10.

11.

Contents

Acknowledgement . . . .. .. ... ... 13

Preface . . . . . . . . . . ... 15

Part One: Timeline

I
Brave New World: Macroeconomic Anomalies
and Premonitions of Crisis

A Brief History of Globalization. . . . . ... ... .... 33
Inequality and the Nation State. . . . ... ... ... .. 41
The Population Conundrum . . . . ... ... ....... 45
Migration, Growth and the Human Future . . . . . . .. 49
For Freedom and Markets . . . . . ... ... ....... 53
Market Economies and the End of History . .. ... .. 57
Dark Matter: Keeping Global Finances in Place? . . . . . 61
How About A Taylor Rule for India? . ... ... ... .. 65
Wanted: Economists for the 21 Century . . ... .. .. 69
The End of Macroeconomic Policy? . . . . ... ... ... 73



LOOKING BACK AT MACROECONOMICS 101 « ALOK S

HEEL

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

II
Lowering Skies Over the Global Economy:
The US Sub-prime Crisis

Sub-prime, Leverage and Contagion . . ... ... ...

Sub-prime and Monetary Policy. . . . . ... ... ...

Macroeconomics of Agflation . . . . ... .. ... ...
Inflation as a Tradable Commodity . . . . .. ... ...
A Brief History of Inflation . . . .. ... ........
Once Old Certainties Collapse. . . . .. ... ... ...
Restructuring Structured Finance. . . . . ... ... ..
Decoupled Globalization? . . ... ............
Caught the Second Time Around . . . . . ... ... ..

III
Apocalypse: Lehman and After

Life After Greenspan . . . . . ... ... ... ......

Sub-prime ImpactonIndia. . . . . ... ... ... ...



CONTENTS

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

......................................................... 9
The Future of Globalization . . . .. ... ... ..... 151
Lessons and Red Herrings . . . . .. ... ... ..... 157
Asia: The Aftermath of Crisis . . . . ... ... ..... 161
Eurozone’s Impossible Trinity . . . . .. ... ... ... 165
Waiting for ECB, and ‘Big Bertha”. . . . . ... ... .. 169
The Global Financial Crisis on its Sixth Birthday . . . . 173
The Crisis in Global Governance. . . . . . ... ... .. 177
Iv
The Coordinated Policy Response:
Rise and Decline of the G20

Global Financial Crisis and Economic Policy. . . . . . . 181
Seoul-searchingin G20. . . .. ... ........... 187
Infrastructure and Global Demand Rebalancing . . . . 191
The Unfinished Business of Global Rebalancing. . . . . 195
It’s a Long Road from Keynes to Cannes . . . . ... .. 199
Flawed Signals from Cannes . . . . . .. ... ...... 203
G20 and a New Political Economy

of Globalization . . . . ... ................ 207
New Lows at LosCabos? . . . . ... ........... 211
The Surprises of Los Cabos. . . . .. ... ... ..... 215
Building BRICS without Straw. . . . . ... ... .... 219

EMEs at St Petersburg: PeteringOQut . . . . . .. .. .. 223



47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

58.

59.

LOOKING BACK AT MACROECONOMICS 101 « ALOK SHEEL

EMEs at St Petersburg: Emerging Issues. . . . . .. .. 227
St Petersburg G20 Summit:

Unintended Consequences. . . . . ... .. ....... 233
Re-booting the G20 Framework. . . . . . ... ... .. 237
The Great Stagnationand the G20 . . . . . .. ... .. 241

Part Two: Thematic

\'/
Bail-out and Stimulus:
Global Financial Crisis and Fiscal Policy

Fiscal Paradoxes . . . . . .. ... .. ... .. ...... 245
New Role for Fiscal Policy?. . . . .. ... ... ..... 253
Growth Now, Need for Austerity Next . . . . . ... .. 257
Austerity and Growth: ARoad Map. . . .. ....... 261
How Risk-free is Domestic Sovereign Debt? . . . . . . . 265

Rogoff and Reinhart: How Much
Debtis CoolEnough . ... ... ... .. .. ...... 269

Resurgence and Limitations of Keynesianism. . . . . . 271
VI

Helicopter Ben: Global Financial Crisis
and Monetary Policy

Cowry Shells to HelicopterBen . . . . . ... ... ... 279

Quantitative Easing and the Great Recession . . . . . . 285



CONTENTS

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

......................................................... 11
Ben Bernanke, the Great Innovator. . . ... ... ... 289
The Central Banker’s Brahmastra . . . .. ... ... .. 293
Why the IMF May Be Wrong

on Inflation Targeting . . . ... ... ... ... ... 297
What Ben Bernanke Didn’'tSay . . . . ... ....... 301
When Rates Don’'t Matter . . . .. ... ......... 305
Inflation-control Dynamics . . .. ... ... .. .... 309

VII
The Dollar and Emerging Markets:
The International Monetary System

A Re-look at Dollar as the

International Reserve Currency? . . .. ... ...... 315
Revisiting Cross-border Capital Flows . . . . .. .. .. 319
The Rise and Decline of Fiat Money? . . . . . . ... .. 323
Drivers of the Gold Boom, Crash and.... . . . ... ... 327
TheDollarDrag . . . . ... .. ... ... ... .... 331
How Emerging Markets Deal

with Global Spill Overs . . . . ... ... ... .. .... 337
Pauseand Reframe . . . .. ... ... .......... 341

Frozen in Time: World Bank, IMF. . . . . ... ... .. 345



74.

75.

76.

77.

78.

79.

80.

LOOKING BACK AT MACROECONOMICS 101 « ALOK SHEEL

VIII
Will Next Time be Different?
Reforming Global Finance

Regulatory ChangeatRisk. . . . .. .. .. ... .... 349
Basel III: The Norms are Not Suited for

Emerging World Banking. . . . . . ... .. .. ..... 355
An Economics to Fit the Facts? . . . . .. .. ... ... 359
Ring-fencing Wall Street . . . . . . ... ... ... ... 363
Housing and Finance Stability. . . . .. ... ... ... 367

Financial Regulatory Reform:
A Mid-term Reality Check . . . . ... ....... ... 371

Financial Regulatory Reform:
Emerging Market Perspective . . . . .. ... ... ... 377

Postscript: Towards a New Macroeconomics 101? . . . . . 383



