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MExp!I TWPO €I0aUE TNV EEENIEN TWV AVTINQWEWV VIO TO TOKO KO&I TO XPAMK
oo TNV apxaxioTnTa HEXP! TNV KAaoIkA MoAITIKA O1KoVOouic.

2KOTIOC JOC NTOV Vo euPaOUvoupe oTnv €EENIEN TwV 10EWV YIG TN TTIOTN, TOV
TOKO KO TO XPAMG MECK KTTO TNV I0TOPIKA Touc eEEAIEN.

[0 KATTOIOUG QUTA EIVAI PIG EPEUVOL OTO TTAXIOIO TNC OIKOVOMIKAC 10TOPINC

' KO TNC 10TOPICC OIKOVOUIKWV Bewpi®wv. Ouwe dev mePIoPI(ETaI 0 OGUTO.
ZKOHOS tou Onwec Oa doupe onuepa n KAooikn TMoAimikg Oikovouice PTTOPEl V&
Maef]ua-[()g XIOTEAEDEI TN PGON VI TNV av&AUCN TOU OUYXPOVOU KOMTOAIOMOU KOl O€

QUTO TO TTAQIOIO KO TWV GYyOPWV XPAMATOC KO KEPOXAXIOU.

[MpoKkeITan yix i pebodoAoyiae Tou €xel avanTuéel o Anwar Shaikh Kol
BaoileTan oTn 6€0n OTI TO KIVNTPO TOU KEPOOUC TXPGYEI EMAVOAXUBRVOUEVH
UOTIBOt TOU €ivail oUPPUTR he TOo KamToAiopo. O Shaikh ovouddlel Tn
nmpooéyyion Tou “"Real Economic Analysis” kKo Tnv mepiyp&eel oto link mou
akohouOei: https://www.youtube.com/watch?v=gllhSSL3gbY



https://www.youtube.com/watch?v=qIlhSSL3gbY

H K)\O(OIKI’] T[O)\ITIKI’] OIKOVOMIO EENYET TOV KXTTITOXAIOUO usoa oo Tnv O(VO()\UOY] TWV KOIVWVIKQOV TO(ES(DV AuTo
oev onuouvm OTI dev aoonsnou ME TOV O(VTO(Y(L)VIG}JO TWV GTOMIKQOV KS(DO()\O(I(J.)V 0] O(VTO(Y(L)VIOUOQ TWV
OTOMIKOV KS(DO()\O(I(L)V eival 0 BO(OIKOQ KOVOVIOTIKOC TTPARYOVTOCQ TNG AEITOUPYIGS TWV QXYOPMV XPAMKTOG KX
KEPOAXIOU OTTWG OO PAVET OTN GUVEXEIXK.

1
AVIQY®OVIOHN0G
Onwg €idaue oTo 30 H&ONUA Ko oTo Smith ko oTo Ricardo (mMxpdAo mou dEXETAI TN TTOOOTIKA BewpPia TOU

Ka-l IOO 01—[-'[(1 XPAMGTOC) K&l 0To Marx To €mTOKIO 0eV €EICWVETAI PE TO TTOOOOTO KEPOOUG. AUTO cuppaivel Adoyw Tng
pp UI0BETNONG TNG EPYROIRKAG Bewpiag TNG GEinC.

)
O_[]_"' K 2\ Cl_O'[Kr] Av N TIOPOYWYIKA EPYOOTaL gival N HOVOBIKA TINYA G&IaG 0 TPOMELIKOG KAGDOG €IVa HI LN TTPAYWYIKNA
6p0(0Tnp|0TnT0( AnAadn, 0ev dnuioupyel 0(E|0( OAG KO(TO(VO()\(J.)VSI uspoq Wil 0(E|0(q TOU TrO(pO(V(DYIKOU TOLISO(
H A ! I’ auTd Kol o Ricardo, rrO(po)\o TTou opilel Eva EMITOKIO |ooppon|0(q, QuTO €lvail 6|0(cpop8T|Ko 0€ OXETIK&
O lthrl oToOepn oxEon PeE TO TMOOOOTO KEPOOUG KO, EMNPEGIETAI GNMO TN VOMIOUOTIKA TIOAITIKA WG TPOS TIG
O v OIKUP&VOEIG TOU.
1KOVO}11C[ AutO onuaivel, emmAgov, OTI N Evvolx TNG I00PPOTTIG EIVAI JIKPOPETIKA KMO QUTR TIOU CUVAVTAUE OTN
VEOKAOOIKA Bewpia. ZTN KAXKCIKA Bewpia n 100ppotia eival OUVaUIKA S1xdikaaic. O1 TIMES 100PPOTTIG,
MTXPAOEIYUATOG X&PIV, €IVAI TO KEVTPO PBA&POUC TwV TIHWV Oyopdg Kol OXI OTATIKO onueio omou
oUVTEAOUVTOI CUVOAARYEG OTNV 101X TIMA.

1
Ol HpOSK-[ClOSlg 2710 Smith ka1 To Marx n evooyevig Bewpix TOU XPAUKTOC KXOIOT& GUTOUOTX TO EMITOKIO VOUIOUGTIKO

' PAIVOUEVO TTOU TIPOGOIOPICETOI TPWTIOTWG KO TOV QVTAYWVIOHO GVAPESK OTO EUTOPORBIOUNXAVIKO KXI TO
T,Oug O_I:IS AYO pag XPNUOTIKO KEPGAXIO.

Opwg MPOKEITAI VIO UG EVIEADG OIGPOPETIKA EVVOIG TOU QVTOYWVIOHOU GO GUTH TIOU GUVOVTRUE OTN

]
Xpl”ﬂ,‘lCl'[OS Kd1l VEOKAGIKA Bewpia. O avTaywviopdg eivou moAepog pe Baaikd 6mAo TiG TIPEG. AuTA n évvola Tou

QVTAYWVIGHOU TaIPIGEEI WE TN BUVAHIKA 100ppoTia TNG KAKGIKAG TOAITIKAG OIKOVOpiaG TTou

KS(P C[AC'_"[OU HVNHOVETOOUE TTXPATIAVW.

To ep@OTNUG €ival oV PEOW TOU QVTOYWVIOMOU €EIo0WVOVTal Ol amodOOEIC TOU XPNUOTIKOU KOl TOU
eummopoBlopnxovikol kepaiaiou; O Adam Smith 1o Aéel vai dAG KATTwG axpeA®DC e Tov Kavova Tou 50-50
(TIC Tong PoIpaoIGS TOUu TMOCOOTOU KEPOOoUC avapeoo o€ Blounxavoug kol Tpameliteg), o Ricardo 10
UTTXIVIOOETOI OTO TAXIOIO TNG TTOCOTIKAC Bewpiag OUwS, evw 0 Marx dev eivail EeKGOBaPOC.




H Baoik ueTBANTA 0TN KAXOIKA TTOMITIKA OIKOVOMIX EIVAI TO TTOOOOTO KEPOOUC

To mooooTd KEPOOUC Kavovilel TN ueyEOBuUvON, TNV armaxoxoAnon Kol emnpelel Tn OIVouN
TOU €1000AUATOC.

1
HO]_CI_ pgygel’] [’ qUTO Kol N SUVOIKA TOU TTOGOOTOU KEPOOUC EIVAI KPIOINOG TTOPAYOVTOC Kol aTo Smith

' Kol oTo Ricardo kKol oto Marx.
[TPEITEL VA | . o |
: H OuVOUIKA TOU TTOOOOTOU KEPOOUC TIPAYUATWVETAI JEOW TOU avTaywviopou. O
talvouv VCI. AVTOYWVIOUOC OIKUOPPWVEI TIC TINEC THPAYWYOU K&l TO JECO TTO000TO KEPOoUC. O1 TIYEQ
TOPAYWYOU EIVAI TO «KEVTPO PAPOUC» TWV TIHWOV XYOPKG.

)
[ ]
8§10(D60UV ) Tot TOOOOT& KEPOOUG TTIOU OXETIKG €EI0WVOVTOI EIVOI TG TTOOOOTA KEPOOUC TWV
«PUONIOTIKWV KEPOAXKIWV» ONAXDN TWV KIMTOTEAEOUATIKOTEPWV KEPOXAXIWV K&AOE KAXDOU.
AuT& TEIVOUV Vo €EI0WBOUV OVEUECK OTOUC KAGOOUC HEOW TNC KIVNTIKOTNTKC TOU

TS)X].K(!;[ T1 Kepahaiou.

eiv Cﬂ. -[O Oupwce n KIivNTIKOTNTA Tou Kepahaiou dev umopel vaw BaoileTal 0TO JECO TTOCOOTO KEPDOUC.
Otav kamoloc enevolel oe Evo KAKDO EVOIXPEPETAI VI TNV KITOJOTIKOTNTX TWV TTOI0
MTPOOPATWY EMEVOUOEWY TOU «NYETN TOU KAGOOU».

EITITOK1O;

AnAadn, Yo TNV KEPOOPOPIT TOU «OPIKKOU TTOCOOTOU KEPAOUC» TOU «PUOBUIOTIKOU
KeaAaiou» iorp = AP/I

H Aoyikf Tou opiopoU gival 0TI N NETABOAN Twv KEPOWV (AP)opeileTal oTic emevoloelc (/)



2 uvoyidoviag
TOUG UNXaviopoug
£G10WONG TV
AIT0000EWV UE
el@aon oto Mapg

Yridpyel e€lowon Twv amodOcewV AVAUECSA O€ TIAPAYWYLKOUC KL [N
napaywytkoU¢ kKAadouc oto Mapé. O Baolkog Lnxaviopog e€icwong n
Kivnon kebaAaiwv avapeSA 0TOUG TOUELC.

O Mop€ avadepel EekaBapa OTL UTIAPXEL e€lowaon Twv amodOoewV
OVOLLECA OTO TIAPAYWYLKO KOl TO EUTTOPLKO KedAAalto. To Epmopiko
KedpaAaio (Merchant Capital) amoteAeital ano 1o Epmopeupatiko

Kedpalaio (Commercial Capital) kot Xpnuatepmopikd Kepaato (Money
Dealing Capital).

AuTO onpaivel oUTL av n e€lcwon Twv amodOoewV Yivel yUpw Ao To LECO
TT0000TO KEPSOULC TOTE aUTO Ba AdPeL TNV akoAouOn popdn

§

331, =
TV R

P
or in monetaryterms 3.3’y = ——

: *TK+R
H e€lowon pac AéeL outL mapoAo mou to Epmopiko KedbaAato e dnuioupyet
UTTEPAELA OL CUVOALKEG eMEVOUTIKEC Samavec o€ otaBepo kedaAato C,
HeTOBANTO kKepaAato V, kot Tpamellkd anoBepatikd R eivol KOUUATL TOU

OUVOALKOU €mMeVOUTIKOU KOOTOUC Kol ETtNPEeAlouV To T0o00TO KEPSOUC.
(Fine 1985/1986 p. 391)



Ouwcg oto Map€ umapyxouv duo emumA£ov avaAuTikéC Katnyopiec. 1) To Tokodopo KeddAalo
(interest bearing capital) kat 2) To mAaocpatikd kepadaiwo (fictitious capital). Ot anodooelg twv
omoilwv dev elval olyoupo otL e€lowvovtal Pe To BLopnXaviko KedpaAalo

To «tokodpopo kepdlailo», onwe eidape oe mponyoUpevo HAONUa elval emi to mMAslotwv Ta
eAevBepa StaBeolpa mou SNULOUPYEL N CUYKEVTPWON TwV KATAOEoewv oTLg TpameleC. Amo TN
oKOTILA autn €lval oe onuavtikd Babud ocuvaptnon Tng OLKOVOULKAG dpaotnplotntag, adou
g€aptatal amd to VYPOoC Kal TNV TAXUTNTA AVAKTNONG KOL EMEKTAONG TWV TPATEUKWY KATAOEoEWV
TIOU LLE TN OELPA TOU MPoodlopilel To UPOC TWV AVAYKOLWY ATTOOEUATIKWV.

E 1A
HC[VCI- rILIJ n To «TAOCOUATIKO KEPAAALO» ATIOTEAELTAL OO ATIALTNOELG IOV €ite Ba amoteAécouv kedAaAalo oto

HEANoV eite Sev Ba yivouv kepAAaLo TOTE. TNV TEAEUTALA KATNYOPLA OVIIKOUV TOL KPOTIKA OpLOAoYQ

v
()_Elg CI_VCI_AU thSS TIoU OpwG Sivouv tn duvatotnta otig Tpaneleg va LoXAeUooUV To Tokopopo KepaAald toug adou

Hrtopouv va to npoefodAnoouv otn Kevrpikr Tpamela KoL VoL AVAKTOOUV TN PEVCTOTNTA TOUG.

]
Ka-[r]yoplgg T‘OU Avaloyn Aettoupylkotnta €xouv Kal ta “asset backed securities”. Emiotpédouv peuototnTa amo

anatioelg mou Ba tkavorotnBouv i dev Ba tkavorolnBouv oto HEAAOV. Opwc £xouv TOKO Kal dpa
M ar X KOOTOC yLa tn Tpamnela. Mvovtal mpocododopa povo av n tpamnela Eavadavelosl auTd To XpApaTa.

JUUTTEPACHOTIKA TO TIAQCUATIKO KedAAalo pmopel va peTtafaAlel to UPoC Tou TOKOPOPOU
kKepaAaov. Opwc autod €xel ovupla adou n EUMNPETNON TOU MAACHATIKOU KeDAAOLOU €aptdTal
arno to emninedo tng olkovouLkng SpaotnplotnTac.

TNV avaykn enéktaong tneg poxAevong (leverage) «.... ano T tpanelec Bploketal n kEpSOOKOTILKN
dU0oN KAl OXETLK OQUTOVOUNON TOU «TAQOMATIKOU KepoaAaioU». Autd oupPaivel blattépa o€
TMEPLOSOUC TOU TIPONyoUVTAL XPNHOTOTIOTWTIKWY Kploswv. O Paokdog Aoyog eival oUTL TO
TIAQLOLATLKO KEDAAALO AUTOVOUEL TN HOXAeUoN KoL Ta StaBEotpa armod to VP oC TWV KATAOECEWV.



Op1opEveG
ITOOEKTAOEIG
TV
AVAAUTIKGOV

KATIYOP10V

H mponyoupevn meptypadn e€nyel yati ot tparmelec eival KATUTOALOTIKEC
ETILXELPNOELC TIOU SLEKOLKOUV evepyNnTIKA TNV WOLomoinon petaBLBacswyv atiog
KoL oUXL Tta@NTIKol XpNUOTOTILOTWTLKOL EVOLAUETOL OTIWG OTN VEOKAQOLKN
Bewplia.

Y& 0UTO To TepLBAAAOV TO emITOKLO Sev elval ouvteAeoTtnc amodoonc aAld
«TLUA» N To «Skalwpa xprionc» (royalty) tou xpripotoc.

Mo Toug Ttaparmavw Aoyouc 1) to emitoklo dev eELOWVETOL PUE TO TTOCOOTO
kEpdoug, 2) bev uTtdpxeLl «PUOLKO ETULTOKLO» adoUl o€ KABe emimedo
OLKOVOULKAC SpaotnploTNTOC avILOTOLXEL KOl Vol SLAPOPETIKO ETILTOKLO.

MNopdAANAa LUTO ONUOLVEL OTL N AoPPUBLLON TNC XPNHATOYOPAC KL N
OUVAKOAOULON SLOYKWON Tou MAACUATIKOU KEPAAALOU pUImOopEel va 0ONynoeL o€
oTPEBAWON TWV EMITOKIWV OTIWC £yLve armo to 1990 pexpt to 2008 aAAd Kat oTN
LLE TOL TIPOYPALUOTA KTIOOOTLKNG XAAAPWONEC»



A Reconciliation

Of MarX’S Theory Rate of Profit of Enterprise = IROP- i

of Interest and
the Risk |

Premium Puzzle
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Fig. 4. Set of admissible average equity risk premia and real returns.

The Equity risk Premium
Puzzle

Mainstream finance theory cannot explain the difference between the equity returns
and the rate of interest.

The reason is that the basic rate of interest is considered a risk-free rate of return and
its difference with the returns of other assets is a “risk premium” reflecting asset price/
return volatility.

However, the “risk premium” must be compatible with the “risk free asset”, The reason
is that theory implies a constant “risk aversion” utility function. The latter means that
the level and volatility of the “risk free asset” is reflected on the “premium” basis the
coefficient of “risk aversion”.

Mehra and Prescott (1985) applied this rationale in a simulation of the “risk premium”.
The real return on the ‘risk-free’ asset in the United States for the period 1889-1978
was 0,8% whereas the average annual real return on equity index was 6,98%, therefore
the actual average annual risk premium was 6,08%. The maximum admissible risk
premium in the figure is 0,35% well off the actual data. This huge discrepancy has gone
down to literature as the ‘equity risk premium puzzle’.



An Alternative Theory of Equity Pricing

An alternative theory of equity pricing can be established on the idea that stock market returns follow the “incremental rate
of profit” (IROP). In other words, the profit on the most recent investments. Many analytical and empirical studies indicate
that it is around this rate that the return between the “regulating capitals” in the commodity sector takes place. In other
words, it regulates the mobility of capital between sectors.

The same notion is extended to encompass the tendency of equalization between the corporate and stock market returns
i.e. IROP regulates the mobility of capital between the corporate and the financial sector as well. This is close to the
assertions of mainstream theory (Elton & Gruber 1976) but in the classical/ Marxian context the IROP is a highly volatile
measure and indeed it is. In the classical theory of competition corporations constantly introduce new products and
techniques that alter profitability and returns reflecting back on stock prices.

This happens through market expectations. But here expectations can alter the fundamentals because the regulating rate
of profit (IROP) depends to certain extend on the banking capital and the corporate leverage. This reflects back on prices
and up to certain point makes expectations a self fulfilling process. It is the George Soros’ “reflexivity theory” that
introduces, contrary to rational expectations and the efficient market hypothesis, path dependence and bias in the
formation of expectations. The latter can lead to bubbles and exaggerations but if/ when fundamentals deteriorate it leads
to the sharp corrections that are witnessed in stock markets.
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Empirical Evaluation of the
Theory

The IROP can be defined as the ratio of the change in profits (APr)
normalized by investment (I) IROP=APr/I. In terms of the theory this
means the rate of return on a stock index AP/P = IROP. This equation
can be reformulated as follows: P41 = (1 + IROPy) - P;. Shaikh (2016)
has simulated an equation of this form 1947 until 2009 and | extended
the simulation until 2019. The results are shown in the chart next.
Moreover, IROP has almost the same average with the average return
of the S&P 500 (IROP 7.77%, S&P 8,86%) and similar standard
deviation.

| have applied also a non-parametric technique using the log growth
rate of the Earnings per Share (EPS) as the fundamental. The theory is
known as “transfer entropy” and the applied statistic as “Mutual
Information” (MI). The statistic measures the “amount of information"
obtained about the log growth of the S&P 500 by observing the log
growth of the EPS. Here ‘mutual information’ (MI) is used as a tool for
detecting order/ disorder transitions in the stock exchange. This
approach is analyzed in Wicks, Chapman, and Dendy (2007). As shown
in the chart next it reveals a very interesting pattern that supports

“reflexivity theory”.

Real Gross Profit Time t
Real Investment Earnings Per Share EPS
S&P 500 Index Price Incremental Rate of Profit IROP=APr/I




Extending the Rationale
Interest Rate

to the

Can we extend this equalization assumption to encompass interest rate determination? In other
words, can we consider that the Interest - Bearing Capital enters the equalization process like the
Money Dealing Capital?

We can, provided that banks are part of the process as capitalist enterprises. The latter means that
the rate of interest is not a rate of return but a price that tends to equalize the returns of the
“regulating” corporate and banking capitals with those of commodity capitals. This approach was
taken by Panico (1989). In his context exogenous liquidity premia determine both the rate of profit
and the rate of interest as outlined in the set of equations next where interest rates determine
prices.

Shaikh (2016) built on Panico but did not use liquidity premia. He added a banking price equation
(including costs and returns) together with the price equations of the corporate sector (as indicated
in the equation set appearing next). This way he determines the interest rate from the solution of a
Sraffian model. The theory has many interesting properties : a) the difference between the rate of
profit and the rate of interest has nothing to do with risk, b) there is no “natural interest rate” since
for every price level corresponds a different rate of interest, c) it offers an explanation of the
“Gibson Paradox”.

A1

p=(pra+w-1)(1+r)+i-€—-ig-dm
i=(p-apnk + W-lpnk)(1 + 1) +ip - dp
i=1ip+ o

r =igp + O

wW = ‘h’*

p=(p-a+w-1)(l+r)

L= (p - g + W byge) (L +1) #1074

D Price Vector abnk ~ input row banks

a Input row coomodity sector | labor input com. Sector
W wage lonk ~ labor input bank Sector
[ requlating rate of profit ~io basic interest rate

Bo banking liquidity premium 6k corporate fiquidity premium

Nevertheless| the solution is static and ioints to an “averaie iraviti centre” rate of interest.



Eivai onuavTIKO VO TOVIOOUUE 0€ QXUTO TO ONUEIO PIG ONUOVTIKA O1apop&
avaueoa oTnv mpooéyyion Shaikh ko Panico.

>Tn AUon Tou Panico 1o mooooTd KEPOOUC SIKUOPPWVETI EEW KTTO TN
. OIXOIKKOIT TNG TTXPAYWYNG KOI OUYKEKPIMEVD IO TG EMTOKICK. [ V& €IVOT TX
E].lBO)\l],ll’] eMTOKIO data (DedOPEVH) Ba TTPETE! VO DIUOPPDVOVTI XVEEGPTNTO OO TO

’ MooooTO KEPOouC. AuTo cupPaivel oTto Smith oto Marx kKol oTov Keynes.
Avagopa-llou
' >T0 Smith Kot 010 Marx o1 p1o0oi €ivail 0ed0UEVOI OTOV AXUPAVEI XWPX O
61&}10 p(PCOVSTCll AVTOYWVIOPOC QVAUECO OTIC TPATTE(EC KOl TOV ETKIPIKO TOUEX. APX NOC MEVEI O

OT ! Keynes Omou n KatelBuvon eival EEKGOXPO & TO EMITOKIO TTIPOC TO TTOOOOTO
1O IT000 O kEpdoug (Eatwell 2023).

v
KEPSOUS OtoVv Ouwce autA N aumioTNTa Baoiletan otn Keuvoiavin KAUTTUAN TNC «OPIGKAC

Sha]_kh KAl 1O ammodOTIKOTNTAC TOU KepaAaiou» TNV omoia oI NEOPIKXPAIVOI ETIYOVOI TOU
. Keynes Bewpoulv AavBaouévn (Garegnani 1978).
Panico;

‘ETo1 0 Panico e picx 6eouikn Bewpick TOU ETMITOKIOU KOI JECW TWV CUVTEAEOTWV
KIvOUvoU Tn OI1uOpPpwaon Tou mooooToU kEpdouc. O Adyocg eivail 0TI 0 Panico
dev €xEl EPYTOINKN Bewpiak TNES a&IaG.



O Shaikh mpopavmg dev pmmopel va OeXTEI GUTA TNV GITIOAOYNON.

AOYW TNC EPYAOINKNC BEWPICC TNC GEIC TO EMTOKIO PTTOPET Vo BewpnBei
MOVO WC «TIMA» K&l OXI WC CUVTEAEOTAC amdd0oonG.

Mia Tiun ou €€lowvel TNV armdédoon Tou TPATTE(IKOU KA&GDOU TTPOC EVOX
PUONIOTIKO EMITOKIO. TO BEPG €lvail OTI &tV TO PUOMIOTIKO EMITOKIO EIVOI TO

ZUVéXS'lCl OPICKO TTOOOOTO KEPOOUC TO CUCTNUG TWV EEICWOEWV OEV PUTTOPET VO OOUAEYEI
" e YIOTI UTTOPET V& AGBEI apvNTIKA TIUA.

[1x TO AOYO QUTO EXWw TIPOTEIVEI TOV TTIPOCOIOPICHO TOU EMTOKIOU Ye B&on TO
TOO0O0TO KEPOOUC TNC emixeipnong (irop - i).

2€ QUTO TO TTAXIOIO TO EMTOKIO €IVaI DIKKIWUX XPAONC.




Alternative Formulation and Empirical
Evaluation of (IROP — i)

This formulation does not oppose the one in Shaikh (2016) but has different characteristics: a) it places the emphasis on the time
series of the difference between the “incremental rate of profit” (IROP) and the “rate of interest” (i), b) it does not necessarily imply
an “average (normal) rate of interest”.

At the analytical level this means that the IROP is mainly determined in the commodity sector and a highly volatile interest rate
tends to make the returns between corporate and interest - bearing capital equal.

At the empirical level | worked on the idea that a high ratio of net to gross corporate profits implies quick turnover of loaned funds
and a fast restoration of the depository base of the banking sector. In this environment banks will expand their asset side without
asking for much higher interest rates. The opposite holds for low net profits. On these grounds the interest rate can be written as

NPI‘t

follows iy = IROP; —a - y;, ye= ——
t

This can be incorporated in the framework discussed so far. Specifically, abstracting from direct banking costs Shaikh’s equation
Li—R¢

takes the following form i, = IROP; -% . % = IROP; - il . Combining the two forms we get IROP; — i; = a - y; = IROP; - . In
t

t Lt L¢

words, the rate of profit of enterprise depends on profitability (IROP) and the ratio of free reserves to loans (L‘_Rt).

—




Continued

Corporate net profits are positively related to bank deposits and net to gross profits are
positively related to the loan deposit ratio. But more interestingly the “Mutual Information”
statistic (since it is difficult to perform an unbiased estimation of the parameter «)
provides information explaining more that 60% of the variations in the difference between
the rate of profit and the rate of interest (IROP - i). Given that the average IROP is almost
equal to the average rate of return of the S&P 500 the equity premium is no “puzzle” and
has nothing to do with risk. 0.7

Explanatory Power 0.606471525

IROP- i, y=NPr/Pr

Of course, one should not take this trouble just try to explain the equity premium. The
important part is to identify the significance of the “Rate of Profit of Enterprise” in the
triggering of major capitalist crises. Firstly, | must stress that the definition of the measure
in relation to the IROP instead of the “Average Rate of Profit” does not contradict the
argument in Marx. On the contrary, IROP=APr/I reflects by definition the stagnation in the
“mass of profit” that result from a falling “Average Rate of Profit” and signifies capitalist
crises. Moreover, from the definition of the rate of profit of enterprise a lower IROP (due to
stagnant profits) signifies also lower Net Profits, higher interest rates, and a stagnant or
even negative “Rate of Profit of Enterprise”. This is the pattern of the data that appears in
the second graph on the right.

RoPoE

y




Final Remarks — Is this the Theory of
Interest in Marx?

It is difficult to say whether Marx intended to treat the rate of interest as
a rate of return or as a price. At a point (Ch 21 V.lll) he says that money
in the form of Interest-Bearing Capital turn to a “sui generis
commodity”. In a different part he states “... There is no reason at all
why the average conditions of competition, of equilibrium between
lender and borrower, should give the lender an interest of 3, 4, 5
per cent...". Marxist economists have also argued in favor of each o
these contradicting ideas appearing in VIII. Finally, we should not forge
what Engels pointed out on section V of VIII “we had no finished draft,
Explanatory Power  0.723676062 not even a scheme whose outlines might have been filled out, bu
only the beginning of an elaboration-often just a disorderly mass o
notes, comments and extracts.” So, what [ have presented is an
attempt reconcile Marx'’s theory of interest with the rest of the theory.

Probability Table 1983-2019 Nevertheless, and let this be the closing point, distribution of profit in
|R°P05 “profit of capital” and “profit of enterprise” does not depend exclusively|

Incr. Decr. 38 . .- .
on gross and net corporate profitability. As the 19% century Scottish
g o 0.39 0.26 0.66 economist George Ramsay (cited on many occasions by Marx) puts it: “..
PR L e = 23 the unproductive borrowers, government and others,... by their
ROPOEupydown 4 0105263 HROPGE HyA  I[ROPOE, |HROPOE, y4) NI (RoPOE, 14 )2 competition tend to keep up the rate of interest”. This is true
RoPoE downyup 10 0263156 0.5 -0.39742 0.103829  -0.529336678 especially at times of deregulation of the financial markets. To elaborate

both fal 9023842 05 0584 0 0 . . . : :

38 1 10926819 -0.07373  -0.341887107 on this p01nt, [ broke down the calculation of MI in two perlods (1962-
011194 049215849 1982) and the period of neoliberalism (1982-2019). The results shown

0.141293 1.363402274 0.56341679
Explanatory Power 0.56341679

in the two probability tables are indicative.



H apyikn) AoyikA micw armo to Pndlakd eupw) ATAV N EVOTOLNoN TOU WOLWTLKOU Kall
Tou dnuooiou xpApatog pEoa amnod tn KukAodopia evog mapdAAnAou vouiopatoc.

MopoAo ou autr) N AoyLkr S€V UMOPEL vl OITOUAKPUVEL TLC XPNMOTOTILOTWTLKEC
KPLOELC LKOVOTIOLWVTOC PEcw Tou Pndlakou vouiopatoc tn {Atnon

, TPATE{OYPOAUUATIWY ELXE ULOL OELPA OTIO ONUAVTIKEC OUVETIELEG: 1) pmopouoe va
TO LI) n d) LOKO TEPLOPLOEL TO KOOTOC TWV CUVOAANAYWV, 2) pmopolos Vo auéroeL Ta EMLITOKLAL

kKataBeoewy, 3) Ba pmopouoe va pac ByaAel amo tn Aoyikn tng dStdowong

I
8 U p w T[p LV Ka[ Tpamnelwv pe TN SikotoAoyila TNC MPOOTACLOC TWV KATOBETWV.

ug'[('x TLC Opwg n oAtk auTr daivetal OUTL EiXe CNUAVTIKEG APVNTIKEG CUVETIELEG VLA TIG
Tparmnelec KoL yU auto rapaneudOnke otic KAAEVOEC. ETILONUWCG TO project pmnike

26/10/2023 O€ TPOMAPACKEVAOTIKA $paon 2 eTwv. H mARpng ekBeon oto

https://www.ecb.europa.eu/paym/digital_euro/investigation/profuse/shared/file
s/dedocs/ecb.dedocs231018.en.pdf

A&ileL va SOULLE TIC OUVETIELEC VLA TLC TPATE(EC LECO ATTO TNV OVAAU O TWV
LooAoylopwv touc. NMARpn otowxeld Eurobank.

https://www.eurobank.gr/-/media/eurobank/omilos/enimerosi-
ependuton/navigational/oikonomika- apotelesmata/oikonomikes-katastaseis-
2022/annual-financial-report-dec-2022.pdf
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/A EUROBANK

Income Statement

EUROBANK S./

Interest income
Interest expense
Net interest income

Banking fee and commission income
Banking fee and commission expense
Net banking fee and commission income

Income from non banking services
Dividend income

Net trading income/(loss)

Gains less losses from investment securities
Other income/(expenses)

Operating income
Operating expenses

Profit from operations before impairments,
provisions and restructuring costs
Impairment losses relating to loans and
advances to customers

Other impairment losses and provisions
Restructuring costs

Profit before tax

Income tax

Net profit

Note

10
10
11

12

21
13
13

14

Year ended 31 December

2022 2021
€ million € million
1,845 1,451
(763) (513)
1,082 938
366 306
(91) (96)
275 210
67 68
204 200
719 (25)
0 100
392 28
2,739 1,519
(614) (607)
2,125 912
(173) (323)
(125) 7
(87) (17)
1,740 579
(352) (110)

1,388 469
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