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This paper discusses how to construct a theoretical model in economics. We demon-
strate that research in economics should be more scientific instead of more mathe-

matical. We have proposed two criteria to evaluate whether the theoretical model

is meaningful. First, a theoretical model should be constructed based on empirical

motivation. Second, a theoretical model should be examined with real data via hy-

pothesis testing and/or calibration. A simple exchange rate model is presented to

illustrate the above arguments.



We believe that research that is worth doing is worth doing right in
terms of applying most appropriate tools available and developing new
tools whenever necessary. Just as importantly, we believe that eco-
nomic research —teaching it, doing it, learning it, and just talking about

it- should be exciting and fun. by Timothy J. Kehoe

TSN EREHNZ —, ERHERESERE R R, &F 25508
TRV A, 35 DUE R e BE TR R B, ZRTT, AT B am AR A 78 /\ Y, AR
HEmRil Y RAE RN AR, R Ein R A A E st 2 B R A
Z HEY, MFEEMABEEEREY, — R — (1990)FT S, MBS, EE
BERERT, EFHEEEHEEM R EHEERE; RE TERE R —RiSH
BRI SR TR I e HE 2R Y

Klein and Romero (2007) % A = EIE ¥R 2004 £ Journal of Economic The-
ory FTTIIE s SRR B G IE AL, (& = AR IR (1) Hin BRI Z 1 (theory
of what)?, (2) Hin B [AIE (what should we care)? , AKX (3) IRIVERER (T EER
HAW# R Z % (what merit in your explanation)? f& R &, £ 66 R XEH, B 27 &
HHE—EFERMAREEE, 5.2, 40% BSCERIFT £ BB IR R R R,
BEEMGEER. o, 3L 0F 8 BXER LUEE A RS, a2, Jour-
nal of Economic Theory 7 2004 FE AT TIBHI SCEH, 88% HI L EIR A B MBS
Him, A HE R EBEEANEMRE, BIBREENTER, Klein and Romero (2007)78
% Journal of Economic Theory HJE IEHAT| 8 EZZE Journal of Economic Model
Building, —{AEBHSRRE, & 8 F A LUEEMEmERNER I, 2ME M EEHT
Boe BIR SR R < 98, R4EHE: “Optimal Fiscal and Monetary Policy under

» «

Sticky Prices”, “Fiscal Shocks and Their Consequences”, “Endogenous Lifetime and

Economic Growth”, “Optimal Monetary Policy in a Phillips-curve World”, “A Cor-
porate Balance-sheet Approach to Currency Crises”, “Monetary Policy in a Finan-
cial Crisis”, “Contagion of Self-fulfilling Financial Crises due to Diversification of
Investment Portfolios”, LA & “Financial Globalization and Real Regionalization”,
—fRZER, E MBI R A R A EORE, (1) BB EATER, 2
BRFERTEERE? DK (o) EHNVEERER, BEAEEEER? BAIER, a0



RE IR A EEA T AR
TEH 1. B DU R ROL:

. (1+;1—02)(1+A)’

Vo3
Hrh
a-(28)(eve
ap )\ 8¢ )’
HIEF L AEZER, FEEE DT EEER.

SEIM 5 5.3, TP AR EEE 78 (A8 R B 2 IR (- 1R At & B AU ST A
Ith, ERRAHE I AR A S e DU R I B M R R E D T ER T, AL, fE5ts
R, 28 (1,0,0,7,0,8 a, u, 9,0, ¢) BEERERER, O, Qa1 E
EEME, MIRMEETREHEERAGE S HEE, BT 2GR G—ERER. &
1M, FEFELEER T, HiniE il 2 BUE TR — L MR B R FR R B (RITHES
RIBGE B AR/, RIEMERLEZ G Z2RER, MERENASNEEERE
R

PRI, DAE Ak B0y [ R B TR E R | RS RHEmEIN [ REE
K, —EE BEERAR T iR A B e A B B IR AU B R ¥ 55, A McCloskey
(2000¢) AT 5, BIKELBEZEIEAL (scientific), TIFEE 1t (mathematical), DL_E3ilt
R EHE R, EEM A ES R B E T E LB BRI, T2 NE
FHE R R B B R R R A B E R fAITE? (R —E Rt o — (I am R A, 72
HAmA —HE T35 (market friction) 5 HE E /) TME A BT, [HE B2 I8 LL/E
BRGEAER FEEME? W, BAE AR FE, REEXENE S
%R EE LB E R F R, Rt R0 B iR AU H B R4 B B PR AT A
&R,

Feaity BB RV AR 5 BREMEE R,

(e —) KPR AL AEE EEE R (empirical motivation).

(IR REEHEEREA LA E R E B R (calibration) F 55, 7
T HE AR R 55,



AT R IR AU ) H i R B ARSI B R, IR SR B 2 EEEERE, R
F AR, BET R LU TR, R E MR O RE S, (B S E SR
R T RRERARRE, Wi MBI, AR, MR mEE AR B RERE P T2
RS RAR M B, TR BT IR L., AR AR B 5 IR AR M N B A
iR BT H I, ARSI GER— AR BRI,

HPBERN S, MMEHRIRERGF—RIL, MREATFEIRE, ARE
it A i, —MMcCloskey (2000¢)$E 256 BRIV 24215 £ Richard Feyn-

man &7,

Mathematicians are mainly interested in how various mathematical
facts are demonstrated... They are not so interested in the result of

what they prove.

1B SIS B 5K, (LA BB EE SN AR G REE R, RiEKlein
and Romero (2007)HY#%:, B REE RIS T B DS TR HEE |, MY,
BRI AR LU B A [ B AT J(model building), McCloskey
(2000b) FHLL A-Prime/C-Prime B ima AE1E [ BRI | B9 B M

7EH 2. (The A-Prime/C-Prime Theorem) For each and every set of assumption A

implying a conclusion C, there exists a set of alternative assumption, A’, arbitrarily

close to A, such that A’ implies an alternative conclusion, C', arbitrarily far from C.

MR, FEkZ B EERA R T, IREGET ] IS B RS A, A7 HEug A, (2
RRBBIRER C Kfbam C, C" B C" B ANEEREZRN. EETER, HEE
BEELHARESE, A’ R A Baha B B s 2ER.

—4Klein and Romero (2007)FTfa i, A Lim 3 78 R & A R AR i E2 iy
78, Z 10 traders, sellers, buyers, commodity bundles, LA endowments &, {H27E
TEEMFENLET, BT EAR RTINS ERE (“. the storytelling of
the model does not map intelligibly to anything we might imagine in our natural
knowledge of worldly phenomena to be explained”). HF|It, B4 ['EEHEIHE | 1Y
wRERR: PR LAERRERRNVERHEEREROEE X HIERRE
SR HE R IR AL LR RE S IR SRR H AR R ZE .



PRI, B REIERA R ER A A S, BHREEREERNE, FEHgER
fEEZ B, A, R T ERHEZIRI), EEENE, ~HEEENHER
PR AR I AU AIRE 2 (model implication), T (prediction) E{EER (hy-
pothesis), 1M A LLE—F ZBE R PEIGETHE RE (B2 ARREDRZ
BASEEIRRE )o TNEE SR BT TIEAYE (calibration), FHRME SRS SR ELE IR
ERMILE, MG 2B S E MR REINNRE RF . &%, EEEHANE, &
MRBERAE(FEE—) BIEED) 2HHELR T EEERN TG (suffi-
cient condition), MFELEBEMF (necessary condition),

SRR R R R i B A R T 55 % a0 3. #20 Friedman (1953), Gibbard
and Varian (1978) ¥, Deirdre N. McCloskey ¥ #8728 77 v DA R B SR A L B 75
i, B EMER, 7 R McCloskey (2000c¢), McCloskey (2001), McCloskey (2002),
McCloskey (2005) %3, T McCloskey (2000a) —EH 5 % B A H 3R 15 A
HIEREY. AT, TEE AR SORE, LIRS ERE e £, P BE D — LS G H
SCHIRRI, MUR IR EGR & HNEM . R ERTER, ﬁfﬁk*i%fﬂ—flﬂﬁg
(visible) FYMEZSIALE VEGIF, ZREREAM 2 A B RIS E SRR g, Hi9E

kAR a7 2 AT DGR R fk?@iﬂ?ﬁ@ﬁﬂﬂkfﬁﬁéﬁ@ s AL,

1 —{ERSEERYEERIZEY

TE B B Rl SRR B AT — Mo A B RRRY AR, 7NN H MEZRR IR B R/ N T
(market fundamentals) B3 B A/ NgELUERS, — 825 exchange rate discon-
nect puzzle, UEWHEEERCTHEERA, f=(m-m*) - (y-y*), HF m
By AR ERRE BELEE E A HEE, RMAFBAERIER (G7)i1972Q1-
2005Q4IZEE L (LL US. BEYER), 1 (AU BIR) B REZEE) (As) BTG EE
BE) (Af) EABREEREDRR 1F,

BMTEERL, BRT UK LML, Var(As) > Var(Af). B, DIEERKEH], —
EBIBR RS LR E B EE (stylized fact) W13 1FT7R, 4 B MEZRRH B KA T

BEE (market fundamentals) R,
"McCloskey and Ziliak (1996) #— 4 5 f & AU EETTHE G i 78 I FE R B A 5 R 3 1k B AR

HZ 4 (statistical versus economic significance) Z &, HERHE 3 EAEHI A ST < #iE, B
BB FEE 7] 28] McCloskey and Ziliak (1996) LAK Ziliak and McCloskey (2004).
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1 ZHHMERETSERE R R

Var(As) Var(Af) Var(As)/Var(Af)
Canada 0.00062 0.00022 2.79895
France 0.00339 0.00019 17.83122
Germany 0.00371 0.00052 7.17779
Italy 0.00316 0.00039 8.04458
Japan 0.00360 0.00071 5.07221
UK 0.00256 0.00398 0.64322

R, iEEk—EEERE, HME AR B RS —(ERE 2 REA, MR
TURES RGBSR
FRIUT CEWMERER, R P EEER:

St =Pt = Di» (1)

Hep, s RAEER, p KRABME, p HOEYIE, LUTRR GRS, B THZRZ
4t HERB LI EUE. BRHBIEERER:

My —pr = ¢y — Ay, (2)
my = py = dy; —Aif, (3)

FRAEREERERMG m RAHERME SRAEEREETREH, y RE
i, i BAEFIER, i1 EESRAREI TR, Rk, N ERIEFIESFE R

i = if + EtSpy — Sp5 (4)
A LAEE:
se=(me—my) = d(ye—y;) + A(Espss — 5¢). (5)

W fi=(m—m;)—¢(yi—yi), Bl
1 A

Sy = mft + mEtStﬂ- (6)
R EBR, BT LI (6) FHK
1 &y Ao\
St = 1+/\j=zo(m) Etfz+j+(m) EiStikia- (7)
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5 T2 s, HUME—f%, FMIFFERIELIR (bubbles) AYFFAE:

k+1
lim ( ) EiStikn = 0,
k»oo \14+ A

L,

1 & A Y
St:1+)lz(1+/\) Etfia;. (®)

Jj=o

FEFEE SR, 44 H REZR PR E S AR TR T7 45 2 B R4 B A

BT TSI B B H M AR RE AR IR BA 0, R ETR T E E AR RGRTE R
RERTRE, BFTELH B A:
1. (BEA) f, = fii, + &, &~ (0,0%). TREN, THHEERS—(EFEHKIE S HA

(random walk model),

RIBFERES HIIEE, RATTLIBLILAES E fi.; = fi, forall j > o, KL,

1 & AV
St_1+)lj=zo(1+/\) fe=to

i
Var(As,) = Var(Af).
MR, 4 HERNEEETSEENKE A/ NI, BRAEHEEREHAE,
BRERRERBEEL A B—EKXBHEL,
BT, T A% EIE B:

2. (8L B) f, ~id (f, 02)o 758, OGEER— iid KA,

ST 5 R, BE4R f, 55 1id, BU E fis; = E(fij) = f, forall j > 0, HI,

1 A
St:mﬂ—i_—f'

1+ A
SHEBANTE
Var(As,) = (ﬁ)z Var(Af;) < Var(Af).

TRENEEED B [&& 4 HEARRE/NA TSR ), BEEE2MEK, fRERKT
iSER:Y



fRAU A BHER B R RBTAG T M B e iR 2L — (85 |, TR RS
flt n > 1 B
Var(As,) = nVar(Af;) > Var(Af,),

JRBIVEEEY R] DAREHE 4 H REZR I B A T 45 W B R
ETEMFREEE C:

3. (BE C) Afy = pAfio, + up u, ~4 (0,02), |p| < 1, 78BN, Af, BR{E—{EE R
AR(1) HIFEHEEE,

FAIRIE, 3 (8) ATSRR K

1 1

1+Aﬁ+1+a(1+a)fﬁ“ 1+A(1+A) Eifiast

(1_14/}A)f+(1:-\/1)( 1+}L) Eifin+ ( AA)Z(I 1:_\/1) Eiftin+

(2 )(Etfm P+ (=5 )(Etfm Eofo) +
:ft+2($) E/Afi;.

j=1

St =

HP Af, BERE ARQ), I
EAfi.j=p/Afs,

I,
A
&:ﬁ+1+A€ApAR

fm

As; = Af; +

(M- M)

Asi = (1+ k)Af, — kAo,

Var(As,) = (1+ k)*Var(Af;) + K*Var(Af,-,) —2(1 + k)kCov(Af,, Afiy),
=[(1+ k) +k>—2(1+ k)kp] Var(Af,).



TREL T T 15

_ (1+A=Ap)+2(1-p)p(1+1)A
(1+A-Ap)?

Var(As,) Var(Af,).

H p> o,

(1+A=-2Ap)2+2(1-p)p(1+A)A N
(1+A-Ap) '
H] Var(As,) > Var(Af,), IRENZE [RES %844 B RE 2SI B A T 55 B IR B U AT
FEHRER | WEET, A C PIFR—ERRIEE,

2 (hEHEEEREEIRAE

BIEATE p > o, Var(As,) - Var(Af;) > o, FREN, K T 41 8144 B REAS 3z
Bk TR B BT G, 5 TR A R LA S MR (qualitative
results) B2, WAEB B3 ERER, (BaBEET R,

AT, SR T S R SRR IE B PRI IR R R0, B MM — 7, “how
big is big” (&McCloskey (2000c)), 115t 37, i FIHERL{E FI At 7 A R A
HIRRE A S k. BB ET R E S, BefFR] DURI A2 B R (quantitative
results) FMEREIR) R 35,0

RBIARER, TR L FI BB AR T AR C, AR Stock and Watson (1993))
fhat, EHBEROFIEESE L ~ 40 (BF), MRMAUSEEE 67 AR THEE
) AR(1) (58, KBCEAH —0.43 B 0.30 2,

BEERIR, p A, (Rl Lt 2GRt Rk, INRBARE
EEHMEF R RIET p = 0.39, Hll Var(As;) = 2.21x Var(Af;)o B 221 THERE
SZRIAER, BT R/ANT 2 (RE 1), JREVEERIC SR DR 4 B B W a AR
TSR ERE), E2ER R SERENRET, AT ELUREE N EILER
4 B REZS 3 80, R, 4808 C 3 T2 — (BB IR B S A,

WE Y, IMREB MG R SRR A/, AR A e s 2R IA A2,
AT, (EE—IRA0R2, BEA C BERE—(F [RH) RO, (B 2SR — B 0B
2, IR, BRI C IR T —ER LIS (falsification) FOHEr.
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3 FEEW

ARSCHY H RIFER R aml o B i AR AL i RS, BFITR T M (ER e ARt Al v 2 o
BERNERETAERER: () SEERENNVAEREREH (o) EEE R
LR RES B B ET AR E BB IR HE (calibration) 4 R, FEFEREIA R
Fo Tt —2 DI—(E R BRI AL E (EGT, RI9A DAL R (EAR

EEEm S HAY, 2R TS ERR, E M. —EHEEE T
e TR MR A RE T 2 A A AT 2 R R B B . AR, SR A B G AR B It AR 3R
Er— A ERNEREL, —EfrefERENEREL t2—HEFE
FEREL, Kz, SRR AR E i A st R E A E R B . ZRBIZR
A, WRBANBRRITTHEIMET SR, BRATREAZBIRB I K/NE R, IEFE
TRl IS8 0 ZeAE], FOEE R E B B BB HE Y, SRR Lhis e
SRS 0 BK, RIT TS, FEEAGER A SR, AEL—ERAE
BRI, KR 0 ER G e, mit 0 BRBREAT, EHRERET, &
It a] LA 6 Bl R AT K E R A M E BRI KRB, TS 2] [RATHEEAR
REMEBROREES, RITTHES | ZiEH.

HEWANT, KEOE H A b s B AL T FE TR L ), BRI R
e HEEERAR, —~IVEERH NS REEEYERR, ERAETNREME
SRANEE FHBE, TR BRI S B, EREHERERED, (T2
R, BLIRGER, BRE, SEARMRAY, SRR A, FATHTIRGR, BREE... ), BIER IR AR
W EES B S

F S BRAPTRE 5 R R A & BefFIF R Hi RO MR ATE, R FFEE AR B A BB
TRt IR BB, A B, AN ST H B AFERS ST T M ERHER, IRt R R e R Y
BH9E, iz, B EAETE L2 R AE SR i 78 258 W R IR E At B C RIS AU A, 3
e T ER A I FE B A2
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