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[bookmark: _Toc2]Article summary:
1. The real values of long-term financial assets, such as the stock market, fluctuate in response to central bank actions and announcements, but this contradicts foundational New Keynesian macro theories and prior empirical evidence.
2. The authors present empirical evidence that low-frequency movements in short-term real interest rates are directly linked to low-frequency regime shifts in asset valuations and equity return premia.
3. The authors propose a macrofinance model of monetary policy transmission with two blocks that allows for regime changes in the conduct of monetary policy, which can explain the behavior of the stock market and fluctuations in short-term real interest rates.
[bookmark: _Toc3]Article rating:
Appears moderately imbalanced: The article provides some useful information, but is missing several important points or pieces of evidence that would be required to present the discussed topics in a balanced and reliable way. You are encouraged to seek a more balanced perspective on the presented issues by exploring the provided research topics and looking at different information sources.
[bookmark: _Toc4]Article analysis:
The article "Monetary Policy and Asset Valuation" by Bianchi presents new empirical evidence and a theoretical explanation for the link between monetary policy and long-term asset valuations. The article argues that while traditional AP theories cannot explain the large fluctuations in asset values in response to central bank actions, there is evidence of a direct link between low-frequency movements in short-term real interest rates and low-frequency regime shifts in asset valuations.

The article's main contribution is its proposed macrofinance model of monetary policy transmission, which consists of two blocks: one that determines risky asset prices driven by the behavior of a representative agent, and another that determines macroeconomic dynamics driven by a representative macro agent. The model allows for sticky expectations about inflation and regime changes in the conduct of monetary policy, which give rise to movements in the nominal interest rate that are conceptually distinct from those generated by monetary policy shocks.

While the article provides compelling evidence for its claims, it is not without potential biases. For example, the article assumes that market participants closely follow central bank communications and adjust their beliefs accordingly. However, this assumption may not hold true for all investors or market participants. Additionally, the article does not explore counterarguments or alternative explanations for the observed link between monetary policy and asset valuations.

Furthermore, while the article notes that changes in the conduct of monetary policy have generated large and persistent fluctuations in short-term real interest rates lasting decades, it does not fully explore potential risks associated with such fluctuations. For example, prolonged periods of low interest rates can lead to excessive risk-taking behavior among investors or create imbalances in financial markets.

Overall, while Bianchi's article provides valuable insights into the link between monetary policy and long-term asset valuations, readers should approach its claims with caution and consider potential biases or missing points of consideration.
[bookmark: _Toc5]Topics for further research:
· Risks associated with prolonged periods of low interest rates

· Alternative explanations for the link between monetary policy and asset valuations

· Potential biases in the proposed macrofinance model

· Impact of sticky expectations about inflation on monetary policy transmission

· Effects of regime changes in the conduct of monetary policy on asset valuations

· Behavioral factors influencing market participants' response to central bank communications
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