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Analyzing the Amplification Mechanisms of Debt Deleveraging
Nimrod Cohen

Abstract

This study examines a model of an economic-financial crisis caused by sudden debt
deleveraging in the economy. In this type of crisis, there is a negative impact to demand
and the monetary interest rate may be reduced to its lower bound—a phenomenon referred
to as a “liquidity trap”—such that monetary policy is limited in its response (Eggertsson
and Woodford, 2003). In parallel, there are other mechanisms that may increase the
intensity of the crisis, such as a financial accelerator mechanism (Bernanke et al., 1999)
or a debt deflation mechanism (Eggertson and Krugman, 2012). The question then is, what
is the contribution of the various mechanisms to the crisis—and particularly, what is the
interaction between them.

For this purpose, we build a model of general equilibrium in a New Keynesian
framework with two types of representative agents—a borrower and a saver—where the
borrower’s financial spread depends on his level of leverage (ratio of debt to financial
assets). The model is solved without linearization, with an emphasis on the monetary
policy rule that includes a lower bound for the interest rate, in order to enable an analysis
of the interactions between the various mechanisms.

An analysis of the economy’s response to the reduced leverage in various cases shows
that the interaction of the various mechanisms is very significant. For instance, when the
economy enters a liquidity trap the effect of the financial accelerator greatly intensifies
the crisis, far beyond a case where the interest rate is not limited. Essentially, the analysis
illustrates the importance of effective monetary policy during a financial crisis, since

monetary accommodation in such a situation is critical in preventing a much worse crisis.
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q2WN NYWA TWUR 0119 HW 91 9190 MIAPYL 10 IN INNYNN 027 0»Y595 DMIWN

Oy NYMN ,NWYNo .(Mendoza, 2010; Uribe, 2006a) N1NINN92 2N POPNY ININ)
OIPNN NN L,05IX 2N INNN IPHRNY ROV TI ,NYNYN DMDY 20N NTYN 0N SV
NNDIDAY DIWN NINT INMIN DISYNIY NN INNY XPNT N2HYY 92WN0 NYwa 1D NHIN
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% APNN NONMIY DD
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AND L, INNNNN NNDNA YPIIND N2WVY PIVINNN NN ,PI90N PIN YNYT NY
,20 209070 7320 N .(Eggertsson and Woodford, 2003) 7592130 119917 X1
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M) INPNRYND TAVNN MININND — dDININ ONNM DIN THIXONT MDD NN —
9237 2100 NYIDY DV MINNVINI NXIN DT IPNNI PN YITNN DN MMSPRIVIND
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ST D1, (77039 ONNDY NIOD) NOIMOPN XN 2NN NOANN 1A DTN DY NIANNN NX DONYND
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MTN2 NN NNYDXN NPIVINNN NN DY DTN NANN DAN .NPNN IN MOLPNY DN
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VYN NN YOIV T, NN DITHIND DIIDIN NTTIVH GONIY ,DMNDN NANN NN JNNY NNYONND
.DONYN NN NN HY NON

22PNN ,NYANND THIVINNN NP TR ZMDPIN NTIODNYD NDIDI NYIVIN IWNI ,ODIN
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YTV M0 TPNM 199,112 NaANT NN DYDY 0»Y2YD DMIAWN KWL MISDN
JPDINY NN DY I NYN PMDIN NTIDONID NDND H51D 1avNn DN DOTINI
199 OTIP TITI 92D ,7I0NN NPPTIRN PAD 7IDIN PINNN 1A TPYPRIVIND NOND
NP YOP TI,ININND NN AND NN NPPTHRNY Y35 v Wwon (Bernanke et al., 1999)
,D2IN.(72X1 11000 92 913Y 712770 11DY) DIPOYN NINN 12XN2 IDINAN IRNDN KV TPINN
NYNTIND MLPN TNXY TAD2 NOP NNINNOVIN N2NN NYITT IDINN PNNT” NINONI
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N TR onyva (Gertler et al., 2007) ©IPNN2 T MYV DOPINN DD OMIPIN
ToNN2 NP NTNN DI IIWN YNND TIONRINIVIA NI MINNNIVIN TIRVININ
DM DY PINND 28N 19971 ,0°09) YNNI DY AN YOONN TYN INT,NNNTY NN
NMT T MIYIR MDD, NRT NDIYY [, TPIRVININD NPPTHN DY NPNHON MDD
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A8 V9 HY DOVITIVD DINODPIN DTN 0N ,(Eggertsson and Woodford, 2003)
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YRIYIN YN DIN .)NODINT N8I NPVPNI NVN NPYNT N3 NONYTY , N> NTNNL 20N
AN2NN AN 2TIINN PIAN,NNNNNN NNDND NYIIN MIVINN N¥DXIN,PI90N 1T
INY DM TPONOT MY DNOANN TINDAPNI DT NI ,DIVIPOAT DTNV T
ININD NAY 7MDM NTIDNY — IR IRXIND .12 OPYN DY NODN N TIY NTTHIVAN
.NI9% NN DM

on»nnd IWaN ,(Eggertsson and Krugman, 2012) Sv 09pnna Nv %95 09N
NO2N NN POPN YNRYIN .2IND PIVA TN SYVDIDNT YNRYT DY NOWOND MATYND YNYID



DYV TONN ; NN MVPN YT DY NINT ,MIPNN GPN PVPNY DTN DMNDN DY NN
TINA .PXY9INY AN DT TIN,NNPNY PWNN NN DIONDY 399801 VIPI22 DY NNY
MYN NN NDYTHA MINIAPNRN NTII . INNNNN NNDINID WIND NDIDY NIOPHNN NN, T
2720 YT RIPIY NN ,0MON DY INY TIY NI (0920NN) 1IN DY SONIN
MDYN ¥ AUND DOPMYNYN Y0IAN TIDNM NINN ,2INN NN YD DTN OIPIND
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YWNYT DDA DY NN TOIND MY P2 Nionn IwND (Guerrieri and Lorenzoni, 2017)
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onmn (Korinek and Simsek, 2016) qon 9pnna .(precautionary effect) Ny ny>
9T NNVON N PIY DY THIMDIIIPN NPOTN

19,290 Y2 MY 0Ny DY 7NN X NN (Benigno et al., 2020) Sv o9pnn
.NPNRN DY NOTHN PNIPD N9 DHWH XON) TN 2IND NY2INN NIND 912> INY INNDNIY
,NIOIPN 29 DY NYNIANND NONY NI ,THNT NN NTNN XD YIYIY NANNN ,NTD NIPN2
N2 DT MY 2009 MWVWN SNN NN MNIND 2D DIRIND DIPIND DT 19N KD
T2 IMNDNN MPXDAPNIY MDY NTN DT PNIAND TWAN NAPN NNIN D), NN
NV NN DININ DNDY ITIND 120N NN DY NNMND TXD N0 NION N1 DV
INONNIA PITN TYNAY DN N2 NP MDD NTIDDNA Y9N TUN 00N ,72WNN NN
MYPYN ,N2°IX 50970 10D ,1D%)9 NTRNN MINN OXIDN 202020 DTIND D PV )0
TV PIYA TIDIN) DI NINNDY L (NNPNNT NMDY H91D)

YN YNYNN S PN HHIDY NADN NANIN NVIY TR ,NNYT YN VPN NIV IPHNVN
YNNNN,NTIPNNT PXIY TN, TI0 ORNNL INIYR NPV TN NIV 1N NY DIND
DN 910 X2 DTN MINTIN J9INI YAPI IWNR DNOYW DI0)N MWD DN NXIN DN HY
,INDN YT NNNN PN PNNN ONYA PN 1IN NIDP ,INDD ,(THIY 280 DY WP TIVD

— 9112 2N PN TN O NY19INA (Benigno et al., 2020)2 195 7OINMOPR NN
APNNN NORY 252 MNN XID NNPNXIY,IIVNN DY 12DND) NTHRNND DINY /DI NIRND
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AMYPYn) NN P TN OPOY ORIWN D) Yar ,(Benigno et al., 2020)

N3N Y230 NI DI ORI’ RYNA MO0 INT) NPNY VYN IWN NIWN DT
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D09 DY NDMINN IRNN DY (MDD GN)I) NNY NN YIWNY YIIYR

YIIVY NINY ,D2O0IN DX0I9D DMD DXV NMNPN VANY YNIYT XIN TI0 NPT
MMPNR NN INTHY DIWN ,NYAVN I0N XIN P01 TIDN DY NMINDN XIJY DI

VITYTN ,PNINNRA DI IONRD ON ") DTN Yy Net Worth ynyy 7pnawnn 7017
DNY PRY NP TR ,MINXIN POPNY DMNX XM NPINNI NPND DNDN DXVIAD DI
,INY YD MYPYN IP0Y2 DXPVPN DN IR L,7NDIN PIONNDY DX DM NII¥ MV
PONNY” DN NIVARNDY ,(MNPN) NITY DD2APN OINDN DOXVIIN NN NIVIA Y TUND
N2NNN NII¥ MV KOO 1YY ,010°0D AN NNHNN MYPYNI NYNON T /NN

0% VI3 5TIN) NN NMVIA DY NIPNIY DN NI DMIVIIDN DIYIYID

TN 7MY NTIDN” HYW 7avn XN 0) 1IN (Mertens and Ravn, 2011) Sv 09980
DOV DTN ,D9IN /HPDNIPA ONDY DY 1NDNNY NI TOIN — DAXMN DOVIY NY DY
95595 1 > 0 9wND) D07 a0 (1 = 0) MmN NTIDN” DY aNn P NI NDIYON
DN Y22 TNIO171 1TID503 9177 TYH TPDOPIRY T OINDPN ANN MINWN 99 (M1
WM YO N NTIAYA PNV DTINT NN NNWY (DINK DMINNNDD DINNNY DON)
221 Y515 MOV 5555 ORNNA YOI HPWN NPV YAPN 2 TIN N7 NS NTI2503
.NNN

SV INNNNN NY2NN NHVNN NN TY PNIAD 1N KD ONYY DTN NNDNI )0 Nd
DIVH NINY /MDD NTIDONY ROD 9IWND MYNYN DOSN PRY NI 73vND MmN
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DYDIPVLN NVY T ,PIVNID NIN DIIN YITYIN I PIXY TIY .OWD NDIDI 1IN N,/ MDITN
ML PRY TOY NYITY MDYN PN 19D .ONNNA DIWIPIA DIPVPNI D1V NPNY DXINN
NN VYD DTINID YT IRNINM NN

99 QUKD ,(MYPWYN N9 1IN0 NYIY) NVIVD NN D BIPNN ©XIN ,(Debortoli and Gali, 2018) !
MNPN NIAND RN YNNIV NN 7MION YNRYT DY 1INNHN IYIVNN 0N DIXINN INY
(DD0IN) NN NNN DRV IYND (DY) \IPN NNNY NYan Ypwn P2 (redistribution)



SV NIHN NTNN VPN DY) $H%3 5pWn YW 91390 JY XN TIiPMIN D0 1IININY DOTINA
DN .(N2I¥ NV XD, MNDY TOIN) DNXMN DOV NV HY DO TIN DN,V 7D .ONIIN
NN NNDIOVN M0 NNMP LD .TMOPN RO NININ NI MYPYN DI DN
DY PPN NTNN VLPAX DY ,(DDINA MTOM IN) NI Y §19N2 XPNT NTPHNNN
TN 252 NN HDINAN NN NN 1T 1902 (Del Negro et al., 2017a) mypwn
,D°20INY OMY P2 DOVIN NIIX NIVIA DY INPP DIXNNIN 211D MLWI IYVN TN TN
LI0DDN VYD PN TYIN NANN INNDY I8»NIN VI DTN DIWNRNYN 217D 199
NPVINMNITN NI ,NTI) NN T NIN YDIVAN YNRYIN IWRI YD PINY D90 )1 TIv 9D
SN NTII0ND N TPNDAPN DY NTIY PN IN,(D2IXINN PIVI) YNONIN TN RN

VIIYIN IRNIND 0N NawNna XN NN ,(Gertler and Karadi, 2011)=2 ,manTd
213M) DNYY DTN 2P0 NPNI) DIPIAN IND TIT DIYIN MNIIN DY )N MODNI
W NNNNNN NY2NIN DY NNYPN NOYIN DTN YAVIN 77DINAN NORNDN DY VPINRD ,(1OY
A(N921 RO5 NP oN*) MIIN

(Carrillo and Poilly, 2014) Di»a Y17 DY 28”10 VI DTN NNON NN IPNN

022> T YNRYIY N0 1P TN nwon NN Net Worth yiyty S nyavwnnw nxIn
(XN VIAN) NN PPYN DY DNDIN ,DMYLY DDAN NI MDD NTIIOND” NYIDD
DY 9T, NINT NNWYY (D¥DNN DPRY ,0MIDN) MNPON YW MYPYNL NN DY N8N
1277 DMVPN DN N NIPNY DXINX D) DI ,NIMIX NIV XID TOINTIND NPINIVN
TV NPOINNN NDIND 1O

DI YRYID NN NNN DIV NN DY I¥»N VI STV M2 (Merola, 2012) 0y
NNNNN MDD DY NIPN P2 WIN) MDIIN NTIDDNY DY TIND NYIN NYIVN DN PRINDN
A(ND2m NOY MIPNRd D

97 IWN Risk Premium ¥11yt X1 7703390 YNHD72 NPOIYN N1INOD XI19 YTV Ty
NYIATIN NXIVIN NMOYI D) VAN NN OPYN N2 PAD NIV N3N P2 NN
1982 MYPYN N°1NY 12 N NYapNn Nanna .(Smets and Wouters, 2007) )79

DY N8N IR ,MTIY Mypwnn N2 Net Worth ynyd nannd 7mma ng

N9 MY 927 YV IN0A AN, TNYA DTV IDY PNN MN PAY I MYTNY YR 03 M2 N IPNK 2 PINd 2
PY LPON PN IN,IYNT YN NI WITVINY DDA HAN ,DY02)1 MY MYND 7MYTNN NID NIPNL .WHNNN
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NTID9NY ©I PYHRM NTIN 7N MY NIPNA » RN (Carrillo and Poilly, 2014)
NANNNN THPMYNYNI TN 1IN XN DT NIPNRA NANNNY IR (Merola, 2012) 0y .m> 0N

YIIYT INT 0D 2Y DOV .NANNN DY MDD NTIOON” Y nyawnn v191) ,Net Worth
129 MDWYN PN 120 1NN DY) N2 OIPWN DY NNYT NIINA YIVN XINY DIVN PI0ND
STOINTIND NPINIVNID
DMPNN NOON T VIS PPANNRN 19NN DIDIN DXIAWN NIPIND NAY NIOD NIYS
(VT , DM DM2VNN NN TN yHNN2 DPOWN

.(Mian et al., 2013, 2014, 2017; Mian and Sufi, 2010a, 2010b)
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NNONA OO0 SPWn MMY DY IDIOOMNIPN DTN XN N NTIAYA NPV DTN
YPWN DY NPNIIVND DINNIN —IPNNT NNIN . TOINT IND — DIV NIV DY MINIDINTIND)
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2N MO YY 1Y NNMP YD APNNT NN LTI DY GO .NDIN NIV PR D NI NN

INIUND DY NINAD NN YIND NTYNY NDINND INIVIIY MIINVLIAD DN DIV D1 MDY
MDD MOY22W PNN MWL 7DD ND2IIN 199) VAN PNN ON IND MNNVIIANY PINd
TN PN WVIITM,PVITIVD PNN MNAN TY NN NINIDV
No2N DY NYOVYNN V92 ,DNIVYN DININND NMIYIYN IPTI ,IPNNN NONYD DXNNA
,021010) TN X DY YN HTINT DINNI HINPIND DTN AN 109 ,NNNNNN NN
DY215°NN NN 9919 HTINN .DXPNN MNOYP DY MINYDINPIND NNDNY NI VNN
MNPYPA XLIANNY TN TIDN ;2IN DY NYAINT RVIANNY YDI TIDN : INNIN MYIOMN

YOINNPNPN MY N0 PIT POIN JNY WV NI, TIND NMNVA (self finance) Y8y NN 19N M9 N Mno 3
INT L, PAY TOIN PR YA NOTYN MWW HTAN DMP DY [, MIND MYAD NN O MY nmnY
DYVIPPOPTR DOYRYT P2 D) TOIND INJY NN 1aond 1 (Eggertsson and Krugman, 2012)
5720 ; (Guerrieri and Lorenzoni, 2017) »pon mv a1 wnwn 23N 3N L,(DINDND XY DYPNY) DINVIAN DINRY
ST 2D NN

28D NN NPTV OININNT HY 280 DPTHID T2 TNYY (MVDPHRIVT YD) INIH MNT HNN 1N *
DINNX DXWRYT DXPTHIN LTI DY GO .NDIDIN NOIDNND PON XN THY AN DXPTHIN WIIYIN 2D NDIYIN
1NN INDN THRYN AN MDIDNNN INND NYYNY RN NANNNIY T2 .0INOPNR TONN) t = 0 19121 09NNy
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THOIVXPND NN NTIAYD NN P2 NYDI2790 NPNMPN NN NI DIDINVN NV NIY
.98 99591 Y0, (Nyiap nom o0 nxav) CRRA

i P 1-g/ 1+
yold-wel)
1—0o/ 1+ w/

u(cl,cl L

In(c] = Kc!_)), o/ = 1>079n mpnn .o’/ € [0,1) My
: N DNNMNIN DYV DV T1219)207)377 22NN 1920
j

. . b . . . ;
we L) + q. K] + R—t]. +T/=C/ + Q1] +b]_,
t

01wn T/-2 o3 R, 59580 11210 DY ,ININ NMPN DIYWNY 1IN NN b2 1HD)

V792 . INVIYYI DN TYN IMPYIIV DXPI2N N MNP Hapn N1 pwnv (lump-sum)
YW DNPNN NDANNA (TITX2XTI) DYDID) OXNNIN 199,22 DY NIN TAD2 TOINN 2D N

NN Y3 Yw oobyan X ovn TS = [1Eank
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: N2 JOINA ITNN NN NN TONN

K’

t+1

=1+ (- 8K/ (1)
OWM NN TN XINY T OV NN MYPWND DY) W (D) MDD P50 91NN DINMIN NN

NAPNNN PNNN NN NINY 91> NI .G VNN, NN NNPAY NMPN DD NN ONDN NN
Q¢ 20 TYN Pwn PN me,Kt’ 1 YT PN NP, (1 — 6)Kt’ ,DIN9 INND NNTIPN

YOI TUNNA IRDY 29D Q.1 = Qth’ - @@= 6)1(,:’ NI PNY WY I AN MDD
0N NPIINMND WIND MYPYN

MRXNYNN DX PN IND .NADIA DXONN H%AN YPYN DY PYNRIN 970N ININ NN
: 19998 %99 TWUNI ATO NI NPIPOVN

A=(c/ - wcl,)" - pinE, [(cg'+1 - hfcg')"’]] (2)

: NN (SDF) 00510010 10N 07

j 'A{+1
My =B — (3)
At
17932y %92 NYNRI 1TO ONIN
91S” = Mw, 4

YIUN NODNNN NYOY 2D DTV NN I1DINA DDID XIM ,ODNPVNIND NTIAYN YN NN XV
(D10 535) YONOIN 1DV MNNWN NDMIIND NTIAY P2

(J = B im0 )NDNN pivws nw DONMOY PI) PN A5 NTYNKI 1TD NN

1= Et[mfﬂ ) Ré&l] (5)

NN (ex ante) A NYPWND NXIWNM

R~£(+1 _ Qe+1 T (1Q_ 8)Q¢41 (6)
t
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N2W NNY DRIWNN 12 NIPN ,OUND NPOND OXNNA YA ,Q; , NN 1NN 1D 20 DO
TV MYPYNY VIPdIN IN ,WAP INYD DOV IN»NA L(ODN MNAY N IMDY D)1T))
STV NN PN

(TPMITINOONIYN NY2IND) DI TIDN DY INIUND DIV .2.2

29N >89 NWNRI ITO NN LR 112D NIDN N>272 NP9 PPONY 919> 7007 ,TPUN
: 119798D DN ONIN DX NN (NODN)

1 = E[m{,R{] (7)

(NN DOPIAN DY INTYN/T VY7792 AN /711277 \NIYD

RE =Rf - ®(bf/DF) (8)

,P2270 Y D101 D103 NN NSO WK W8N PIANY NNINN NMONPNS NN P () IWNRD
1I2) IPIN TN DY MINPND NN 1DI90 .(NIDI INI) 537 NVIWI NI 1)1 12999 VI
2710 NNNTI DN DXDTINT HNIPN TI) PINNT TIX MNPNY DIF0N INTY NI (N2>
D919 GUN MDY DX0N MY NNV ,NNDN DY 2NN NP NN INMND EtB Mo

—bE /bE — gm0 ;19w 595 N9 NN, DWAP DTN INY TWRD .MV 2IWNI1Y
apalY

o2 NN 9N (Benigno et al., 2020; Eggertsson and Krugman, 2012)2 > yy»
DOIAPIY DX0N MY DN XIN NNNN INONN DTNV T ,POIND TIINDPR TV
STYUNNA VDMWY 9D HDINY NIRND INIPND 51 1957 ,5T1H2 NINTIN

IINAN NP MNANM INRINM 1O VA PN DY ORDN INON MYIAY RO IPNNRN NNIN
»N .(lacoviello and Minetti, 2006) S¥ DIPNN PINNAD NNITL ,2IND NNV YHRYNH
;T2 2NN NP NIN PTN

Et = QfEtQt+1KtB+1 (9)
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MNTIN IR, INDNN NN OMOPN NIN 1PN 0910 PIwva yapd , Qrp1 , NN 1NN

PIIN PONN AN KON MNOPN NIN OF NMNV2AY PIN SW "IN DTPN . Spwna
121N D2 NIN L1210 .Y MITN DY NIPNA NN VINYND NYINOY TIYD ININNY

5S¢ MIPN PN D027 OF PN MY IYNDT I MM NN NIMOY YW NN
.2N DPYYN O

MOIYN DNYN DMNMON 12 NP0 0NV 077D YOV YITYTI RV 419 NTIIN WY
NN MDD NNMIN DY NOWNNND NNPN — YPIN ND .NMNINYLI DY NOIND NN MYH
ANMINYY NPOIVAIN HY NNPN) NINN DN NYPN DI TTIVA TYNR DIDII M PNNA OV
P NTIPIA DAN . NN DV PONN TIT NINNIN O THN MNRNON DNPIY OMND N NNPN2
MPOPN DY VINMND KIPIY PR — QINY DN IMINNY NNYPN 191N NNNIDN
NoHM P2 OINDINND PIY DO YD DI 017 NN (Minksy Moment)
92YD MY 1991 .APTINND MNNVLIAN NYIIT 1997 TN 71977 NN DINDN HY MNNVIAN
o212 20YY 12T JOP DNOY PHIN ORIYRM— NN NTNND PPN NOTHIN OV TONNN
Jé92vn0

N 0 NNINN XN (Benigno et al., 2020) nmyo »nonn 9pnna vITNn XD
PYNN MIDNY 935 —NT NIPNA DTN INTIR RINY ,INDN DY NNNINRIN MY DN XN
TIV MYPYN DXTINY 19971 ,2I0 DYTHND IWINDY , NN NN (POPN) 19N DY 7o ,NN IN»2
Ny

DM DNMIY TONNI : NIN JOIND NN NN DMPYN INKIND TPNHN DYOWN INPIY 191> 199 3
NIINI DT MOTI IONIYRD NN DY .DO0990 YW NPDLPYIP NVINNN NRIIND NDW PINN NN, (booms)
927,128 YN IWANI N DININ .(overborrowing) DTN JY 1N NN DITHND MNRNDN NNPY DOVIA
TNNY DNY XINRND DT, TIV PINN PN IHNHNND NNMINN TYRD BIIN ,MIANINNN NIRD NN PN IOV
SW MDY XD SPYN MPY NPT DODAPN NN NMNN NPHRYND DNNY 12T ,NDIN PLPND DNYY NN
LT PPN AN N NN PN NN NOOYAY PN VD DOV YT DY GN . TINKD DTN DINNNY NNMIN
. (Uribe and Schmitt-Grohé, 2017) £ y81 .199955 DN N1 XINY NP, NINT V1IN 51D 1PN V1N
INT,DOP)AN PNY NPT IN DI DY NN NMYYD 91T W 12 MNP 12WN NPNY 919 1T N9 ©
PPN PINR TN NNHOIRIVN POPNY DINON) AN 1o .(Gertler and Karadi, 2011)
YITTY DMIN D) TTIVA 117 9120 DIPOPN DXINKY DN DININNY NN NRXINKD NP NTNNY NwTH
MPNIPVP> DD NN TYRD 1D PIXI AN VPN YW IN D91 (MNNVIL) DIDIIMNY TWURD DN .NN3
T ,NNMY NDIDY NN NTNNY NN MYAYN D139 DN DN NI NYIWN NI AN TN
:(Yellen, 2009) NNt NINONY 29 IR WP NN DN YNAY I1DY 127 DY 1DV Y30 1awn
“...A process of balance sheet deleveraging has spread to Nearly every corner of the economy. ...
Minsky understood this dynamic. He spoke of the Paradox of deleveraging, in which precautions
that may be smart for individuals and firms—And indeed essential to return the economy to a nor-
mal state—nevertheless magnify the distress of the economy as a whole”.
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2>Tan MY, 0P NNN NV — TI7 DRNNY JOP MYPYND YIPXAN TWNRD MWD P12 JIN
,INDTY DY, 9N T JOP MYPYND VIPAN T . )1000 NMDY NN IP»NY NN DN NN
12 5T DY DN NOIRND RIY NIPN PNIAD YT 7903399 NINN XIPIY — DDV 72X NN

by = OFQKE mmopn xon 20N NP
;NN ,NTINP N NNIIN NP 2 M)

RE = Rf exp(¢ - bF) (10)

DY NPIM 03D TIN PRI NDN IR INNN P — 011 NYpn MIpNn . ¢ > 0y
- (DPVINNI) 1INN NIDPN 1NN W Iwan NN HE AWK .TPan 1972179 MY MINNYN

7B _ 1,B /1B
'bt —_ bt /bt - 1
: (AN ONIN) 2IN 29D NN DV NYNI ITO ONIN

1= B [mf, RE #er (5] ()

: N DON NNV 29D NPDVPINT NN IWND

RE-E¥eT = RS exp ((¢ + V)BtB) (12)

NN XI1HNN IMNA NN L(11) NNONA GPNYNRY 19D ,NNINA DT XX 2NN NN DI1T)
INDNVY NI ONRIYUND WIPIIN NN TNXMNN (12) NNDNA GPNRVNY 295,20 POPNY NNION
W MY DIV IR GONNN IX S0DWN XINY NNIN DY DY 1IN NNI DY NYIVN DNN

IUND  (NADI LNV 9D DMIAN DMVNIN NYNN) vV 1IN DN NNINN
MY .DMIOYNY NI DY 2INN NN DY NYIVN D910 XY TN 12 NIPNY 022 pnn v—=0
D90 IPNY NI NNMIYY 1IN MNS NNPY NV NN DY NYAWN 2IN NHNIY DNIMNN

REEuler(pE) = RE, .1 ynm ,mibn npnan ixvan 1010 0Ny 25 0w

External Debt-Elastic Npyw 190 99 97 nmiys | Internal Debt-Elastic Interest Rate x93 8
.(Schmitt-Grohé and Uribe, 2003) w1, Interest Rate
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NTIAYN PIVY PIN PV, 1IN 2.3

: INAN PNZNOVA PN NTIAY NIV IO IXIN NINMN NN

Y, = AK, "L (13)

LN TV PNN) NXONHOYNNN PIYA NOONIYND MINN NI INDNOVN OTPNN NN A IWNRD
Q¢ PN NIOYN NN NN, WIIUN IR NI NYIAPN NNAN 199
NTIAY PN NYDIP) NN NNDPNN NNON , )N NIDWN NN 1DUN 1N1NA,NMPN 92
:(DMONDPVAN
Iy =Y, —wLy — qcKy (14)

£ (PNY WIP>aN) 1PN 295 PNYNRT 7T ONIN

q: = (V)i = ad (K /L)t (15)

£ (NT2YY VIPX2) NTIZY 299 PYNA ITD MNIN

wy = (V) = (1 —a)A (K. /L))" (16)

87 09N Y YPPNRD (MPK MPL) M18» 091 %92 Y)wn 98inn IR NN 10990

APNIRNNA g W)
: DO NPNAD MIMVIIND NTIAYD PNNN DN DX 2P, MRNWON NN PIN)

K; a  w

=+ = — (17)

PN I 2.4

19778 ,(1 9132 NNI) 29D 1M SV NMIYN MYNHNI L ,WTN )N NINMH NN I8

. Q RRIplARER I 3|W|7\’)ulb wvipMan NN DY npaon ,\)3153 JNNND DYDY MDY
t t
: (N9 INI) D’?JPD NINTNIVINNA

Qe =1+ fUe/I—y) + f'Ue/I=y) It/ 1—q — Etm?+1f’(lt+1/lt) (It+1/1t)2
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: IMNNNN NNNND NPIDY NI IYND
fUe/le—1) = v /2) U /1=y — 1)?

AP PN 12 ODX03N 28D DMINN TIND 9T, Y ,DTPIRN TN

DYPNVY NI ONMOINN OO .2.5

19980 799 oA { xS) xB N movoNn Ton (0901N) ©MYN HINK NN
PN ,NTIAYN NMIYN TO My — TN .C, = xYBCE + x5 CF non (wa9) mansnn
NIDNM INIYNN DI TO 2D 2D ©OWI .NYDIDN NHNRNNN NI NONDN NYPWNN o911
PYN 79 NODN PaY NN Pa IWPY Swiw Mmoo won . xEbE + xSh = 0 :pox xn
b = =bi x*/x" :ma

,MDIDIIND OPON NPV DPMIPNN TOINM NNON DY DIPNN NYAIN NX 12N DN
: TPOINNDN TPMIPNRN DXPNN NYANI NN DAP) , 019980 DYDY HY MTTHN DN) ON)

b, bE

wel + q.K; +XBTtB +X5Tt5 = Cp + Q¢l; _XSE_X R_B
t t

NNIN NN D2APN TOIND OIX . MNTIN DY NIN NNON DRI, 02320 DY RIN TOINN ,INNIND
STYINN IO YANN (297801N)

S B

STS — nBank I - _
X t t X RE X Rf

oY NNIY MV HAPN (WD) NODIND 2NN P2 IWPD NOYN NNINY NV YHINY)
Ra)ipikl

1 1
TS = [IBK /yS = —b5< _ > (18)
t t t R{? Rf
: TPOINNN DIPNN NON ,NYD

wele + q:K: + )(BTtB = C; + Q¢l;
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DM ,(T252) INDD OMIN (P9INNN) PNNN NI DINININ NN MNIIN NN
272 ©ITIN

X¥5TE = nf™ =Y, — (w,L, + q,K,) + Q.l; — It(l + f(It/It—l))

;M9

TY = 1™ /x*

MODIONN DY VP ¥ NN DXPNN NDNI MNIAN YNNI NN DXDNND TUNRD 10N
s TMPNRN T O92APMY NN NIDVNM NTIAYN NXAN PPYN DY

Yo=C+ It(l + f(It/It—l)) (19)

TIINYOMPINNIN NNOND NANIN 2.6

27N ,NTID L PVIDND DIWMI) DXINND DY MMM XD DY POVIIND YINM DV STIiNN
JUND NPPTHN NYIYND DIMIYNN DX DAN .1PVMDT NPN NPIVINNND NPPTHN IO
POYPOAT OYPNNN 12 DTINY A )10 DY .INNNNN NDND NYNHN PHININN NN
DYYNIN ONNVNNN PON T2V ,ORD MNYN DXPNNN NNV T ,(DXNN MNYP M)
12,9919 IMONIPN NMIVIDTN NN 7OIINDY YT YNION I2T ,MINDIPNI OMON PP
IONT DYV NPIVMNN NPPTNID 71PNN 1997 ORI VPN MINDIPND

SV DVP IWANOY TI STINN IR NIVYY ¥ TPYNI ,7DXP2T DXPNNY DY DTN 2P >
TIDN POIND ¥ 1YY, NPVDMIMN MINN DY NNIN OT DY NINY 70NN SyAp!
DMPN D3 DXWIAPI DXPNNN DI NOW T ,1NNN NYIAP OV NVONNN TONND

5557 IN D293 DXPNN NI ININ ADW) 393791 1IN PTH — DX TPN A9V DPNN) DAN
(N9DI2 VBN NINIY) "IV

DOINWYN YIPN NIIXOIN NN ,NNDOP TORIPN MLIVIDTA UKD PPV JT MDY MIN¥a0NP AN’
DOINWNHOIN HTIND DIDNIN TWNRD YNINN NY.TA52 D1IPNI) DNINWN YIPN NXIVINNN NIIWHM DIIN
5557 ©YDIN VIYI) DPN HTINN MNNWNL DIDIDI DINY 11D NN 7PXIINY DN MY HY DOWTN

(150 551y 1
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9 5995199199 2N .2.6.1

: DNNNA TN DYPNN 0920 , b, ™ 5511 NIn MmpHn 2INNY NNaNa

. . . bj . . . 1
well +q. K] + T + Rnotm’j =/ + Q.1 + bg_lﬁt (20)
t

b} = b [P, :xan 19IN2 025829 0503302559101 23N TN TWND
: NI TOND THNY DY DY NNIN NYI Y0 25 DOW)

HtBankz_bE9< 1 — 1 > (21)

Snom B,nom
R t R t

DN NN 2IND M) YIONIN NN DY PPN NN NDPON NYNIOY NNINA ,NYO
N P2 AIPY 79 HDI IR NN DY NIYNKI ITO ONIND DWIAPN (0NN IND
: TPNDAPND NPYINM TONIN NN P2 ,1P91NHNN

RE™™ = RIE[My44] (22)

29N OPNNN PPN NYPYN L) DRI — /TIVIIIND MIVINR TDIN MNIN NUYNI IMN
Y DRIV 20)ND DN YININ

(PLINY DY) D¥NN) MVDINNND MINN .2.6.2

NN NNANN NP IWNRD | Dixit-Stiglitz 1nD1w »95 MVLDNNNN MINN SY NNIN 9 DY
PVITIVD NIN PINAN . PNNN IR NYIPY 1T NN IN DTN 1IN NN NN HIY
(N9DI W LN NMIND) TTIND NITYD MIVNN NMITIPIN PN 199

MO NY PROYNY NN, NNV DI X NIXMHN NNN DI TUNRD ,MNT NN DY 87 NdI)
TN 9D AN YTIY 7DITINY” DMVN DN YN NN YIAPY 1Y TWANDY YVDINMNN
,DOMINN NN YT DY NYNIANND NIND ODNIN DTIND NNYTA,NYPYNDI NDMIIND vRvNn
D2 8 D29 0NN WIPIAN NYNPND NI NHIND IV MINDDVIND TIND)

MAXN DO0WN PIVN NIV NN MDY MNPIN DI 01N MINID MINTIAD NN
AN OIINT 2P — NNT NN NOXPND 199,19 110D .90 1IN MOV Y PNN DNMIN N9
N NYTY NN TWRD ,NNNY PNN WIAPS N21D1 1991 ,NNY DI XN NINMND NN D
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XD VIPXAN PN NN URIND NYTY NN ,YIAPNVY p; NN DI NIY .NDIM TRIY vIp an

.DYPON MY INVNVAN MYNIN MNP 19N .y;(p;)
NTIAYY PN DY MNTIAN 93 D DDAPNY .TPIN MDY NIWINN NNVIN YNNI 25¢3
DY 1PN MON INNX DN L)D 1A .OT NN NN NNY NI POMVAIN DN ININI
£ INMN NNPANY MNON
K; a  w

—t — (23)

N D9 OV NPONIN TN MOYN )0 D

1-a

MC, 1(Wt)

- (2 (ﬂ)“ (24)

a

MM XD, NN NN DY DYPNNA P NNIDNY NINION DD Y NN TPV MOYN O)
8D 9NAN NNV
(N NTIAYD VIPIAN IRNWN D PN

a

K:
t

N PNY VIPIAN IRNY

a-1

Ki
qt = MCt * (XAt (L_)

t

,NNMT DTN 9D HONIWN IXIND NYP NX DN PNN L,NDOIWN MIND DY DTIND NNmYTa
JPHNIN DPDIVN MDY ND9ON D) THIY XD DN

MYAP MNPAN DI 10 DMWIAPNY ,NNN 9D TPNDNIOPN MYNIN MNPIN VY 2502
)2 Oy 5NN YYD MSYN Yyn (markup) ©WINNA MIAP NN XINY ,NNT PHN
ORI TN MOYN )2 O3, 1715551 DXPNNN NNID NNY NYDIP NNIINY NN
D>PNN YW MIPNY DINRNNN ONINN N .MC, = u~t . markupn Yv 9N MwY Nap
NN DN 2N VPON PN NNSYHYI MODMINND MINH NIDIND .PVIYND DIYWIN)
ANNN TIV DY 7NN NYOWNN NN MNP markupnw N1 .PVIZNT NN NIRYI DY PNNN
.DYPNN MNP DY 25599 DIDY NAN PYDA 12D .NPINIDTN DY KDY, TNIYN
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DX PHN MNPYP .2.6.3

,NMPN 951 .(Calvo 1983) 125 mMnY oXNN2 ,0°1NN MNMYP 29591 STINY G0N NYO
MIINDN2 PNHND IR NNYO NINTIN NYIAPN MOVDNNNN MINNT NNYMN NI

D>PNN DY OO ©INN NN O = 0 512021, 0NNN MPATY T NN G wrd)) 1 — 6
NIVNL NNPID N NN NN OXINN NNOPNHD NN TUNRD ,10Y .(POVND DXV
: NI PN DIVAIND DY NN NITYY MIANDN

[e9) i . —y
mc}x {Et Z . 0° Qtesr (PZ - pt+rMCt+T) (pt]/pt+‘[) Yt+r}
p; T=

NYAIP NNRIPON 2D DOYAPN .MNPON Yoya DW (SDF) ")rnn 0T1pn” NN Q¢ ¢+ TWND

MCy = PTHN IWYNRD 7PNV PININD INND) MOMVINN NNNNN KV OXNNA NN
Z(ﬁt == T[t _ﬁ,MCt/MC_ 1

7ty = BE ftppq + KT, (25)
NI TPONIN TN MDYD DNYA MINDAPNRM DY MYININ TUND 709 NIMPY” SN
SV (P2YVPARN) YVPION MNPIN OTPR? XN B omen .k = (1 —-60)(1 — B6)/6

N TPONIN PDIWN MDYN 1D ININD NN NDONN 11D NRNWNIN .(NMNDN) NN DYa
, 100 L(DTIPN PYON) YVDINANMN NNNN DY) DY) DXPNN DY N7 NAY NYIAP

(123 ) yap Y MY SY IRNWNN NASNN T DY DXPNN MMYP NOINN ,OTINd
{(25) 70 1IN 7DD NMIPY” DY NNNWNI

X 0N, TNY N9 NN TONN NIN NN NYAP 1AW AN NN NPNIND IRNYNN

DYVN) DN DYPNNN YN TPDIVN MY DNPYY AN PIN NN TINDIPRY DTV

95 ,mc; = 0 92pna IR,k = 0 DN ,0 = 0 DOwIN) 0PN DY 91251 . TIND
925 PR L1219 . PVIND NNYP (IXIN IWI~) TN MDY, 1IN (AS) D999 nmpy

DYPNN PTYY MDD MNPV DIVA ,I¥92 MINTIPRM TPNDAPND NPN P NNONN
.02 DWW NOD
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: D120 7D NMPY” NN DIV IWAN

[ee]
#, = KZ BT E,it,,, (26)
7=0

TN D 795 20 DYVWY VO .IDWN MOYN DY NMVDN DY NNN DIDD NN TPXDIONMD 10D
DY) DXPNN DV NIPN OO MNWN PN TN DN IONNN MNUN DY ONRNHY
JDON TPNDAPN DYDAPNI ,NPVLO NA PN 1991, NP NN NIDWN MDY, POIvND

N2X0 70 N DX ,DMINR DNINWN DY 30NN TN DY NYIVN MY T PIAND TWIN
7292 NPNYAPNN NN MIVN DT DY) DYPNN DY DTN .NIOINNN NI NDY W WD
NPY YNINND 9137 NNIOPPIN DTN, NNT NNIYY .0MINN DXVPIN NID (w19 H557)
25 RNYNI IND) NNV TPONRIN THIOWN MOYYN DX P OPWN NP NIXDAPNI 1T PYN
Y920 TINWN P2 WP DTN NIDIN L0 NIMIPY” NN NIDIN TUND 1M .(DvD
TPNIVIDTN NN MIAY AP (TOININ TPOIWN MDYN) ONM MINWN PaY [ (NI8DION)
PONOPN

ANV NPT .2.6.4

INNNNN TN NON DX NIVYNI NNPI TUR ,MINDANPNR T NNNND NPPTH NM)
: N2 19IND 10(0%N1)))

2 = max (0, (p5 + 1) + ¢ (m, — 1) + ¢y, V) (27)

NN IR OOPPYITI Py > 1M .1+ pS = (B5)7L Y, =V, /V — 1.7 wnd

72O = pS A AINM YAPRA NI S NIMV

NODNM (T = TT) PAOIYTNA TPNOIPRND TY Y NNYY NIONND M5IDN PNy M

IYON L(FPDOV TPNNY NI NPT PNND IWAN) NNMP NPNX NN DY INNNNN
,TOINDN . OO0 D207 52 13 DWW S0 )Y NNNDI2 Y0IZ11PNPND DWW DD wIaD
NPND NN 7O ANNWNIY IN PN TN MINDIPND TV DY 9NWY NNDNN NPTH ON

MC, = p=1x,0 = MC, nynp Non 1900 199wN MYYN %3 YpNne 1202, DnNn

TOPRPHNN TPDIN I ,7MLYIY NNNKY YIRD NRYY DXV DINN DIND MVP MHPPY N 10
DY 2170 DY TNVDIN ,TIN NIM JAN PNV DY NPNRY AT INY NPNY N1DIN N1 NOYNIN
DI MDY ONPIWN 1PV INYID YDOVPAN GOV NNNN NTIY NINN DOYNINY
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DYPNNY ININ DY IRNYNID NN 7D’ NIRNYNIY JY NAINNA YVINPNPR NV ,IN0DD
.(Eggertsson and Krugman, 2012) 87 ,p0oNn> Down)

MIRNYNI )INY IWARY 293 — PN NTNN YNYIV NN NTIIY I NIYIAY 75 NION
oY N9 PRY NIPN ININD MNOAPN P2 (tradeoft) NOONN PN N - (25 )1 (2)
YRR NN

DY DDA D NRNPN I TPXDAPNRN TV DY NIVYO MIONNY 21DIND P2 ,010°09
DY) DPNN

INVIVNI TNY AN 2.7

NN NN MNP NONNN INRIN INNNY ,NMIAIN NN NN NIY 2AYIN THIYN ANNDN
(P9I VYY) PIPINN NTNN YTV INRD DVIDNND NN NPNDIDPON TPON NN PININ
DTN HY TPXIVNID 1O9Y PNNNON MM NN YNINT IPNNN DY NPIAPIYN INMIN
DDIAN POY OURIN NPNRN HLMINONNDT MNVPI 19555 111N MDY NINRNIN 2P0 NIWANND
oy 0N D) WYoann WX (Benigno et al., 2020) Sv oaNn XN DMVHNIHN NN
NI DN DAY PONIYND DTN DI TINMN DMIVNINN LYY NIV DIDPN DMIVNI
NNINN MNPYP DY DXI0NI NINN NTNN ,WIYIN DTN : ON DO TINMN DIVNIAN DV
mrnm ,(Gertler and Karadi, 2011) S¥ 09pnn Tinn 00199 0) N .2INY DN
SIND TIMT NN

"The point is that if you have a conceptual model of some aspect of the world, which you Know !

is at best an approximation, it’s ok to see what that model would say if you tried to make it
.numerically realistic in some dimensions."(Eggertsson and Krugman, 2012)
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