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Abstract
There has recently been an increase in concern of deflation, and in fact deflation is one of the greatest concerns today.
The representative theory of deflation is the debt deflation theory of Irving Fisher, which also has important implications
for business cycles. In this paper, I re-examine Fisher’s debt deflation theory in terms of the business cycle. Fisher
investigated the interaction between price change and interest rate, and therefore, I firstly explain Fisher’s approach of
prices and interest rate. His price theory is based on the equation of exchange, and in his “Theory of interest”, he developed
the determination of the interest rate. Finally I clarify the characteristics of his debt deflation theory. The important factors

of the theory are the role of expectation and the existence of the bubble.
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