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Great Depression Summary

• Equity and Housing bubbles

• Bank failures

• Natural events

• Poor policy

– Monetary policy

– Fiscal policy

– Trade policy
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Business cycles in Japan



Japan ‘Lost Decade’ Summary

• Equity and Housing bubbles

• Bank failures

• Deflation

• Policy – too little too late

– Monetary policy impotence

– Fiscal policy impotence
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Business cycles: Italy & the Netherlands
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Dot Com Bubble Summary

• Equity bubble

• Initial contractionary monetary policy

• Policy – too much for too long

– Excessive monetary stimulation

– Excessive fiscal stimulation



Financial Crisis Summary

• Equity and Housing bubbles

• Bank failures

• EU – sovereign debt

• Policy – too much too long

– Monetary implications – massive money supply 
increases

– Fiscal – massive increases in government debt

– Little room to maneuver in next crisis



Economic Position before Covid

• Economic Growth

• Future Indicators: 

– Baltic Dry

– Confidence

– Purchasing Managers Index (PMI)

• Debt

• Bank Solvency

• Stock markets



China Annual GDP Growth

USA Annual GDP Growth



Germany Annual GDP Growth

France Annual GDP Growth



Japan Annual GDP Growth

UK Annual GDP Growth



Russia Annual GDP Growth

Brazil Annual GDP Growth



Baltic Dry Index



Baltic Dry Index

First 
reported 
Covid 19



Purchasing Managers Index



US Manufacturing  PMI

US Services PMI



Europe 
Manufacturing  PMI

Europe Services 
PMI



UK Manufacturing  
PMI
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India Manufacturing PMI



China Manufacturing  
PMI



Netherlands Manufacturing  
PMI



Business and Consumer Confidence



US Business Confidence

US Consumer Confidence



EU Business Confidence

EU Consumer Confidence



China Business Confidence (PMI)

China Consumer Confidence



Russian Business Confidence

Russian Consumer Confidence



Dutch Business Confidence

Dutch Consumer Confidence



South Africa Business Confidence

South Africa Consumer Confidence



Debt

• Household debt as % of GDP



United Kingdom Household debt as % of GDP



US Household debt as % of GDP



Italy Household debt as % of Income



Netherlands Household debt as % of Income



France Household debt as % of Income



Bank Solvency



Banking





Equity Markets

• End February



Dow Jones Industrial Average



Japan Nikkei 225 Stock Market Index



Euro Stoxx 50 Stock Market Index



Germany Dax 30 Stock Market Index



Netherlands (AEX) Stock Market Index



UK FTSE 100 Stock Market Index



France CAC 40 Stock Market Index



China Shanghai Composite Stock Market Index



Russia Micex Stock Market Index



Housing Markets











Conditions after Covid

• Immediate effects 

– Depend on:

• Length of pandemic

• Impact on trading partners

• Estimated impact on Dutch Economy

• Wealth bubbles

• Banks?

• Policy options



Sector Slowdown
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3 Month Major Impact
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9% fall in GDP
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Six Month Major  Impact
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19% fall in GDP
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Equity Markets

• End March









Australia





Policy Options

• Fiscal – Debt constraints

• Monetary:

– Reduce interest rate

– Quantitative Easing
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United States Interest Rates



United States Real Interest 
Rates



Euro Zone Interest Rates



Euro Zone Real Interest 
Rates



United Kingdom Interest Rates



United Kingdom Real Interest 
Rates



China Interest Rates



China Real Interest Rates



US Quantitative Easing

QE3

QE2

QE1

$3.5 TrillionUS Central Bank Balance Sheet (US$m)



ECB Balance Sheet (€ Million)

EU Quantitative Easing
€3.5 Trillion



Policy Proposals

• US: 

– $2.4tn fiscal stimulus

– Funded through QE

• EU

– €500bn fiscal stimulus

– Funding …
– ESM (European Stability Mechanism)

– Eurobonds (‘Corona Bonds’)?

– QE?



So, what happens to the money?

• Inflation?

• Emerging markets 

– Only if there is carry trade incentive

• Equity

– Consequences

• Bubble

• Low yields and low long term interest rates

US Inflation



Equity Markets

• Early May











Australia





Political Fault Lines

• US (and others) accusation of China complicity 
in Covid 19

• Italy and Euro Zone

• Spain and Euro Zone



Corona Cases – Italy and Spain
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Current Account Deficit/Surplus
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Household Debt to GDP
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Questions & Discussion



Closure
Be Safe


