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Resumo da aula

- Os temas desta aula:

— A Interpretacao de Minsky sobre as
crises economicas

— Os casos Ponzi e Madfoff e o0 caso
Dona Branca

- O exemplo do subprime e a crise de
2007

- Os modelos de Kalecki e Piketty sobre
desigualdade



Hyman Minsky (1919-1996)

- Aluno de Joseph Schumpeter e Wassily
Leontief, depois de Alvin Hansen e Henry
Simons

- Contributo para analise dos BC: nao
depende de choques exdgenos, 0s
movimentos especulativos sao endogenos
por via da acumulacao de divida e
praticas especulativas



Minsky: financial instability hypothesis

Financial Instability Hypothesis, against
Efficient Market Hypothesis

:In the long term, increase in risk, excess
B-"—of lending and debt, sales of stocks,
spiral of panic and demand for cash, the

Minsky moment (Ponzi economy)

Facts: 2003, decrease of interest rate and
flux of foreign capital, real estate boom,
securitization of mortgages leading to
externalization of risk



Analise de Minsky

- Baseado nos capitulos 12 (incerteza) e 17
(mercado financeiro) da Teoria Geral, de

Keynes
- Trés tipos de mercados:

- Hedge finance: fluxo futuro cobre juros e
capital

- Speculative finance: s6 cobre juros

- Ponzi finance: acumula divida



Minsky: the Ponzi scheme

Decline of banks in relation to
“markets”; since no reserve
required, lower spreads and
higher leverage

Securitization of mortgage based
products, globalization

Financing investment, the major
source of instability (“stability is
destabilizing™)




Minsky’s policy suggestions

- Unlike Keynes, no reliance on Investment-led
growth; welfare is inflationary (AAD without

change in supply)

* Unlike Keynes, no “fine tuning™:
— Direct public job creation;
- Lower I, higher C

- Recovery via Investment is inflationary and
keeps Unemployment

New approach to taxation; no tax on corporations



Minsky on finance

- The argument for small banks and high
reserve ratio

- “Financial Markets™. lower capital
requirements, larger leverage

+ The problem of “endogenous money”
according to Minsky: the Federal Reserve
does not control M, Friedman was wrong



Dois exemplos de esquemas Ponzi

D. Branca, Portugal 1992

Madoff, EUA, 2008



D.” Branca

‘..

Dona Branca
(1902-1992)
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O Caso Maddof

5

Parilolin’s ’I_"EL-IL'L'E- Am I Poor Yet?
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Maior fraude financeira pessoal
da historia dos EUA

Preso em 2008 (“devia ter sido
apanhado em 2003")
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China: 2016-8

- Faléncia de Ezubao, maior empresa em
crédito peer-to-peer: 900 mil utilizadores

- Perdeu 7,6 mil milides de ddlares

+ (livros enterrados, 20horas de escavacao
para 0s recuperar)

- Outro exemplo: Fevereiro de 2018,
nacionalizacao da Angbang (tinha
comprado parte do BCP em Portugal)



O subprime descrito por humoristas da BBC
https://www.youtube.com/watch?v=H1LyFWwO0jwk
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End of Part One



https://www.youtube.com/watch?v=H1LyFWw0jwk

Desigualdade:

dados
e modelos de Kalecki e

Piketty
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Top 1% wealth shares across the world, 1912-2015 the fall and rnise of personal wealth inequality
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Interpretation of the elephant curve (Milasovic)

Bottom 50% Top 1%
captured 12% captured 27%
of total growth of total growth
I - 5 4 - .
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| the global 1%

Real income growth per adult (%)
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RELATIVE CHANGES IN INCOME FROM 1980 TO 2016

200 -

180 -

160 -

140 -

120 -

100 -

80 -

% Change

60 -

Figre 4. Chaage in real income betwrem 1958 and M0 o virkus porcendibes. of global
oy dusinbamion drakopend m K memaional dollas)

Percentie af glabal Bsome distnbution

Income Group (percentile)



LISBON
SCHOOL OF
ECONOMICS &
MANAGEMENT

UNIVERSIDADE DE LISBOA

ABSOLUTE CHANGES IN INCOME FROM 1980 1O 2016
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Top 10% national income share across the world, 20106
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Michal Kalecki (1899-1970)

Ciclos politico-econdmicos:

Os Interesses de classe e a
determinacao da politica
economica (emprego/salario)

A afirmacao de interesses
especificos e a teoria da
“porta giratoria”
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Elements of a simplified version of the model.:

1)Cp=B+qP, Cp, consumption of bourgeoisie,

3 autonomous consumption, part of profit P that
IS consumed (and the workers consume all their wages)
2) P= Cp+l, profits are either consumed or

iInvested, and S=I;, Consumption= W+Cp

3) therefore, P = (B+1)/(1-q)

4) also P = k (W+M), where k is the markup in prices, W the
total wages and M other spending in inputs

24



LISBON
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5)as PtW =Y =k (W+M) + W, we have:

6) the wage share o = WIY = 1/((k+1)+(kM/W)), or the wage
share decreases with the markup (if there is no change in M
and W)

7) also as W = «Y, then Y(1-«)=P
or Y=(1+g)/((1-q)(1-o))

8) assuming B to be constant, then
AY = Al [(1-q)(1-«)

or, in a simplified version, growth increases with investment
and the part of profits used as consumption by the capitalists
and decreases with the profit's share of output



Is there a mark up? yes, it expresses market

power of the 10% top firms

=]
A winner’'s world
Markup over marginal cost*, 2000=100
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Thomas
Piketty
(Paris School
of economics)




)52 The piketty model (1/2)
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+ The case of inequality: the notion of a
*human capital’ convergence is an illusion,
there Is a divergence

- Explanation for the divergence:

r>g

or the profitability of capital (profits,
dividends, rents, interest etc) is larger than
the rate of growth
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The Piketty model (2/2)

- Consequences:

1. The entrepreneur is replaced by the
rentier

2. Cumulated wealth and inheritance
establishes the continuity of inequality

- Solutions:

— Taxing the fortunes (wealth)?



Resumo

O que tem de saber:
— As principais ideias de Minsky
— A nocao de crise Ponzi e de momento Minsky

- A relacéo entre a expansao das dividas publicas e a
alteracao nos mercados financeiros

O que deve ler:
— Capitulo 3-5-6 de Sombras
— Texto de Minsky (seccdes opcionais no Aquila)

— Sobre Minsky: http://www.levyinstitute.org/


http://www.levyinstitute.org/
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