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This paper analyses the relationship between the global imbalances and

the �nancial crisis. The imbalances were connected with the increase in

world savings emanating from the ‘savings glut’ countries, notably China.

This increase in savings led to a decline in world interest rates, and thus

to greater borrowing, especially in the United States. This borrowing was

for �nancing consumption, wars, and unwise rather than fruitful

investment, especially in housing. The failure to invest in fruitful

investments led to the �nancial crisis, and thus the decline in US and

world-wide aggregate demand. This was the indirect paradox of thrift. It is

to be contrasted with Keynes’s paradox of thrift, where the decline in

aggregate demand and output would have resulted directly from the rise

in world savings. The paper also discusses why there was not more

borrowing for fruitful investment, especially in developing countries,

hence avoiding the �nancial crisis.

https://doi.org/10.1093/oxrep/grs027
javascript:;
javascript:;
https://academic.oup.com/oxrep/search-results?page=1&tax=JEL/F32
https://academic.oup.com/oxrep/search-results?page=1&tax=JEL/F34
https://academic.oup.com/oxrep/search-results?page=1&tax=JEL/F4
https://academic.oup.com/oxrep/search-results?f_TocHeadingTitleList=Article


Sign in Get help with access

Personal account

Sign in with email/username &
password

Get email alerts

Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Sign in  Register

Institutional access

Sign in through your
institution

Sign in through your
institution

Sign in with a library card

Sign in with username/password

Recommend to your librarian

Institutional account
management

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Global imbalances and the paradox of thri� - 24 Hours access

EUR €53.00 GBP £44.00 USD $58.00

Rental

This article is also available for rental through DeepDyve.

https://www.deepdyve.com/lp/ou-press/global-imbalances-and-the-paradox-of-thrift-0zhe34L5e6?key=OUP
javascript:;
https://academic.oup.com/my-account/register?siteId=5230&returnUrl=http%3a%2f%2facademic.oup.com%2foxrep%2farticle-abstract%2f28%2f3%2f431%2f388981%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=oxrep
javascript:
https://academic.oup.com/oxrep/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5230&returnUrl=https://academic.oup.com%2foxrep%2farticle-abstract%2f28%2f3%2f431%2f388981%3fredirectedFrom%3dfulltext

