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The Mises-Hayek

Business Cycle Theory
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Savings-Supported Economic Growth
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“Before we can even ask how th
wrong, we must first explain how they could ever go

right.” — F.A. Hayek
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The Yield
Curve Predicts
Recessions



"NMormal" Yield Curve
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Humped Yield Curve

Maturity



J-Month Treasury Bill: Secondary Market Rate (TB3MS)
10-Year Treasury Constant Maturity Rate (G510)
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Shaded areas indicate US recessions.
2010 research.stlouisfed.org




Predicting the
Housing Bust



“Higher interest rates should trigger a
reversal in the housing market and
expose the fallacies of the new
paradigm...[T]his exposure will hurt
homeowners and the larger problem
could hit the American taxpayer, who
could be forced to bailout the banks and
government-sponsored mortgage
quarantors.”

Austrian Economist

Mark Thornton June 2004!!



‘[Greenspan’s] artificial monetary
stimulus...has sown the seeds of a
contraction that will hit by 20Q 2008. The
concerns of an asset bubble In real
estate and (to a lesser extent) the stock
market are entirely justified.”

Robert Murphy (moi) in July 2007
forecast for bank
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All Employees: Construction (USCONS)
Civilian Unemployment Rate (UNRATE)
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