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Abstract

The early 1980s was an important watershed of U. S. economic and
social development. The Reagan Administration, which inaugurated in
1981, was determined in major reform for the U. S. society. At roughly
the same time, the Great Moderation of business cycle started, which
implied that macroeconomic volatility of U. S. had declined significantly
since early 1980s. The macroeconomists discussed intensively and
comprehensively about the causes of the Great Moderation. The consensus
was the good luck played some role, but the U. S. economic structure has
changed significantly, which changed the transmission mechanism of the
external shock. However, the abrupt Great Recession of 2007 — 2009
cooled off the discussion of Great Moderation, it even produced much
effect on the research of macroeconomics.

This book is a series of essays related with Great Moderation and Great
R ecession.

Chapter 2 surveys the history of business cycle theory and focuses on
the new development of business cycle research, such as Medium Term
Cycle, News, Expectation and Uncertainty. Besides that, the author

writes a brief literature review of macroeconomics research after the sub-
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Abstract

prime crisis, especially the financial factor in macroeconomic fluctuation,
the retrospect of the new-Keynesian and neoclassical framework, the new
direction of business cycle research. This chapter builds solid theoretical
foundation for the empirical analysis.

Chapter 3 studies the history of American business cycle since early
1980s, including the the policy of different administrations, the important
economic episodes. This chapter describes the economic fluctuation based
on the main macroeconomic indicators. Chapter 4 describes the
transformation of American economic structure, such as the GDP
expenditure structure, the industry structure, the financial system, the
national income distribution. The work above makes it possible to combine
the empirical study with the historical background.

Chapter 5 studies the stylized facts of American business cycle since
1980s, including the financial and monetary indicators, the labor market
and international synchronization. The main findings include: money
supply changed from pro-cyclical to counter-cyclical, the relative volatility
of employment increased, the labor productivity changed from pro-cyclical
to a-cyclical or counter-cyclical, emerging markets became more related
with U. S. business cycle. This study will help us to understand better the
feature of U. S. macroeconomic fluctuations.

Chapter 6 is a retrospect of Great Moderation. The industry structure
hypothesis still makes sense. It still made some contribution to the
macroeconomic stabilization. The inventory management of manufacturing
sector did not deteriorate. Nevertheless, the hypothesis of financial
innovation and monetary policy need re-examination. The financial
innovation was a two-edged weapon for macroeconomic stability. The risk
behind it was not fully recognized until the breakout of the financial crisis.

In Chapter 7, the author carries out historical comparison of Great
Recession. The Great Recession of 2007 - 2009 was the most severe
recession since World War II. However, it was less severe than the Great

Depression. The fluctuation of many variables was quite different during the
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two crises. The economic and social consequences were also different. In
the framework of long cycle, the Great Moderation and the Great
Recession was closely related. The macroeconomic stability encouraged the
transformation of industrial prosperity to speculation prosperity. This long
wave mode was very similar to the period before the Great Depression and
the first oil shock.

Chapter 8 studies the pace and mode of the economic recovery since
2009.

Chapter 9 focuses on some issues of Chinese business cycle, using the
knowledge of American business cycle. This chapter compares some stylized
facts of Chinese and American business cycle, discusses the stabilization of

Chinese business cycle in the perspective of medium and long cycle.
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