
Question 1 
 
a) What impact does Michael feel a possible hard no deal Brexit will have on our current difficulties. 
Obviously difficult, but how difficult. 
 
b) If 1) were to be combined with a second wave, how does Michael feel these twin dangers affect 
our next steps. 
 
c) How much leeway does the BOE have to keep buying our debt gilt issuance without external 
investors participating to a large degree. 
  
 
Michael’s answer 
 

a) The main effect of Brexit is on Britain’s ability to export and by extension growth. There is 
some indirect evidence that the Brexit has left the UK economy poorer by around 2% below 
where it might have been (prior to the lockdown). In truth, that is less than what I 
anticipated at the time of the vote. Lower GDP makes the debt burden more difficult to 
finance. On the other hand if in response the crisis, the EU does head in the direction of 
mutualising debt (I am not sure this is all that likely to really happen) the UK might well have 
become a net contributor had it remained a member. 

  
b) I suppose when talking about a second wave we shift from worrying about a 

lopsided V or U to something like a W or the Greek lower case letter omega. Even then there 
is a difference between a W and a W. To a large degree a lot will depend on how willing 
people are willing to risk their health versus their economic well being and a lot of that 
depends on all sorts of factors we still do not know much about. For example, suppose we 
simply quarantine the vulnerable, how dangerous is the disease for the rest of us? If we go 
by death rates alone, it seems not very. On the other hand what about the long-run health 
consequences for vast majority of people who survive? We hear lots of stories about 
damaged lungs, hearts, even brains that may never fully recover and I am sure these are 
true. But what is the prevalence of these effects? Is it one in a thousand or one in ten? So far 
I have not seen anything on how often these problems arise. 

  
c) A central bank can operate even if technically it is insolvent according to ordinary accounting 

standards. Generally, central banks collapse only if they borrow heavily in a foreign currency 
(sort of the story in Lebanon at the moment). This is not the case for the UK, so the BoE can 
buy as many gilts as it wishes and issue as much bank reserves in exchange for them. The 
question is what impact this will have on the money supply and then inflation? 

  
Question 2 
 
In this current environment, what would be the effect of Brexit on UK debt (whether there is a deal 
or not) and inflation? 
  
The question was similar to Question 1(a), and Michael Ben-Gad’s answer followed the same lines as 
the answer to Q1(a).  
  
 
 
 



Question 3 
 
Michael, just thinking about who holds this debt, including central banks is it a bit of a financial 
carrousel, with the debt holding investors and banks and central bank debt purchasing schemes, 
might there be further liquidity schemes and financial engineering, debt write offs if not why not 
what are the consequences? 
  
 Michael’s answer 
 
I largely agree with you. There is a distinction between gross and net public debt. The former is 
everything the government owes, even if some of that is owned by another governmental entity. 
This distinction is at its most extreme in the US because of the way it funds its Social Security system. 
During the years when the Federal government was taking in more revenue from social insurance 
payments (FICA) the Treasury issued bonds at preferred rates of interest and sold them to a 
different government entity, the Social Security trust fund. These bonds literally sit in a filing cabinet 
on the second floor of a government office building in Parkersburg West Virginia: 

 
This bit of debt theatre is meant reassure people that their money is being invested somehow and 
will be returned with interest when they retire. For historical reasons, largely to do with the way 
central banks like the Bank of England operated as private banks (though with special charters that 
gave them certain privileges and monopoly power), the convention is that bonds held by these 
entities are counted as debt held by the public, or net debt. In today’s world central banks are public 
entities, albeit with some degree of independence from elected politicians. Hence the liabilities of 
the BoE (monetary base) are liabilities of the government in the larger sense, only the Bank swaps 
the gilts for far more liquid bank reserves. The private banks will either lend the money out and 
increase the money supply (which is likely to be inflationary), they will choose to keep large amounts 
of reserves if compensated with higher interest rates, or the government/BoE will force the banks to 
keep the reserves even if it is no longer profitable. This last option is part of what we call ‘financial 
repression’ 
 
Question 4 (by Anthony Miller) 
 
Do you think the labour market is flexible enough to deal with any long term sectoral shifts resulting 
from the pandemic (e.g. from high street hospitality/retail to digital services)? 
 
Saqib’s answer 
 
First, while labour market flexibility is often associated with institutional flexibility (unions, laws, 
minimum wages, quotas, etc), it can also be a matter of demographic and geographic flexibility. In 
other words, even if labour markets are institutionally flexible, workers laid off from a declining 



sector should be able to move into the ascending sectors. As we saw happen with the North of 
England and the Rust Belt of the USA, many of the workers who lost jobs when manufacturing 
moved overseas, were too old to move into other occupations. In addition, the ascending sectors 
were centred on the coasts (of the US) and the southeast (of England), so jobs did not migrate into 
the declining regions, young people migrated out, leading to knock-on effects on other jobs and 
services in the declining regions.   
 
Second, is the current crisis comparable to the longer-term decline that characterised the shift out 
of manufacturing and into services of the 70s and 80s, or is it a shock, albeit a slow burning one, that 
will eventually go away? In some respects it looks like a long-term phenomenon, since it goes on and 
on, with no end in sight. Hopes for a V-shaped recovery have gotten increasingly dimmer. Today, 
however, we received some positive news about a vaccine, so perhaps by Christmas things shall be 
back to "normal" (as solemnly promised by the PM). Until that time, the government is doing its best 
to shore up vulnerable sectors, although it is debatable how effective its policies are likely to be. So 
perhaps this is will not turn out like the 70s.  
 
Third, and this is related to another question that followed yours: even if the virus ceases abruptly to 
be a threat, a new normal might have arrived. There appears to be plenty of anecdotal evidence that 
both employers and employees are reluctant to go back to offices, consumers are resolving to eat 
out less and bake bread more, theatres are experimenting with new ways to engage the public, 
airlines are retiring jets, etc. It is a bit easier to predict which sectors will go down than it is (for me) 
to predict which will rise out of these realignments.  
 
As I suggested in bringing up the parallels with manufacturing, the demographic and regional 
composition of shifts in labour demand versus supply will be crucial. As pure guesswork, I would say 
that there might be a shift out of big metropolitan cities to smaller suburban towns, but what 
London loses will be Reading's and Guildford's gain, not Blackpool's or Hull's. And compared to the 
70s, the effects on older workers will be less stark, since many of the declining sectors appear to be 
ones that recently were in the ascendant (airlines, restaurants, entertainment).  
 
Anthony’s reply: 
 
My question was not very specific. In hindsight I might have phrased it as “do we think the pandemic 
will have long term effects on the labour market and how prepared is the UK to deal with those 
changes?” 
 
If the virus threat goes on for many years then this will obviously have a profound effect the way we 
live and work, but based on the assumption that the health crisis will be over within 6 to 18 months 
there will still probably be some lasting effects. 
 
When the virus threat recedes I actually expect some of the cultural and leisure activities that have 
been hit hardest by the lockdown will bounce back fairly quickly (gyms, museums, cinemas, theatres, 
pubs, restaurants, vacations, etc). 
 
In relation to your second point, I think the lockdown has accelerated some long term shifts that 
were already starting to happen (more working from home, less business travel, less high street 
shopping, more automation etc). This could lead to various knock-on effects such as the decline of 
city centres, as you mentioned, and the pace of change could also lead to an increase in 
unemployment and income inequality. 
 



If that happens the UK will be in a tricky position as government debt is already on the high side and 
post-Brexit it will be difficult to balance setting internationally competitive tax rates with a need to 
redistribute income to the people who have lost out. 
 
 
 
Question 5 
 
Two questions for Aditya: a) how were the growth estimates for Scandinavian countries derived? 
Are they yours or is there a source for those? b) Any comments on India which imposed a very strict 
NPI for quite a few weeks but now is on an explosive trajectory? Any forecasts? 
 
Aditya’s answer: 
 

a) The projections for Scandinavian countries is by Danskebank's Nordic outlook, published in 
June 2020 (https://danskebank.com/news-and-insights/news-
archive/insights/2020/16062020). Danskebank is one of the largest banks in Scandinavia and 
has large number of customers in both Denmark and Sweden. There are of course other 
projections for these countries and all show similar falls for the countries. There is an 
interesting study by Andersen, et al. using Danskebank credit card data which is also worth 
reading (https://cepr.org/sites/default/files/news/CovidEconomics7.pdf).  

b) Yes, India did a strict lockdown but did nothing else of any substance. The covid pandemic 
was exacerbated by the suddenness and lack of consultation with the states (who are 
responsible for health) by the national government. There were many crises induced 
including migrant workers leaving cities as they lost their livelihoods. I suspect that this was 
the key reason that the disease spread across India. States which had systems in place, the 
exemplary case is Kerala, have been able to control the disease. The national government 
has been playing politics regarding reimbursing states with the finances due to them - 
leaving several of them under-financed to deal with the pandemic. This is one nice article 
explaining the pandemic in India (https://scroll.in/article/965814/what-do-mathematical-
models-tell-us-about-the-impact-of-lockdown-on-covid-19-fatalities-in-
india?fbclid=IwAR2Q1gdgSG8kXoJ6Wd-oDNg4-67mv-276YtlS2Pkl-JxEr9E-0jkODQeknU). In 
my view, India is one of the examples of how not to deal with the pandemic. There are 
others as well: UK, US, Brazil.  

 
 
Question 6: (by George Tchetvertakov) 
 
Do you think now could be the ideal time to transform the very fabric of how economies are 
measured and evaluated? In other words, instead of everything gravitating around GDP and 
inflation, an alternative system based on capacity utilisation, working efficiency, sustainability, could 
be setup instead. This would reduce the whole "more more more" culture globally. 
 
Saqib’s answer: 
 
Many economists that I know (and I) would answer your question in the affirmative (although I 
suspect some colleagues would disagree). I cite the work of Richard Layard and his associates on 
happiness and well-being, both for the advances they have made in measuring such intangibles and 
for their finding that higher income increases personal well-being up to a point, but after that, 
income become a means to get ahead in the rat race. This alone, not counting climate change and 
other ills, suggests that a ceaseless pursuit of GDP growth might be counter-productive  
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One of the arguments against replacing GDP as a measure of economic well-being has been 
logistical: there is an established science as well as long-standing data gathering mechanisms for 
measuring GDP and cross-checking the measurements. Replacing it with subjective measures would 
reduce the reliability of headline national accounts. Over the years, this argument has worn thin. The 
ONS now publishes regular statistics on UK well-being and in 2008, Bhutan famously declared 
increasing GNH (Gross National Happiness) to be its national target.  
 
There are other considerations that need to be taken into account. First, while GDP and inflation 
forecasts are not just useful for governments to gain (or lose) brownie points, they act as signals 
which help both firms and consumers make decisions. How would GNH affect such dynamics?  
 
Second, the current economic model is built on consumerism and mobility of capital. Both of these 
tend to act against moving to a slower, greener economy and the latter does a lot to empower large 
corporations at the expense of national governments. It does not seem possible to reform this world 
order without considerable multilateral effort (assuming that consumers do not spontaneously 
boycott it in large numbers). These days we are moving in the opposite direction.  
 
Third is the issue of R&D. According to statistics that I have seen, the private sector accounts for 
about 60-70% of investment in advanced economy R&D, even allowing for crowding out effects from 
public investment. Much of this is driven by the profit (i.e. growth) motive. I accept that in an 
alternative model, R&D would not stop; rather we might regain the 1970s world where small start-
ups were laying the grounds for a fundamental revolution in how we add x+y, from which an entirely 
new way of living and communicating emerged. But again, how do we get there?  
 
George’s response: 
 
First of all, looking at this subject from one perspective or in view of a rudimentary policy shift, will 
not suffice. 
To truly determine the most effective/best way of ascertaining group outcomes, it is essential to 
consider the subjects of philosophy, Natural Law and morality.  
 
Fundamentally, regardless of the way people measure output/performance, every individual forms 
an existential view of the world around them.  
They have no choice but to accept one of two outlooks: Either the collective is preferential over the 
individual or vice versa. This is a nuanced step people do not realise they must make (and 
unfortunately, the vast majority have picked the former). People have tacitly or expressly accepted 
that it's OK to make an individual suffer if the collective breathes easier. 
 
If we assume that collectives do take preference, then GDP is a superb tool and only improving the 
accuracy of data is required -- a reckoning and an evaluation of what is actually "best" doesn't need 
to occur. If the collective trumps the individual, then measuring the total sums of various things 
makes sense. 
 
However, if we assume that individuals take precedence over groups i.e. that sovereignty can only 
be found where "agency" is found -- i.e. within the individual mind and body of an individual human 
being. Therefore, concepts such as rights, freedom, tastes, preferences, guilt, regret etc -- can only 
occur from an individual's perspective. A "group" cannot think or feel or do, or be responsible for 
something, only individuals can. 
Under the second assumption, measuring what aggregate output (GDP) or other headline figures 
are, becomes largely inconsequential. If every individual has sovereign rights equal to what a nation 



or a monarch currently has -- they could issue their own currency, be free from all mandatory 
taxation, and therefore, would likely concentrate on statistics that point to what really matters in 
life. Namely, prosperity, efficiency, health, vitality, fitness, longevity, purity and excellence. If people 
knew that harming others was an inherent wrong in Nature, they wouldn't do so. However, most 
people do not know this and consider "might" to be "right". 
 
There are plenty of ways to measure actual values of prosperity and indications of aggregate 
performance, BUT ONLY IF an objective standard is recognised and used as a valid benchmark.  
Currently, there are no "objective" principles for health, prosperity, wealth etc -- every 
individual/country/region picks their own version, and if given enough time, harmful behaviour 
dressed up as fun or profit quickly becomes commonplace and becomes known as "Culture" and 
"Civilisation". When in fact, such behaviours are rather uncivilised and foolish. Good examples here 
would be legalised abortions, pharmaceuticals, synthetic diets, pollution, gene editing, animal 
cruelty (and the list could go on). 
 
GDP is a nominal and transitory statistic that merely shows a static image of something without any 
other qualifier or how it relates to practical real-world events. As a crude analogy, it is like ap photo 
instead of a motion picture. Moreover, the concept of GDP only benefits a particular layer of society 
rather than serving as a useful tool for society as a whole. Having access to accurate GDP stats 
benefits industrialists and multinationals far more than schoolteachers for example. 
 
There are plenty of statistics that can give various insights, but GDP is used as a barometer (and 
policy trigger) for almost everything. Alternatives to GDP are multiple including % of resources used 
efficiently, % of goods recycled, productivity, environmental sustainability, literacy, doctor visits 
before the age of 10 -- as just a few examples. 
 
However, health and environmental sustainability isn't "cool", it's not easy money and there's no 
quick buck in it. As a result, the majority of people gravitate toward quick bucks and don't stop to 
ask whether it may be wrong to do so. That's the larger problem: people just don't care about what 
is healthy and "good", but only that which suits the agenda of their collective. 
 
If, as both individuals and an economy, people embraced the true principles behind healthy living 
(natural law, healthy food, no synthetics, no need of government) then all the ills of the world would 
dissipate away. Alas, the issue is that people simply do not believe that objective principles in 
accordance with Nature actually exist. And they've also bought into the lie that governments are 
required for people to be safe while living in groups. 
 
The spread of moral relativism and atheism to the point of being the most dominant world view 
(especially among the scientific class), has made it almost impossible for people to realise that most 
economic statistics including GDP are measuring the wrong thing. They are measuring GROWTH but 
not whether that growth is healthy, or not. 
 
Either you or I, could easily dump a bunch of chemicals into a field and increase the rate of growth of 
various plants --- but those plants will become warped, mutated, and deviate from the natural order. 
They would be unhealthy abominations that cause illness. That's the agribusiness industry in a 
nutshell and it's symbolic of the wider economy -- ill health is considered OK as long as it generates 
commercial growth (GDP), production, expansion, larger, bigger, more, more, more. 
 
Another symbolic example is pharmaceuticals. As an extreme example to prove the principle -- if you 
imagine every person being diagnosed with a ghastly illness that will mean years of pain and 
suffering -- that's clearly a bad thing for individuals and on aggregate in society --- but if this 



happened, pharma stocks would appreciate immensely, they would generate larger tax revenues, 
while GDP would rise as more doctors are being hired, more people are spending money, more 
goods are being bought etc. But as you can see, this is insanity and not civilisation. 
 
Clearly, the architects of society have become so obsessed with GDP, to the point of creating 
economic monstrosities with a self-reinforcing compunction to win a race to the bottom. 
 
There IS a better way -- and it starts with accepting the simple premise that an ABSOLUTE standard 
of health, prosperity and what ought/should be in the world DOES exist. This standard is 
recognisable and can be determined by human thought/emotion but not by static utilitarian 
statistics that cannot capture or ascertain the inherent value in organic living beings. Moreover, 
from the statistics governments do generate, they are focusing on the wrong ones in terms of 
setting policy and incentivising private sector investment. Good examples here would include 
policies on drugs, healthcare and education --- all three are overfocused on short-sighted targets and 
chasing their own tails in attempting to deliver their objectives. They're all failures in achieving their 
set targets and it's because a genuine benchmark has not been set. 
 
What all these archaic institutions and policymakers are missing, is that just like when you want to 
grow a tree -- you don't start off with cutting out branches from wood and sticking them together 
with green bits of paper attached as leaves. That's just a fabrication and not the real thing. The same 
thing has happened on a macro scale with how policymakers (led by elitist skullduggery) are trying 
to "grow" their businesses and economies. They are not doing it organically or naturally -- and 
instead, forcing the issue with taxation, debt, derivatives, government policy, threats, penalties, 
coercion and abuse. The use of financial derivatives (the lovechild of GDP-focused growth merchants 
and state apparatchiks) is very much like pesticides -- they provide a boost today and create a desert 
tomorrow. If you look at any industry in any country, you will notice this propensity for toxicity at 
the expense of actual health everywhere. It's not an accident and it's not civilised.  
 
Any true system that people should actually be proud of rather than trying to overhaul every 4 
years, is one where people are voluntarily first in line to offer a voluntary donation for something to 
be built or made. Where the most popular celebs are celebs BECAUSE they're the most healthy, able 
and wise, rather than simply the best revenue generators and marketing pin-ups. A truly good 
society would be where inventors, healers and teachers of true morality are the most revered and 
worshipped like rock stars and athletes are today. 
  
For that to happen, people have to understand that the individual matters more than the collective 
and that according to Natural Law, it is everyone's sovereign right to make a better life for 
themselves without asking for government permission or a bank loan. Billions of people have been 
raised with false principles and have been programmed to love materiality, accumulation, self-image 
worship, hedonism and minimalism. A social engineering program of epic proportions that has left 
even learned academics and renowned captains of industry to lose their minds in pursuit of their 
little piece of the cake. 
 
Getting off this archaic system and back onto a path towards genuine health and prosperity requires 
every individual to realise that Natural Laws including how people should behave are objective, not 
subjective -- they are not for us to determine, but simply to understand correctly and choose from 
the available options. This deep spiritual awakening, in itself, takes hard work, introspection and 
going outside the comfort zone -- but considering how lazy, demoralised and defeatist society has 
become nowadays, in terms of understanding the inherent principles of life, it will be a miracle if the 
World Bank, the IMF, the banking sector and the cavalcade of Keynesian sycophants dropped their 
love of GDP anytime soon. 



 


