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Article Information

Abstract

We explore the consequences of safe asset scarcity on aggregate demand in a stylized
IS-LM/Mundell Fleming style environment. Acute safe asset scarcity forces the
economy into a "safety trap" recession. In the open economy, safe asset scarcity spreads
from one country to the other via capital flows, equalizing interest rates. Acute global
safe asset scarcity forces the economy into a global safety trap. The exchange rate

This website uses cookies.

By clicking the "Accept” button or continuing to browse our site, you agree to first-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and traffic. For more
information on our use of cookies, please see our Privacy Policy.


https://www.aeaweb.org/
https://www.aeaweb.org/journals/aer
https://www.aeaweb.org/journals/aer
https://www.aeaweb.org/articles/pdf/doi/10.1257/aer.p20161108
https://www.aeaweb.org/privacypolicy

Caballero, Ricardo J., Emmanuel Farhi, and Pierre-Olivier Gourinchas. 2016. Safe
Asset Scarcity and Aggregate Demand." American Economic Review, 106 (5): 513-18.

DOI: 10.1257/aer.p20161108

Choose Format: v

Additional Materials

Author Disclosure Statement(s) (144.91 KB)

JEL Classification

E23 Macroeconomics: Production

E32 Business Fluctuations; Cycles

E43 Interest Rates: Determination, Term Structure, and Effects
E52 Monetary Policy

F41 Open Economy Macroeconomics

Copyright 2024 American Economic Association. All rights reserved.

Terms of Use & Privacy Policy

This website uses cookies.

By clicking the "Accept” button or continuing to browse our site, you agree to first-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and traffic. For more
information on our use of cookies, please see our Privacy Policy.


https://www.aeaweb.org/aer/ds/10605/P2016_1108_ds.zip
https://www.aeaweb.org/terms-of-service/site
https://www.aeaweb.org/privacypolicy
https://www.aeaweb.org/privacypolicy

