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1 of 1 people found the following review helpful. Essentia theory on the effects of interest rate manipulationBy Derek
Zweiglt was refreshing to read the original theory of the natural rate. Wicksellrsquo;swork isingenious, a must read
for any aspiring economist or anyone wishing to better understand one of the theoretical foundations on effects of
interest rate fluctuations and the interdependence of interest rates and prices. Once the reader grasps the concept of the
natural rate, it is found to be logical and for the most part consistent. There were some portions, primarily regarding
the effects of improved productivity on the natural rate of interest, which are difficult to follow with consistent
logichellip;though Irsquo;m sure it was my mistaken ability and not the authorrsquo;s.The introduction by Bertil Ohlin
does justice to the author and summarizes the thesis well. The author does a solid job of explaining the ability of price
levels (absolute, not relative) to rise and fall despite interest rates being such that savings and investment arein
equilibrium. However, these movements are only temporary and based on current supply/demand conditions, whereas
long-term movements depend on the level of money rates relative to the natural rate (which isfor the most part
determined by the level of real capital or savings).The author dedicates some time attempting to support his theory
empirically, but often admits that his attempts must be futile as the natural rate is nearly impossible to measure ex-
post. The end of the book has some discussion on how the natural rates of different nations will find equilibriumina
global economy with free trade, as well as afew pages on bimetallism. However, these are not focal points. The very
end isamost comical as the author talks about a global banking cooperative which voluntarily sacrifices competition
in hopes of maintaining price levels. A nice thought, but obviously not practical. Despite this, the original ideaaloneis
worth well more than the cost of the book. | will also note that many famous works by economists whom followed
Wicksell make common reference to the idea of the natural rate.
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