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Foreword to the Chinese edition

I am very thankful to Shao-kung Lin for his loving endeavour
of putting together this new edition of Chinese translations of my
selected papers. I remember first meeting Shao-kung, during my
brief stay at the University of Illinois, as a bright and eager young
student fresh from China. This was half a century ago, at a time
when contacts with China were almost non-existent. He was a
very good student and we became friendly. We shared many inter-
esting common experiences of which, I think, the most memorable
one was a series of lectures by the great scientist and universal ge-
nius Von Neuman at the dawn of the computer age, in which he
gave an axiomatic proof of the existence of life. It consisted in es-
tablishing the existence of an automaton that could reproduce it-
self, essentially relying on DNA, something which at that time had
not yet been discovered!

I have accepted with pleasure the invitation to co-operate in
this endeavour in the hope that my Chinese audience may find
some value and inspiration in my work. I regard it as an honour to
present my ideas in a country from which the West has had oppor-

tunity to learn so much—even in the area of monetary economics.
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The papers assembled in this volume include most of those
that I regard as my worthwhile contributions to macroeconomic
and finance throughout my scientific career of just about 60 years.
It opens with my first significant publication, “ Liquidity Prefer-
ence and the Theory of Interest and Money”in 1944, which lucki-
ly established my reputation, and ends with my latest contribution
to finance, “Risk-Adjusted Performance”in 1997 (written with my
granddaughter) .

The papers are arranged by topics in chronological order and
the topics are also similarly arranged in chronological order. They
trace my shifting interest over the years. The first two are in
macroeconomics and are concerned with an understanding of
Keynes’s great contribution and its implications for the design of
stabilisation policies. The next three focus on a specific macroeco-
nomic topic, the theory of saving. This is an area in which I first
became interested in the late 1940’ s, and finally resulted in the
“Life Cycle Hypothesis” of saving, one of the two contributions
that were cited in the Nobel award of 1985. It was developed with
the collaboration of Richard Brumberg, a brilliant young student
who tragically died in his 20’ s, just after the completion of our
work. This contribution basically shows that much of individual
and aggregate saving behaviour can be accounted as rational be-
haviour motivated by a preference for smoothing consumption in
the presence of variations of income both of a short-run, random
nature and of a long-run nature related to the life cycle of earn-
ings. A number of papers not included for lack of space provide

strong empirical evidence in support of the model.



