us is that thisWorldwide?

frozen capt, creates jobs only

"{

seldom.

5. Irrign, from

durmend urgut. mindset.
Acc, is based on

The bottleneck is int. opp., rather than flow of K supply

Law: People iwert bes. they have funds to invest.

The bottleneck is supply not demand or oppy.
Now; stock

0. What would cause a

funds ? Simmal fall of 3 sources:

general rightening of

R, S, FAM



1. I falls bes of:
a. Accum, of too much hard K

b, slow sales

c. Ai so

2. 5 falls

a,

b

fullsCap. value falh
Graphic e.g..

recovery goes for inc.pruts

3. AM fulls

all

Stape !, late boom, hi cap. values, fear of influ.

Sordon, Telltale erron.

L

a big loss of capt.
for int. on bonds

2. early recession, inc, fulls ( including -AL.U.)

has R rise

guer

It even becomes negative. Loam repayed not removed.

2. p.396 Favors

stimulate inve!'

1.399, gradually as cap.stock As.

Thus, he has a fund of K floating about in thean that

is brought to earth by suw. demand,
In open er, this cd, make sense. But he has

ruled that out, all is closed ec.
In fact, inv. surger result in reduring R as cap.www.

ITC & Acc. Dep. to

Again, p. 411

In fact, 4t reduces rein (for given K)
Q

4

x/0

hardens,

2

"t thusAL



Sources of KFlo; R. S. AM, and F. ( F= Foreign in.)
In open ev.

F is puntable, too.

14-2,

from that to generalize

Sordon mese.f. of one

dv
di
V

Actually produ, of hand K varier

=//=
2. Very femitive to

3. Replint. is defenable

V= $ (1 +i)="

open we.) t
to white closed ec., p. 400, 14-3.

1. Repfunt. is uall
hard K varies for 3 reasons:

is wall part of stock,
si

&du[(ini) "] =d
di

di is very

frim (

* •"

an

d ( 1+i)
di

di -( -n )

very small, of course ; the unit is too

-n

f

gair

3



d
dx

du
di

V

X
E

11

ni

a -l
aX

-n((ti)""

( 1 +i) ="

-4-1

d ( 1 +i)="" = -~ (Itil anal
di

de
di

Work it out.

soft K,

11

Lue

K₁ i =

an (iti)" =

meni ni .
__d(ui)

dí

PV

=

-
Iti

3

Id way of exposition : Uher cast of K = i` & depa.
Hard K₁ i = 95 % u

5 % u

S

1



Hand K is mrefull ofgreat capacity for

absorbing laye K flows; I giving back when needed,
Problem comes when can't recover it when needed

a veu.

Desired K/Q = U*

change, p. 405, he wants to raise it,
14-5 recognizes this tos, can

p. 401. Burst of nivt. demand caused by lown i is

temporary. IThis is how he generates bogeys of instability)
Fails to note, 4 uurt. demand caused by nighn Tumorer

is permanent.

p. 405. Useful concept of "user cont ^

1 say

liqu. hi i.
there was nothing

ofcapt.

1.408 Attributes sepussion

while inherited K remained fixed,

i + depreus.

to drop in cluned 15/0,

rather, an acute crisis shortage of cap. flow caused

Net invt. dropped berThis devalued K stock.
to invent, no flow of capt, supply.

L



T

p. 412.
+

This suggests:

Paradox "
hist. conelation between " bus, inaut." fint.

eif

+

bouds from iunt.
a) Msrunt, bian, e.g. leaving

~

c) Cum swings dominate .
d) Hi i Moker off int. ( nery.

sources are slower.) then lägs downswing

6) Demand changer more than supply.

e) Msrunt. bias on

out

pis is justified.

i i

howning & muni.

to happen bes

6

Gordon concluder: nnt. is unstable, activism

choosing wrong one,



E₁. 100B

4.
+

1

ch. 16 ,

a
Cash

1ww.

L

called on

Thurs. Nov. 29.

Fed. Res. Monetary ConteI.

Dep.
Equity

ůBy One Link iim expand
Intuitive.1. create clapos. by deporting.

2. Comuter- intuitive : Bank create elep. by lending

3. Expansion & limit
a,

b. One of manyto
pay(Do. for one

We tost liberty of devaluing

One bank can expand inclef., if mapy.
Until all cash gou out of system.goes

one cannot,

Last day.

banks can expand little, bes.
cash.

(

country, if

Banks expanding in concert can do what

gold standard.
in effect repudiating.)

Turir le so
all the concent needs is a

General A inv. opps.
conductor.

release of trakes



I

d

u
F.R.

e. What is cark, how controlled ?
"Cast med to be gold, "specie".
Eradually, came to he

Limits eue :

Carle for reserver

Res, reguito.

p. 453 Gold

|TinySecs.
twoww

Notu

Deposit

change the rate.

new or used.

Put, Banks

Carl

Loanst
[urts.

a, Carl control 1: Rediscount.

No limit.

F. R. noter; & eleports
f

L

Report

2: OMP.

Tsy...secs,
It's clepaits

not since we went off gold itandand

2

Feel- buy

never carted
deposits never

|



Fed, ennman income.
-1 what happen to all that.

! powerful.

+

This is monetizing debr.
Fux free.

+

LNQREB NQ HB.
aba

says,
use our pump.)

Nó

up to MBC aBa
but

you

f. Couted of res. ratio

ok to pump in into v.c.,

Tsy. pays uit.Not too clear
Bankers are very

řed, has nome, cun run wild

Feed. has control of members.

Hist- sections an

int. to

1 it by removing with him

have to

ureful will be covered.
Summary: Have looked at state of the out,

In bad strape
Bottleneck today is supply of funds.

vs. loft cxpl.& laben.

3



Why it takes

selft correct.
1. Hi.I do not salvage frozen K

1. Hisprevent completion of salvage of unfinished
K

+to self

int. income.
3. Mi i top cash flows, reducing ap. recoverg

by taking cash flow for int.
lut was first crack at c.f.
Food w. short clebt. It's inc.is a

eig.#
H.cout

#

coy. heavy

quickly rises, reducing imples which vd. have
retired deb't, an been univested.
cost

u
long timefor a credit crunch

But ACE value falls, so int. shd be reduced for that.
4. Cap. values full, esp. amabler.

This wipes out this unit of K. . It was mism

uiffen a kind of absolescence :.. " interest obrolucence ".
3+ 4 are alternative perceptions of the same

_In 4, we recognize the wipe-out in
keep K value, & reduce re

immediately.
rater.

up recovery

tt
H

tiverted ; un//en

effect. _.In
In 3, we

as

physica I as ever.
Jour Robinson types will scoff, thereis an much

"But is even J.R. probly recognizes
obsolescence in other contexts, when dumands Mauge.

5. Slower rater, slow recovery rates.



||
H

||
H

-·||

Another kind of donducence is lourd,obsolescence

H. this, by reducing Mallenger values.

how do li i conserve K ?

-H

||

--||
41

11

H
-||
H

-#

so

1.

t

1

4

2

2. Reduce sub of K for lubor
3 ..

5.

Refer replunt...
Reduce locul, obsolescence.

More me /stufe
dwellen/ s.f.

6. Salvage growing K, riduce inventories

advanceMestod was rignommen Kiplan forfast paybackwing
Use . K longer hrs., reasons, etc.

Hi i reduce

et c



[

Back...to PLPO

I. Expensing

2. Eunstman_

:

3



full

Figil

Carrying cast

Installation, Keretoftimes

cc fulds w . Afw. Af bcs. tive costs leu ; payback is quicker.
Thin tread walles tive lighon, umaller -- les energy.

Vert. int. model made simul. in 3 ways.

Water morning down a river;

up

1. View entire process at once as
down a viver; gas thou a

the applying this to life of tive is attained.
pipe.

2. staggu.
3. sum

f of changing tive

This tives,

on

a. annualize
Finance charges,

They are actually higher at fint,
tire.

going.
requivers many

at end of life, all c . Puisti's

This is what CC muam in Fig.1.
annual basis, smoothed out.

I drop as you pay off



4

1Fig.
Costs/yo.

i

2 π

Fig. 1 + 2

oneW/mi

pulory life of old carcan
epicycle ints. of show life.

que data over

1

CC i = .06

w.r₁ = $9

Installation w.X.=
Life

I

ec i = 108

life.

$f

life, there is a reverse effect. You can
But there aremutte,

2



2

a Real Multiplien. 6/13/85

"Accumalationeoff.by liquidation"

1. Investors seek to AK by Jumuing cash into goodhs : they
hive labor; or sell less.

But lato buy more, so goods just

IB

"₁

bess K

buyung
moreIA . They might do it by selling less; on

less

To de

a. Best selling len means holding goods longer
6. Buying more means selling more? Not if the drive is

convectly + fully demribed as turning M.into K.

that must plan to hold I longer. Ia LudyK.
Morice is to Avolume w/o changing turnover,
require more. M. xctions balance)

but that and.
So,

move

you

what makes you want les M?

If higher i, that also makler you want hold

If antic . AP, maku want hold morek

faster

If Krist pays by " advancing subri
1. Then he knows he is using

2 ..But he is not advancing

own products. They must still be

Krists who will stock Myin.
depend on their having advanced infristung

different than in a moun
so it is no e

ruu



3. Either way, if Krists set out to AK. They will not only
buy vins, but sell less. 1.e. they will hold longer.
(Even A inventory could be interp. that way.)

The... magic of the Mult, is alem to the magic of tay;
haw : Inv. makes people supply more, andsincome makes

them consume what the Aprodu .
optimistic. This is why Keynesputt

so hard & often they were too much alike.
..Bork are optimistic . put down

5. The problem is to Keiques et at have the driver; force bet
the incentive to invert , rather than to flow thru, avolume.

to accum . K,It is a
and

half truth, bes,you can to invest is to

you can do so by sitting less, holding longer.

in to

They made it sound in the K-ists were suprised by
"uwvolunting" investment in 4 mny. But in qual. Kristis

choose they know what they are doing .they choosethey

volume

say

to 4 empl, we must A incentive to A
not = incentive to invest. 4produ.



Macro

1. Policy of flex i will cause guest churning, roiling
+ scrambling for a white, ber people are not used
to it.

2

3

short rates will move

when i is high, temporarily, Ihen._
Bonowers will wait vate to

for fall
Lenders will lend show, for high rate.

This will happen very fart, stufting capt flowsin to start maturities

13 =12 %....
E.q., Nov. 29 _prime_is_ 15½ % mortgager_at

wor

__savings,

1.k. is det
not mainly by M, but by flow of

loanable & investable funds...
This flow

+ han long, bes.

i.e. stock x T..

AM tcomes from capt, recovery, E__&M + volunting

Nor det, by stock of capt. but flow,
Thus we can have a

small flow..
can have a large stock of capt, but a.
a small supply of investable funds.

4. AM by itself Muli't low
_social_dividend ; or as a w



~

4
4

6.

as or more than 5.
A.M lower i only ber, the injection comer via

This temporarily & lounable fund.
can consume less, but get moremorefor

bank loan
This people.
working

5. A big problema w. Fed. turning off credit(by Aven. regst selling news, + & red rate)_is this: we don't know.
if the resulting in_i is purely a monetary conted

a result of true capt. shortage
If the latter, it will last.
meaume, or

If Fed. had a stable announced policy, then
we could tell.

fallo

:

2



1

7.

{

AM by loam
fattWhen _i < g_t

people borrow to

they cash out,as

can also find way into C___
where it is real int. rate,tri

Thur. AM is_not 100 %

flow.

5. ( ruumed)
to raise ia true cap.shortage will force fed

SLE (supply of innertable_funch) full below DIE
To_meet excess__demand banks A.M.at fixed

To slow AM Fed raises i.___

buy_old assets.

But now ditin
But _flightfrom $ raiser

#
1 Flight fromfrom $

?

thenrate,
Seller_may_ comume

an increase of investable

DIE Anusma

distinquish lounable from inestable funch.
but not ADIF.1ADLE T

1

3



Macro

Septune of Edley, comp. int. and incentive to invent
andphykeck time.

AContpounding, discounting, PIPO

Solve fori..B. V =

C

aa
Reconcile

jutte

Payback

2. Selve PIPO

AV B

i₁

for

Matitpoints to make, using comp. int.
LAR, PIPO and call flow
Deluminants I

1.
Saiderofcompus in sales of serviceya speed of recoveryb. R/K²

2. Effect of

T=(E)+-₁4-1

neut and LV

3. To show slown payback caused by
higher vent or i..., must have i indep-uridecet

IRR = a 1 - Iºh
P

as income .

←

service flow.

Here, the ass. is that IRR> iIRR> i are imputed to
This slows down pay back, it remains



spread out over in you.
The other assu, is that,
back P. fusterget

have a reallytheasset at end of the payback

Thus, a lot depend

Prisen

be consumed ..

meaning.

and also

35

I say

depends on imputation .

1)a visu, i constimt u coust. Then
- an immediate guin in K stock,

But, (unfortunately), an in conse, will likely

A in cap. recovery,
net loss.

a rises, youP

Imight vise and abroab The sa
higher IRR.}

if i falls, I rises, HeiningK
More of c.f. willgojo

But when I riser, for same remon,it at 0.stays at
more harm than

Thus, lown i dowith good,

yous.
T

und this har u

as deprecy, over life.
there is no

There is just

htto good, on balance.

2

nead

a

-



4. A rent devaluer K, if u = cout.

K+4₂= !==" + 4₂2²*: a

!

I
K = u t- - -L, FL, I'M

This user Holy verid. method of seperating + tk.

for cap-intensive landwees.
6. K is like a

rolling the dice.
over.

i

5. When the ec. wechs More K, i viser,
But this reduces K !

Proximate effect is offrect by chop ofh
way's wore than offret. But if I stap high
anivers perversely" then K is but.

mine.. on

Drop ofthis nult of higher i. But a drops - eeply
news ca

gambler's stake, you keep
But when you love game's

4. Cremmed) So w. PIPO model

3



the ?. Effect of si, to make K be used better, turn
7.

U

b.
Nore effect

a .

Inventory model

PIPO model, recome the comples.
on rent, moderating the effect on recovery.
Flow model

i, Mobile K
ii. Real I

8. General: what dets. pol. of K...
IPO

Combs of im. I vent+

8d. betw. luber input, is diff from bank
and K inputs .

no site

affected by a

Land input is steady.
K input

fuctu.

K is wealth used to produce more wealth.
is so used, even consumere capl.

4

what is it? E.g. of AFUDC .

Defria K :
B Produced - rules out bund

cell wealth.
So cupl is wealth....

fields services over time - has a pel-of life
Wears out or is consumed



i
8 , a (cont.)
(4) Incorporates services offactors rendered entier.

Receives reture ex post
bem risk.

produ.& conquusies products of other factor, during lug betw.
is advanced to theimlier factors in form

of consumable goods up front.
Is

O K begins w. fact of lag betw. cons. +
K. is the thing of value produced but not yet
consumed.

things reps, of capt.
B.K lies intrinsic value. Rules out thete

or claims on K: securities, moving
Rules out privileges over other people credits , in personum.
relations.

Begins w, lag

I

baud

What is K ?

1. Goods produced but not yet consumed.
lag been produ. + cous.

claims , and in

du

produz.

2. Has intrinsic valle. Rules out paper

pusonam relations.
on is usedup.

3. Is produced, & wears outin Ruler out

4. I corporates services of earlier factor inputs,
rendered unlin ; delives them for use.Later (+prolaps elsentre).

5. Some one has to defer potential consumption
lag od betw of t delu



15

originally put in, thus

lug. justibyni, I compensating for the

1. Is continually destroyed.I reproduced...
process of "circulation",""circulation ", or turnover.

!

distribu, dealo not w. who

inputs people get pd.

8. Has a period of lag which can be
calculated exactly, and is (by lindes esply.)

9. Circu . involver delivery of ripe K to consume,
in return for curvent services ("advancing subuiteme").

10. Return to K is the last to be

disclosed in time, hence residual. & Bears risk..
11. Personal distribue, is another matter. Functional

butget på, for what functional

6

12. One captlst . may
Thue is no common, unambiguous

take interest - another

name forparticipate .
the

well as K. "Puré

pure not return on participating. "Profic " incluches ....
of contributed equity impacts , including lund & lubo , as

Pure profic" is a good nume for return to K above

standard o.c. of contributed equity inputs, or participants..
13. all K is ultimately fungible, when

reproduced. But never convertible into lund..
14. People have some capital- like characteristics,

but impiue. diffs:
a. Inputs contribed by parents, repaid to chilkom

the invertor is not unally the proximate beneficiary
b . Cupl. is commingled w.w . the individ



"

1

14, b, (cont.)

prefs, + feelings +feelings + genes,
has no standard rate

of return. Ituman capt. idea is pure environmentalion.
(They wdl. say heredity is rent...is rent, uw gets interest.)

c. Return depends on individ.on individ response .
d. Environment includes all life I not just

www.

puid-up edu.
c. Social benefit > put. ones.

i
f. Humans own themselver; K is owned byd

humans. With luon, the resouce owner is the recouve
Labor is more muversal. Everyone can

The structure of wage
down together, so everyone has an interest in labor as a

labor

only of wage rates mover up

group.h..

g.
some own K. &


