
Abstract: The classical dichotomy is the thesis that the real economy can be effec-
tively studied independently of the monetary economy. It says that the knowledge of 
technical details of the monetary economy as e.g. of the money markets, the stock 
market, and the interbank payment system is not needed if one wants to build a 
theory of the real economy. The aim of this paper is to critically asses the arguments 
that try to prove that the classical dichotomy holds. The paper summarizes models 
that show that money is neutral towards the real economy and therefore implies that 
money can be excluded from the analysis. Ultimately, the paper asks if it is really the 
case that monetary phenomena can be reduced to real phenomena. 
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on the face. But in the world of the classical economy, what an insane use to which 
to put it! For it is a recognized characteristic of money as a store of wealth that it is 
barren; whereas practically every other form of storing wealth yields some interest 

of wealth?
Because, partly on reasonable and partly on instinctive grounds, our desire to hold 
money as a store of wealth is a barometer of the degree of our distrust of our won 
calculations and conventions concerning the future
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