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Modigliani

" 1918—2003

© Born: Rome, Italy — Fled to USA in 1939
(due to fascism)

Lk School of Thought: Neo-Keynesian ./

= Nobel Prize: 1985
% (Household Savings & Corporate Finance)
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What is LCH?

The Life Cycle Hypothesis explains how individuals plan
consumption and savings over their lifetime to maximize utility.

Key Idea: People aim to maintain stable consumption by saving during high-

income periods (working years) and drawing on savings during low-income periods
(retirement).

Phases
o Youth: Borrowing or low savings
o Middle Age: Peak savings during high earnings
o Retirement: Spending accumulated savings

Implication: Consumption depends on lifetime income expectations, not
just current income.




Life Cycle Hypothesis: Income vs Consumption Over Time
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- Consumption
Youth: Borrowing phase
Working years: Saving phase
Retirement: Dissaving phase
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Role of Life Cycle Hypothesis

 Retirement Planning & Social Security Design
- It shaped policy tools, such as mandatory pension contributions and
retirement savings incentives, aligning them with the goal of consumption
smoothing.
 National Savings Rates
« The LCH provided insights into how population age structures impact
aggregate savings.
» Addressing Demographic Challenges

« The LCH highlighted the need for robust pension systems in aging
societies.




Oewpnua Modigliani — Miller
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M & M, 1958

« Baon oplopevwv vtoBeoewv to Bewpnua £xel g e€nc:

 [Ipotaon I: H aia g etaipiac 6ev e€aptatal amo TNV KEPAAAAKN TNC
owapOBpwon.

e Y& ua teAela ayopa, kabe ocvvovaouog agloypapmv eval e€E100V KAAOC e OAOUC
Tovg aAove. H ala tng etaipelag HEVEL AVETTNPEAOTH AITO TNV ETTIAOYT)
Ke@aAailakne otapOpwaonc. 6

5)

* IIpotaon II: To k00TOC TOL KOWVOU  *

v v 3
HETOYIKOU KEPAAALOV I10C

2

ETTIYELPTOTNC AVEAVETAL 000 AVEAVETAL  *

0]

1 XPTIUOATOOIKOVOLIKT TNG LOYAELOoT).

=KsL : T0 KOOTOG TOU KOIVOU LETOYIKOV KEPAAQIOU TNC ETAIPIAG TTOV PN OUOTTOLEL
Savelaxka ke@aiaa

° TO Oouvv O}\lKO (HSO-O O-Taa HlKO) O H.(l)g ——Ko=WACC : 10 KOOTOG KO1VOU LETOYIKOV KEPAAAIOL TNG eTApiag TTov Sev Xprolpomotel

davelaxka ke@aiaa

K(')O-Tog ﬂapauévgl O-Taeepé . —kd : T0 KO0TOG TOV SavelakoL kepaiaiov




M &M, 1963

 'Enterta e evoouatmon g Tmv gpopwyv 1o Bewpnua xel wg e€nc:

 IIpotaon I: H aia pag emyeipnong smov XprnoUoTolel Savelaka Ke@aiaia
1oovTal e TNV afla Tng eMYEIPNONG IOV OE XPTOIUOIOIEL TTAEOV LA (POPOAOYIKT)

efotkovounon. v, - n a&la e eTaplag Tov XPNoHomolel Savelakd kepaiaia
e Vi = Vo + TeD Vu =1 ala mg eTaiplag mov 8(? XpT]Olp.OJTOlE:l'S(lVSl(lK(I KePaAala
Tc = 0 POPOAOYIKOC CUVTEAEDTIIG TWV ETTYEIPT|OEWV

D = 10 1000 TOUL daveiov 5

 [Ipotaon II: To kKOOTOC TOV LETOYIKOV o
KEPOAAQLOV H1a¢ ETAPLAC TTOV XPNOWOTotlel -
OAVELAKA KEPAAALA 100VTAL UE TO KOOTOC jﬁ
TOV UETOYIKOV KEPAAAIOV U10AC ETALPIAC TTOV OZ
0

OEV YPNOLOTOLEL OAVELAKA KEPAAALA TTAEOV o o KeeWACC o

ua (IVTGHOlBﬁ yld TOV Klv&UVvo. 000 avgavovtan ta davelakda Kepaiaia 0V XpHOHOTOLEL Mia eMXeElpnon
" avEavetal Kat T0 KOGTOC TOV KOWVOU HETOXIKOU KEPAAAIOV TNS AAAA e HIKPOTEPO

pLOUO AT’ OTL TPV OTTOL BeV VAT PYE POPOAOYIA TV KEPOWV TNG ETMYELPTONC.




To Oewpnua Modigliani-Miller etvan
0 aKpoywviaiog Al0og
TNC OUYYXPOVNC ETALPIKNC Y PTULATOOOTNOTC

* Ammodeikvvovtag OTL:

«TO OUVOAIKO KOOTOC KEPAAQIOV KAl 1] TIUT) TNG LETOXNC UG ETTLYEIpTONC, OEV
ennpeadovtal asmo tn oLvOeoT TV LAKPOTPODECU®Y TNYWV XPT|LATOO0TNOTG THG»

o NN PEACEL TN ANYPN Y PTUATOOTKOVOUTK®OV ATTOPATE®V

* QUTOTEAEL TNV Baom NG oCVYYPOVNG OKEPNC OYETKA Hue Tn owapOpwon
XPNHATOBOTNONG
&

¢ IAAOIWVEL OEWPNTIKA TO ETMOTINUOVIKO TTESCIO TNG KEPAANTAKNG
SwapOpmwong

Av ka1 yevika BQewpeital wg eva kabapd OewpnTiko amoteAeoua,
OEOOUEVOV TOV APKETA TTEPIOPIOTIKMWV LIToBeoewV Tov, 0 Miller amavta:

“Showing what doesn’t matter can also show, by implication, what does.”



KapmoAn Philips &
'Axapttor MioBot

(Sticky Wages)

Ayyeioc XaPlapag




KapstoAn Phillips ( t=¢p(u) )




* H xaustoAn Phillips ntav pa epmelpikn
OYEO0T] 1] 071010 EKTIUNONKE 0O1KOVOUETPIKA
asto tov A.W. Phillips ota teAn ¢
OEKAETIAC TOV 1950.AvakaAv@POnke OTl
10TOPIKA VITNPYE U1A APV TIKT) OXEOT
UeTA&L TOV TOCOOTOV UETAPOANC TWV
OVOULOOTIK®WV UoB®V Kal ToOV T0000TOV

avepylog
O1 o1kovouiec Yapaktnpiovtal amo v
TAVTOYPOVT) OLVNTTAPEN TANBWPIoUOV Kat
avepylag KATL JTOV ONUALVEL OTL TOOO Ol .

v v v v nemployment,
OVOUAOTIKOL L1080l 000 KAl Ol TIUES gy o

npocapuolovtal akoun (Bpayvypovia)

Rate of change of money wage rates, % per year.




[TAnBwprouocg ko

Y 8.00%
avepyla otic HITA
(1960-1970) '
« H ad&non tov mAinbwplopot Sev

001nyovoE 0€ LelwoT TNG
aAvePYLAC TTAPA LOVO TTPOCHPIVA
kaOwg 1 avepyla £teive voTepa
QIO AYO VA ETTOTPEPEL TTPOC TO
APYIKO TNC ETTTEOO YWPIC VA
uelwvetal o TANOwplouog
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Axausttor MioOot

« Y1n Oewpia Tov Modigliani cuvéeovtat pe v 10€a 0T o1 oot dev tpocapuolovtal
AUECA OTIC AAAaYES TNG (NTNOoNE 1] TOL TANOWPIoTUOL AOY® S1APOPWYV TTAPAYOVIWV, OTIKGC:

1. 2vuPacerc epyaoiag: Ot pioBoi kabopidovial HECH CUAAOYIK®V CLUPBACEWV TTOV OeV
aAAalovv ouyva.

2. Kowvwvikeg kat Oeouikee ovvOnkeg: Or epyodoteg amo@evyovy T ueiworn uodwmv ya va
un dratapd&ovv v NOKI KAl TNV TAPAYDYIKOTNTA TV EPYALOUEVMV.

3. OpBoioyikee mpoodoxieg: Ot epyalouevol evoexeTal va avtiotabovy o€ HEIWOELS
MoOwVv £POCOV TEPIUEVOVV LEAAOVTIKEC AVENOELS OTIC TIUEC.

Svupowva pe m Bewpla tov Modigliani, j Akausmtn TPOcAPUOYT) TWV OVOUACTIKOV UoOwV
odnyel oe aovveXeleg LETAED TN TPOCPOPAC KAl NG (NTNoNg epyaociag, 101aiTeEPA O
TTEPLOO0VC VPEOTIC.




H Kprtikn tov Modigliani

\i

« O Modigliani dtagpwvovoe e TV mapadooiakr) avTn SKSO)SI\] ¢ xaumvAng Phillips, ylati
Dewpovoe 011 01 AvOpwITol 6V AYVooLV TIC HeEAOVTIKEG e€eAlEelc Tov TANOwpP1ouoL Kal
TPOCAPUOCOVV TIG TTPOTOOKIESG TOVG UE Ao Tov TANBwPIoNO 1oL Tepuevouy. H dlapuvia
TOU Paol{OTav oty £Vvold TV TIPOCAPUOCUEV®V TTPOCOOKI®V. ANAadmn, ot avBpwsitot (kat ot
ETYELPTOE1G) TTPOPAETOVY TOV TANOBWPIOUO KA EVOWUATOVOLY AUTEG TIG ﬂﬁooﬁmdsg oTnv
OUUTIEPIPOPA TOVG (ﬂ.)(i, (nTovv LVYPMAOTEPOLS L1oBoUg AV TTEPTUEVOUV VPNAOTEPO
AnBwpiono). O Modigliani mioteve OTL AVTH 1) OVVAUIKT) 00N YEL 0€ LA HakpoTpoOeoun
avegaPTNolaTNg oXEoN S LETASD avepylag kol TANOwplouov.

Svunmepaocua: H pabnuatikn kprtikn tov Modiégliani otn kausrvAn Phillips faoiletal oto ot
01 TTPO0OOKieg TANOWPIoUOV TPOCAPUOCOVTAL OUVAUIKA KAL OTL 1] OXECT] HETAEL AVEPYIAG
kat tAnBwplopov oev givar otabepr) 0to pakposnpobeopo daotnua. H oikovopia teivel va
ETMOTPEWPEL OTO (PLOTKO ETITESO AVEPYILAC, KAL 1] TTOAITIKI] TTOV JTPOoTadel va HeEiwoel Tnv
avepyla UEow tne avEnong tov mAnBwpiopov dev Ba exel povipa amoteAeouata, kabwg ot
npooookieg MANOwplopov Ba tpocapuootovy kat Ba oonynoovv oe LYPYNAOTEPO TANOWPIoUO
YwPI¢ va uetwbet n avepyia.




Emiopaon
TPAYLATIKOV 100{LY10VL &

ATTOTAUIEVTIKT] CLUTTEPLPOPA

Kwvotavtivoc Kotpoyiavvng




+ H Oewpia twyv Real Balance Effects tqu Franco Modl%llam ovVOEETAL AUEDA LLE TN
OLUTIEPLPOPA NG anoTapievong (savings behavior oxeon avtn faocietal otV

10€0. OTL O1 LETAPOAEG OTNV TIPAYUATIKT AYO pacnum OUVAUN T®WV XPTUATIKQV
LTTOAOITIWV MNPEACOLY TNV KATAVOAWTIKT] KAl ATTOTAUIEVTIKT) CULTIEPLPOPA TWV
ATOUWV.

* Hmop Y\ﬁla’tllﬂ] a&a TV XPNUATIK®V VITOAOUTT®WYV EVOC ATOUOV EEAPTATAL ATTO TN

oxeon M/P, omov :
M: Ta ovopaoTika XpUATIKA VITOAOLTIA.
P: To yeviko emimedo Tipuwv.

 'Otav o1 Tipgg pewwvovtal (Pl) n mpayuatikn aéla twv xpnuatov avéavetat
(M/P 1) avéavovtag tnv ayopaoTikr) Svvaun.

* 'Otav o1 tipeg avéavovtan (P1) n mpayuatikn ala Tov YpUATOV LEIWVETAL
 (M/P|) pewwvovtag Tnv ayopaoTikn ovvaun.




ATTOTAUIEVLTIKT) ZVUTTEPLPOPA

1. Ta ATopa arroTapievoyv Kata In d1apKela g EPYACIAKNG TOUG (WG, OTAV TO
£1000T A TOVC EIVAL LYPNAO.

2. KatavoAovouv Tig amotapuiedoelg Toug Kata ) ovvagn, 0Tav T0 1000 UA TOVG
LEWWVETAL.

3.01 ammoaoelg X\l(l KOATAVAA®MOT] KAl ATQTAUIEVOT) EEAPTWVTAL ATTO TIG TTPOCOOKIEG
TOUC Y10l TO OUVOALKO €10001UA KAl TOV JTAOVUTO TOUC.

>xeon pe v Emnidpaon IIpayuatikov YmoAotmov:

Av n paypatikn afla Twv XpnUATIK®V VITOAOTT®Y avEavetat (71.X., AOY® UEIWOTG
TOV_TILWV), 01 AVOPWITOL LITOPEL VO, LELWOQUV TNV ATTOTAUIEVOT) TOVG, KAOWG
atocOavovtal 0Tt S100ETOVV MTEPIOOOTEPO TAOVTO.

Avtifetaq, o€ meP1000VE TANOWPIOUOD, N AYOPACTIKT] OUVAUT TV XPNUAT®V
HEI@VETAL, 00NYWVTAG 0€ AVENOT TNG ATOTAUIEVOTIC Y1 VA KAAVPOOLV
LEAAOVTIKEC AVAYKEC.




O1KOVOUIKEC ZVVETIELEC

* H ovvoeon tov real balance effect pe mv amotapevtix
OVUTTEPLPOPA EXEL OTNUAVTIKEC LAKPOOTKOVOUIKES ETTITTWOELC:

* Katavaiwon: H av€nuevn mpaypatikn agla tov Xpruatoy
MITOPEL VA 00YNOEL 08 AUENOT] TG KATAVAAWOTIG, EVIOXVOVTAG
™ gnmon.

* ATtotapievon): Ze mePL0dovg ITTWOTNG TOV TILQV, T ATOTAUIEVOT)
utopel va pewmbet, kabwe o1 avOpwitol facilovtal meEPIOCOTEPO
OTOV QUENUEVO TTAOVTO TOUC.

* Iooppomia oy Owovopia: H petaf3oAr g amrotapevTikrg
OVUTTEPLPOPAC e peAleL TN CUVOAIKT) {NTNOTN, TIC EMEVOVOELC
KOl TN HokpomtpoOeoun avamtuln.




BipAoypapia

» Franco Modigliani and the Life Cycle Theory of Consumption 2005

« «Apyec Xpnuatoowkovoukng twv Emyeipnoewv», Brealey, Myers,
Allen [Mepog 50, Keqpaiaio 17]

* “The Modigliani-Miller Theorem”, The New Palgrave Dictionary of
EconomicsAnne P. Villamil, University of Illinois
[ https://citeseerx.ist.psu.edu/document?repid=repi1&type=pdf&doi
=3b3f06315€1088a824370130873d3534¢74¢3808]

« Modigliani, F. (1986)

« YVyxpovn Maxkpookovouikr Oewpia kal ITohtikn, 'wpyog
AAoyookovpng



https://www.princeton.edu/~deaton/downloads/romelecture.pdf
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=3b3f06315e1088a824370f39873d3534c74c3808
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=3b3f06315e1088a824370f39873d3534c74c3808

Evyaplotovpue yia tnv sspoooyn oog
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