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Review the Great Depression from the Gold Standard Perspective:
Causes, Transmission and Recovery
LU Han-yin
( Ingitute  World Economy, Fudan University, Shangha 200433, China)

Abstract: This paper examines the Great Depression from an AS- AD model and emphasizes that the monetary
factor, especially the gold standard which was not appropritely restored after the First World War, is a main
negative cause in triggering and transmitting the great depression throughout the world. The conceptions of gold
standard, traditional parity and budget balance were treasured legacy from classical thoughts of economics, and
it cost so much to challenge them, partly due to the “ path dependence.” Although gold standard is far away
from us, it is still meaningful and worthwhile to know the effects of the monetary policy on macroeconomic per-
formances, potential transmission mechanism in a financial crisis, and other valuable measures in dealing with
a typical depression.
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