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The Theoretical Foundations



Six years after the Crisis and the recovery is still anaemic
despite years of zero interest rates. Is ‘secular
stagnation’to blame?

Teulings and Baldwin (2014)
Secular Stagnation: Facts, Causes, and Cures
(VoxEU e-book)



Ti1 opideTal w¢ Secular Stagnation;

‘Evag opiopdg Tng evvoiag Tou secular stagnation eivar OTi xpeiagovTal
apvNTIKA TTPAYHATIKA ETTITOKIA yia VA €§l0wBOUV o1 aTroTapIEUTEIG Kal Ol
ETEVOUCEIC WE TNV TTARPN atracxoAnon. H kupla avnouxia eivar Ot N
secular stagnation dUOKOAeUEI TNV ETTITEUEN TTANPOUG ATTAOXOANONG AOYW
XapnAwyv emtrédwyv TANBwpIocuoU Kal pndevikwy emTokiwy (Teulings and
Baldwin 2014).

O o6po¢ xpr]oluonomer]l(a TpwTN Popa atrd Tov Hansen (1938 — speech
published as “Economic Progress and Declining Population Growth”,
American Economic Review, 29, 15) oe¢ pia opdIAia TOUu n oTroia Ba
UTTOPOUCE VA XOPAKTNPIOTEI 6|opaT|Kr’], TTPOCOAVATOAIOMEVN OTO HWEAANOV
aAAG TAUTOXpOva Kal evTEAwWG aotoxn kKal AavBaouévn (Tuelings and
Baldwin 2014, Summers 2014 - “Reflections on the New Secular
Stagnation Hypothesis — in Tuelings and Baldwin 2014).

< O AOyog gival 611 XpNnOIPOTIOINCE TOV OPO YIA VA TIEPIYPAWYEI I KATAOTACN OTIG
HINA otTou Ta XapnAd eTmitreda YeEVVNTIKOTNTAG KAl TO TEAOG TNG AYPOTIKAG
avamTugng Ba wbouoav TN Xwpa o€ XauNAEG €TEVOUOEIG, XAUNAR CATNON Kal
XapnAnQ avamrugn. AlapeloTnke KATNYOPNHOTIKA KaBwg Ta emmopeva £€Tn ol HIMA
gCENIXTNKAV OTN MEYOAUTEPN OIKOVOMIKA TTAYKOOMIO OUVAPN ETTITUYXAVOVTOG
payéal’o(é augnon Twyv €TTeEVOUOEWY, aug¢non TG ouvoAiknS {ATnong Kal Taxeia
QAVATITUEN.

% O Larry Summers emmaveépepe Tov 0po “secular stagnation” ota 1€An Tou 2013
(Tuelings and Baldwin 2014).



BpiokOopaoTe o€ oUuVvONKEG Secular
Stagnation;

Eival iow¢ TTOAU vwpic yia va yvwpilOUPE €AV Ol UTTOPAIVOUEVEC WG
ouvlnkeg secular stagnation e€ival KATI TTEPICCOTEPO ATIO MIA APV
avatrtuén. QoTO00, Ol OIKOVOUOAOYO! Kal €KEivVOl TTOU AdAPBAvouv TIG
ATToOPAceIC Ba TIPETTEl va OKEPTOUV €K TWwWV TIPOTEPWY TIWG Ba
avTIOPACOoUV €AV Ol OuvOnkKeg secular stagnation TeAIka emmpReBaiwbouv —
Ta TTAAIQ JAKPOOIKOVOUIKA epyaAeia Ba eivar averrapkry (Tuelings and
Baldwin 2014).

[MapoT n aiolodocia @aiveral va eMOTPEPEI OTIC AyopEg, n Tparrela
AieBvwyv  Alakavoviouywv (BIS 2014 - 84th BIS Annual Report)
TTPOEIDOTIOIEI OTI N OIKOVOMIKI Kpion OeV £XEI CETTEPAOTEI.

% 2NUEIWVEL OTI EVW OTIC XPNHUOTAYOPES ETTIKPATEI EUPOPIA, OI ETTEVOUCEIC OTNV
TTPAYMATIKI OIKOVOMIa KIVOUVTAl 0€ XauNAQ €tTitreda, Tapd 10 yEYovog OTI Ta
Baoikd emTOKIa dOAapiou, €upw Kal YIEV BpiokovTial o€ I0TOPIKA XAUNAG
eTTiTredq.



BpiokopaoTe o ouvOnKeg Secular
Stagnation;

[TapaTnpouvTal OPICPEVEC OUVONKEC CUMQPWVA HE TIC OTTOIEC O POROC
NG UTTap¢ng TIPAYMOTIKWY  ouvBnkwv  secular stagnation
evouvapwvetal (Krugman 2014 — “Four Observations on Secular
Stagnation” — in Tuelings and Baldwin 2014):

% n utTap¢n ouvlnkwv undevikwy etmToKiwv (zero lower bound) €xel

MEYOAAUTEPEG ETTITITWOEIG ATTO AUTEG TTOU VOMI(aE,
** QAiVETAI VO UTTAPXEI MIO JEIWTIKA TAON OTA TTPAYMATIKA ETTITOKIA, KAl
% 0Ol OUVONKeC atropoOxAeuong Kal oI dNUOYPOAPIKEG TACEIC AVAUEVETAI VA

ecaoBeviioouv TN HEANOVTIKNA {NTNON.



H TTT]won Twy TTPpayHATIKWY ETTITOKIWY OTIG
HIA ka1 otnv Eupwdlwvn
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MNMnyn: Teulings and Baldwin (2014).



Eurozone Real Overnight Indexed Swap (OIS)
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NMnvyR: Reuters — Datastream.

Znueiwon: An overnight indexed swap (OIS) is an interest rate swap where the periodic floating rate of
the swap is equal to the geometric average of an overnight rate (or overnight index rate) over every day
of the payment period.



Low Rates of Return

Pure returns on capital in the U.K. and France
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Source: Piketty (2013 — Capital in the 215t Century — Harvard University Press).



[N1aTi TO ETITOKIA ETTECAV;

O1 Teulings and Baldwin (2014) Bswpouv TOUC TTOPAKATW TTAPAYOVTEC WG
QiTIa TNG TITWONG TWV ETTITOKIWV:

“* H Tpoo@opd dAVEIOKWYV KEPAAAiwV

Mia auc¢non TnNG TTPOoPoPA¢ dAVEIOKWY KEPaAaiwyv Ba utropouoe va Bonbrjoel Tnv
eCnynon vyia tnv UTTapen XapnAwv TTpaydaTIKWY €TTIToKiwy. Mia T€Tola aucnon
OXeTiCeTal OTEVA ME TIC ONUOYPAPIKEC €€eAiceic, uttoBETOVTAGC OTI T ATOMA
QTTOTAMIEUOUV VIO VA £€ao@PAAioouV TN MEAANOVTIKA TOUG KaTavAAwon.

“* H {ATnon davelakwyv KeQaAaiwv

O1 Blanchard, Furceri and Pescatori (2014 — “A Prolonged Period of Low Real
Interest Rates? — in Teulings and Baldwin 2014) divouv uia PIKpR €U@aon oTnv
TTAeupa TG ¢nTnong evw o Glaeser (2014 — “Secular Joblessness — in Teulings
and Baldwin 2014) kdavel KATTOIEG £VOIAPEPOUCEG TTAPATNPNOEISC OXETIKA UE TOV
aucavouevo poAo Tou Topéa TNG lAnpo@opikng oTtnv augnon TG ¢ATNONG yia
eTTEVOUOEIG.

“* H oxeTiki {ATNON YIO AO@AAN TTEPIOUCIOKA OTOIXEIO

O1 TTEPICOOTEPOI UTTOAOYIOUOI TTPAYMATIKWY ETTITOKIWY Pacilovial AatTOKAEIOTIKA
OTIC OVOMAOTIKEG ATTODO0EIC O€ €TTEVOUOEIC O QO@AAn aToixeia Oommwg Ta US
Treasury bills. O1 TIHEC TwV OPOAOYWV AUTWY €CapTATal ATTO TNV TTPOCPOPA TOUG
KAl Q17O TNV TTPOTINNON TWV ETTEVOUTWY YIA TOV KivOuvo.



Na 1olo Adyo Traiouv PpOAO TO YXOMNAQ
ETTITOKIA;

Ta XYaunAd TrpaypaTtika €mTokia  dladpapatilouv  KEVTIPIKO pPOAO OTN
ounTnon yia TIC ouvOnKkeg secular stagnation debate yia dUo Adyouc:

¢ lNpwTtov, av Ta TTPAYHATIKA ETTITOKIA €ival XapNNAQ UTTO KAVOVIKEG OUVONKEC,
QVTIOETEC PAKPOOIKOVOUIKEG OdlaTapaxéC €ivalr 1Mo Tmlavoe va  armaitouy
APVNTIKA TTPAYMATIKA ETTITOKIA VIO VA ATTOKATACTACOUV IO I0OPPOTTIA JETALU
TTAAPOUC ATTAOXOANONG Kal ETTEVOUCEWV-ATTOTAUIEUCEWY (0€ TTEPIBAAAOV
XOaUNAOU TTANBwPICHOU OTTWG TO ONMEPIVO, QUTH N KATaoTaon TEiVEl va
UTTOVOUEUOEI TNV ATTOTEAECHATIKOTNTA TNS VOUIOMATIKAG TTOAITIKAG) .

s AeUTeEpPOV, TA XAUNAG OVOUAOTIKA KOl TTPAYMOTIKA ETTITOKIA UTTOVOUEUOUV TN
XPNMATOOIKOVOUIKI) OTaBepOTNTA.



Na o0 AOyo Ttraiouv pOAO Ta XOaMNAd
ETTITOKIA;

O Summers (2014 - “Reflections on the New Secular Stagnation
Hypothesis — in Tuelings and Baldwin 2014) opilel Tpia kavaAila yECwW TwV

OTTOIWV TA XauNAG ETTITOKIO UTTOPEI va evBappuvouv TNV aoTadeia:

% Aucdvouv Tnv avaAnyn Kivouvou KaBwg ol €TTEVOUTEC UTTOPEI va avalnTouv

ETTITTPO0OETEG ATTODOCEIG.

s INpowBouv Tov «aveuBuvo» dAVEIOUO, KOBWCG Ol UTTOXPEWOEIC TOU dAVEIOHOU

yivovTal TTOAU XapnAEC Kal EUKOAO VA QvTATTOKPIOEI KATTOIOC O€ AUTEG, KAl

s KAvouv TIC XpNUATOOIKOVOUIKEC DOUEG PoNnzi TTEPICOOTEPO EAKUOTIKEC KABWC
Ta €MTOKIA @aAivovTal XaNNAG O0€ oX€On ME TOUC QVAMEVOMEVOUC puBuouUg

QVATITUENG.



The Theoretical Foundations

In Macro Level
To Yo deiyua IS-LM

Ailaypappa 1. H ecaywyn TNG KAPTTUANG IS
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H kauttuAn DD artreikovidel TV atrokAion TnG €mOupnTAS ¢Tnong otav To
TTPOIOV PeTABAAAETaI. O1 UTTOAOITTOI TTAPAYOVTEC (ETTITOKIO, CUVOAAQYUATIKEC
IOOTIMIEG, KPATIKEC OATTAVEC, POPOI, TTAOUTOC IBIWTIKOG, €EWTEPIKA (NTNON)
gival oTaBepoi.



NMNapayovtee Ttou emrnpedlouv TNV IS
(METAKiIiVNON OAOKANPNS TNS KAMTTUANG)

e ONUOCIOVOUIKNA TTOAITIKNA (dNUOOCIEC OATTAVEG, POPOI, K.ATT.)
* TIPOCOOKIEC TWV ETTIXEIPN|OEWYV (animal spirits, g Tou Tobin)
* TTAOUTOC VOIKOKUPIWV (DIOKUNAVOEIC OE TTEPIOUCIOKA OTOIXEIA, METOXEC
OMOAOYQ)
* looduyio Tpexoucwv cuvaAhaywv PCA= PCA (Y, Y*, 0)
-, +’ -

0= TIPAYMATIKA ) CUVOAAQYUATIKH ICOTIMIA (ETTNPEACEI TNV AVTAYWVIOTIKOTNTA).



Alaypappa 2. H ecaywyn TNG KAUTTUANG LM
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(a) (P)

H kevipiky Ttpatmeda €xel €mIAECEl pia OedoNEVN TTOOOTNTA TTPOOPOPAC
OVOMOOTIKOU Xpruaroc M+ kai €1eldf) 1o €mTTedo TwV TIHWV Bewpeital
oT1aBepod dpa kaBopilel kal TRV TTPAYMATIKI TTPOCPOoPA Xprinarog (M+/P).

H {ntnon Xprnuartog MEIWVETAlI KaBwC augdAvel TO €MTOKIO (apvnTIK KAion
KAuTTuAnGg —-Aiaypapua 2a). H 1coppotria otnv  ayopd  XPrMaATog
ETTITUYXAVETAI EKEI OTTOU N TTPOCPOPA XpriMarog (M+/P) icoutal pe 1n {ATNON
xpnuartog (Y, i, c).



NMapayovtee Ttou emrnpealouv TNV LM
(METOKIVNON OAOGKANPNG TNS KAMTTUANG)

TTPAYMATIKA TTpoo@opa Xpnuarto¢ (M+/P), Tr.X. auCaveTal N OVONAOTIKA
TTPOOCPOPA XPIMUATOC KAl TO ETTITTEDO TWV TINWV Bewpeital oTabepod, dpa
QUCAVETAI KAl N TTPAYMATIKA TTPO00®OoPa Kal n LM 1Tael de€ia

KOOTOG ouvaAAaywyv (C)



KauTruAn IS: avTirTpoowTrevel ayopd TTPOIOVTWY KAl UTTNPECIWYV
KautruAn LM: avTIiTTpoowTTeUEl ayopa XPruNaTog

LLLLLL

LM

lcoppoTria ayopdc TTPOIOVTWY - UTTNPECIWY KAl ayopdg Xpruarog otav n IS TEuveral
ME TNV LM. loxuel kK&dT1w atmd ouykekpipéveg uttoBEoclc: EOw otapartael n Keuvolavn
TTPOCEyYIon KaBw¢ avayvwpilel o1 JE TO XPOVO oI TINEC MeTABAAAovTal aAAG Oev
QOXOAEITAI JE TO EPWTNUA AUTO. H KAQOIK TTPOCEYYION TTOU ATTOPPITITEN TNV UTTOBE0N
TWV AKOUTITWY TIMWYV UTTOOTNPICEl OTI OI ETTIXEIPNOEIS OEV TTPETTEI VA TTPOCAPHUOLOUV
TNV TTpooPopd otn {Atnon. ©a 1o Kavouv Povo ava cival amrapaitnto. Me Baon Tnv
KAQOOIKI TTPOCEYYION «ETTEMRAIVOUVY Ol TIMEC.



"evikn looppoTria Mpoiovrog- Tipwv- ETTiTOKiWwyY Kai n
Ayopa Epyaciag
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To €miTTedo TIHWV €ival EUKAUTITO KAl TO TTPOIOV TTApAPEVEI OTABEPO (ayvowvTag Tn
ueyEBuvon). Bagiletal 0TO unXaviouo Twv TIMWYV YIA VO TTPOCAPPOCEl TNV TTPOCPOPA
otn ¢nTnon.



"evikn looppoTtria MNMpoiovTog- Tipwv- ETTITOKIWY Kal N
Ayopa Epyaciag
H Keuvolavn MNepitTtTwon
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H Keuvolavy Ttapadoxn €ival avTiBern pe Tn veOKAAOIKA AtTown. AvTi va uttoBETEl OTI TO ETTITTEDO
TIMWV €ival EUKAPTITO KAl TO TTPOIOV TTapapével oTaBepd (ayvowvTag Tn HeyEBuvon) Bewpei TIG TIMEC
oT1aBepéc kal To TTpoiov AEN petapaAiduevo. ‘ETol ¢ Baoiletal oTo pnXavioud Twv TIHWV Yia va
TTPOCAPMNOCEl TNV TTPOCPOPA OTn {riTNON, UTTOBETEN OTI TO TTPOIOV TTpocapudleTal 0T {TNON.



To umddeiyua Ttou Keynes (AKAUTITEG TIUEG) Oev €@appoleTal
TTANPWG OIOTI OI TIMEG OEV Eival AKAPTITEG.

To veokAaOIKO uttodelypa (EUkauttee TIHEC) dev  epapudleTal
TTANPWC BI0TI BeV giXe TTPORBAEPTEI O ATTOTTANBWPICUOC.

0 H mraykéouia oikovouik Kpion tou 2008 €xel dcicel oe peyaAo
BaBuo 0TI 01 CUOTAATIKEG TTOMNITIKEG MEIWVOUV TOV TTANBWPICUO,
odnNywvtag MdOAIoTa o€ Ouvlnkec atrotTAnBwpliouou  Kail
OUPPIKVWVOUV TNV OIKOVOMIKH dpaoTnpIoTnTa.



¢ 2TOXOCG gival n au¢non TnS {ATNONG KAl KAT ETTEKTAON TOU TTPOIOVTOG EVW
BPIOKOUOOTE O€ TTOAU XapNAQ TTITOKIA.

 Av €mE€UBEl N VOMIOMATIKA TTOMITIK QUEAVOVTOC TI.X. TNV TIPOCPOopPA
XpruaTtog 101€ N LM Ba petakivnBei €I Kal apa: 1o TTpoidv Ba augnBei
aAAG TO €TTITOKIO Ba PEIWOEI TTEPIOOOTEPO YEYOVOGS TO OTTOI0 O€E YiveTal yIATI
gival Ndn xaunAo (secular stagnation)!

Aldypappa 6. Nopiopatiky TTOANITIKA Kal TTayida peuoTOTNTAG

ETuToKLo
Mayida pguoTdéTNTAS APOU TO
OVOMAOTIKO ETTITOKIO BpioKeTal
TTOAU KOVTA OTO pNOEV, ME
OUVETTEIO VA JNV €ival duvaTn n
TOVWON NG OIKOVOUIKNG
dpaoTNPEIOTNTAG HEOW
L TTEPAITEPW MEiwong TWV
ETTITOKIWV ATTO TIG VOUIOUATIKEG
ApPXEC. YTTIO OUVONKES XapunAwyv
e ETTITOKIWV n VOUIOUOTIKA
i TTOANITIKRy XAvel éva atmrod  Ta

BaoikdTeEpa epyaAeia
£QapPoOYng TNng, Tn Olaxeipion
IS TWV ETTITOKIWV.
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H aveTrapKeia TNG VOUIOHATIKAG TTOAITIKNAG

Me tnv Umrapgn Twv ouvbnkwv secular stagnation pe 1o TTPAYHATIKA
EMTOKIA VA TIAPOMEVOUV XOUNAG 1 Kal apvnTIKA yia PEYAAO XPOVIKO
Ola0TNUa, TO KAQOIKA epya)\alcx VOMIOMOTIKAG TIOAITIKNG O¢ Oa e€ival
emmapkn (Wolff 2014 — “Monetary Policy Cannot Solve Secular
Stagnation Alone — in Tuelings and Baldwin 2014).

Y16 ouvOnkeg secular stagnation “It may be impossible for an economy
to achieve full employment, satisfactory growth and financial stability
simultaneously simply through the operation of conventional monetary
policy” (Summers 2014).

Ta EKTOKTO VOMIOMATIKA Kal ONMOCIOVOMUIKA PECA TTou €ival dlaBéoiua
ONMEPA PTTOPEI Va unv gival dilaBEoiua tnv emopevn gopad (Tuelings and
Baldwin 2014).
 “We may well need, in the years ahead, to think about how we
manage an economy which the zero nominal interest rate is a
chronic and systemic inhibitor of economic activity, holding our
economies back below their potential” (Summers 2014).

» lowc¢ auta va civalr KaAd veéa yia TR ONUOCIOVOMIKN TTOAITIKA) Kal TN
dlaxeipion Tou xpéouc (Blanchard et al. 2014).



AUTO TTOU UTTOPEI VO TOVWOEI TNV OIKOVOMia, aug¢avovTag €101 Kal Tn ¢ntnon,

gival n dnuoaoiovouik TTIOAITIKR. ToTe N IS Ba petakivnBei deCIA Kal TO TTPOIOV
aAAG Kal TO €TTITOKIO Ba augnBouv.

Aldypappa 7. ANUOCIOVOMIKN TTOAITIKA Kal TTayida peUuCTOTNTAC
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ewpwvtag TNV Eupwlwvn w¢ Pia ovioTnTa, UTTO KABEOTWCS KUPAIVOUEVWYV
OUVOAAQYUOTIKWY  ICOTIHIWY, MIO  ETTEKTATIKI  ONUOCIOVOUIKA  TTOAITIKN
QTTOTUYXAVEI VA QUCNOEl TO TTPOIOV.

Alaypappa 8. ANUOCIOVOUIKN TTOAITIKF) KOI KUPQIVOUEVEG CUVAAAQYUATIKEG
|IOOTIMIEC
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H Auon BewpnTika cival Eva peiyua TTONITIKAG: ETTEKTATIK ONUOCIOVOMIKN Kal
VOMIOUATIKNA TTOAITIKE.

Alaypappa 9. Meiyua TTOMITIKAG KOl KUPAIVOUEVEC OUVOAANQYUATIKES
|IOOTIMIEG
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O1 emITTTWOEIG TNG Secular Stagnation

2.€ TTEPIOOOUC dIaPKOUC secular stagnation, o atroTANOwPICKOG Kal Ta
aAPVNTIKA ETTITOKIQ ONUIOUPYOUV AVTIKIVATPA YIA VEEC ETTEVOUCEIC KOBWG Ol
aTTOO00EIC €ival TTOAU XAMNAEG.

O1 atmmodO0oEIC AUTEG €ival APKETA MIKPOTEPEG ATTO AUTEG OI OTToiEG Ba
MTTOpOUCAV VA KIVNTOTTOINOOUV KEQAAQIQ YIa VEEC ETTEVOUOEIC.

KaBw¢ o1 Pakpoxpovieg €TTevOUOEIC (UTTOOOMEC, €KTTAIOEUON, K.ATT.)
mreplopidovral, TiBeTal o€ Kivouvo n diatripnon MIag oTaBepnG HEANOVTIKNAC
OIKOVOMIKAG avATITUENG.

H atmoucia emevOuoewyv o0nyei O€ pJeEiwon Tou €1000AMATOG, OF
TTEPAITEPW ATTOUCIA  VEWV ETTEVOUCEWV KOl €V TEAEl O€ €Kpon
QTTOTAMIEUOEWYV dNUIOUPYWVTAC CUVONAKEC NAKPOXPOVIAC OTACINOTNTAC.



H Secular Stagnation otnv Eupwdwvn

‘Eva GANo onupavTtiké {nTnua agopd otn oxéon HIMA kai Eupwdlwvng.
“Europeans should be much more afraid than Americans. The
depressing effects of slower growth of productive potential will probably
be felt more keenly in Europe” (Crafts 2014 — “Secular Stagnation: US
Hypochondria, European Disease — in Teulings and Baldwin 2014).

Ta TTOAU YaunAad €mTOKIQ KAl Ol OUVOAKEC aTTOTTANBWPEICHOU TTOU
epgavidovrai oTnv Eupwlwvn dnuIoUpyouV TTPOOBETOUC
TTPORANUATIONOUC AVAPOPIKA PE TNV AVTIMETWTTION TNS KPiong.

H Jdiauoppwon Tou TANBwpIocuoU KATW aTTd TOV  TTPOCDOOKWMEVO
TTANBWPIOPO £XEI WG CUVETTEID TNV AVAKATAVOMNA TOU TTAOUTOU ATTO TOUG
UTTEPXPEWMPEVOUC OTOUC TTIOTWTEC AUEAVOVTAG TO BAPOC TWV OPEIAETWV.

‘ETO1, N atrokKAIAKWOoN Tou TTANBWPICUOU UTTOVOPEUE! TN BiwoiuotnTa Tou
XPEOUG I1I0iWC OTIC XWPEC TNG TTEPIPEPEIAC.



H Secular Stagnation otnv Eupwd{wvn

H TTTwon Tou onueEiou 100pPOTTIAC TWV TTPAYMATIKWY ETTITOKIWV TNV
TeEAeuTaia OEKAETIA EENVEI:

s TNV EANeIPn TTECEWY Yia augnon TnG {riTnong TIpIv TNV Kpion, Kal
% TOUC avaINIKOUG puBuoucg ueyEBuvong PETA TNV Kpion.

2Ta Xpdvia TpIV TNV Kpion, To @Bnvé xpAua kal n amopubuion Twv
ayopwv Ba ETTPETTE va QOKOUOQV QUENTIKEG TTIECEIG OTN  ¢ATNON
augavovtag Tov TTANBwPIoUS Kal ONUIOUPYWVTAS GOUCKEG OTNV ayopd.
(QoTO00, N OIKOVOUIa ATTETUXE VA UTTEPOEPUAVOEI Kal UTTIPEE ONUAVTIKNA

KGUYnN.

270 XPovia TTou akohouBnoav peta Tnv Kpion, n avakauyn Ba ETTpeTTe va
gival apkeTa Ioxupn. Avtifeta, nrav apketd acBevig. H ammaoxoAnon dev
augnOnke evw TO TTAPAYWYIKO KEVO Trapapével va gival ugnAo. Mia
MEYAAN TITWON TOU ONUEIOU 1I00PPOTTIOC TOU ETTITOKIOU £XEI WG OUVETTEIN
va avriotabuioel otoladntote BeTikn emidpaon oTtn {ATNON Omd TNV
TTOAITIKI) XAMNAWYV ETTITOKIWYV TTPIV ATTO TNV KPion.



NMwe n EANAeaiyn dATnong 0Oa puTtTopécEl va
OVTIMETWITTIOTEI WOTE VA augnBei o TANBWPICHOG;

« H amavinon 6a ptropouce va gival va dnuioupynBbouv ol KATAAANAEC
OUVONAKEG UTTEPBEPUAVONG TNG OIKOVOMIOC WOTE va augnbouv ol TIJEG.
QQoTO00 UTTAPXElI O KivOUVOG KATTOIQ OTIYUA VO OKACOUV Ol POUCKEC Kal
va odnynBoupe TTaAI o€ UpEDN.

« H xpnoigotroinon TNG VOMIOWAOTIKAG TIOAITIKAG yia va JeEiwBouv T1a
TTPAYMATIKA  ETMTOKIQ  €VEXOUV  TOV  KivOUvO va  OnuIoupyrnoouv
OTPEPAWOEIC TNV OIKOVOUia.

* Avaykn eUpeonG eVOEDEIYUEVWYV TTONITIKWYV CHUEPQ:
s O1 010pOpWTIKEC METABOAEG,
% H BeATiwon Tou €1TeVOUTIKOU KAIPJOTOG, Kal
s H avartrtuén evog dieBvouc XpnUATOTTIOTWTIKOU OUCTAMATOG.

* Mg emToKIa NON KOVTA OTO MNOEV N OIKOVOMIa YiVETAI AKOMA TTIO aduvaun
va avTiopdoel. H vouiopaTikiy TTONITIKA €XEl aoBevr €TTidpaocn Kal OplaKn
ETIOPACN MEOW MIAG EVOEXOMEVNG TTOOOTIKAG XAAdPWONG.



NMwe n €AAsiyn dATnong 0Oa puTTOpPECEl VA
OVTIMETWITTIOTEI WOTE VA augnBei o TANBWPICHOG;

Mia evOAAQKTIKA TTPOCEYYION YIA TNV QVTIMETWTTION TOU ATTOTTANBWPEICHUOU
otnv Eupwlwvn 6a nrav va Ttpoxwpouce n EKT otnv ayopd
XAPTOPUAOKIWV PE ETAIPIKA OUOAOYOQ.
Mg autd Tov TPOTTO OO PTTOPOUCE VA MEIWOEI TO KOOTOG OAVEIONOU TWwV
MEYAAWV ETAIPIWV.

QoT1600, TO TTPORANMUA TTIOTWONG TWV PIKPWY ETAIPIWV TNG TTEPIPEPEINC
Ba e¢akoAouBouaoe va ugioTaTal.

H vouiopariky ToMimiky TnG EKT Ba Ttrpérmrel va ouvodeueTal atro
avadlidpBpwaon Twv I00AOYICNWY TwV EupwTtraikwy Tpatredwyv woTE va
dnuioupynBei €va uyiEG TpaTre(lkO OUCTNUO TO OTIoI0O Ba pTTOPEi Vva
OlOXETEUOEI PEUCTOTNTA OTNV  TIPAYMATIKA) OIKovopia kal Ba  divel
TTAPAAANAQ T KivnTPA OTIC ETTIXEIPNOEIC V1A VEEC ETTEVOUOEIC.



NMwe n €E€ANAaiyn d¢nTnong Oa ptTopEcel va
OVTIMETWITIOTEI WOTE VA auénBei o TTANBWPICHOG;
O Wolff (2014 — "Monetary Policy Cannot Solve Secular Stagnation Alone — in

Teulings and Baldwin 2014) 1rpoTteivel Tpia KEVIPIKA UETPA TTONITIKAC TTPOKEIUEVOU
VO QVTIMETWITIOTOUV 0l cuvONnKec secular stagnation atnv Eupwdwvn.

* First, policies need to be designed to address the demand shortage.
Combination of more fiscal measures in countries with strong fiscal positions and a build-up
of a eurozone fiscal capacity, together with more aggressive monetary policy.

« Second, bold measures are needed to address the substantial unit labor

cost divergence and substantial debt overhang.

Bold structural reforms to address the unit labor cost problem in the deficit countries. In the
surplus countries, reforms that open up professions and lead to the creation of new
industries are paramount in order to achieve adjustment. Introduction of minimum wages is
a riskier policy measure, but the public sector and its wage-setting can be part of the
answer to support rebalancing. To deal with the high private debt levels, restructuring and
reorganization in the banking system.

 Third, the remaining banking sector problems need to be addressed.

It would be useful to reconsider the balance between active management of the balance
sheet of the ECB through unconventional measures and the policies directly aimed at
supporting liquidity in the banking system.



Reflections on the ‘New Secular Stagnation
Hypothesis’ - Laurence H Summers (in
Teulings and Baldwin 2014)

The Great Recession has cast doubt on the idea that, with or without
policy intervention, the workings of the market will eventually eliminate
output gaps. Summers explains why a decline in the full-employment real
Interest rate (FERIR) coupled with low inflation could indefinitely prevent
the attainment of full employment. A variety of factors suggest that the
FERIR has declined substantially over the last several decades in the
Industrial world. Summers concludes by discussing the relationship
between secular stagnation and hysteresis, global aspects, and policy

iImplications.



Secular stagnation: A review of the
Issues - Barry Eichengreen (in Teulings
and Baldwin 2014)

Pessimists have been predicting slowing rates of invention and
innovation for centuries, and they have been consistently wrong.
Eichengreen argues that if the US does experience secular stagnation
over the next decade or two, it will be self-inflicted. The US must
address its infrastructure, education, and training needs. Moreover, it
must support aggregate demand to repair the damage caused by the
Great Recession and bring the long-term unemployed back into the

labour market.



The turtle’s progress: Secular stagnation
meets the headwinds - Robert J Gordon (in
Teulings and Baldwin 2014)

US real GDP has grown at a turtle-like pace of only 2.1% per year in the
last four years, despite a rapid decline in the unemployment rate from
10% to 6%. Gordon argues that US economic growth will continue to be
slow for the next 25 to 40 years — not because of a slowdown in
technological growth, but rather because of four ‘headwinds’.
s Demography: The population is stagnant, life expectancy is increasing
rapidly.
s Education: The mass education revolution is complete, no further
Increase in the average US education level is to be expected.

¢ Inequality: The raising share of the top 10% of the income distribution
has deprived the middle class of income growth since 1980.

¢ Public debt: The gloomy outlook for public debt makes current public
services unsustainable.



Four observations on secular stagnation -
Paul Krugman (in Teulings and Baldwin
2014)

Larry Summers’speech at the IMF’s 2013 Annual Research Conference
raised the spectre of secular stagnation. Krugman outlines three
reasons to take this possibility seriously: recent experience suggests the
zero lower bound matters more than previously thought; there had been
a secular decline in real interest rates even before the Global Crisis; and
deleveraging and demographic trends will weaken future demand. Since
even unconventional policies may struggle to deal with secular

stagnation, a major rethinking of macroeconomic policy is required.



Secular joblessness - Edward L Glaeser (in
Teulings and Baldwin 2014)

The wonders of the internet age cast doubt on the idea that
technological progress is stagnating. Worryingly, however, some fraction
of US job losses has become permanent after almost every recession
since 1970. Glaeser argues that persistent joblessness is unlikely to be a
purely macroeconomic phenomenon. Although the US welfare system
remains less generous than many European ones, it has become
substantially more generous over time. Alongside targeted investments
in education and training, radical structural reforms to America’s safety

net are needed to ensure it does less to discourage employment.



Secular stagnation? Not in your life — Joel
Mokyr (in Teulings and Baldwin 2014)

In the aftermath of the Great Recession, many economists are
persuaded that slow growth is here to stay. He argues that technological
progress — particularly in areas such as computing, materials, and
genetic engineering — will prove the pessimists wrong. The indirect
effects of science on productivity through the tools it provides scientific
research may dwarf the direct effects in the long run. Although
technological advances may polarise labour markets, they also bring
widespread benefits that are not accurately reflected in aggregate

statistics.



Secular stagnation: US hypochondria,
European disease? - Nicholas Crafts (in
Teulings and Baldwin 2014)

After the Great Depression, secular stagnation turned out to be a
figment of economists’ imaginations. He argues that it is still too soon
to tell if this will also be the case after the Great Recession. However,
the risks of secular stagnation are much greater in depressed
Eurozone economies than in the US, due to less favourable
demographics, lower productivity growth, the burden of fiscal

consolidation, and the ECB'’s strict focus on low inflation.



A prolonged period of low real Interest
rates? - Olivier Blanchard, Davide Furceri
and Andrea Pescatori (in Teulings and
Baldwin 2014)

From a peak of about 5% in 1986, the world real interest rate fell to
about 2% before the Global Crisis, and to approximately 0% in 2012.
The authors discuss the major factors behind this decline both before
and during the Crisis, and argue that most of them are still relevant.
Indeed, the legacies of the Crisis may imply an even lower natural rate
in future. This would be bad news for monetary policy, but good news

for fiscal policy and debt overhang.



On the role of safe asset shortages In
secular stagnation - Ricardo J Caballero
and Emmanuel Farhi (in Teulings and
Baldwin 2014)

The secular decline in real interest rates over the last two decades
Indicates a growing shortage of safe assets — a shortage that became
acute during the Global Crisis. Given the still-depressed levels of real
rates and the sluggish investment recovery, the authors conjecture that
the shortage of safe assets will remain a structural drag on the
economy, undermining financial stability and straining monetary policy
during contractions. Under these conditions, an additional important
aspect of public infrastructure investment is the government’s ability to

Issue safe debt against such projects.



A model of secular stagnation - Gauti B.
Eggertsson and Neil Mehrotra (in Teulings
and Baldwin 2014)

Japan’s two-decade-long malaise and the Great Recession have
renewed interest in the secular stagnation hypothesis, but until recently
this theory has not been explicitly formalised. The authors explain the
core logic of a new model that does just that. In the model, an increase in
inequality, a slowdown in population growth, and a tightening of
borrowing limits all reduce the equilibrium real interest rate. Unlike in
other recent models, a period of deleveraging puts even more downward
pressure on the real interest rate so that it becomes permanently

negative.



Balance sheet recession I1s the reason for
secular stagnation - Richard C Koo (in
Teulings and Baldwin 2014)

The Great Recession is often compared to Japan’s stagnation since
1990 and the Great Depression of the 1930s. Koo argues that the key
feature of these episodes is the bursting of a debt-financed asset
bubble, and that such ‘balance sheet recessions’ take a long time to
recover from. There is no need to suffer secular stagnation if the
government offsets private sector deleveraging with fiscal stimulus.
However, until the general public understands the fallacy of composition,
democracies will struggle to implement such policies during balance

sheet recessions.



Monetary policy cannot solve secular
stagnation alone - Guntram B Wolff (in
eulings and Baldwin 2014)

The persistence of low Eurozone inflation undermines private and
public debt sustainability — especially in the periphery where the
overhang is greatest. However, since bubbles and unsustainable
borrowing supported demand before the Global Crisis, Wolff argues
that higher inflation cannot be a permanent cure for secular stagnation.
Instead, a targeted quantitative easing programme and increased
public investment would help rebalance Eurozone demand. At the
global level, population growth in Asia and Africa will provide ample
investment opportunities if they can be fully integrated into the world

economy.



Secular stagnation: A view from the
Eurozone - Juan F. Jimeno, Frank Smets and
Jonathan Yiangou (in Teulings and Baldwin
2014)

In the Eurozone, rising dependency ratios, tougher financial regulation,
debt overhang, and poor productivity growth are exerting downward
pressure on equilibrium real interest rates. A key question is whether
these trends are truly ‘secular’, or whether policy can improve matters.
The authors argue that there is significant scope to increase the
efficiency of financial intermediation in the Eurozone, and that the
potential for structural reforms remains much greater than in other
advanced economies. Reforms that could help avoid secular stagnation

in the long run would also boost demand today.



The Implications for Micro Level



Implications for Micro Level

ATIO Tn OekaeTia Tou 1950 Kkai €TTEITA, N €upeia AOKNON VOUIOUATIKAG
TIOAITIKNG €XEI 0ONYNOEl O PEYAAN au&r]or] TNG TTOOOTNTAG XPHMATOC O€
TTAYKOO IO ETTITTEDO.

H augnon Tng KukAo@opiag xpnuartog €xel odnynoel o€ pEiwon Twv
EMITOKIWY KATI TTOU Y€ Tn CEIPA TOU 0dNyei O€ PEIWPEVA KivnTpa yia
emevouaelg. O1 XapnAég atmodooElg 0dNYOUV HE TN OEIPA TOUG OE XOUNAEG
ATTO000EIG O€  TIAYKOOMIO €TTITTIECO, €VW €TTIONG  TPOPOOOTOUV  TIG
XPNUOATOTTIOTWTIKEG «POUCKESCY.

Ta TTOAU XapnAd €mTOKIO TTPOKAAOUV ONUAVTIKEC OTPERAWOEIC Kal -yIa
TTOAOUG-  avemavopBwTeg  duoAeimoupyieg. EmmmAéov,  Onuioupyouv
OIANPHOTA OTOUG ETTEVOUTEG OXETIKA WE TO €AV Ba TTPETTEI VA ATTOdEXTOUV
TIG XAUNAEG ATTOOOCEIG WOTE VO TTPOCTATEUOOUV TO KEPAAAIO TOUG 1 €QV
Ba TTPETTEl va avaAdBouv PJeyaAuTeEPO KivOUVO WOTE va TTPOCTIABoO0oUV
VA ATTOKOMIOOUV PEYAAUTEPEC ATTODOOEIC.

Ta xagnAd emTOKIa KAl Apa Ol XAPNAEG aTTOdO0EIG OAAG KAl Ta AugnuEva
emmitreda aeBaidoTnTag TpoPodoTouvTal ETTIONG ATTO TIC OUVONKEG secular
stagnation.



H €vvoia tng aBefaidotntag kal TG HETABANTOTNTAG KaBIOTOUV TOV
ETTIXEIPNUATIKO TIPOYPAUMATIONO dUOKOAO. H dnpioupyia povoodidoTaTwy
TTPOBOAWY Tou HEAAOVTOC gival KATAdIKAOPEVN O€ aoTOXId.

TiG TEPIOOOTEPEG QOPEG Ta ATOUA AaUPBAVOUV  ATTOPACEIG £XOVTAG
ETTNPEACTEI €vTOVa QTIO TO TIPOOQATO TTApeABOV. QoTdéo0, Ot €va
METABAAANOpEVO TTEPIBAANOV, TO TTPOCPATO TTAPEABOV dOev PTTOPEI va
a1TOTEAEI AOPAA 0ONYO yia TO JEAAOV.

To peEAAOV TNG ETTIXEIPNUATIKOTNTOG Eival GUECO OUVOEDEUEVO WE TNV
TpooTIadeia  TEPIOPIOPOU TG  aBePaidtTnNTag Kal NG  dnuioupyiag
KOAUTEPWY OUVONKWV TIOU Ba  ETITPEYOUV  OTIG  ETTIXEIPNOEIG VA
XOPALOUV OTPATNYIKEC IKAVEC VA TIC 0ONYrOOUV oTn AfYn TTEPICCOTEPO
QTTOTEAEOUATIKWY TTONITIKWV

O ouvOUOOUOG TWV AVATTIOPEUKTWY TACEWVY ONUIOUPYEI TIG OUVONKEG TNG
ETTIXEIPNUATIKOTNTAG TOU JEAAOVTOG. OI GUVBNKEG QUTEG €ival TTAEOV TTOAU
mOavov ot Ba xapaktnpidovral Ao XAPNNAEC OVOUAOTIKEC ATTOOOOEIG,
uwnAn afefaidtnTta kal UYnANR PETABANTOTNTA TNG afefaioTnTag. YTIo
TNV ETTIdpAON QUTWV TWV OUVAUEWV AVAMEVETAI va dlauop@wblouv ol
MEAANOVTIKEC OUVONKEC VIO TNV avaAnyn ETTIXEIPNMATIKAG TTPWTOROUAICAGC.



O1 ouvOnkeg secular stagnation TTou gival mOAVO va ETKPATAGOUY,
PaiveTal VA AEITOUPYOUV ATTOTPETTTIKA OTN dNUIOUPYIa KIVATPWY YIa VEEG
EMEVOUCEIG  OUPBAAOVTOG 0TV ATrOpXaiwon  ToU  UQICTAUEVOU
KEQOAQiou Kal ONUIOUPYWVTAG KaTG ouvemela eva growth lag. Ta
TTEPIOTATIKA aBeBaiOTNTAC MEIWVOUV T {ATNON Kal Apa MPEIWVOUV Ta
£0000 JE aTTOTEAECHA VO QUOXEPAIVETAI N agloAGyNnoN.

H atmroteAeopaTtikOTNTA KAl N ACIOTTIOTIA TwWV TTapadOoCIakKwy HEBOdWV
agloAoynong treplopiletal 600 aucavel To €TTiTTEdO aBefaidTnTaC.

H Umrapgn uwnAng aBeBaidtntag agevog PeV dnUIOUpYEi avTiKivnTpa yia
TNV avaAnwn ETIXEIPNUOTIKAG TTPWTOROUANIAG, agpeTépou KaBIOTA TNV
uAotToinon Twv business plans e€aipeTikd OUOKOAN uTTéBEON.
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