Last update: 7-25-22

{3 o0

FINANCIAL CRISES AND RECESSIONS OF THE 215t CENTURY
SPRING 2022

This course will explore the dramatic financial and macroeconomic developments that the United
States has experienced over the last two decades. We will look at research on what factors
precipitated the boom and bust in the housing market in the early 2000s and how the resulting
mortgage crisis rippled through the global financial system and ultimately generated the most severe
economic downturn since the Great Depression. We will analyze the policies put in place to stabilize
the financial system, limit the economic fallout, and reduce the likelihood of future financial crises.
The course will then turn to the macroeconomic developments that have occurred in the two years
since the onset of the COVID-19 pandemic—including near-financial crisis of March 2020, the
massive displacement of workers in the early part of the pandemic, and the largely unexpected burst
of inflation in 2021. We will consider how the policy response to these events built on learnings from
the Great Recession, how and why it differed, and what lessons to take for the future.

Instructor: Professor Karen Dynan
kdynan@fas.harvard.edu
https://scholar.harvard.edu/kdynan

Office hours: Selected times on Wednesday and Thursday afternoons
To see the available appointments and sign up, go to this link

Teaching fellows: Liu Zhang
liuzhang@g.harvard.edu

Shani Cohen
shani_cohen@agq.harvard.edu

Raphael Raux
raphael raux@g.harvard.edu

Staff assistant: Eric Unverzagt, Economics Department, Littauer 316, North Yard
eunverz@fas.harvard.edu

Course schedule: Monday and Wednesday 1:30pm-2:45pm in Sever Hall 113

Course website: https://canvas.harvard.edu/courses/100546

PREREQUISITES. Intermediate macroeconomics (Ec 1011B or Ec 1010B) or by permission of the
instructor. Students should have some familiarity with businesses cycles and the models that
economists use to think about them (such as the 1S-LM model). Students should also be comfortable
reading non-technical research papers by economists.

LEARNING OBJECTIVES. The aim of this course is for you to understand and be able to engage in
informed discussions about:

e The social and economic forces and policy changes that laid the groundwork for the global
financial crisis of 2007-2008.


https://scholar.harvard.edu/kdynan
https://karendynanofficehours.acuityscheduling.com/schedule.php
mailto:liuzhang@g.harvard.edu
mailto:shani_cohen@g.harvard.edu
mailto:raphael_raux@g.harvard.edu
mailto:eunverz@fas.harvard.edu
https://canvas.harvard.edu/courses/100546
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¢ The developments in mortgage markets that precipitated the financial crisis—the home price
bubble, the factors that drove the increases in mortgage debt, and the debate over why
people default on mortgages.

e How the mortgage crisis turned into a full blown global financial crisis, including the roles of
leverage, financial engineering, the shadow banking system, and financial regulation.

¢ How policymakers ultimately arrested the financial crisis and what factors complicated their
decisions.

e The recessions that follow financial crises—what causes them, their human and
macroeconomic costs, and why the ensuing recoveries tend to be long.

e The European debit crisis.

¢ How financial regulation was changed to reduce the likelihood of another crisis and the
debate over whether these changes have been effective.

e The evolution of macroeconomic thinking over the first two decades of the 215t century and
how it has shaped policy decisions.

e The policy response to the March 2020 “dash for cash” and other measures deployed to
prevent another damaging financial crisis during the pandemic.

e The economic fallout from the COVID pandemic and the fiscal policies used to mitigate the
human and macroeconomic costs.

e The largely unexpected burst of inflation that occurred in 2021 and the difficult decisions it
implies for policymakers.

LECTURES. There will be two lectures each week. We will record lectures for those who are
isolating because of virus concerns but | strongly encourage that you otherwise attend in person. Be
sure to comply with the Harvard guidelines for masking and other pandemic-related protocols.

SECTIONS. Recommended. Time and place to be arranged.

READINGS. There will be a Canvas page for each lecture. You should consult these pages well in
advance of each class as they will describe the required preparation. Depending on the session,
preparation may involve readings, going through slides, watching videos, listening to podcasts, or
other tasks. In addition to the required readings, | will list key academic pieces that | draw from for
the class lectures. These pieces will be useful for students who want to do a deeper dive on the
topics. Some of the required reading will be on news websites that have paywalls, but Harvard
students should be able to access them all by following the instructions here.

ASSIGNMENTS. There will be five short (1-3 page) writing assignments for which students will be
asked, for example, to describe a policy that would address a specific challenge or summarize and
critique an empirical paper. You may confer with others as you prepare assignments, but your
thoughts must be written up independently. You must complete all assignments to pass the course.

Provisional assignment due dates [will be finalized by the first week of class]:

Assignment 1: Monday February 14
Assignment 2: Monday February 28
Assignment 3: Monday March 28
Assignment 4: Monday April 11
Assignment 5: Monday April 25

PARTICIPATION. Participation and engagement can take many forms. You can ask questions
during class, you can chat with me before or after class, you can come to office hours, and you can
post or react to articles on the EC 1746 Canvas Discussion Board.

EXAMS. The class will have a midterm exam and a final exam:


https://www.harvard.edu/coronavirus/campus-access/students/#student-checklist
https://ask.library.harvard.edu/faq/82141
https://canvas.harvard.edu/courses/100546/discussion_topics
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¢ The midterm exam will be held on Monday March 7 in class.
e The final exam will be a three-hour exam on Saturday May 7 at 9:00am

GRADES. Course grades will be determined from a weighted sum of the assignments (30%), the
midterm (30%), and the final exam (40%). | encourage participation and will adjust grades upwards
for those who contribute to constructive discussions.

COMMUNICATION. You should regularly check the Canvas class pages for information about
required preparation for each class (and for slides, recordings, and other follow-ups after each
class). We will also be sending out announcements via email with news about the class.

I will aim to arrive a few minutes early for informal discussion. | will also regularly stay after class for
guestions about the material, current events, or other topics you would like to discuss.

I will hold regular office hours every week starting at the end of January. | have blocked out time on
Wednesday and Thursday afternoons (ET). You can see the available appointments and schedule a
time at this website. | am planning to hold my office hours in person, but if that does not work for
you, email my assistant Eric Unverzagt to change the appointment to Zoom.

Feel free to contact me by email with concerns and questions. When you do so, please include “EC
1746” as part of your subject line. | will make every effort to get back to you in a timely fashion, but if
you do not hear back within 48 hours, please write again to make sure that | did not lose track of
your email.

CODE OF CONDUCT. Please be on time for the lectures. All course activities—including class
meetings, homework assignments, and exams—are subject to the Academic Integrity portion of the
Harvard College Handbook for Students. Academic misconduct of any sort will not be tolerated.

TECHNICAL SUPPORT. If you have any issues related to class recordings or the Canvas page,
contact Harvard University Information Technology at ithelp@harvard.edu or 617-495-7777.


https://karendynanofficehours.acuityscheduling.com/schedule.php
mailto:eunverz@fas.harvard.edu
https://handbook.fas.harvard.edu/book/academic-integrity#two
http://handbook.fas.harvard.edu/files/studenthandbookpdf/files/2015-16_fas_student_handbook.pdf
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Mon. January 24 Class 1 Course Introduction and Overview

Wed. January 26 Class 2 | The Economic and Financial Environment of the Early 2000s
Mon. January 31 Class 3 The Drive for Homeownership in the United States

Wed. February 2 Class 4 | The Basics of the Mortgage Boom and Bust

Mon. February 7 Class 5 Was the Mortgage Crisis a “Subprime Crisis”?

Wed. February 9 Class 6 From the Mortgage Crisis to the Broader Financial Crisis: Part 1
Mon. February 14 | Class 7 From the Mortgage Crisis to the Broader Financial Crisis: Part 2
Wed. February 16 | Class 8 Escalating Financial Market Stress and the Policy Response
Mon. February 21 NO CLASS: PRESIDENTS’ DAY

Wed. February 23 | Class 9 The 2008 Meltdown and the Policy Response

Mon. February 28 | Class 10 | Policies to Help Insolvent Banks and Struggling Homeowners
Wed. March 2 Class 11 | Where Does the Blame Lie?

Mon. March 7 Class 12 | MIDTERM EXAM

Wed. March 9 Class 13 | Bitcoin, Stablecoins, and CBDCs

Mon. March 14 NO CLASS: SPRING BREAK

Wed. March 16 NO CLASS: SPRING BREAK

Mon. March 21 Class 14 | The Euro’s Three Crises

Wed. March 23 Class 15 | Recessions and Their Costs

Mon. March 28 Class 16 | Fiscal Policy Choices during the Great Recession

Wed. March 30 Class 17 | Monetary Policy Tools Introduced during the Great Recession
Mon. April 4 Class 18 | Credit Policy as a Recession-Fighting Tool

Wed. April 6 Class 19 | Financial Reform, Part 1

Mon. April 11 Class 20 | Financial Reform, Part 2

Wed. April 13 Class 21 | The Evolution of Macroeconomic Thinking in the 215t Century
Mon. April 18 Class 22 | The Great Lockdown of 2020 and the Fiscal Response

Wed. April 20 Class 23 | The “Dash for Cash” and Other Pandemic Financial Stresses
Mon. April 25 Class 24 | High Inflation and Monetary Policy

Wed. April 27 Class 25 | Wrapping Up
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READINGS

The readings marked with ** are required. The other readings contain material that | will draw off for
the class lectures and will be useful for students who want to do a deeper dive on these topics.
Class 1—Course Introduction and Overview

The goal of this class is for you to come out with a good sense of what you will get out of the course
and some idea about how the material we will be covering in each individual class fits in with the "big
picture."

**Stiglitz, Joseph. Capitalist Fools. Vanity Fair, December 9, 2008.

** Davies, Howard. Bernanke, Paulson, and Geithner: Revisiting the 2008 Financial Crisis. The
Guardian. May 29, 2019

Class 2— Antecedents 1: Economic and Financial Environment

The goal of this class is to familiarize you with key background factors that will come up repeatedly
as we discuss how the financial crisis unfolded in coming classes.

** Greenspan, Alan. Consumer Finance. April 8, 2005.

Congressional Budget Office. The Distribution of Household Income. August 4, 2021. (There are a
lot of sources on trends in inequality over the decades but if you are interested in what's happened
at the household level over the last couple of decades, | think that CBO's numbers are the best.)

Congressional Budget Office. CBO’s Projections of Demographic and Economic Trends. (pages 60-
63 on interest rates). June 25, 2019.

Blanchard, Olivier and John Simon. The Long and Large Decline in U.S. Output Volatility. Brookings
Papers on Economic Activity. Spring 2001.

Rajan, Raghuram G. The Greenspan Era: Lessons for the Future. August 27, 2005.

Class 3— Antecedents 2: The Drive for Homeownership in the United States

The goal of this class is to offer background that will help you think about the role that the drive for
homeownership in the United States played as you learn more about the financial crisis in coming
classes.

** The Economist. January 18, 2020.

** By Ron Lieber for The New York Time. August 27, 2010

Congressional Budget Office. An Overview of Federal Support for Housing. November 3, 2009.

Frame, W. Scott and Lawrence J. White. Fussing and Fuming over Fannie and Freddie: How Much
Smoke, How Much Fire? Journal of Economic Perspectives 19(2): 159-184. Spring 2005.



https://www.vanityfair.com/news/2009/01/stiglitz200901-2
https://www.theguardian.com/business/2019/may/29/bernanke-paulson-and-geithner-revisiting-the-2008-financial-crisis
https://www.federalreserve.gov/boarddocs/speeches/2005/20050408/default.htm
https://www.cbo.gov/publication/57061
https://www.cbo.gov/system/files?file=2019-06/55331-Appendix_A.pdf
https://www.brookings.edu/wp-content/uploads/2001/01/2001a_bpea_blanchard.pdf
https://www.imf.org/en/News/Articles/2015/09/28/04/53/sp082705
https://www.cbo.gov/sites/default/files/cbofiles/ftpdocs/105xx/doc10525/11-03-housingprograms.pdf
https://www.aeaweb.org/articles?id=10.1257/0895330054048687
https://www.aeaweb.org/articles?id=10.1257/0895330054048687
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Glaeser, Edward L. Rethinking the Federal Bias Toward Homeownership. Cityscape: A Journal of
Policy Development and Research 13(2): 5-37. 2011.

Goodman, Laurie S., and Christopher Mayer. 2018. Homeownership and the American
Dream Journal of Economic Perspectives, 32 (1): 31-58. Winter 2018.

Class 4—The Basics of the Mortgage Boom and Bust

The goal of this class is for you to understand the defining traits of the mortgage boom and bust as
well as some key developments in mortgage finance that played a role.

** Minsky's Moment. The Economist. July 30, 2016.

Staff of the Financial Crisis Inquiry Committee. Securitization and the Mortgage Crisis. April 2010.

Staff of the Financial Crisis Inquiry Committee. The Mortgage Crisis. April 2010.

Class 5—Was the Mortgage Crisis a “Subprime Crisis”?

The goal of this class is for you to understand one of the most important debates around the
mortgage boom and bust of the early 2000s.

** Conklin, James, W. Scott Frame, Kristopher Gerardi, and Haoyang Liu. Did Subprime Borrowers
Drive the Housing Boom? Liberty Street Economics. February 26, 2020.

Adelino, Manuel, Antoinette Schoar, and Felipe Severino. Loan Originations and Defaults in the
Mortgage Crisis: The Role of the Middle Class. The Review of Financial Studies. July 2016.

Bhutta, Neil. The Ins and Outs of Mortgage Debt: An Update. FEDS Notes. December 7, 2015.

Bhutta, Neil, Jane Dokko, and Hui Shan. Consumer Ruthlessness and Mortgage Default during the
2007 to 2009 Housing Bust. Journal of Finance 72(6): 2433-2466. December 2017.

Ferreira, Fernando and Joseph Gyourko. A New Look at the US Foreclosure Crisis. NBER Working
Paper 21261. June 2015.

Foote, Christopher L., Lara Loewenstein, and Paul Willen. Cross-Sectional Patterns of Mortgage
Debt during the Housing Boom: Evidence and Implications. Federal Reserve Bank of Boston
Research Department Working Paper 16-12. January 2020.

Foote, Christopher L. and Paul Willen. Mortgage-Default Research and the Recent Foreclosure
Crisis. Federal Reserve Bank of Boston Working Paper No. 17-13. October 2017.

Mayer, Christopher, Karen Pence, and Shane M. Sherlund. The Rise in Mortgage Defaults. Journal
of Economic Perspectives, 23 (1): 27-50. Winter 2009.

Class 6—From the Mortgage Crisis to the Broader Financial Crisis: Part 1


https://dash.harvard.edu/bitstream/handle/1/8052149/Glaeser-RethinkingFederal.pdf
https://www.aeaweb.org/articles?id=10.1257/jep.32.1.31
https://www.aeaweb.org/articles?id=10.1257/jep.32.1.31
https://www.economist.com/schools-brief/2016/07/30/minskys-moment
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/2010-0407-Preliminary_Staff_Report_-_Securitization_and_the_Mortgage_Crisis.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/2010-0407-PSR_-_The_Mortgage_Crisis.pdf
https://libertystreeteconomics.newyorkfed.org/2020/02/did-subprime-borrowers-drive-the-housing-boom.html
https://libertystreeteconomics.newyorkfed.org/2020/02/did-subprime-borrowers-drive-the-housing-boom.html
https://academic.oup.com/rfs/article/29/7/1635/2607168
https://academic.oup.com/rfs/article/29/7/1635/2607168
https://www.federalreserve.gov/econresdata/notes/feds-notes/2015/the-ins-and-outs-of-mortgage-debt-an-update-20151207.html
https://onlinelibrary.wiley.com/doi/full/10.1111/jofi.12523
https://onlinelibrary.wiley.com/doi/full/10.1111/jofi.12523
https://www.nber.org/papers/w21261
https://www.bostonfed.org/publications/research-department-working-paper/2016/cross-sectional-patterns-of-mortgage-debt-during-the-housing-boom-evidence-and-implications.aspx
https://www.bostonfed.org/publications/research-department-working-paper/2016/cross-sectional-patterns-of-mortgage-debt-during-the-housing-boom-evidence-and-implications.aspx
https://www.bostonfed.org/publications/research-department-working-paper/2017/mortgage-default-research-and-the-recent-foreclosure-crisis.aspx
https://www.bostonfed.org/publications/research-department-working-paper/2017/mortgage-default-research-and-the-recent-foreclosure-crisis.aspx
https://www.aeaweb.org/articles?id=10.1257/jep.23.1.27
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The goal of this class is for you to understand some of key features of the shadow banking system;
we will build on this material in the next class when we discuss why the pre-crisis shadow banking
system was vulnerable to runs.

*The Repo Market Explained. WSJ | Video. October 24, 2019.

**Asset-Backed Commercial Paper (ABCP). Investopedia.

Baily, Martin Neil, Matthew S. Johnson, and Robert E. Litan. The Origins of the Financial Crisis.
Brookings Report. November 2008.

Pozsar, Zoltan. The Rise and Fall of the Shadow Banking System. Moody's economy.com. July
2008.

Staff of the Financial Crisis Inquiry Commission. The Shadow Banking System. May 2010.

Class 7—From the Mortgage Crisis to the Broader Financial Crisis: Part 2

The goal of this class is for you to understand some keyways in which the financial system was
exposed to losses and dysfunction in the period leading up to the financial crisis.

** | everage Ratio. Marginal Revolution University.

Adrian, Tobias and Hyun Song Shin. The Changing Nature of Financial Intermediation and the
Financial Crisis of 2007-09. Federal Reserve Bank of New York Staff Report no. 439. April 2010.

Brunnermeier, Markus K. Deciphering the Liquidity and Credit Crunch 2007-2008. Journal of
Economic Perspectives, 23 (1): 77-100. Winter 2009.

Duffie, Darrell. Prone to Fail: The Pre-crisis Financial System. Journal of Economic Perspectives, 33
(1): 81-106. Winter 2019.

Class 8—Escalating Financial Market Stress and the Policy Response

The goal of this class is for you to understand the early stages of the financial crisis—why stresses
began to mount, what policymakers did in response, and why things continued to escalate.

**The Day the Market Died. This American Life. October 3, 2008

Bernanke, Ben. Fed Emergency Lending. December 3, 2015.

English, Bill and Trish Mosser. The Use and Effectiveness of Conventional Liquidity Tools Early in
the Financial Crisis. September 2018.

Logan, Lorie, William Nelson, and Patrick Parkinson. Novel Lender of Last Resort Programs.
September 2018.

Swagel, Phillip. Legal, Political, and Institutional Constraints on the Financial Crisis Policy
Response . Journal of Economic Perspectives, 29 (2): 107-22. Spring 2015.



https://www.wsj.com/video/series/wsj-glossary/the-repo-market-explained/AB15EF0E-9407-41C7-921B-98F6B9789DC2
https://www.investopedia.com/terms/a/asset_backed_commercial_paper.asp
https://www.brookings.edu/research/the-origins-of-the-financial-crisis/
https://www.economy.com/sbs
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/2010-0505-Shadow-Banking.pdf
https://mru.org/courses/dictionary-economics/leverage-ratio-definition
http://www.newyorkfed.org/research/staff_reports/sr439.pdf
http://www.newyorkfed.org/research/staff_reports/sr439.pdf
https://www.aeaweb.org/articles?id=10.1257/jep.23.1.77
https://www.aeaweb.org/articles?id=10.1257/jep.33.1.81
https://www.thisamericanlife.org/365/another-frightening-show-about-the-economy/act-one
https://www.brookings.edu/blog/ben-bernanke/2015/12/03/fed-emergency-lending/
https://www.brookings.edu/wp-content/uploads/2018/08/01-Classic-LOLR-Prelim-Disc-Draft-2018.09.11.pdf
https://www.brookings.edu/wp-content/uploads/2018/08/01-Classic-LOLR-Prelim-Disc-Draft-2018.09.11.pdf
https://www.brookings.edu/wp-content/uploads/2018/08/02-Novel-LOLR-Prelim-Disc-Draft-2018.09.11.pdf
https://www.aeaweb.org/articles?id=10.1257/jep.29.2.107
https://www.aeaweb.org/articles?id=10.1257/jep.29.2.107
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Class 9—The 2008 Meltdown and the Policy Response

The goal of this class is for you to understand the specific events that drove the most intense phase
of the financial crisis, the trade-offs that policymakers were weighing as they took various steps to
rescue the financial system, and the consequences of these policy actions.

**[_earning the Right Lessons From the Financial Crisis. By Greg Mankiw for the New York Times.
July 27, 2018.

**Ten Years Later: A Conversation with Timothy Geithner (pages 7-11). By Timothy Geithner and
Andrew Metrick. October 18, 2018.

Bernanke, Ben S. Reflections on a Year of Crisis. Speech at the Federal Reserve Bank of Kansas
City's Annual Economic Symposium, Jackson Hole, Wyoming. August 21, 2009.

Jester, Dan, Matthew Kabaker, Jeremiah Norton, Lee Sachs. Rescuing the Mortgage Giants .
September 2018.

Liang, Nellie, Margaret M. McConnell, and Phillip Swagel. Evidence on Outcomes. November 2018.

Swagel, Phillip. The Financial Crisis: An Inside View. Brookings Papers on Economic Activity. Spring
2009.

Class 10—Policies to Help Insolvent Banks and Struggling Homeowners

The goal of this class is to finish off our discussion of the keyways in which the government mitigated
the financial crisis; after doing so (either in this class or the next class) we will circle back to review
the broad lessons we have learned.

*TARP Programs Website. US Treasury Department.

Abel, Joshua and Andreas Fuster. How Do Mortgage Refinances Affect Debt, Default, and
Spending? Evidence from HARP. Federal Reserve Bank of New York Staff Report No. 841.
February 2018.

Agarwal, Sumit, Gene Amromin, ltzhak Ben-David, Souphala Chomsisengphet, Tomasz Piskorski
and Amit Seru. Policy Intervention in Debt Renegotiation: Evidence from the Home Affordable
Modification Program. Journal of Political Economy, Vol. 125, 3. June 2017.

Clark, Tim, Matt Kabaker, and Lee Sachs. The Banks: Reviving the System. September 2018.

Dokko, Jane and Karen Dynan. Ten Years Since the Financial Crisis: Some Lessons for Reducing
Risks to Households. November 2018.

Jester, Dan, David Nason, and Jeremiah Norton. Recapitalizing the Banking System. September
2018.

Liang, Nellie, Margaret M. McConnell, and Phillip Swagel. Evidence on Outcomes. November 2018.

Piskorski, Tomasz and Seru, Amit. Debt Relief and Slow Recovery: A Decade after Lehman.
December 1, 2018.



https://www.nytimes.com/2018/07/27/business/lessons-from-the-financial-crisis.html
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3246017
https://www.federalreserve.gov/newsevents/speech/bernanke20090821a.htm
https://www.brookings.edu/wp-content/uploads/2018/08/09-GSEs-II-9_10-REV-Prelim-Disc-Draft-2018.09.11.pdf
https://www.brookings.edu/wp-content/uploads/2018/08/15-Outcomes-Prelim-Disc-Draft-2018.12.11.pdf
https://www.brookings.edu/bpea-articles/the-financial-crisis-an-inside-view/
https://www.treasury.gov/initiatives/financial-stability/TARP-Programs/Pages/default.aspx
https://www.newyorkfed.org/research/staff_reports/sr841.html
https://www.newyorkfed.org/research/staff_reports/sr841.html
https://www.journals.uchicago.edu/doi/10.1086/691701
https://www.journals.uchicago.edu/doi/10.1086/691701
https://www.brookings.edu/wp-content/uploads/2018/08/06-Banks-II-9_10-REV-Prelim-Disc-Draft-2018.09.11.pdf
https://www.stlouisfed.org/~/media/files/pdfs/hfs/assets/2018/tipping-points/dokko_dynan_tipping_points_paper_2018_11.pdf?la=en
https://www.stlouisfed.org/~/media/files/pdfs/hfs/assets/2018/tipping-points/dokko_dynan_tipping_points_paper_2018_11.pdf?la=en
https://www.brookings.edu/wp-content/uploads/2018/08/04-Banks-I-Prelim-Disc-Draft-R3.9.11.pdf
https://www.brookings.edu/wp-content/uploads/2018/08/15-Outcomes-Prelim-Disc-Draft-2018.12.11.pdf
http://dx.doi.org/10.2139/ssrn.3303411
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Class 11—Where Does the Blame Lie?

The goal of this class is to pull together what we have learned about various potential contributing
factors to help you form your own opinions about where the blame lies for the financial crisis.

*ECIC report official conclusions. No need to read all 14 pages—ijust skim the bolded headlines.

**Dissent by FCIC members Hennessey, Holz-Eakin, and Thomas. Pages 414-417.

**Dissent by FCIC member Wallison. Pages 444-447.

Canner, Glenn and Neil Bhutta. Did the CRA Cause the Mortgage Market Meltdown? March 2009.

Duffie, Darrell. Prone to Fail: The Pre-crisis Financial System. Journal of Economic Perspectives.
Winter 2019.

Foote, Christopher L., Kristopher S. Gerardi, and Paul Willen. Why Did So Many People Make So
Many Ex Post Bad Decisions? The Causes of the Foreclosure Crisis . Federal Reserve Bank of
Boston Public Policy Discussion Paper No. 12-2. July 2012.

Financial Crisis Inquiry Commission. The Financial Crisis Inquiry Report . January 2011.

Class 12— MIDTERM EXAM

Class 13—Bitcoin, Stablecoins, and CBDCs (GUEST LECTURE BY TIM MASSAD)

The goal of this class is for you to gain a basic understanding of current policy issues around
cryptocurrency.

Class 14—The Euro’s Three Crises

The goal of this class is for you to understand the Euro crisis and gain some insight into sovereign
debt crises more generally.

*Who is to Blame for Greece's Crisis?, by Mohamed el-Erian for The Guardian. May 18, 2012.

Feldstein, Martin. The Political Economy of the European Economic and Monetary Union: Political
Sources of an Economic Liability. Journal of Economic Perspectives. Fall 1997.

Frankel, Jeffrey. The Euro's First 20 Years. January 2019.

Shambaugh, Jay. The Euro’s Three Crises. Brookings Papers on Economic Activity. Spring 2012.

Class 15—Recessions and Their Costs

The goal of this class is for you to understand the costs of recessions so that you can fully
appreciate what was at stake in developing policies to fight the Great Recession.


http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_conclusions.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_hennessey_holtz-eakin_thomas_dissent.pdf
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_wallison_dissent.pdf
https://www.minneapolisfed.org/article/2009/did-the-cra-cause-the-mortgage-market-meltdown
https://www.aeaweb.org/articles?id=10.1257/jep.33.1.81
https://www.bostonfed.org/publications/public-policy-discussion-paper/2012/why-did-so-many-people-make-so-many-ex-post-bad-decisions-the-causes-of-the-foreclosure-crisis.aspx
https://www.bostonfed.org/publications/public-policy-discussion-paper/2012/why-did-so-many-people-make-so-many-ex-post-bad-decisions-the-causes-of-the-foreclosure-crisis.aspx
http://fcic-static.law.stanford.edu/cdn_media/fcic-reports/fcic_final_report_full.pdf
https://www.theguardian.com/business/economics-blog/2012/may/18/who-blame-greece-crisis
https://www.aeaweb.org/articles?id=10.1257/jep.11.4.23
https://www.aeaweb.org/articles?id=10.1257/jep.11.4.23
http://www.jeffrey-frankel.com/2019/01/28/the-euros-first-20-years/
https://www.brookings.edu/bpea-articles/the-euros-three-crises/

Last update: 7-25-22

**The Lasting Scars From Graduating in a Recession, by Jesse Rothstein and Lisa Kahn
for EconoFact. December 12, 2020.

Congressional Budget Office. Understanding and Responding to Persistently High Unemployment.
February 16, 2012.

Davis, Steven J. and Till Von Wachter. Recessions and the Costs of Job Loss. Brookings Papers on
Economic Activity. Fall 2011.

Hoynes, Hilary W., Douglas L. Miller, and Jessamyn Schaller. Who Suffers During Recessions?
National Bureau of Economic Research Working Paper No. 17951. March 2012.

Kahn, Lisa B. The Long-term Labor Market Consequences of Graduating from College in a Bad
Economy. Labour Economics 17(2): 303-16. April 2010.

Parker, Jonathan A. and Annette Vissing-Jorgensen. The Increase in Income Cyclicality of High-
Income Households and Its Relation to the Rise in Top Income Shares Brookings Papers on
Economic Activity. Fall 2010.

Rothstein, Jesse. The Lost Generation? Labor Market Outcomes for Post Great Recession
Entrants.. NBER Working Paper No. 27516. July 2020.

Yagan, Danny. Employment Hysteresis from the Great Recession. Journal of Political Economy.
September 2019.

Class 16—Fiscal Policy Choices during the Great Recession

The goal of this class is for you to understand the fiscal policy choices made during the Great
Recession and how they shaped our thinking about countercyclical fiscal policy going forward.

**|_etter to Senator Simeon Hess Outgoing President Herbert Hoover. February 21, 1933.

**The Rise of the Anti-Keynesians. The Economist. April 16, 2011.

Berger, David, Nicholas Turner, and Eric Zwick. Stimulating Housing Markets. National Bureau of
Economic Research Working Paper No. 22903. December 2016.

Bernanke, Ben. S. Financial Panic and Credit Disruptions in the 2007-09 Crisis. Brookings Blog.
September 13, 2018.

Congressional Budget Office. Policies for Increasing Economic Growth and Employment in 2010 and
2011. January 2010.

Furman, Jason. The Fiscal Response to the Great Recession: Steps Taken, Paths Rejected, and
Lessons from Last Time. September 2018.

Green, Daniel, Brian T. Melzer, Jonathan A. Parker, and Arcenis Rojas. Accelerator or Brake? Cash
for Clunkers, Household Liquidity, and Aggregate Demand. National Bureau of Economic Research
Working Paper No. 22878. May 2018.

Class 17—Monetary Policy Tools Introduced during the Great Recession
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https://econofact.org/the-lasting-scars-from-graduating-in-a-recession
https://www.cbo.gov/publication/42989
https://www.brookings.edu/wp-content/uploads/2011/09/2011b_bpea_davis.pdf
https://www.nber.org/papers/w17951
https://www.sciencedirect.com/science/article/abs/pii/S0927537109001018?via%3Dihub
https://www.sciencedirect.com/science/article/abs/pii/S0927537109001018?via%3Dihub
https://www.brookings.edu/bpea-articles/the-increase-in-income-cyclicality-of-high-income-households-and-its-relation-to-the-rise-in-top-income-shares-with-comments-and-discussion/
https://www.brookings.edu/bpea-articles/the-increase-in-income-cyclicality-of-high-income-households-and-its-relation-to-the-rise-in-top-income-shares-with-comments-and-discussion/
https://www.nber.org/papers/w27516
https://www.nber.org/papers/w27516
https://www.nber.org/papers/w23844
https://iowaculture.gov/history/education/educator-resources/primary-source-sets/new-deal/president-herbert-hoovers-letter
https://www-economist-com.ezp-prod1.hul.harvard.edu/united-states/2011/04/14/the-rise-of-the-anti-keynesians
https://www.nber.org/papers/w22903
https://www.brookings.edu/blog/ben-bernanke/2018/09/13/financial-panic-and-credit-disruptions-in-the-2007-09-crisis/
https://www.cbo.gov/sites/default/files/111th-congress-2009-2010/reports/01-14-employment.pdf
https://www.cbo.gov/sites/default/files/111th-congress-2009-2010/reports/01-14-employment.pdf
https://www.brookings.edu/wp-content/uploads/2018/08/12-Fiscal-Policy-Prelim-Disc-Draft-2018.09.11.pdf
https://www.brookings.edu/wp-content/uploads/2018/08/12-Fiscal-Policy-Prelim-Disc-Draft-2018.09.11.pdf
https://www.nber.org/papers/w22878.pdf
https://www.nber.org/papers/w22878.pdf

Last update: 7-25-22

The goal of this class is for you to understand monetary policy choices made during the Great
Recession and how they shaped our thinking about countercyclical policy going forward.

**An Open Letter to Ben Bernanke. E21 Staff. November 15, 2010.

**"Helicopter Ben" Confronts the Challenge of a Lifetime. By Martin Wolf for the Financial Times.
December 16, 2008.

Forbes, Kristin. Policy Implications of a Low Interest Rate Environment: The UK Experience .
presentation at the 62nd Annual Federal Reserve Bank of Boston Economic Conference. September
2018.

Gagnon, Joseph E. and Brian Sack. QE: A User’s Guide. Peterson Institute for International
Economics Policy Brief 18-19. October 2018.

Kuttner, Kenneth N. Outside the Box: Unconventional Monetary Policy in the Great Recession and
Beyond. Journal of Economic Perspectives 32(4). Fall 2018.

Rudebusch, Glenn. A Review of the Fed’s Unconventional Monetary Policy. Federal Reserve Bank
of San Francisco Economics Letters. December 3, 2018.

Class 18—Credit Policy as a Recession-Fighting Tool

The goal of this class is to familiarize you with US government credit policy and how it affected the
economy and individuals in the years following the financial crisis.

**Putting Student Loan Forgiveness in Perspective: How Costly is It and Who Benefits? By Adam
Looney for Brookings. February 12, 2021.

Dynan, Karen. What's Wrong with Student Loans (and How to Fix It). October 2019.

Looney, Adam, and Constantine Yannelis. A Crisis in Student Loans? How Changes in the
Characteristics of Borrowers and in the Institutions They Attended Contributed to Rising Loan
Defaults. Brookings Papers on Economic Activity. Fall 2015.

Looney, Adam. Reauthorizing the Higher Education Act: Strengthening Accountability to Protect
Students and Taxpayers. Testimony Submitted to the U.S. Senate Committee on Health, Education,
Labor and Pensions. April 2019.

Lucas, Deborah. Credit Policy as Fiscal Policy . Brookings Papers on Economic Activity. Spring
2016.

Passmore, S. Wayne and Shane M. Sherlund. The FHA and the GSEs as Countercyclical Tools in
the Mortgage Markets. Economic Policy Review. December 2018.

Urban Institute. Housing Finance at a Glance: a Monthly Chartbook. March 2022.

Class 19—Financial Reform, Part 1
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https://economics21.org/html/open-letter-ben-bernanke-287.html
https://www-ft-com.ezp-prod1.hul.harvard.edu/content/d049482c-cb8f-11dd-ba02-000077b07658
https://www.bostonfed.org/-/media/Images/research-conference-2018/presentations/forbes-presentation.pdf
https://piie.com/system/files/documents/pb18-19.pdf
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.32.4.121
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.32.4.121
https://www.frbsf.org/economic-research/publications/economic-letter/2018/december/review-of-unconventional-monetary-policy/
https://www.brookings.edu/blog/up-front/2021/02/12/putting-student-loan-forgiveness-in-perspective-how-costly-is-it-and-who-benefits/
https://scholar.harvard.edu/kdynan/presentations/whats-wrong-student-loans-and-how-fix-it
https://www.brookings.edu/bpea-articles/a-crisis-in-student-loans-how-changes-in-the-characteristics-of-borrowers-and-in-the-institutions-they-attended-contributed-to-rising-loan-defaults/
https://www.brookings.edu/bpea-articles/a-crisis-in-student-loans-how-changes-in-the-characteristics-of-borrowers-and-in-the-institutions-they-attended-contributed-to-rising-loan-defaults/
https://www.brookings.edu/bpea-articles/a-crisis-in-student-loans-how-changes-in-the-characteristics-of-borrowers-and-in-the-institutions-they-attended-contributed-to-rising-loan-defaults/
https://www.help.senate.gov/imo/media/doc/Looney.pdf
https://www.help.senate.gov/imo/media/doc/Looney.pdf
https://www.brookings.edu/wp-content/uploads/2016/03/lucastextspring16bpea.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3298959
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3298959
https://www.urban.org/research/publication/housing-finance-glance-monthly-chartbook-march-2022

Last update: 7-25-22

The goal of this class is for you to learn the major ways in which US financial regulation was
changed after the financial crisis.

**Rover the Requlator. The Economist. September 8, 2012.

Aikman, David, Jonathan Bridges, Anil Kashyap, and Caspar Siegert. Would Macroprudential
Requlation Have Prevented the Last Crisis? Mimeo, July 2018.

Bernanke, Ben. S. Ending “Too Big to Fail: What’s the Right Approach? Brookings Blog. May 13,
2016.

Elliott, Douglas J., Greg Feldberg, and Andreas Lehnert. The History of Cyclical Macroprudential
Policy in the United States. Office of Financial Research Working Paper #0008. May 2013.

Tarullo, Dan. Stress Testing after Five Years . June 2014.

Tarullo, Dan. Financial Requlation Since the Crisis . December 2016.

Tarullo, Dan. Financial Requlation: Still Unsettled a Decade after the Crisis . Journal of Economic
Perspectives. Winter 2019.

Class 20—Financial Reform, Part 2

The goal of this class is for you to learn the major ways in which US financial regulation was
changed after the financial crisis and also to help you understand key outstanding questions and
unaddressed issues.

Aikman, David, Jonathan Bridges, Anil Kashyap, and Caspar Siegert. Would Macroprudential
Requlation Have Prevented the Last Crisis? Mimeo, July 2018.

Bernanke, Ben. S. Ending “Too Big to Fail: What’s the Right Approach? Brookings Blog. May 13,
2016.

Elliott, Douglas J., Greg Feldberg, and Andreas Lehnert. The History of Cyclical Macroprudential
Policy in the United States. Office of Financial Research Working Paper #0008. May 2013.

Tarullo, Dan. Stress Testing after Five Years. June 2014.

Tarullo, Dan. Financial Requlation Since the Crisis. December 2016.

Tarullo, Dan. Financial Requlation: Still Unsettled a Decade after the Crisis. Journal of Economic
Perspectives. Winter 2019.

Class 21—The Evolution of Macroeconomic Thinking in the 215t Century

The goal of this class is for you to learn about some of the newer ideas that macroeconomists have
been discussing, with particular emphasis on their implications for policy.

*How Bidenomics Seeks to Remake the Economic Consensus. By Greg Ip for the Wall Street
Journal. April 7, 2021.
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https://www.economist.com/finance-and-economics/2012/09/08/rover-the-regulator
http://faculty.chicagobooth.edu/anil.kashyap/research/papers/Would%20macroprudential%20regulation%20have%20prevented%20the%20last%20crisis.pdf
http://faculty.chicagobooth.edu/anil.kashyap/research/papers/Would%20macroprudential%20regulation%20have%20prevented%20the%20last%20crisis.pdf
https://www.brookings.edu/blog/ben-bernanke/2016/05/13/ending-too-big-to-fail-whats-the-right-approach/
https://www.brookings.edu/wp-content/uploads/2016/06/15-history-cyclical-macroprudential-policy-elliott.pdf
https://www.brookings.edu/wp-content/uploads/2016/06/15-history-cyclical-macroprudential-policy-elliott.pdf
https://www.federalreserve.gov/newsevents/speech/tarullo20140625a.htm
https://www.federalreserve.gov/newsevents/speech/files/tarullo20161202a.pdf
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.33.1.61
http://faculty.chicagobooth.edu/anil.kashyap/research/papers/Would%20macroprudential%20regulation%20have%20prevented%20the%20last%20crisis.pdf
http://faculty.chicagobooth.edu/anil.kashyap/research/papers/Would%20macroprudential%20regulation%20have%20prevented%20the%20last%20crisis.pdf
https://www.brookings.edu/blog/ben-bernanke/2016/05/13/ending-too-big-to-fail-whats-the-right-approach/
https://www.brookings.edu/wp-content/uploads/2016/06/15-history-cyclical-macroprudential-policy-elliott.pdf
https://www.brookings.edu/wp-content/uploads/2016/06/15-history-cyclical-macroprudential-policy-elliott.pdf
https://www.federalreserve.gov/newsevents/speech/tarullo20140625a.htm
https://www.federalreserve.gov/newsevents/speech/files/tarullo20161202a.pdf
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.33.1.61
https://www.wsj.com/articles/how-bidenomics-seeks-to-remake-the-economic-consensus-11617796981
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Blanchard, Olivier. Public Debt and Low Interest Rates . February 2019.

Elmendorf, Douglas. Should We Reduce Federal Budget Deficits Now? April 2019.

Hooper, Peter, Frederic S. Mishkin, and Amir Sufi. Prospects for Inflation in a High Pressure
Economy: Is the Phillips Curve Dead or is It Just Hibernating? May 2019.

Ng, Michael and David Wessel. The Hutchins Center Explains: The Neutral Rate of Interest .
October 2018.

Summers, Lawrence H. Reflections on the New 'Secular Stagnation Hypothesis'. October 2014.

Yellen, Janet. Former Fed Chair Janet Yellen on Why the Answer to the Inflation Puzzle Matters .
October 2019.

Class 22—The Great Lockdown of 2020 and the Fiscal Response

The goal of this class is to give you an introduction to the pandemic recession and the fiscal
response.

**The Lasting Scars of the COVID-19 Crisis: Channels and Impacts. By Jonathan Portes for
VOXEU, June 1, 2020.

Chetty, Raj, John N. Friedman, Nathaniel Hendren, Michael Stepner, and the Opportunity Insights
Team. The Economic Impacts of COVID-19: Evidence from a New Public Database Built Using
Private Sector Data. November 2020.

Ganong, Peter, Pascal Noel and Joseph Vavra. US Unemployment Insurance Replacement Rates
During the Pandemic. August 2020.

Hubbard, Glenn, and Michael R. Strain. Has the Paycheck Protection Program
Succeeded? September 2020.

Lewis, Daniel, Karel Mertens, and James Stock. Tracking the COVID-19 Economy with the Weekly
Economic Index (WEI) . August 2020.

Romer, Christina D. The Fiscal Policy Response to the Pandemic . March 2021.

Ruffini, Krista, and Abigail Wozniak. Supporting Workers and Families in the Pandemic Recession:
Results in 2020 and Suggestions for 2021. March 2021.

Class 23—The “Dash for Cash” and Other Pandemic Financial Stresses

The goal of this class is for you to understand the financial and monetary policies deployed during
the current economic crisis.

**The Financial Crisis the World Forgot. By Jeanna Smialek for the New York Times. March 16,
2021.
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https://www.piie.com/publications/working-papers/public-debt-and-low-interest-rates
https://www.hks.harvard.edu/more/about/leadership-administration/deans-office/deans-presentations/should-we-reduce-federal
https://www.nber.org/papers/w25792
https://www.nber.org/papers/w25792
https://www.brookings.edu/blog/up-front/2018/10/22/the-hutchins-center-explains-the-neutral-rate-of-interest/
https://voxeu.org/article/larry-summers-secular-stagnation
https://www.brookings.edu/research/former-fed-chair-janet-yellen-on-why-the-answer-to-the-inflation-puzzle-matters/
https://voxeu.org/article/lasting-scars-covid-19-crisis
https://www.nber.org/papers/w27431
https://www.nber.org/papers/w27431
https://www.nber.org/papers/w27216
https://www.nber.org/papers/w27216
https://www.brookings.edu/bpea-articles/has-the-paycheck-protection-program-succeeded/
https://www.brookings.edu/bpea-articles/has-the-paycheck-protection-program-succeeded/
https://libertystreeteconomics.newyorkfed.org/2020/08/tracking-the-covid-19-economy-with-the-weekly-economic-index-wei.html
https://libertystreeteconomics.newyorkfed.org/2020/08/tracking-the-covid-19-economy-with-the-weekly-economic-index-wei.html
https://www.brookings.edu/bpea-articles/the-fiscal-policy-response-to-the-pandemic/
https://www.brookings.edu/wp-content/uploads/2021/03/SPEASP21_Ruffini-Wozniak_conf-draft_updated.pdf
https://www.brookings.edu/wp-content/uploads/2021/03/SPEASP21_Ruffini-Wozniak_conf-draft_updated.pdf
https://www.nytimes.com/2021/03/16/business/economy/fed-2020-financial-crisis-covid.html
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Aizenman, Joshua, Hiro Ito and Gurnain Kaur Pasricha. Central Bank Swap Arrangements in the
COVID-19 Crisis. March 2021.

Brauning, Falk and Teodora Paligorova. Uptake of the Main Street Lending Program. March 2021.

Cheng, Jeffrey, Tyler Powell, Dave Skidmore, and David Wessel. What is the Fed Doing in
Response to the COVID-19 Crisis? What More Could It Be Doing? March 2021.

English, William, and Nellie Liang. Designing the Main Street Lending Program: Challenges and
Options. June 2020.

Vissing-Jorgensen, Annette. The Treasury Market in Spring 2020 and the Response of the Federal
Reserve. April 2021.

Class 24—High Inflation and Monetary Policy

The goal of this class is for you to be able to engage in informed discussion about the rise in inflation
over the past year and the implications for monetary policy.

**Do not expect the Fed to engineer a soft landing, says WSJ's Greg Ip. CNBC. March 23, 2022.

Dynan, Karen. What is Needed to Tame US Inflation? Peterson Institute for International Economics
Realtime Economic Issues Watch. March 10, 2022.

Reifschneider, David and David Wilcox. The Case for a Cautiously Optimistic Outlook for US
Inflation. Peterson Institute for International Economics Policy Brief 22-3. March 2022.

Hazell, Jonathon, Juan Herreno, Emi Nakamura, and Jén Steinsson. The Slope of the Phillips
Curve: Evidence from US States. Quarterly Journal of Economics, forthcoming.

Kiley, Michael. Anchored or Not: A Short Summary of a Bayesian Approach to the Persistence of
Inflation. FEDS Notes, April 2022.

Class 25—Wrapping Up
The goal of this class is wrap up our EC 1746 semester!

Optional Google Form to submit your question. Any course-related topic is suitable, whether
backward-looking or forward-looking, practical or theoretical, financial or real-side.
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https://www.nber.org/papers/w28585
https://www.nber.org/papers/w28585
https://www.bostonfed.org/publications/current-policy-perspectives/2021/uptake-of-the-main-street-lending-program.aspx
https://www.brookings.edu/research/fed-response-to-covid19/
https://www.brookings.edu/research/fed-response-to-covid19/
https://www.brookings.edu/research/designing-the-main-street-lending-program-challenges-and-options/
https://www.brookings.edu/research/designing-the-main-street-lending-program-challenges-and-options/
http://faculty.haas.berkeley.edu/vissing/vissing_jorgensen_bonds2020.pdf
http://faculty.haas.berkeley.edu/vissing/vissing_jorgensen_bonds2020.pdf
https://www.cnbc.com/video/2022/03/23/do-not-expect-the-fed-to-engineer-a-soft-landing-says-wsjs-greg-ip.html
https://www.piie.com/blogs/realtime-economic-issues-watch/what-needed-tame-us-inflation
https://www.piie.com/publications/policy-briefs/case-cautiously-optimistic-outlook-us-inflation
https://www.piie.com/publications/policy-briefs/case-cautiously-optimistic-outlook-us-inflation
https://eml.berkeley.edu/~enakamura/papers/StateLevelCPIs.pdf
https://eml.berkeley.edu/~enakamura/papers/StateLevelCPIs.pdf
https://www.federalreserve.gov/econres/notes/feds-notes/anchored-or-not-a-short-summary-of-a-bayesian-approach-to-the-persistence-of-inflation-20220408.htm
https://www.federalreserve.gov/econres/notes/feds-notes/anchored-or-not-a-short-summary-of-a-bayesian-approach-to-the-persistence-of-inflation-20220408.htm

