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4.2.1 {S5zRA%ET

Table 4.1 Main features, money and credit

Features PK School Mainstream

The supply of money is. .. endogenous and demand-led exogenous

Money ... has counterpart entries falls from a helicopter
The main concern is with . . . debts, credits assets, money

Money is tied to . . . production and social relations  private exchange
Monetary causality Credits make deposits Deposits allow credits
Banks are . . . creators of credit flows merely financial

Reserve mechanism at work, if any  Divisor
Credit rationing isdue to . . . lack of confidence

intermediaries
Multiplier
asymmetric information
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4.2.2 HFFIE

Table 4.2 Main features, interest rates

Features Post-Keynesian School Mainstream
Interest rates . . . are distribution variables arise from market laws
Base rates . . . are set by the central bank are influenced by market forces
Liquidity preference ... determines the differentials relative  determines the interest rate
to the base rate
The natural rate . . . takes multiple values or does not is unique, based on thrift and
exist productivity
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4.2.3 BZMEAFEN

Table 4.3 Main features, macro implications

Mainstream

Features Post-Keynesian School

Schumpeter’s distinction ~ Monetary analysis

Financial disturbances . .. have effects both in short and long
run

Inflation causality The growth in money aggregates

is mainly caused by the growth in
output and prices
Macro causality Investment determines saving

Real analysis

have effects only in the short
run

Price inflation is caused by an
excess supply of money

Saving (loanable funds)
determines investment
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Table 4.4 Simple balance sheet of the unique bank

Assets Liabilities

Loans B Deposits D
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Table 4.4 Simple balance sheet of the unique bank

Assets Liabilities

Loans B Deposits D

s X HBEBFERBICER—RERTE, fETHANTL,

Table 4.5 Payments through debit balances

Bank assets Bank liabilities

Debit position of purchaser + 100
Debit position of seller —100
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« XTFEXFE (overdraft)

Table 4.6 Taking explicit account of credit lines

Bank assets Bank liabilities
Loans (used overdraft facilities) Deposits
Unused overdraft facilities (potential loans) Unused overdraft facilities (potential deposits)

* WKL PNALEBT | FFARTNIE M

- —EEREREAEZINEEE (WXE)

- E ERHERHNERTIURERNES D

- EfrEERIT (BIS) MM RNAIMNMEERE, EXRBITHEARK
(formal standby facilities) F0{5 R Z1E (credit lines)
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Table 4.7 Balance sheet of the unique bank, with banknotes

Assets Liabilities

Loans B Deposits D' = D— H
Banknotes H
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s R BEXRITIRITS, BRAURFEA VBN Ha THRIEMNRERE
FAHIER, X 7T Thomas Tooke XM EE BB, ARFIFRTS
s RIOTSARHFE, MEFREHRFIE, AELSEETAZNELT,
EIERIRITEEZ, RITFERBE K (SHtable 4.7)

Table 4.7 Balance sheet of the unique bank, with banknotes

Assets Liabilities
Loans B Deposits D' = D— H
Banknotes H

- Ak, S|ITRNXFTF "ERTRTFESES BIRAHEDSH (FH)
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* FR, WHKEABA +ip), FHREAD +ip), RERVFITEENIEE
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Table 4.8 Banks with own funds distributed as dividends ( AP WL & AITD

Assets Liabilities

Loans B(1 + iy) Deposits D(1 + ip)
Own funds (equity capital) OF = D(iy — iy) < 5|7i] (7o)

Loans B(1 + i) Deposits D(1 + iy)
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s FEAMNERFRIGBERTRUEBRNEREEK, BXREIXFLA—ESRE.
BlANERIT T B E—8B PR EKH DL /ﬁ%ﬁ LE A R TR B G0,
WITHEFRD T (FEARTHERS AR T8 AR IEIE S0 TR
c BF  REBINZY, REFHREZER (i) 75K IRAFSERER
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Table 4.8 Banks with own funds distributed as dividends

Assets Liabilities
Loans B(1 + i) Deposits D(1 + ip)
Own funds (equity capital) OF = D(i, — i,)
Loans B(1 + i,) Deposits D(1 + iy)
c WITHN—HRFEAENEFERRHEITHRR, XHEITRONERESE (KX

Ay T 157)
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* TR
» IAMKHY4RIE (BLWO)

Table 4.9 Banks with own funds and loan defaults

Assets Liabilities

Loans B Deposits D
Own funds OF

Loans B’ = B— BLWO Deposits D

Own funds OF = OF - BLWO

- WKE %, RTBIRETU AR, JAF<hf B~ SRABXE
RIERITHIRR ™ 1] BE Ié WITE IRERE, —BHEFFRNEE. (20

HLI0FERKFE)
s FIM— LK ZHRTEET, BRAMME (insolvency) MRS ELA— ol ?
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» BE—NMFEWM (clearing house) T1—4R1T/EIT (interbank
market)
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Table 4.10 Two banks in a pure credit economy

Bank B Bank D
Assets Liabilities Assets Liabilities
Loans to non- Deposits Loans to non-financial Deposits

financial agents ag
Funds owed to Bank D Advances made to Bank B
Own funds Own funds

—BAB1T
D#iEB
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- FRREHE X
s BERNTHEENER  ANRTE—EREAG. MBRTEEERFER
MHIRE—KR, FEKPNSRTFB KA fHR)E
s BRNEZ— | RITBRIDATHERKECD (BFEEIR)
* DETXBRREZEMBENHEE, IAMICD, ICORMBZEEMNFETFE
 tbEitabled. 10F0table4.11

Table 4.10  Two banks in a pure credit economy Table 4.11 Two banks, certificates of deposit
Bank B Bank D Bank B Bank D
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Loans to non- Deposits Loans to non-financial Deposits Loans to non- Deposits Loans to non-financial Deposits

financial agents agents financial agents agents
Funds owed to Bank D Advances made to Bank Sold CDs Purchased CDs
Own funds Own funds Own funds Own funds
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s IESFLRIENE X
« T (mortgage) | RITHMHRIICERTIKFANETT, FETIZEK
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* AR
* DNS | (RITRAREHEE—ABEERTHES
* RIGSRITAIHEE — B EERINENES
- BEAMMER | FESRBITEEARE

aﬁ Table 4.13 The clearing house in a multi-bank system
\Q \]/ Owed to — Bank A BankB BankC BankD X amounts Xamounts Clearing
Owed by owed by owed to balances
_ JENN N I . :
/%EL ’?TB % /Z\ /r’}- é& ﬁ_ ]Eﬂ —,—ﬁ i}\, J,_ ’f% 5}’(1 5 , (debits) (credits)
— 4= 5 )& Bank A 15 20 20 55 60 +5
S R KRAT o AR R &, B Bank B 30 40 35 105 90 -15
BARRN, BRELDTRIT. BukC 2% 0 w8 s
THhEREEZANA L % amounts 60 90 85 65 300 300 0

owed to
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- REANZWITHR
s FRRT—MAERETH LER, MREATETEERSWNIES, HiE
KKIUAZENNIEEIM (repos or RPs)
s —BENEMBNFNT—RANKIRER (BEETRFREEE, #BH
TE VAR 5 75 [B] I e jE))
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« TAREE | RITDAERITEHEBFRST S ERMENRITS
s BT (MMREAFEBFZH . WNRIBIT ARG RITH EEETE ™,
REERTTSHRRIME— AR B AL E D3R E (discount window
operation) EHE IR T (borrowing standing facility) , {EHIERIS
HETAERITS.
NE 3B 9 A AT ) 4RAT T A 69
— AR R A9 LR 3 2 s iR B

rg j’\ a9 %‘ ’ "‘ﬁi 7’7 ’%Eﬁﬁ' a9 ﬂ%}é ’D}’,:\ Commercial banks Central bank
A RiE, ARATVASERR E E A, K

Table 4.14 Overdraft economy, with banknotes

i : : Assets Liabilities Assets Liabilities
Jit 57 Ao Ty Ak GF 2 S5 A IR AP A R AT —

A AL N\ A PO Loans B Deposits D' = D - H
N & NI 28 FIE B A Nk Funds H borrowed from Advances H made to Banknotes H
ME HRRILZE, —AKT R central bank commercial banks

M H A R 38 R AT AR HA T & AR Ao
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s ERNATRMEILHEGMHRM S (Rochon and Rossi, 2013)

« RITKAMMS SR AMREBEH XK | R ﬁﬁﬁ‘ﬁfiﬁ MEZEARTER
RIBLFHREEZFF. RITRA—DEBERE E/J.Lzhﬁ#ﬂ%?kfﬂiz/l\ﬁ
Fr, E—RIMNEMEBIRITIREEETTT (high—powered money)
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MITHRHEKR, EANNNRTRERRFEE

c RIXHETREREAUWZ LML (scriptural money) X B RIT70Y,
RITBII I E R FRETEE (compulsory reserve) , T RUEERTTH
n, XMERSZEEM. (URIRITREREA THRRTE UER
TN S EREE)

Table 4.15 Overdraft economy, with compulsory reserves

Commercial banks Central bank
Assets Liabilities Assets Liabilities
Loans B Deposits D
Reserves H Funds H borrowed Advances H made to Deposits of banks

from central bank commercial banks (reserves) H
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c AEBESEE

- RITRTHRITS, BITEEBFRE

- RITEABEVNE, AFERITETG
c EX TR KRB MRHE

- TlR&IFET
« 52T (high-powered money) MIEE (X EZHER T RAT &, REFERITH

%) SERMEBLXR, TESRARTERLSFUEESIFRIYFHERA—IF

BRITEMBARTEERAFER LS EHE—3E, BB EHHERERR/N
MERTEVLUEESH, BELETTEREMSHRE KA (F5tabled.16)
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Table 4.16 Overdraft system, with two banks and no overnight market

Bank B Bank D Central bank
Assets Liabilities Assets Liabilities Assets Liabilities
Loans to Deposits of Loans to non-  Deposits
non-financial non-financial financial agents of non-
agents +100 agents +80 + financial Ropioti
Y/m/ agents +90 lﬁ%‘ﬂ%
Advances from Deposits at Advances Deposits of
the central central bank to Bank B Bank D +20
bank (negative (positive +20 T’A' i
settlement settlement )
balance) +20 balance) +20 o

* XN T WARGT . XEEFERERTRE—EENEZ T HRTE
BEPRITER
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* Neo-chartlistsAIXM =
s BEFEBUTRF (100) , RITWNREHWEES ( Treasury bills )
RITMIXEEES, BRFREXNNSTHIFER
s DRBBNAEZFHPHEXLEER, KTEESMNEMHEEMMA
ZFAFEE AR, SRIXIEE—

Table 4.17 The neo-chartalist story: Treasury bills are first sold to the central bank

Central bank Commercial banks

Assets Liabilities Assets Liabilities
RIXfi{kp > Treasury bills + 100(%ovcmmcnt deposits +100
S 4 L — e e —_—— -
Vaidhifs ) Treasury bills + lO(I@epos}{s of banks +100 (7)Reserves +100  Household deposits +100
1248 beokovte g Treasury bills +10 Ban;notcs +10 i Treasury bills + Household deposits +90
BEARLMR R 7
w4 % / | /
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* Neo-chartlistsFy 3 =
* Q—BEFXE, XEFHERRDRESE IV AEFVRITROFK
* QFRFWHRITEEXLEXEREENN, MRALZEHMNER, °
B A ERITHERITRIME S

%

Table 4.17 The neo-chartalist story: Treasury bills are first sold to the central bank

Central bank Commercial banks

Assets Liabilities Assets Liabilities

ROE @345 > Treasury bills + 100(%ovcrnmcnt deposits +100

S 4 L ——— —_—— -
Baighife Treasury bills + lO@pos}{s of banks +100 (7)Reserves +100 Household deposits +100
T2k beckete®d.  Treasury bills +10 Ban;notcs +10 i Treasury bills +;; Household deposits +90
AR Ko7
o4 7’ | /
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P25
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Table 4.17 The neo-chartalist story: Treasury bills are first sold to the central bank

Central bank Commercial banks

Assets Liabilities Assets Liabilities
ROE @345 > Treasury bills + 100(%ovcrnmcnt deposits +100
S 4 L ——— —_—— -
Vaidhifs ) Treasury bills + lO@pos}{s of banks +100 (7)Reserves +100  Household deposits +100
1248 beokovte g Treasury bills +10 Ban;notcs +10 i Treasury bills + Household deposits +90
RRAR R
GHh / | /
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BUFAB 100 7R (B—17)
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2R175

Table 4.18 The post-chartalist story: Treasury bills are first sold to the commercial banks

ey Central bank Commercial banks
)i - Assets Liabilities Assets Liabilities
b5 @I

Treasury bills + 100 Government deposits +100
Treasury bills + 100 Household deposits +100
Treasury bills +10 Banknotes + 10 Treasury bills +90 Household deposits +90
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« RITHIEX
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2010, p.169)
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Table 4.20 Impact of various transactions on reserves and overnight interest rates, with
possible compensatory measures

Action Reserves Overnight Possible compensating measures
N o (settlement  interest
Y /L\\ 9:_ I__ﬁ iﬁ, ?;E 1/E balances) rates
Citizens and corporations Fall (banks Tend to Central bank sells government
pay theirfaxes) which are make a rise or central bank securities or
deposited at the account of the payment any other previously acquired
~17 MY = government at the central bank outflow asset
° )ﬂ\llg % = )ﬂ\llg -I-j]\ -LX .TF;E TIE Central bank sells banknotes to involving Central bank provides advances
banks the central to banks % nh/%
Government sells securities bank) Central bank provides repos to
> 7ﬁ +5 . A e 3',5 :’o the{)nt\;’atc sccto:'i ar_ld : banl:.sz or dealers (hquutc'inty- {%(j
Y Ej: {TJ' = ( d I re Ct eposits the proceeds in its creating reverse operations)
g TJ\ 7.")\ account at the central bank Central moves government
Central bank sells foreign deposits at the central bank
currency on foreign exchange towards government accounts
advanCeS) markets at banks
Banks wish to acquire more
feserves
Government purchases goods Rise (banks Tend to Central bank buys government
° L /,— L == ]2 and services out of its account receive a fall securities or other financial
9& ’f T k ’r N E, E M at the central bank payment assets
Government securities mature inflow Central bank provides reverse
3 and central bank redeems involving repos to banks or dealers
them out of government the central (liquidity-absorbing reverse
account at the central bank bank) operations)

Central bank buys foreign
currency on foreign exchange
markets

Central bank moves government

" deposits at banks towards
government account at central
bank

Central bank sells central bank

bills to banks or dealers
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Table 4.22 Accounting for balance-sheet changes during the Global Financial Crisis

Central bank (the Fed) Commercial banks
Assets Liabilities Assets Liabilities
(A) T-bills: =100 (B) Govt deposits: +100 (A, B) T-bills: +100 Deposits
Own funds

(A, B, D) Private assets (C, D) Reserves: +100
or long-term

securities: +100
(C) Advances: +100

(C, D) Reserves:
+100

(C) Fed credit: +100

(A, B, D) Pnivate
assets or long-term
secunties: —100
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Table 4.23 Balance sheet of commercial banks and sellers of illiquid assets following a
quantitative-easing operation

Commercial banks Sellers of financial assets
Assets Liabilities Assets Liabilities
Reserves +100 Deposits +100 Gilts and ABS -100
Deposits +100
Reserves +100 Deposits +10 Gilts and ABS —-100 Loans —90

Loans —90 Deposits + 10
. *




