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 ABSTRACT To understand the issues raised by the recent global crisis, IMF organized a conference 
on March 7-8, 2011, around six themes: monetary policy, fiscal policy, financial intermediation
and regulation, capital account management, growth strategies, and the international monetary
system. The conference proceedings are published in a book, In the Wake of the Crisis: Leading 
Economists Reassess Economic Policy. This review presents a summary of the book and provides 
its implications for research and policy. The book contains 23 chapters, editors’ sets of questions 
and notes for each of the six areas; and concluding remarks by Olivier Blanchard. Each essay is
about 4 to 13 pages in length; and provides concise, lucid descriptions, in non-technical language, 
of the recent crisis. Missing from the book is the adequate analysis of the increase in measures of
aggregate productivity concurrent with strong contractions in output and employment; and the
role of income inequality on the crisis. 
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 ÖZ Uluslararası Para Fonu (International Monetary Fund, IMF) 7–8 Mart 2011 tarihinde, son 
küresel ekonomik kriz ve sonrasına ilişkin olarak para politikası, maliye politikası, finansal
düzenlemeler, sermaye hesapları yönetimi, büyüme stratejileri ve uluslararası parasal sistem
olmak üzere altı tema çerçevesinde bir konferans düzenlemiştir. Konferans tebliğleri, In the Wake 
of the Crisis: Leading Economists Reassess Economic Policy başlığını taşıyan bir kitapta 
basılmıştır. Bu eleştiride, söz konusu kitabın bir özeti sunulmakta ve araştırma ile politikalar 
açısından etkileri tartışılmaktadır. Kitap, 23 makalenin yer aldığı toplam 6 bölümden
oluşmaktadır. Her bölümden önce editörlerin o bölümle ilgili kısa notlarının ve sorularının yer
aldığı kitap, Olivier Blanchard’ın kapanış yazısı ile sonlanmaktadır. Her bir makale 4 ile 13 sayfa
arasında değişen uzunlukta olup son krizin teknik olmayan bir dilde yorumlandığı yazılardır.
Çıktı ve istihdam daralmalarına karşılık artan genel verimlilik göstergeleri, gelir eşitsizliği gibi
önemli konulara ilişkin ayrıntılı tartışmalar kitapta yer almamaktadır. 

 

 “IN THE WAKE OF THE CRISIS: LEADING ECONOMISTS REASSESS ECONOMIC POLICY” ÜZERİNE BİR 
ELEŞTİRİ 
JEL E58, E60, F01, F42, G01, G20 

 Anahtar Kelimeler Ekonomi politikaları, Finansal krizler, Kitap eleştirisi 

 

                                                 
∗ Central Bank of the Republic of Turkey, Research and Monetary Policy Department, İstiklal Caddesi 10, 
Ulus, 06100 Ankara, Turkey ▪ ÜNGÖR: Murat.Ungor@tcmb.gov.tr. ▪ The views expressed in this paper 
belong to the author only and do not represent those of the Central Bank of the Republic of Turkey or its staff. 



 

 

“For me, p
discussions h
adequate an
economic the
real underst
recommenda
                  - P

1. Introdu
The Gre

debate abou
centered o
problems t
prevented i
written by 
economics,
surrounding

To under
a conferenc
fiscal poli
managemen
conference 
Leading Ec
written by 
book aims 
of the essay
of the recen
about 4 to 
Instead, the
the six the
some ques
Olivier Bla

In the W
and practic
that should
interest ra
                 
1 http://www.no
2 See, for examp
Shiller (2008), 
academics, ten w
3  The confer
http://www.imf.

Ün

policy analys
have alerted 

nalysis. And m
eory and read
tanding of h

ations seems v
Peter A. Diam

uction 
at Recession
ut economic

on the ques
that culmina
it, or what m

academics
, finance, an
g the global 
rstand the is
ce, on Marc
icy, financi
nt, growth s
proceeding

conomists R
Nobel laur
to explain t
ys provide c
nt crisis rega
13 pages i

e contributor
mes, Olivie
tions. Final

anchard. 
Wake of the C
cal answers.
d be addres
ate policy 
                  
belprize.org/nobe

mple, Akerlof and
and Sorkin (200

written by journal
rence program 
.org/external/np/s

ngör | Central Ban

sis and basi
me to interes

my policy an
ding in the emp
how policies 
ery hit or miss

mond1 

n of 2008–2
c policy and
stions of w
ated in the 
might help u
, journalists

nd business 
financial cr

ssues raised 
ch 7-8, 2011
ial interme
strategies, an
gs are publis
Reassess Ec
reates, prom
things to int
concise, luci
arding the s
in length an
rs provide th

er Blanchard
lly, the boo

Crisis provid
 The editor
ssed in the 
respond to
              
el_prizes/econom

d Shiller (2009), 
09). Lo (2012) r
lists, and one form

and the pre
seminars/eng/201

nk Review 13(2):

 
104 

ic research 
sting research

nalysis draws
pirical literatu
could accom

s.” 

2009 genera
d economic r
what caused 

crash of 20
us in the futu
s, and the 
to deepen o

risis.2  
by the recen

1, around si
ediation and
nd the intern
shed in a bo
conomic Pol
minent acade
terested part
id descriptio
ix themes m

nd none of 
heir views o
d and David
ok ends wit

des many qu
s introduce 
post-crisis 

o asset pr

mics/laureates/201
Gorton (2010), R

reviews twenty-o
mer Treasury Sec

esentations are 
1/res/ 

:103-114 

are mutually
h questions t

s heavily on 
ure. Indeed, w

mplish good 

ated substan
research. Ma

the financ
008, what p
ure. A diver
commentato

our knowled

nt global cri
ix key areas
d regulatio
national mon
ook, In the W
licy. This b
emics, and 
ties providin
ons, in non-t
mentioned ab

them has a
on the theme
d Romer ad
th the conc

uestions seek
each part b
world. For

rices? Can 

10/diamond.html
Rajan (2010), Re
one books on th
cretary. 

available at 

y supportive.
that had not 
my understan

without being b
ends, making

ntial discussi
any discussi
cial and ec
olicies migh

rse set of bo
ors speciali
ge of the ke

isis, IMF org
s: monetary 
on, capital-a
netary system
Wake of the 
ook has 23
policymake
ng insights; 
technical lan
bove. Each e
any formal m
es. For each

dd short not
cluding rem

king both ac
by listing qu
r example, 

immediate

einhart and Rogo
e crisis, eleven 

the following

. Policy 
received 
nding of 
based on 
g policy 

 

ion and 
ions are 
onomic 
ht have 

ooks are 
zing in 

ey areas 

ganized 
policy, 

account 
m.3 The 
Crisis: 

 essays 
rs. The 
and all 

nguage, 
essay is 
models. 
h one of 
es with 
arks of 

cademic 
uestions 
Should 

e fiscal 

off (2009), 
written by 

address: 



 

 

consolidati
the financi
capital flo
liberalizatio
on reserve 
important a
(satisfactor
contributor
integrate t
guidance o
Otmar Issi
quantities w
Prize.  

The rece
institutions
the messag
central ban
(i) analytica
(ii) the inte
also highlig
than the pr
interest rat
macroprude
judged acc
financial m
financial se
the importa
The book a
drawbacks 
message is 
financial re

This edit
also mentio
done better
developing
over the pa
the rise of

                 
4 See the first fou
5 See, for examp
6 See the last fou
7 See, for examp

Ün

ion be expan
ial sector? 
ows? Should
on and of fi
accumulati

and tough q
ry) answers
rs do not pr
the crisis i
on the possi
ing, in Ch
within the 

ent crisis hig
 in the origi

ges that can
nks and aca
al and empir
eraction bet
ghts that th
re-crisis view
e policy.4 A
ential tools 
ording to th

markets is nee
ector. To est
ance of the 
also touches
of the curre
that interna

egulation.  
ted volume i
oned in diff
r than adva

g countries a
ast two-thre
f the emerg

                  
ur chapters.  
ple, Chapter 14. 
ur chapters.  
ple, Chapter 2. 

ngör | Central Ban

nsionary in 
What is the
d we revis

financial ope
ion and on 
questions. U
s for the 
rovide an a
into macroe
ible ingredi
apter 3, st
inflation-tar

ghlighted th
ination and t
n be extract
demic instit
rical analysi
tween finan
ere are mor
w on monet

Another poin
can addres

heir objectiv
eded. There 
tablish these
globalizatio
 on the ques
ent internati
ational coop

is not just ab
ferent chapte
anced countr
are in the bo
e decades th
ging marke

              

nk Review 13(2):

 
105 

the short ru
e right macr
sit the ben
enness for g
capital con

Unfortunatel
questions 

analytical or
economics. 
ients for suc
tates that c
rgeting fram

e importanc
transmission
ted from th
tutions shou
is of the beh

ncial sector 
re instrumen
tary policy s
nt stressed i
s systemic 

ves and deve
is consensu

e reforms in 
on of govern
stions relate
ional monet
eration shou

bout the cris
ers that eme
ries in the 
ook. This is
he global ec

ets, most no

:103-114 

un? What is 
roprudentia

nefits and 
growth? Sho
ntrols? The
ly, the essa
listed by 

r a quantita
Instead, th

ch framewo
combining m
mework is w

ce of banks 
n of exogen

his book is 
uld devote f
havior of fina
and real ec
nts available
suggested by
is that risk 
weakness.5

elopment of
us on the nee

internationa
rnance is em
ed to lessons
tary and fina
uld be streng

sis in the dev
erging mark
last crisis.7

s an importa
conomy has
otably Chin

the social v
l response 
costs of fi
ould there b
ese are sure
ays do not p

the editor
ative framew
hey provide
orks. For ex
money and
worth for a

and other fi
ous shocks. 
that econom
further atten
ancial mark

conomy. Thi
e for centra
y its focus o
is endogeno
Policies sho

f resilient do
ed for reform
al monetary 

mphasized a
s of the crisi
ancial system
gthened in t

veloped wor
kets have ge
 Some rema
ant issue tha
s been resha
na; and the

value of 
to high 
nancial 

be rules 
ly very 
provide 

rs. The 
work to 
e some 
xample, 
d credit 
a Nobel 

inancial 
One of 

mists at 
ntion to  
ets, and 
is book 
l banks 
on pure 
ous and 
ould be 
omestic 
m of the 

system 
s well.6 
is about 
m. One 
erms of 

rld. It is 
enerally 
arks on 
at since 
aped by 
e rising 



 

 

importance
of the c
macroecono

In the W
analysis of 
discussion 
There are s
that deserv
depth. The
economic 
organizatio
important q
topics.  

This revi
book with 
two neglec
macroecono

2. What Is
Section I

Blanchard, 
chapters ha
aspects of 
piece is abo
with many 
crisis, stab
However, 
(such as 
macroprude

Ortiz, Go
upshot of th
maintain fin
supervisory
independen
on the und
that the in

                 
8 See Kose and P
9 Tinbergen (195
equal in number
achieve two obj
10 See also Mille

Ün

e of emergin
central top
omics.8 

Wake of the
f the recent c

of particula
some import
ve serious di
e primary r

research 
ons, academi
questions fo

iew is organ
the main po

cted topics 
omics in the

s This Book
I of the boo
Guillermo 

ave common
the conven

out the new 
targets and

le inflation,
after the cr

financial 
ential tools)
overnor of t
he crisis for
nancial stab
y responsib
nce in condu
derstanding 
nflation-targ

                  
Prasad (2010). 
52) demonstrates
r to the objective
ectives with just 
er (2012) on this p

ngör | Central Ban

ng market ec
pics of th

e Crisis sho
crisis, but, r
ar issues by
tant topics, s
iscussions, b
readers of

in gover
ia, and priv

or graduate 

nized as foll
oints of eac
in the boo

e light of the

k About? 
ok, on mone
Ortiz, Otma
n point that
ntional mon
era, in whic

d many instr
 and there w

risis, many 
stability) 

.  
the Bank of
r central ban
ility. He arg
ility and th
ucting mone
of the infla

geting fram

              
s that to achieve p
es. According to 
one instrument. 
point of Ortiz’s c

nk Review 13(2):

 
106 

conomies in 
he current 

ould not be
ather, shoul
y several ec
such as prod
but they are
this book 

rnments, c
vate sector. T

students wh

ows. Section
h essay. Sec

ok and adds
e recent disc

etary policy
ar Issing, an
t the recent
netary polic
ch we need t
ruments. Th
was one ins
realized tha
and additi

f Mexico du
nkers is that 
gues that cen
his role sho
etary policy.
ation-targeti
ework was 

policy objectives
what is known a

chapter.  

:103-114 

global econ
t research 

e viewed as
ld be seen a
conomists a
ductivity and
e not analyz
are econom

central ban
This book a
ho are looki

n 2 provides
ction 3 offe
s remarks 

cussions. Sec

y, contains c
nd Joseph S
t crisis has 
cy. For exa
to think abo

here was on
strument, the
at there are
ional instru

uring 1998-2
price stabili

ntral banks n
ould not in
.10 Otmar Is
ing framewo
 effective

, governments m
as the Tinbergen

nomic affair
in intern

s a compreh
s a very inte

and policy m
d income ine
zed or discu
mists and u
nks, intern
also provide
ing for diss

s a summary
ers a discuss
about the s
ction 4 conc

chapters by 
Stiglitz. The
challenged 

ample, Blan
out monetary
ne target bef
e policy-rat

e additional 
uments (su

2009, adds t
ity is not en
need to have
nterfere wit
sing has com
ork. Issing 
in bringing

must have policy in
n rule, a governm

s is one 
national 

hensive 
eresting 
makers. 
equality 
ussed in 
users of 
national 
s many 
ertation 

y of the 
sion for 
state of 
ludes. 

Olivier 
ese four 
several 

nchard’s 
y policy 
fore the 
te rule.9 

targets 
uch as 

that the 
ough to 

e a bank 
th their 
mments 
accepts 

g down 

nstruments 
ment cannot 



 

 

inflation, p
that money
in history h
Stiglitz, co-
argument o
criticizes ec
plays a cru
discusses t
objectives 
presence of
multiple ins

Section I
Shome, D
Parthasarat
Economic 
United Kin
aware of t
suggesting 
stimulus. D
be learned 
stabilization
(iv) politica

Indrawat
shares her e
conveys on
developing
infrastructu
Solow, rec
size of th
disagreeme
suggests th
multiplier e

Section 
contains ch

                 
11 Bernanke (19
Great Depressio
12 The fact that n
at the zero boun
to replicate the e
there is no need
interest rates. 
13 See Christiano

Ün

articularly i
y/credit shou
have been a
-recipient of
on the impo
conomists a
ucial role fo
the possible
arguing that
f uncertainty
struments.  
II of the boo

David Rom
thi Shome, f
Relations, 

ngdom. Shom
that the siz
that fiscal d

David Rome
from the c

n; (ii) fiscal
al economy 
ti, the Minis
experiences 
ne specific p
g countries d
ure, which 
ipient of th
e governme

ent about the
hat new esti
effects.  
III of the 

hapters by Y

                  
83) presents the 

on. 
nominal interest r
nd to provide stim
efficient allocatio
d to use inefficie

o et al. (2011), W

ngör | Central Ban

n emerging 
uld play activ
accompanied
f the 2001 N

ortance of th
and claims th
or the failur
e assignme
t all instrum
y, even with

ok, on fiscal
mer, Sri M

from the Ind
reviews fis

me’s main m
ze of the fi
deficit per G

er focuses on
risis: (i) the
l policy is e
consideratio
ster of Finan
as a policym

policy mess
during the c
stimulates t
e 1987 Nob
ent spendin
e size of the
imates are 

book, on f
Y. V. Reddy,

              
view that the br

rates cannot be n
mulus. Correia et 
on when the zero 
ent policies such 

Woodford (2011) a

nk Review 13(2):

 
107 

markets. On
ve roles for 
d or precede
Nobel Prize 
he credit ma
hat inadequa
re of such e
nt problem

ments have t
h a single tar

l policy, con
Mulyani Ind
dian Council
cal policy 

message is th
iscal multip
GDP of each
n four lesso
ere is a nee
effective; (iii
ons are extre
nce of Indon
maker in an 
sage that the
crises should
their emplo
bel Prize in 
ng multiplie
e governmen
needed to n

financial in
, Hyun Song

eakdown of the c

egative implies th
al. (forthcoming)
lower bound on n
as wasteful pub

and the reference

:103-114 

n the other h
policy since

ed by strong
in economic
arkets for re
ate modelin

economic m
ms of instru

to be coordi
rget, it may 

ntains chapte
drawati, an
l for Resear
experiences
hat the polic
pliers varies
h country p

ons about fis
ed of fiscal 
i) fiscal spa
emely impor
nesia betwe
emerging m

e fiscal stim
d target the

oyment and 
Economics

er, since th
nt spending 
narrow the 

ntermediatio
g Shin, Ada

credit system wa

hat alternative po
) show how fisca
nominal interest r
lic spending or f

es therein. 

hand, Issing
e nearly all b
g growth in 
cs, makes a 
ecessions.11 

ng of credit m
models. Stigl
uments to s
inated, since
be desirable

ers by Partha
d Robert 

rch on Intern
s of India a
cymakers sh
s across co
roduces a d

scal policy t
tools for sh

ace is valuab
rtant.12  
een 2005 and
market count
mulus progra

social sect
growth pro

, comments
here is sub
multiplier.13

range of ex

on and regu
air Turner, an

as the critical fea

olicies should be 
al policy should b
rates binds. They
future commitme

g argues 
bubbles 
credits. 
similar 
Stiglitz 

markets 
itz also 
specific 
e in the 
e to use 

asarathi 
Solow. 

national 
and the 
ould be 
untries, 

different 
that can 
hort-run 
ble; and 

d 2010, 
try. She 
ams for 
ors and 
ospects. 
 on the 

bstantial 
3 Solow 
xpected 

ulation, 
nd Paul 

ture of the 

considered 
e designed 

y argue that 
ents to low 



 

 

Romer. Re
lists a set o
the financi
Chapter 10
system. Th
system, alt
Adair Turn
financial in
questions s

One of th
In the Wak
theorist cu
administrat
Then, he c
implementa
Moreover, 
(i) new tec
(iii) opport
from the In
US to deve
dynamics o

Section I
by Ricardo
Ocampo. C
issues and 
domestic fi
Fraga argu
response an
internationa
Reserve Ba
macroecono
simultaneou
monetary 
openness. M
trinity and 
America an
practiced w
the exchan
positions in
further insi
states that a

Ün

eddy, Govern
f questions t
ial sector a
0, notes the 
he United Sta
though it is 
ner argues 
ntensity pro
hould be ask
he most inte
ke of the Cr
urrently wo
tive zones. H
continues th
ation of ne
these rules,

chnologies, 
tunistic atte
nternet, the 
elop an und

of rules. 
IV of the bo
o Caballero,
Caballero has

states that e
inancial mar
ues that the
nd capital co
al finance p
ank of India
omic policy
usly may c
independen
Mohan state
gives exam

nd Asia. The
with a certain
nge rate. Jo
n the Unite
ights to the 
all interestin

ngör | Central Ban

nor of the R
to develop f

as well as d
importance

ates is a sub
the largest 

that one sh
oduces valu
ked on the le

ellectually st
Crisis is writ
orking on 
His essay sta
hat there is

ew rules, of
, according 
(ii) increas

empts at ev
financial m

derstanding 

ok, on capit
, Arminio F
s comments

emerging ma
rkets and for
e regulation 
ontrols shou

problems. Ra
a, notes on 
y trilemma 
choose at m

nce, exchan
es that ther

mples from 
e recipe is th
n degree of 
osé Antonio
ed Nations
perspective

ng things hap

nk Review 13(2):

 
108 

Reserve Ban
further under
designing f

e of the US 
bstantial net 

net debtor
hall not tak
uable alloca
evel of optim
timulating (a
tten by Pau
the establis
arts with his
s an urgent
f new ideas
to Romer, 
es in the sc

vasion. He p
markets, and 

of the dyna

tal account m
Fraga, Rake
 for capital i
arkets shoul
reign exchan

of capital 
uld not be se
akesh Moha
the so-calle

for open ec
most two o
nge rate st
e is no nee
the emergin

hat an indep
managemen

o Ocampo, 
and the Go

e of Mohan 
ppen inside 

:103-114 

nk of India 
rstanding of

financial ins
dollar for t
creditor in 

r in the wor
ke for grant
ative efficie
mal financia
and one of th
ul Romer, a 
shment of 
s views on t
t need for 
s about how
have to evo
cale of soci
provides pe
different in

amics of tec

managemen
esh Mohan, 
inflows and
ld focus on t
nge derivati
flows can 

een as a per
an, former D
ed the impo
conomies sta
of the follo
tability, and
ed to be at 
ng market e
pendent mon
nt of the cap
who served

overnment o
on the imp
the impossi

during 2003
f the social v
stitutions. S
the global b
the global b

rld. In Chap
ted that inc
ency benefi
al intermedia
he longest) p
prominent 
city-scale 

the power o
the discove
w people i
olve in resp
ial interactio
ersuasive ex
nstitutions fr
chnologies a

t, contains c
and José A

d global equi
the developm
ives. In Chap

be a secon
rmanent solu

Deputy Gove
ossible trinit
ates that a 
owing three
d capital a
the corners

economies i
netary policy
pital account
d in a num
of Colombi
ossible trini

ible trinity. 

3-2008, 
value of 
Shin, in 
banking 
banking 
pter 11, 
creasing 
ts; and 

ation.  
piece of 
growth 
special 

of ideas. 
ery and 
nteract. 
onse to  
on, and  
xamples 
rom the 
and the 

chapters 
Antonio 
ilibrium 
ment of 
pter 14, 
nd best 
ution to 
ernor of 
ty. This 
country 

e goals: 
account 
s of the 
n Latin 

y can be 
t and of 

mber of 
a, adds 
ity; and 



 

 

Section V
Dani Rodri
comments o
shares his o
average inc
than what i
very impor
essays focu
across sect
promotion 
the pursuit 

Andrew 
aspects of 
driven a ra
system inte
the second 
for over tw
about exper
experience 

The fina
contains ch
and Mauric
the Central
system nee
with risks. 
He also dis
internationa

Olivier 
predictions
than 60% 
who serves
internationa
reform. As 
rates and v
a coherent
globalizatio
imbalances

Ün

V of the bo
ik, Andrew
on growth p
observation 
come levels 
it has been 
rtant topic i
uses on struc
tors in econ
of policies, 
of sustainab
Sheng write
the Chines

apid transiti
egrating wit
largest in th

wo decades.
rimentation 
and practici

al section o
hapters by M
ce Obstfeld.
l Bank of Ic
ds a change
Placing pru
scusses the 
al lender of 
Jeanne foc
 in the Wor
of the glob
s as the US 
al finance, 
an example

volatility of c
t policy fr
on of capit
s and he su

ngör | Central Ban

ok, on grow
 Sheng, and

policies and 
on Latin A
in Latin Am
since the 19
in economic
ctural transf

nomies. They
to raise pro

ble growth a
es about the 
se model. E
ion from ce
th the world
he world, ha
. Sheng arg
and a pragm
ing to local 
of the book
Már Guðmu
 Már Guðm
celand in 20
 in a way th

udential limit
argument th
last resort. 

cuses on g
rld Econom
al surplus, 
Departmen
states that 

e, all major 
capital flow
ramework. 
tal markets

uggests that 

nk Review 13(2):

 
109 

wth strategie
d Michael S
convergence

America: the 
merica and 
970s. Both R
c growth an

formation an
y offer insi

oductivity in
and catch-up

Asian grow
Economic re
entral plann
d economy. 
as maintaine
gues that the
matic, adapti
conditions.

k, on the in
undsson, Oli

mundsson, wh
009, argues 
hat countries
ts on curren
hat the IMF

global imba
mic Outlook 

excluding o
nt of the Tre

internation
economies 
s should be 
Maurice O

s has facili
financial s

:103-114 

es, consists 
Spence. Ro
e experience
convergenc

in rich coun
Rodrik and 
nd developm
nd the reallo
ights into is
n the low pro
p strategies. 
wth model w
eforms, star
ning toward 

The Chine
d high and s
e growth pr
ive system, 

nternational 
ivier Jeanne
ho was appo
that the inte

s should adop
ncy mismatc
F should be 

alances and
that China 

oil exporters
easury’s ass
nal monetar
should have
reduced via

Obstfeld als
itated large
supervision 

of contribut
drik has im
es. For exam
ce gap betw
ntries is wid
Spence tou

ment. Part o
ocation of re
ssues related
oductive sec

with some pa
rted in 1978

a market-o
se economy
steady grow
rocess of C
i.e. adopting

l monetary 
e, Charles C
ointed Gove
ernational fi
pt measures
hes is one o
strengthene

d reminds 
accounts fo

s. Charles C
istant secret

ry system n
e flexible ex
a consensus 
so notes th
er current a
and similar

tions by 
mportant 
mple, he 
ween the 
der now 
ch on a 
of their 
sources 

d to the 
ctors, in 

articular 
8, have 
oriented 
y, today 

wth rates 
China is 
g global 

system, 
Collyns, 
ernor of 
inancial 
 to deal 

of them. 
d as an 

us the 
or more 
Collyns, 
tary for 
needs a 
xchange 

around 
hat the 
account 
r issues 



 

 

should be 
globalizatio

3. Some R
This sec

covered or 
productivity
that there a
country: (i)
weakness i
growth pr
informative
economic c
papers in t
period in E
Latin Ame
volume arg
(TFP) and 
great depr
productivity
question, In

In the do
plummeted
was follow
an unusual
There is no
This is an
ingredients

The seco
income ine
financial cr
in the open
discussion. 
rising ineq
(Kumhof a
in his book

                 
14 Farhi et al. (2
crisis. They prop
and emphasize 
international mo
15 See Kehoe an

Ün

considered
on of govern

Remarks 
ction argues

discussed in
y. Başçı (20

are three ess
) price stabi
in any of t
rospects. Th
e. A provo
crises is the
that volume
Europe and 
erica. Colle
gue that gov
hours per w
essions of 
y developm
n the Wake o
ownturn of 

d (McGrattan
ed by sharp 
l increase 

o particular d
n important
 that determ
ond topic th
equality tha
risis. The ed
ning paragra
 There is a

quality led t
and Rancière
k, Fault Lin

                  
2011) argue that f
pose a number of
that the optimal

onetary system. 
nd Prescott (2007,

ngör | Central Ban

d in the re
nance.14 

 that there 
n depth in th
012), Gover
sential factor
ility, (ii) fina
these three 
herefore, s

oking study 
e edited vol
 study sixte
America an

ectively, the
vernment po

working-age 
the 20th c

ments during 
of the Crisis
2008–2009
n and Presco
contraction
in aggregat
discussion o
t missing i

mine the grow
hat is not t
at may hav
ditors put no
aphs of Sec
an ongoing 
o a credit b
e, 2010; Raj
es, argues t

              
failures in the int
f reforms of the in
l provision of gl

, pp. 8-11) for the

nk Review 13(2):

 
110 

elated institu

are two im
he book. Th
rnor of the 
rs that deter
ancial stabil
factors may
tudies on 

on the im
lume by Ke
een depressi
nd from mo
e papers in
olicies that a
person are t
entury. 15  W
the recent c
 is silent.  
, labor prod
ott, 2012); a

ns in aggrega
te TFP (Pe

on productiv
issue since 
wth potentia
ouched in t

ve contribut
ote on the in
tion V. How
debate and

boom and e
jan, 2010). F
that growing

ternational mone
nternational mone
lobal liquidity is

eir definition of a 

:103-114 

utional arra

mportant issu
he first one i
Turkish Ce

rmine the gr
lity, and (iii)
y cause con
productivity

mportance o
ehoe and Pr
ions – both
ore recent t

n Kehoe an
affect total 
the crucial d

What can o
crisis? When

ductivity act
and the finan
ate output an
etrosky-Nad
vity in In the

 productivi
al of countrie
the book is
ted to the 
ncome distri
wever, there
d some rese
eventually to
For example
g income in

etary system are t
etary system focu
s a central featu

a great depression

angements 

ues, which 
is the discus

entral Bank,
rowth potent
) productivi
nsiderable h
y and cris

of productiv
rescott (200

from the in
times in Jap
nd Prescott 
factor produ
determinant
one say abo
n faced with

tually rose a
ncial crisis o
nd employm
deau, forthco
e Wake of the
ity is one 
es.  
s about the 

emergence 
ibution and 
e is no satis
earchers arg
o a financia
e, Raghuram

nequality in 

the root cause of 
using on liquidity
re of any well-f

n. 

for the 

are not 
ssion of 

argues 
tial of a 
ty. Any 

harm to 
ses are 
vity for 
7). The 
nterwar 

pan and 
(2007) 

uctivity 
s of the 
out the 

h such a 

as GDP 
of 2008 

ment and 
oming). 
e Crisis. 
of the 

role of 
of the 
growth 

sfactory 
gue that 
al crisis 
m Rajan 
the last 

f the global 
y provision, 
functioning 



 

 

part of the 2
led to the d
taking in th
argue that 
crises to ri
Crisis does

One fina
need to bu
financial se
the financi
arguing th
microecono
information
are good m
does not m
with Berna
literature h
market phe
and Wallac

4. Conclus
Many a

Depression
recessions 
financial tu
financial d
governance
significant 
research as
recipient o

                 
16 Barlas (2012) 
17  For example
intermediation a
18  One argumen
macroeconomic
essay]. For ex
macroeconomis
(2009) even goe
[see Paul Krugm
Levine (2009) a
the recent crisis 
were provided. P
19 See Thomas J
these works (Re

Ün

20th century
distortions of
he financial 
there is ver
sing inequa

s not touch u
al remark is
uild up bette
ector for un
ial system.1

hat the so-
omic tradit
n, with a fo

models of ba
ention relate
anke and G

has studied d
enomena. In
ce (1978) off

sion 
argue that t
n of 1929 
(Ohanian, 2
urmoil high
developmen
e. Developin

policy imp
s they alway
of the 2011 

                  
 provides a recen

e, Woodford (20
and credit friction
nt that has bee
s is not very hel
ample, Kocherla
ts (and I include
es further and al

man’s New York 
and Cochrane (20
gives no reason t

Policy makers too
J. Sargent’s inter
egion, 2010). 

ngör | Central Ban

y created the 
f the housin
market.16 O

ry little evid
ality (Bordo 
upon this sub
s that the re
er analytica
nderstanding

7 Stiglitz cr
-called stan
tion that w
cus on cred
anking, cred
ed literature 
Gertler (198
dynamic ma
n addition, D
fer importan

the financia
far more c

2011). The p
hlight need 
nt on grow
ng novel em

plications w
ys have bee

Nobel Priz

              
nt review of Rajan
010) sketches th
ns to be integrated
n often used ag
lpful in understa
akota (2009) sa
e myself among 
lmost argues that
Times article, “H

011) to Krugman]
to abandon the co
ok a different mo
rview at the Min

nk Review 13(2):

 
111 

push for hig
ng market tha
On the other
dence linkin
and Meissn

bject. 
ecent crisis h
l and quant

g interaction
riticizes the 
ndard mod
was derive

dit markets.1
dit bubbles, 

in macroeco
89) and Ki
acroeconomi
Diamond and
nt insights fo

al crisis of
closely than
policy discu
for more s

wth, bankin
mpirical and
ill be at the
en. For exam
ze in Econ

n’s book. 
he basic elemen
d into macroecon
gainst modern m
nding the crisis 
ys that “I belie
them) failed the 
t modern macroe

How Did Econom
]. On the other ha
ore models. For e
re discretionary a
neapolis Fed for 

:103-114 

gher home o
at in turn led
r hand, som
ng credit bo
ner, 2012). I

has suggest
titative tools
ns between t
 mainstream

dels do no
ed from th
8 Although 
and agency
onomics. Fo
iyotaki and 
ic models th
d Dybvig (1

or financial c

f 2008 res
n it did an
ussions surr
solid work 

ng and fina
d theoretica
e core of th

ample, Thom
nomics, state

nts of an appro
nomic analysis. 
macroeconomics 
[see Caballero (2
eve that during 
country, and ind

economics in gen
mists Get It So Wr

and, there are som
example, Taylor (
approach.” 
r a detailed discu

ownership ra
d to excessiv

me other rese
ooms and fi
In the Wake

ed that econ
s with a no
the real sec

m macroeco
ot incorpora
he econom
he states th

y problems, 
or example, 

Moore (19
hat embed fi
1983) and K
crises.19  

embled the
ny of the p
rounding the

on the imp
ancial crise
al approache
he macroec

mas J. Sarge
es in an in

oach that allows

is that much o
2010) for a com

the last financ
deed the world.”
neral has not bee
rong?” and the re
me economists ar
(2011) states that 

ussion on the imp

ates and 
ve risk-

earchers 
inancial 
e of the 

nomists 
ontrivial 
ctor and 
onomics 
ate the 

mics of 
at there 
Stiglitz 
starting 
997), a 
inancial 
Kareken 

e Great 
postwar 
e recent 
pact of 
es, and 
es with 
onomic 
ent, co-
terview 

s financial 

of modern 
prehensive 
cial crisis, 
” Krugman 
en valuable 
esponses of 
rguing that 
“The rules 

portance of 



 

 

(Region, 20
moderate b
such model

In addi
institutions
be at the c
instruments
the recent 
macroprude
central pol
rigidities a
nominal in
research. 

Are we g
David Rom
changes, su
stabilization
“nothing a
Olivier Bla
modest in o
soon would
closing sen

Reference
Akerlof, G. A

Economy, 
Barlas, Y., 20

12(2): 37-4
Başçı, E., 

http://www
Bernanke, B.

Great  Dep
Bernanke, B. 

American E
Blanchard, O

Leading E
Bordo, M. D

Journal of 
Caballero, R. 

Knowledg
Christiano, L

Multiplier 
Cochrane, J. 

31(2): 36-4

Ün

010) that “…
bubbles, we 
ls up and run
ition, new 
, regulators
enter of ma
s of financia
financial cr

ential superv
licy tool fo
and the exp
nterest rate 

going to face
mer argues t
uch as depo
n policy. On

as significan
anchard, in 
our hopes”.
d be cleare

ntence of the

es 
A. and R. J. Sh

and Why It M
012, “Review 
44. 

2012, “Spe
w.tcmb.gov.tr/y
, 1983, “Nonm

pression” Amer
and M. Gertle

Economic Rev
., D. Romer, M
conomists Rea

D. and C. M. M
f International 

J., 2010, “Ma
e Syndrome” J

L., M. Eichenb
Large?” Journ
H., 2011, “H

40. 

ngör | Central Ban

…for policym
need to hav
nning. We d

organizatio
, rating agen

any policy re
al stability, e
risis, many 
vision. Cent

or that purp
plicit consid

will be cr

e another cr
that the Gre
osit insuran
n the other h
nt appears 
his conclud

. The answe
r after a pe

e book: Time

hiller, 2009, “A
Matters for Glob

of ‘Fault Line

eech at the
yeni/announce

monetary Effec
rican Economi
er, 1989, “Age

view, 79(1): 14
M. Spence, and
assess Econom
Meissner, 201
Money and Fi

acroeconomics 
Journal of Eco

baum and S. R
nal of Political

How Did Paul 

nk Review 13(2):

 
112 

makers to kn
ve well-conf

don’t yet, but
onal arrang
ncies, and in
elated discu
economic ou
central ban

tral bank co
pose. The p
deration of t
rucial eleme

risis sometim
at Depressio

nce, financia
hand, he is 
to be comin
ding remark
er to the qu
eriod of tim
e will tell wh

Animal Spirits:
bal Capitalism”
es’ by Raghur

e 3rd Istanb
/2012/Basci_IF

cts of the Finan
c Review, 73(3
ency Costs, Ne
-31. 

d J. Stiglitz (Ed
mic Policy” MIT

2, “Does Ineq
inance, 31(8): 2
after the Crisi

onomic Perspec
Rebelo, 2011, “
l Economy, 119

Krugman Ge

:103-114 

now whether
firmed quan
t we are wor
gements in
nternational

ussions, such
utlook and r
nks are bec
ommunicatio
presence of 
the zero lo
ents of aca

me in the nex
on of 1929 
al regulation
not optimist
ng out of th

ks, states th
uestion of fa
me as it is s
here it takes 

: How Human 
” Princeton Un

ram G. Rajan”

bul Finance 
FS_Speech.ph
ncial Crisis in 
3): 257-276. 
et Worth, and 

ds), 2012, “In 
T Press. 
quality Lead t
2147-2161. 
is: Time to Dea
ctives, 24(4): 8
“When is the 
9(1): 78-121.

et It So Wron

r and how th
ntitative vers
rking on it.”
nvolving fi
l organizatio
h as objectiv
isks. In resp
oming invo
on will cons

nominal a
wer bound 

ademic and 

xt several de
led to instit

n, and atten
tic as he sta
he current 
at “we need

acing anothe
summarized
us. 

Psychology D
University Press

 Central Bank

Summit, 
hp 

the Propagati

Business Fluc

the Wake of th

to a Financial

al with the Pre
85-102. 
Government S

ng?” Economic

hey can 
sions of 
”  
inancial 
ons will 
ves and 
ponse to 
olved in 
stitute a 
nd real 
on the 
policy 

ecades? 
tutional 

ntion to 
ates that 
crisis”. 
d to be 
er crisis 
d in the 

Drives the 
s. 
k Review, 

İstanbul” 

on of the 

tuations” 

he Crisis: 

Crisis?” 

etense-of-

Spending 

c Affairs, 



 

 

Correia, I., E
Policy at th

Diamond, D. 
Journal of 

Farhi, E., P.-
System” 
reports/ref

Gorton, G. B
Press. 

Kareken, J. H
Equilibrium

Kehoe, T. J. 
Federal Re

Kiyotaki, N. 
211-248. 

Kocherlakota
Annual Re

Kose, M. A.
Global Tur

Krugman, 
http://www

Kumhof, M., 
WP/10/268

Levine, D., 20
k-levine/an

Lo, A. W., 
Journal of 

McGrattan, E
Bank of M

Miller, P. W.
Economic 
Stiglitz” E

Ohanian, L. E
U.S. Reces
Policy Pap

Petrosky-Nad
Theory. 

Rajan, R. G., 
Princeton 

Region, 2010
Bank of M

Reinhart, C. 
Financial F

Shiller, R. J
Happened,

Sorkin, A. R.
Fought to 
Press, Vik

Ün

E. Farhi, J. P.
he Zero Bound
W. and P. H

f Political Econ
-O. Gourincha
Centre for E

forming-interna
., 2010, “Slapp

H. and N. Wal
m Exposition”
and E. C. Pres
eserve Bank of
and J. Moore

a, N., 2009, “M
eport Essay, Re
, and E. S. Pr
rmoil” Brookin
P., 2009, 

w.nytimes.com
and R. Ranciè

8. 
009, “An Open
n-open-letter-to
2012, “Readin

f Economic Lite
E. R. and E. C. 
Minneapolis Res

., 2012, “Revie
Policy’, by O

Economic Reco
E., 2011, “Acc
ssion Differ fro
per 11-1. 
deau, N., Forth

2010, “Fault L
University Pre

0, “Interview w
Minneapolis. htt

M. and K. S
Folly” Princeto
J., 2008, “Th
, and What to D
, 2009, “Too B
Save the Fina

king. 

ngör | Central Ban

. Nicolini, and
d” American E
. Dybvig, 198
nomy, 91(3): 4
as, and H. Re
Economic Pol
ational-moneta
ped by the Inv

llace, 1978, “D
” Journal of Bu
scott (Eds), 20
f Minneapolis. 
e, 1997, “Cred

Modern Macro
egion, Federal 
rasad, 2010, “
ngs Institution 

“How D
m/2009/09/06/m
ère, 2010, “Ine

n Letter to Pau
o-paul-kr_b_2
ng about the 
erature, 50(1):
Prescott, 2012
search Workin
ew of ‘In the 
Olivier Blanch
rd, 88(283): 60

counting for th
om All Others

hcoming, “TF

Lines: How Hi
ess. 

with Thomas Sa
tp://www.minn
S. Rogoff, 20
on University P
e Subprime S
Do about It” P
Big to Fail: Th
ancial System 

nk Review 13(2):

 
113 

d P. Teles, Fo
Economic Revie

3, “Bank Run
01-419. 

ey, 2011, “Re
licy Research
ary-system 
isible Hand: T

Deposit Insuran
usiness, 51(3): 
007, “Great De

Minneapolis, 
dit Cycles” Jo

oeconomic Mo
Reserve Bank 

“Emerging Ma
Press. 

Did Econom
magazine/06Ec
quality, Levera

ul Krugman” ht
89768.html 
Financial Cri

: 151-178. 
2, “The Labor P
ng Paper 694.
Wake of the C
hard, David R
01-603. 
e Great Recess
?” Federal Res

FP during a C

idden Fracture

argent.” Regio
neapolisfed.org
09, “This Tim
Press. 
Solution: How

Princeton Unive
he Inside Story 

from Crisis-an

:103-114 

orthcoming, “
ew. 

ns, Deposit Ins

eforming the I
h, http://www

The Panic of 20

nce and Bank 
413-438. 

epressions of t
Minnesota. 
urnal of Polit

odels as Tools 
k of Minneapol
arkets: Resilie

mists Get 
conomic-t.html
rage and Crises

ttp://www.huf

isis: A Twen

Productivity P

Crisis: Leading
Romer, Micha

sion: Why and
serve Bank of 

Credit Crunch”

s Still Threaten

n (September 
g/pubs/region/
me Is Differen

w Today’s G
ersity Press. 

y of How Wall 
nd Themselve

“Unconvention

surance, and L

International M
w.voxeu.org/epu

007” Oxford U

Regulation: A

the Twentieth 

tical Economy

for Economic
lis, May, 5-21. 
ence and Grow

It So 
l 
s” IMF Workin

ffingtonpost.co

nty-One-Book 

Puzzle” Federal

g Economists 
ael Spence and

d How Did the
Minneapolis E

” Journal of E

n the World E

2010), Federal
10-09/sargent.
nt: Eight Cen

Global Financi

Street and Wa
es” New York: 

nal Fiscal 

Liquidity” 

Monetary 
ubs/cepr-

University 

A Partial-

Century” 

y, 105(2): 

 Policy,” 

wth amid 

Wrong?” 

ng Paper, 

m/david-

Review” 

l Reserve 

Reassess 
d Joseph 

 2007-09 
Economic 

Economic 

conomy” 

l Reserve 
pdf 

nturies of 

al Crisis 

ashington 
Penguin 



 

 

Taylor, J. B., 
and Micha
395 (Chica

Tinbergen, J.,
Woodford, M

Economic 
Woodford, M

American E

Ün

2011, “Macro
ael Woodford 
ago: University
, 1952, “On the

M., 2010, “Fina
Perspectives, 

M., 2011, “Si
Economic Jou

ngör | Central Ban

oeconomic Les
(Eds.)” NBER
y of Chicago P
e Theory of Ec
ancial Interme
24(4): 21-44.
imple Analyti
rnal: Macroec

nk Review 13(2):

 
114 

ssons from the 
 Macroeconom

Press). http://ww
conomic Policy
ediation and M

ics of the G
conomics, 3(1)

:103-114 

Great Deviati
mics Annual 2

www.nber.org/c
y” Amsterdam

Macroeconomic

Government Ex
: 1-35. 

ion in Daron A
010, Vol. 25, 

chapters/c1204
m: North-Hollan

c Analysis” Jo

xpenditure M

Acemoglu 
pp. 387–
2.pdf 
nd. 
ournal of 

ultiplier” 


