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The current literature on central banking contains two distinct branches. On the one side, research
focuses on the impact of monetary policy on economic growth, unemployment, and output-price
inflation, while ignoring financial aspects. On the other side, some scholars leave aside
macroeconomics in order to study the narrow, but crucial, subjects of financial behaviours, and
financial supervision and regulation. This book aims at merging both approaches by using
macroeconomic analysis to show that financial considerations should be the main preoccupation
of central banks. Eric Tymoigne shows how different views regarding the conception of asset
pricing lead to different positions regarding the appropriate role of a central bank in the economy.
In addition, Hyman P. Minsky's framework of analysis is used extensively and is combined with
other elements of the Post Keynesian framework to study the role of a central bank. 

Tymoigne argues that central banks should be included in a broad policy strategy that aims at
achieving stable full employment. Their sole goal should be to promote financial stability, which
is the best way they can contribute to price stability and full employment. Central banks should
stop moving their policy rate frequently and widely because that creates inflation, speculation,
and economic instability. Instead, Tymoigne considers a pro-active financial policy that does not
allow financial innovations to enter the economy until they are certified to be safe and that
focuses on analyzing systemic risk. He argues that central banks should be a guide and a reformer
that allow a smooth financing and funding of asset positions, while making sure that financial
fragility does not increase drastically over a period of expansion.

This book will be of interest to students and researchers engaged with central banking,
macroeconomics, asset pricing and monetary economics.

Contents.
1 Introduction, 2 Central banking, asset prices, and financial fragility, 3 Asset-price theories and
central banking, 4 Against the instrumental use of interest rates, 5 An analysis of financial
fragility in the Minskian tradition, 6 Financial matters in the decisions of the FOMC, 7
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Conclusion: A New Role for the Central Bank, Appendix 1: Own-Rates of Interest, Real Rates of
Interest, and Money Rates of Interest, Appendix 2: The Aggregate Liquidity Preference Ratio
with K Assets, Appendix 3: Immunization Procedure with Consols, Appendix 4: Econometric
Analysis of Inflation and Interest Rates, Appendix 5: Financial Disturbances and Financial Crises
in the U.S
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