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FISHER’s Debt Deflation Theory of Great Depression (193

342 ECONOMETRICA

the alarm either of debtors or creditors or both. Then we may deduce
the following chain of consequences in nine links: (1) Debl iquidafion
leads to distress selling and to (2) Contraction of deposil currency, as
bank loans are paid off, and to a slowing down of veloeity of cireula-
tion. This contraction of deposits and of their velocity, precipitated
by distress selling, causes (3) A fall in the level of prices, in other words,
a swelling of the dollar. Assuming, as above stated, that this fall of
prices is not interfered with by reflation or otherwise, there must be
(4) A still grealer fall in the net worths of business, precipitating bank-
rupteies and (5) A like fall in profils, which in a * capitalistie,” that
is, a private-profit society, leads the concerns which are running at a
loss to make (6) A reduction in oulpul, in trade and in employment of
labor. These losses, bankruptcies, and unemploynent, lead to (7) Pes-
simism and loss of confidence, which in turn lead to (8) Hoearding and
slowing down slill more the velocity of circulalion.

The above eight changes cause (9) Complicafed disturbances in the
rates of inferest, in particular, a fall in the nominal, or money, rates and
a rise in the real, or commaodity, rates of interest.



ChA] 312 24

B~
()

T

Lt 09 O

P

as
=

SO 2 2H| &N X|

Ct
[

N
0|0, Bxj 2

—
(@)

)

—

=

—

Al

—

—

&7t

 —
AE

X
=

=

- 22Y 954 grjof o
A

- 7HA 9]

0
v

K
4

~NO

4

20113 Mo 2 X|

| 10l 35544 Ol PE

%29

=
T

*

=i

_|

VS
a1

Of =+

=5
=

o
i of

A
all

=Y
of O] IpF O] A[HE[RED EHY[= 02

AL

=

2XHoz [

=

=

[=)

, ZHA TR

P

A
L

H
T O

od
K

jol

=
o

Hm|._

®)
T

7

J

_
O

F

C
—

ds= A

=S MEE (D-A/PY)

Al X
= =

- 7HA 9]

20| 27EE 4



SXf CIZ0|M 22 A|Asle 4 e MM xoto| 28
- MAZEY| E312 220F MEO| o8] BAASSHS HfMEIE HHL S
- I 2 E bail-outdf] o8| HESME O A7 HHME SR Y- 7|
Aol M Qleish Mey
- PR O] B0 SOILIX| HEE HA| U OJA|ATN ZEHMS Lajsts
JloE B8 2O| +2/20] AU +EUIA HAH HEEHS £
- ESZIo C|ZH 0N U KBS HIUS| RLE D, HS LAl
MHS o= 2|Z#0| M (reflation) HHMS AZSIH £
“ J|HQIZ 0| M B3 &, 2500 OIS 3, AHAIIA 20| 52 17
*SIMNMNESES SN EH('13YE 2.5~3.5%) LHO|A S X| (‘'12.7.9 X 1.4%)
* HEQIZ0| VISR Y AN Q0[N 7|2lo] 0|2 &0
SRIAISHS 22 JIMBR|RE JhH o] ATASS ZAAH EHASRES
Q8|3 £ % A0 = Lo



oA RAAl 7t
PEEE A

C
d

&

CIPNESIZ RS L= PNIPN

1

-
0]

=2 o
= T

YX

=4

F

X
o

tAE = A

of &

=
T'__

2| At2

o
o8

Ho
Ho

CHOfl A M S22 ChH|

B

oF
4
1
Kl

gl

10

LHO

SAAEOA =05

Zt
(|

@)
A

& Uz=

2|7t O| ROl E

=0l DTl &

Al
—

M= =tE 2

o| 7tAF S

M

2tof| CH H|

Al
=



m AEQA HAE A|LIE| 29| A™AM

- FEHTFA XL 10% (KDI), 20% (KIF) &

st 7hE — Q9|7 YAIN el

- S A RHAFS|8 AK 80% (KDD), YBFE KO QI3 27} Jhzsi
@3t 0)0] PHY (KIF) —» SeHs

m) =ERFAN 7PA A S0] 2 a0l FOrN 2 0| AKX (A LIEFEH
- a5 g2 8l g de52 AGEA s FM FY ASHAM B= & Yt

- LTV ﬁLXﬂOﬂ OIH e} 7+

|.I-IEO| 7=|x|. ol _|Q:||

k)
sH LTVZL ¥ e =z &2 HH, X=dd-d



