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With a new year starting at Nova SBE, Nova Economics Club is also 
back! Our club has already conquered its “badge” as a reference of our 
school. We are the place where students can explore their interests 
and reflect about solutions applicable to solve the economic problems 
of the real world, always aiming to fulfil the goal of our 2012 founders: 
having real impact in society. Our team’s mission for this year is to put all 
our effort in defending and enlarging the excellent work inherited, from 
the Country Specific Recommendations produced for the European 
Commission in Portugal that were in our origin, passing through the 
dozens of articles written for our magazine or newspapers, the projects 
developed with our institutional partners and, of course, our flagship 
event that continues to grow year after year, Economia Viva.

With the help of our colleagues, teachers and partners, we believe 
that we can contribute for a better world and all our effort will be dedi-
cated to it!

Pedro Paiva Pereira 

L
E

T
T

E
R

 F
R

O
M

 T
H

E
 E

D
IT

O
R

S

CONTENTS
REGIONAL COVERAGE

4 Portugal: The illusion of 
generosity

6  Europe: An European 
Union that strives for 
more

8 Americas: What’s next 
for Brazil?

10 Asia: Muddying the 
water on China’s 
economy

12 Africa: Is the world 
losing the opportunity of 
the century?

14  Oceania: How’s the 
economy on the land 
Down Under?

NEC TALKS 

16  The future of the Euro: 
Interview with Johannes 
Lindner

NEC ARTICLES

18  Zero lower bonds and 
unconvetional monetary 
policies: Are we ready 
for the next crisis?

CLUB’S INITIATIVES

20 The future of a club in 
its genesis: An insight 
on the presentation of 
the 2019’s research 
projects

22  Economia Viva - the 
past and the future: An 
insight on one of the 
biggest events at Nova 
SBE

20 What is the deal

MEET OUR TEAM Dear Reader,

With the Summer coming to an end, it is time for another semester with another edition of 
the Nova Economics Club Magazine.

This will be the first to feature our new system of magazine editions, which will now be sea-
sonal, thus making this one the Fall Edition. Inside, you will find a large variety of economic 
topics, which cover several of today’s most important matters. You will also find an article 
written by the former president of NEC about the current state of the European  Union’s 
financial situation and discussing whether we are now more prepared to face a crisis.

In the NEC Talks, we present you an interview with the Head of the EU Institutions and 
Fora Division of the European Central Bank, Johannes Lindner, who kindly granted us an 
interview before participating in the debate “What’s Next For the Euro?” during Economia 
Viva 2019.

Lastly, we have two articles regarding the two major events we have organized during the 
previous year.

Enjoy reading this edition and we wish you an amazing semester!
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Both crowdfunding have reached their goals, 
which caused, as it normally happens in 
these situations, the national media to use 
the adjective “generous” as an inborn charac-
teristic of the Portuguese people. This kind of 
generalizations are a sensitive topic, even if 
only made by the media, but gain a different 
dimension when the President and the Prime-
minister reinforce such stereotypes whenever 
something similar occurs. Are Portuguese 
people truly generous? What is generosity, 
to begin with?

Generosity is the trait of being willing to give 
time/money to others, without expecting any-
thing in return. One could argue that being 
generous is irrational to the eyes of econom-
ics, as the costs of being altruistic, the time 
or money that people abdicate, are higher 
than the benefits, such as the satisfaction of 
having done a good deed. This is, of course, 
a subjective matter, which makes generosity 
a hard thing to measure and define.

However, Charities Aid Foundation (CAF) 
developed the World Giving Index, an annual 
report on charity all over the world, covering 
more than 140 countries, which is equivalent 
to approximately 95 % of the world’s popula-
tion. The method is simple, a representative 
sample of the population is randomly selected 
and questioned about, not only how much 
money they have given to charity, but also if 
they have helped a stranger or volunteered 
in an organization, in the last month. The 

ranking of the countries is made according to 
the value obtained in the Index (in %), which 
is the mean between the values recorded in 
the previously mentioned components.

Considering the public opinion, we would 
expect Portugal to occupy a good position 
in this ranking but, (un)surprisingly, Portugal 
came in 83rd place, with only 28% of the popu-
lation doing one of those 3 things. This makes 
us one of the least charitable countries in the 
world, as we are at the bottom half. Why is 
that?

When it comes to donating money to charity, 
only 20% of the Portuguese admitted doing so, 
in the previous month. The country’s modest 
result could be explained by the also modest 
wages and consequent financial difficulties of 
the families. However, poorer countries, such 
as Sri Lanka and Ghana, had better classi-
fications than us. It’s possible that corrup-
tion cases related with Raríssimas, the use 
of the funds gathered to help the victims of 
Pedrogão Grande, and, recently, Educação 
Popular, have caused a certain distrust regard-
ing Charity institutions and their management, 
which might have had a negative impact in 
the donations. Also, CAF reached an inter-
esting conclusion with the study: the money 
donated to institutions has a stronger link with 
the level of happiness of the country than with 
its GDP, corroborating the idea that Giving 
is more emotional than rational. Portugal is 

THE ILLUSION OF GENEROSITY
Covered by Joana Leitão

published, to 71st in 2013, our highest result.

The difference between what we think we are 
and what we seem to be, according to this 
report, is clear. There is an illusion of gener-
osity that was spread across the country and 
that convinced us that we are already doing 
enough for others. Maybe, as the Portuguese 
GDP is expected to grow 1,7% (according 
to the EU Commission) in 2019,and since 
we rose 10 positions in the World Happiness 
Report this year, we might have the chance 
to get closer to the country we already think 

a great example of that, as it has the 47th 
highest GDP in the world, but ranks 77th in 
the World Happiness Report, barely above 
the middle.

Regarding volunteering, Portugal has an even 
lower performance, with only 15% of the popu-
lation giving some of their time to charity. Once 
again, the lack of trust in the institutions could 
be an explaining factor, as well as the number 
of hours worked, that reduces the population’s 
available time. On average, a Portuguese full-
time worker spends annually more 77 hours 
at work than the European average, making 
Portugal the 5th European country with the 
highest number of hours worked.

On a more positive note, 50% of the respon-
dents said to have helped a stranger. This char-
itable act isn’t, generally speaking, restraint 
by any economic condition, being a pure act 
of generosity. The discrepancy between this 
value and the one recorded regarding volun-
teering, may suggest that the Portuguese feel 
more inclined to help in more personal situa-
tions, and when they can see the immediate 
impacts of their actions.

Additionally, Portugal has made a substantial 
improvement over the last few years, going 
from 129th in 2010, the first year the study was 

Sources:
CAF World Giving Index

Diário de Notícias
Jornal Económico

Observador
Público

A house destroyed by the fires of 2017 | Source: Carlos Manuel Martins/Global Images

At this time of the year, fundraising campaigns and events regarding firefighters and wild-
fire victims appeal to the generosity of the Portuguese citizens. Recently, in addition to 
this seasonal “Charity Calls”, two cases have caught up the attention of the public eye: 
Miguel Duarte, a Portuguese student who needed funds to defend himself and his compan-
ions from a criminal accusation regarding their alleged support of illegal immigration in the 
Mediterranean; and Matilde, a newborn diagnosed with spinal muscular atrophy type 1, that 
needed money to acquire the world’s most expensive medicine, to help fight her disease.

“WHEN IT COMES TO DONATING MONEY TO CHARITY, ONLY 20% OF 
THE PORTUGUESE ADMITTED DOING SO”
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The President-Elected presented an exten-
sive set of proposals regarding how she thinks 
the EU should behave, starting November 1st. 
The main points revolved around a European 
Green Deal, greater support for the European 
economy, a greater digital approach, stronger 
global role for the Union and further integra-
tion, cooperation and unity. Mrs von der Leyen 
even assured that if elected, by the 100th day 
of her mandate she would propose a green 
deal including the first European Climate 
Law, a coordination of European approach 
on human and ethical implications of artificial 
intelligence and a fair minimum wage for every 
EU worker allied to binding pay-transparency 
measures.

In the previous European elections, there was 
a clear call for action regarding climate change. 
The future EC heard it and centred a consider-
able part of its proposals on that issue. Efforts 
will be made for Europe to lead the response 
against this major problem, becoming the firs-
-ever climate-neutral continent. In a speech 
delivered on the 16th, July Mrs. von der Leyen 
stated “Our current goal of reducing our emis-
sions by 40% by 2030 is not enough. We must 
go further. We must try for more. A two-step 
approach is needed to reduce CO2 emissions 
by 2030, by 50 if not 55%”. Other green mea-
sures included the creation of mechanisms 
to join public and private investment to facili-
tate this transition. The focus will also fall on 

biodiversity loss-cutting, the support of local 
farmers and a circular economy strategy in 
order to spare our resources.

Since climate-active laws do not govern the 
Union, there will have to be a great effort to 
increase the EU’s competitiveness through 
an improvement of corporate taxation, among 
other measures. Another example is the cre-
ation of an insurance scheme for European 
deposits – especially after the number of 
banking scandals uncovered after the last 
financial crisis – and a mechanism to guar-
antee all citizens can sustain a decent living 
whether employed or not. Quotas for gender 
balance will also be on the spotlight in the 
next years.

Defence Unions, as well as completing 
the Digital Single Market and taking its 
Customs Union to the next level.

In addition, the new EC wants the EU to 
become a global leader, to find new part-
nerships and to take the approach of a 
sole pioneer if no other country is willing 
to make the necessary changes in their 
move towards a better World. Brexit also 
joined the debate, and the designed agree-
ment was described as “the best and only 
deal possible for an orderly withdrawal”. 
However, Ursula von der Leyen “will 
support a further extension if good reasons 
are provided”.

Democracy has been evolving, and thus 
the new EC is willing to transfer more power 
to the EP and thus to the people. Mrs. von 
der Leyen has also expressed a willing-
ness to improve the Spitzenkandidaten 
system, as her candidacy was a living 
proof it was not working as it was sup-
posed to. 

All things considered, the next European 
Commission showed a clear intention to 
make itself more noticeable, while still 
leaving space for national authorities 
where they are best fit to act. There is a 
clear wish to become stronger within the 
World. The President-Elected covered 
some pressing topics in her political guide-
lines for her presidency. With some MEP’s 
unsatisfied and others open to this new 
perspective, the EP is not sure of what the 
future will hold, and only time can tell with 
certainty what the final outcome of this new 
approach will be.

A EUROPEAN UNION THAT 
STRIVES FOR MORE

On the 16th of July, the European Parliament (EP) came to a halt for an extensive plenary 
session in which both the Spitzenkandidaten for the European Commission (EC), Ursula 
von der Leyen, and the Members of the European Parliament (MEPs) debated Europe’s 
future. It resulted in the voting which elected her as the next President of the EC with 383 
votes in favour, 327 against and 22 abstentions.

Covered by Diogo Conceição

Ursula von der Leyen | Source: François Lenoir/Reuters

Europe wants to lead the current great tech-
nological development and set its new stan-
dards. Therefore, it is fundamental to balance 
freedom of information and expression with 
security and privacy. This will become an 
increasingly pressing topic, especially with the 
generalization of the 5G network. The new EC 
is aiming to work towards its full digitalization 
and usage of digital literacy, paving the way 
for the European Education Area by 2050.

Since the EU is not alone in this world, it is 
seeking to create a New Pact on Migration 
and Asylum, as well as establishing humani-
tarian corridors for those forced to run away 
from their home countries, accompanied by 
a fierce fight against human trafficking. For 
this cooperation to be credible, the President-
Elected believes law must be up-help in equal 
terms to everyone and everything in the EU, 
aligned with a greater supervision and trans-
parency in law-making. This is regarded as 
fundamental for a deeper integration regard-
ing the Banking, Capital Market and European 

“EFFORTS WILL BE MADE FOR 
EUROPE TO LEAD THE RESPONSE 
AGAINST THIS MAJOR PROBLEM, 
BECOMING THE FIRST-EVER 
CLIMATE-NEUTRAL CONTNENT”

Sources:
European Commission

European Parliment

https://ec.europa.eu/commission/sites/beta-political/files/opening-statement-plenary-session_en_2.pdf?fbclid=IwAR2ZMJP0dmP9wSbTqzNu4dVtQAmh9y2u34wUK5yEjSkr0x4Y_p_qHv0TEg8
https://www.europarl.europa.eu/resources/library/media/20190716RES57231/20190716RES57231.pdf?fbclid=IwAR0Xow4lyP5h9Ux17rGd9ZH-fD9G6TbCJGpnWomLUInmB06E20M9IHU6_iU
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(see Graph 1). This is quite worrying, since 
according to the Brazilian government, if no 
reform is implemented the government debt 
is expected to be equal or even surpass the 
country’s GDP. 

Nonetheless, before drafting a reform one 
should understand the reasons behind this 
growing public debt. For some economists the 
answer is clear: the pension system is the one 
to blame. Under the current rule, it is possible 
for workers to retire, regardless of their age, 
with a minimum of years of contribution to 
the social security system (35 years for men 
and 30 years for women). This explains how, 
according to OECD, on average Brazilians 
retire before turning 60 years old, more spe-
cifically at 56 in the case of men and at 53 in 
the case of women. Moreover, some econo-
mists point-out that the pension benefits are 
unsustainably high.  

Related to this issue there is the Reforma da 
Previdência (Pension Reform), that was quite 
a controversial topic in President Bolsonaro’s 
campaign during last year’s general elections. 
However, it was also one of the reasons why 
markets reacted so positively as President 
Bolsonaro became a favourite to rise to power. 
Some key points in this reform are setting a 
minimum retirement age of 65 years old for 
men and 62 for women, as well as reducing 
pension benefits. 

So, what to expect for Brazil? Is it in the right 
track to restore its credibility? Or is it in the way 
of a recession with no turning point? There 
is no doubt that the Brazilian economy is not 
in the same shape as its past glorious days. 
However, it is also not in the crisis mode in 
which it was some years ago. One thing is 
clear though. The rate at which the govern-
ment debt is increasing is not sustainable. 
Implementing a reform that aims at reducing 
government expenses is an urgent matter and 
a signal for the markets on whether Brazil is 
making an effort to overcome the sluggish eco-
nomic growth of the last years. 

 

In order to try to answer this question, we 
should assess relevant economic indica-
tors starting with the GDP growth rate. When 
looking at a graph of the last 10 years, we see 
that 2015 and 2016 were critical years for the 
Brazilian economy with a fall of nearly 6% in 
output. In the following years, the economy 
failed to present the necessary strength to 
recover, registering low growth rates which 
are expected to be maintained in 2019. 

Another key indicator to assess an economy’s 
performance is the unemployment rate. As pre-
viously mentioned, 2015 and 2016 were reces-
sion years. Thus, with no surprise, the unem-
ployment rate reached all-time highs during 
these years, close to 14%. In more recent 
years, Brazil has not been able to reduce sig-
nificantly this rate. 

South American countries have a history 
of dramatic hyperinflation episodes. In the 
case of Brazil, it takes us back to the period 

between 1985 and 1994, during which the 
inflation rate reached values above 80%. After 
several unsuccessful attempts to stabilize the 
Brazilian economy, only the Real Plan, which 
introduced the Brazilian Real as the official 
currency, was able to put an end to the hyper-
inflation episode. More recently, inflation was 
high (not as high as 80%) during the crisis 
years but managed to fall to reasonable rates. 

Considering only these indicators, we can 
already paint Brazil as a country that is in a 
fragile position waiting to move upwards or 
downwards. Many experts believe that what is 
preventing this country from regaining its title 
of a promising developing country is a non-
stop increasing government debt. 

As pointed out by the current government 
and some experts, the previous govern-
ments left Brazil at a critical point. In terms of 
figures, government debt as a percentage of 
GDP has shown a steep increase since 2014 

WHAT’S NEXT FOR BRAZIL?

Brazil has completed over six months of being under the control of a brand-new govern-
ment after President Jair Bolsonaro won the general elections back in October of last year. 
The question everyone is asking now is: what is next for Brazil? Is the future as promising 
as Brazil’s past booming years?

Covered by Mariana Pires

Graph 1: Brazil Government Gross Debt to GDP between 2010 and 2018

Rio de Janeiro, Brazil

Sources:
BBC News

BBC News Brazil
The New York Times

https://www.bbc.com/news/business-48386415
https://www.bbc.com/portuguese/internacional-48916561
https://www.nytimes.com/2018/02/25/world/americas/brazil-pension-michel-temer.html
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CHINA’S ECONOMY MUDDIED 
WATERS

Reports of the disease continued to come out, 
and authorities stymied them; in a telling case, 
officials deleted photos of dead hogs from 
social media and pressed charges against the 
author for “disrupting the public order”. Public 
authorities in the Henan province spuriously 
announced that they had eliminated almost 
1 million pigs in order to “decrease livestock 
waste in adjacent canals”; concurrently, futures 
analysts touring Henan concluded that the 
disease was more widely disseminated than 
publicly thought.

The situation was not dealt with in due time 
and grew in due proportion; western observers 
agree it is the worst incident of African Swine 
Fever to date. Some go as far as to predict that 
around half of the country’s 440 million pigs 
could be consumed by this disease. In fact, in 
Guangdong province inventories have already 
been cut by half, prices of pig feed are down 
70% and there are wide reports of dead live-
stock lined against the roads in rural areas. In 
pig-producing provinces, prices have doubled, 
and many predict they may rise even further.

Covered by David Gravanita

hedge fund were to be made public, the firm 
could face major repercussions. If a Chinese 
citizen were to question these numbers on 
social media, the post would be deleted, and 
he might suffer repercussions. But we can 
infer that the economy is not doing well. Since 
last December, major technology companies 
such as Apple and Samsung have cut fore-
casts of sales in China. Moreover, Singapore, 
one of Asia’s major trading hub, and a so-
called canary in the coal mine for issues in 
the region, saw its GDP remain flat year over 
year in the second quarter of 2019. The city-
state’s exports to China decreased by 16% and 
its exports to Hong Kong, a majority of which 
are forwarded to China, were slashed by 34%. 
Other quarters saw significant declines. 

Markets dislike uncertainty; political conse-
quences aside, China would benefit greatly if 
it were more honest with her books. Until then, 
we can only hope that the future is not as dire 
for the Chinese People as it was for Chinese 
pigs.

Sources:
Bloomberg

Bloomberg Opinion
Channel News Asia

CNN
Dim Sums

South China Morning Post
Vox

It was in the summer of 2018 that the first rumblings started. A disease known as African 
Swine Fever was beginning to affect pig stocks in China. The Chinese Ministry of Agriculture 
and Rural Affairs was quick to spring into action, confirming more than 100 cases of the 
disease and taking out more than 1 million pigs for the sake of preventing its spread. 
Originally from Kenya, African Swine Fever is extremely contagious, hard to diagnose and 
can kill only a week after the first infection. The government claimed the situation was 
under control; but that was not the case.

The Chinese Government has slowly started 
to address this crisis more directly, but experts 
still believe they are downplaying the situa-
tion. In any case, this is the perfect encapsu-
lation of the issues one has covering China, 
and the arguably short-sighted approach the 
Communist Party takes to addressing these 
issues.

Official accounts of the number of Chinese 
pigs affected by African Swine Fever are 
deliberately tampered with. We have only a 
vague idea of what was done to contain this 
crisis. The Government continues to blame 
the imports of foreign (infected) pigs and big 
western corporations for the crisis, instead 
of recognising poor conditions in Chinese 
farms and potential wrongdoing in its course of 
action. Chinese locals who questioned the offi-
cial line were in some cases criminally prose-
cuted. And when the chief economist of UBS 
covered this issue (ironically, concluding it did 
not pose a threat to investments in China), 
state media mistranslated his statements and 
ridiculed him; firms, public and private, were 
urged to cut ties with UBS, and the chief econ-
omist ultimately put on leave.

It is under this light that one should review 
the numbers of Chinese GDP growth in the 
second quarter of 2019. China’s domestic pro-
duction grew by 6.2% year over year, accord-
ing to official sources, and western news 
outlets were quick to point out that this is the 
lowest growth rate in over 30 years. But we 
should not trust these numbers blindly. Some 
say that predicting Chinese GDP growth is the 
easiest job in the world – as official figures 
always match or narrowly exceed forecasts; 
analysts euphemistically call this “smoothing 
over”. International experts do agree that the 
Maoist-era practice of inflating measures by 
two to three factors is long gone, but also say 
these numbers are not to be trusted. However, 
China hawks remark that internal pressure to 
conform ideologically and to meet targets and 
quotas under President Xi Jinping is greater 
than at any other time since Mao.

For these reasons, nobody has an accurate 
grip on the state of China’s economy. If a dis-
senting report from an investment bank or 

The Great Wall of China

https://www.bloomberg.com/news/articles/2019-07-12/singapore-s-economy-contracts-sharply-as-manufacturing-slumps
https://www.bloomberg.com/opinion/articles/2019-04-24/china-s-handling-of-swine-fever-outbreak-similar-to-sars
https://www.channelnewsasia.com/news/business/nodx-june-exports-trade-statistics-down-11726888
https://edition.cnn.com/2019/07/15/economy/china-gdp-growth/index.html
http://dimsums.blogspot.com/
https://www.scmp.com/economy/china-economy/article/2186592/singapores-january-exports-china-collapsed-very-worrying
https://www.vox.com/2019/6/6/18655460/china-african-swine-fever-pig-ebola
http://www.plasticseurope.org/application/files/4315/1310/4805/plastic-the-fact-2016.pdf
https://www.ellenmacarthurfoundation.org/assets/downloads/EllenMacArthurFoundation_TheNewPlasticsEconomy_Pages.pdf
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IS THE WORLD LOSING 
THE OPPORTUNITY OF THE 
CENTURY?

Some call it the new “Scramble for Africa”, in 
light of what was the colonisation process of the 
Europeans in an effort to guarantee the control 
of Africa’s natural resources, which started in 
the 19th century. Others say it has nothing to 
do with that domination period. Instead, the bet 
on Africa is nothing more than a win-win situ-
ation in which those who invest in infrastruc-
ture get their return and those who receive the 
foreign investment benefit from the spillovers 
that it brings, mainly economic growth.

Whatever one calls it, certain is that while the 
United States of America seem to be retract-
ing from the continent (especially since the 
last administration took command) and the 
European Union took too much time to act, 
rising powers gained some advantage. Led by 
China and complemented by other actors - such 
as Russia, India, Turkey and even the Middle 
East Countries - the foreign direct investment 
growth may change the way we, Europeans, 
look at the continent that lies south. It can do 
so by changing its living standards and the 
display of power around the world, as invest-
ing countries gather African allies which can 
be extremely relevant in some situations such 
as the United Nations’ General Assemblies.

Although sometimes accused of predatory 
investment, most of the Chinese investment 
does not go to resources’ exploitation. Actually, 
only 29% of the total FDI in Africa is directed to 
mining . The rest is invested in infrastructures 
such as roads, major railways, dams, airports 

or wind farms. Moreover, while Chinese rail 
investment in Africa, for example, was already 
a reality in Mao’s era, it is now being made in 
the form of commercial loans instead of an 
offer as before. And here lies the main threat 
to economic sovereignty perceived by many 
analysts. Whilst China has accumulated loads 
of foreign currency reserves, it has attained 
the capacity to borrow a significant amount in 
funds that other strong political agents such 
as Europe and the US cannot follow. Hence, 
the rising power can sponsor projects as large 
as the “new Shenzhen” city in Tanzania, a $10 
billion dollars investment in the largest port 
of Africa alongside a special economic zone 
funded by the Omani sovereign fund . The rel-
atively low interest rate and large maturity of 
the loan are two arguments in favour of accept-
ing the Chinese investment as a value added 
one, although, it will only apply if and only if 
the economic benefits of the projects comply 
with what is planned. If not, countries from 
the East African coast, whose debt rose sig-
nificantly in the last decade, are in danger of 
seeing their main infrastructures taken by the 
Chinese which could be, as many observers 
fear, a new form of colonialism. Despite being 
the most significant creditor for only 3 coun-
tries, according to the China Africa Research 
Initiative at Johns Hopkins University, China 
is the biggest bilateral lender with 20% of total 
loans to Africa.

Other form of growing Chinese influence in 
Africa are the number of immigrants that arrive 

Covered by Pedro Pereira

to the continent. It is estimated that around 
a million Chinese live now in Africa leading 
some to say that the investment is not gener-
ating new jobs for the Africans. Although there 
may be some tensions between the natives 
and the immigrants , there seems to be evi-
dence that Chinese firms also look for African 
workers to fill in their job positions and, at the 
same time, the import of Chinese manufac-
tured cheap goods contributes to the rising of 
real wages in Africa.

In what seems to be an attempt to react, 
Europe has announced €40 billion in grants 
for Africa between 2021 and 2027 as part 
of the so-called “Marshall Plan for Africa”, 
mainly pushed by the German government. 
Reinforcing living conditions in the Sahel coun-
tries (which host or are a route for many of the 
migrants trying to reach Europe) has also been 
a preoccupation of the EU and the Finnish 
prime-minister claimed that the EU-Africa part-
nership would be a priority of the country’s six-
month Presidency of the EU. Despite a deteri-
oration in the trading position in the last years 
between the US and Africa, the Americans 
also seem to be trying to allocate more funds 
to invest in this continent.

The African people, on its side, are conscious 
that these steps forward were pushed by the 

Chinese investment, which opened doors to 
a whole bunch of new alternatives. The debt 
burden, possible corruption schemes and the 
lack of environmental and social responsibil-
ity, as well as disregard for democracy that 
China and Russia, for example, show for the 
African countries may be a problem in the 
future. However, for now, the investment and 
perspectives of development matter the most 
and the West seems to have lost track of its 
plan to become an active part of this potential 
industrial revolution of the 21st century.

From 1 billion in 2019 to 2 billion in 2050; from those 2 billion to 4 in 2100. These are the 
UN’s predictions for the population growth in the African continent until the end of the 
year. If not by real economic development, the economic growth in Africa is most likely 
to strengthen soon due to the rapidly increasing population and there is a run for gaining 
influence in the continent.

Mine in Ivory Coast | Source: Thierry Gouegnon/Reuters

Sources:
The Guardian

Tutor2u

https://www.theguardian.com/cities/2018/jul/31/china-in-africa-win-win-development-or-a-new-colonialism
https://www.tutor2u.net/economics/reference/foreign-direct-investment-in-africa
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HOW’S THE ECONOMY ON 
THE LAND DOWN UNDER?

Its high reputation for living quality is highly 
supported by innumerous rankings considering 
several Australian cities as the most liveable 
in the world, such as The Economist surveys. 

Despite all these appellative factors, the truth 
is that Australia is much more than surf, high 
salaries and massive spiders: it is its economy, 
which is in the base of all its status and quality of 
life. Several aspects of the Australian economy 
deserve special analysis and, regardless all 
the optimistic points mentioned, some say a 
recession is an inevitable scenario in the near 
future. More optimistic views, however, state 
that positive forces can offset an expected 

reduction on housing construction and con-
sumers spending on goods and services. 

Australia has recorded sustainable standards 
for GDP growth over the past years as in 2017 
reached its maximum value (3.4%) since 2012. 
These values reflect not only outrageous pro-
ductivity levels – as 15 out of 20 industries are 
rated above the global average – but also its 
exponential population growth, which consti-
tutes the base of such economic resilience. 
This growth, however, is expected to decrease 
due to several factors pushing overall demand 
down. 

Covered by Pedro Neves

Housing prices and construction are declining 
sharply having notable implications on eco-
nomic growth. The housing bubble changes 
expectations regarding the savings rate, which 
is now unlikely to keep its downward trend. 
Such fall in home prices translates into a nega-
tive wealth effect on households. This allied to 
the weak growth on wages leads to a predict-
able fall on consumer spending. Uncertainty 
caused by a possible change in government 
also does not increase prospects for invest-
ment. Clearly these arguments lead one to 
fear an outcome that Australia has not expe-
rienced over the past 27 years: a recession. 

But “is the glass half empty or half full”? 
This proverbial phrase is accurate in face of 
Australia´s situation. Some other factors point 
to a considerable decrease in growth, but still 
not enough to have a recession. A big compo-
nent of the Australian economy is composed 
by a massive contribution of net exports to 
growth, mainly influenced by the chief Asian 
economies such as China, Japan, Korea and 
India. Positive forecasts for this indicator, moti-
vated by an exponential increase on natural 
gas exportations (making Australia one of the 
worlds bigger exporters of this resource), take 
off some pressure driven by the fall on demand, 
even that China-US trade wars increase the 
uncertainty of this segment. Rising on public 
infrastructure spending and an increase on 
firm’s performance also provide good conjec-
ture on economic growth. 

As long as all these factors keep pointing to 
a sustainable economic growth and inflation 
rate, we should not expect a rate cut from the 
RBA (Reserve Bank of Australia). Most pes-
simistic views consider this is an inevitable 
move from the central bank given the fall in 
housing prices in main cities like Sydney and 
Melbourne, as to contradict the decrease in 
consumer spending and a possible reduc-
tion in inflation. If this is the case, one would 
expect the Australian dollar to keep falling, as 

a consequence of the constant increase on the 
FED rates in the U.S. 

No one can certainly state which will be the 
outcome of all these contradicting forces. 
Independently of all the pessimism, Australia´s 
economy has all the necessary tools to fight a 
less favorable economic stability (independent 
monetary policy and currency and a strong 
liberal labor market). It is for no reason that this 
country´s reputation is still at highs. It is fair to 
say that, at this moment, Australia´s biggest 
hazard are still its animals, and not by far its 
economic situation. 

Amazing weather, awesome beaches and a two to one proportion of kangaroos per person: 
the land down under is one of the world’s main living destination for various purposes. To 
either work, study or simply enjoy all the natural beauty spread over almost eight million 
squared kilometers, Australia has been a top choice destination for immigrants as 64% of 
its population growth in 2017 is composed of overseas migration.

Treasurer Josh Frydenberg and Prime Minister Scott Morrison | Source: Dean Lewins/AAP

Sources:
AMP Capital

The Guardian
The Guardian: Business

The Heritage Foundation

“SOME OTHER FACTORS POINT TO 
A CONSIDERABLE DECREASE IN 
GROWTH, BUT STILL NOT ENOUGH 
TO HAVE A RECESSION”

https://www.ampcapital.com/au/en/insights-hub/articles/2018/September/five-things-Australian-economy?fbclid=IwAR1ZVZ68tUc8P-vNwZMfeJ86FbNy3pF4Q4TRApK_lygKaFKwsJcgqKPsmIc
https://www.theguardian.com/business/grogonomics/2019/sep/08/has-scott-morrisons-government-failed-to-plan-or-is-it-actually-planning-to-fail
https://www.theguardian.com/business/grogonomics/2014/jun/05/six-facts-that-show-the-health-of-australias-economy?fbclid=IwAR1ZVZ68tUc8P-vNwZMfeJ86FbNy3pF4Q4TRApK_lygKaFKwsJcgqKPsmIc
https://www.heritage.org/index/country/australia?fbclid=iwar3ncolksssxiqv8oqzn7odmvav394ctbudqmkydavnmxyujf5fa_4cyt3e?fbclid=iwar3ncolksssxiqv8oqzn7odmvav394ctbudqmkydavnmxyujf5fa_4cyt3e
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MARIA POCINHO: Even though the ECB is 
an independent EU institution, it works closely 
with other EU institutions. How is this relation-
ship coordinated, more specifically with the 
European Parliament and the Council?

JOHANNES LINDNER: For the ECB, the 
relationship with the European Parliament is 
the flipside of the coin to its independence. 
Although we are shielded from the political 
influence from EU institutions and national 
governments and we can thus better achieve 
our objective, we still need to be held account-
able and explain our actions to the elected rep-
resentatives of European citizens. We also 
have an advisory role in the EU policy-mak-
ing process. We have seen, during the euro 
crisis, that it is important to share our exper-
tise. As observers, the ECB and its members 
are, for example, represented in discussions 
at the ECOFIN and the Eurogroup.

MARIA POCINHO: What are usually the main 
challenges faced by the Eurosystem and what 
do you predict to be the main challenges for 
the Euro in 2019?

JOHANNES LINDNER: There are probably 
three important aspects. The first point is how 
to calibrate our monetary policy to respond to a 
euro area economy that is robust but showing 
increasing signs of weakness, as explained 
by the ECB President in June at the central 
banking conference in Sintra. The second point 
is the discussion around the completion of the 
economic and monetary union. We have seen 
important progress at the Euro summit in June, 
when the European leaders committed to 

THE FUTURE OF THE EURO

INTERVIEWEE: Johannes Lindner, Head of the EU Institutions and Fora Division of the European 
Central Bank, which coordinates the relations with the other European Union institutions in par-
ticular the Council and the European Parliament.

An interview by Maria Pocinho, during the Economia Viva 2019

purchases. Are there any implications for ECB 
policies within the Market and Infrastructure 
area? What are the main challenges in this 
sense?

JOHANNES LINDNER: We’ve done some 
analyses at the ECB on how technological 
advances are impacting the payment culture. 
I find it quite interesting to see just how differ-
ent national payment cultures still are. I live 
in Germany where cash is still quite impor-
tant. The relevance of cash is in parts linked 
to privacy aspects. For example, there has 
been quite a debate around the ECB’s deci-
sion to phase out the five-hundred-euro bills. 
In many countries, it has been seen as a good 
way to fight corruption and money launder-
ing. Yet, many Germans are worried that if 
you clamp down on cash and pay more elec-
tronically, you’re traceable everywhere and 
that this ability to be tracked means that “Big 
Brother” is watching you.

MARIA POCINHO: The use of algorithmic and 
high-frequency trading is becoming more and 
more popular in financial markets. What are the 
main challenges of this for the ECB? In spe-
cific, can we guarantee the safety and integ-
rity of investors when selling and buying secu-
rities within the EU with current legislation?

JOHANNES LINDNER: One of the key points 
for me in this area is how regulation is aligned 
with financial developments and how we gen-
erate a sense of safety. Another dimension is 
how banks are reacting to the developments. 
Fintech and digitalization provide opportunities 
but also challenges for them. A further dimen-
sion is how we can generate and create a 
process of finding common standards. That’s 
an area where it is often advantageous to have 
the public sector and the central bank act as 
catalysts.

further deepening; nevertheless, more ambi-
tion is, in my view, needed. The last point is 
not as much a challenge for the EU but related 
more to the UK economy: Brexit. We have 
approached it in particular from the supervi-
sory and financial stability side and it has kept 
us busy. The ECB has not been part of the 
negotiations, but we are closely monitoring 
the developments.

MARIA POCINHO: What do you think about 
the future of the banking union? Will it even-
tually be possible for the euro area to have a 
common budget, to create the so-called euro 
bonds?

JOHANNES LINDNER: Progress has been 
more forthcoming in the area of banking union, 
while reluctance is higher in other areas. On 
fiscal integration, the leaders in the Euro 
Summit decided in June that a budgetary 
instrument for more convergence and compet-
itiveness should be established. This is posi-
tive. Yet, we at the ECB have argued for a sta-
bilization instrument that would focus more on 
complementing national fiscal policies when 
an economy is hit by a shock. What has to be 
kept in mind is that greater financial integra-
tion, to be achieved via banking union, can 
help smoothing shocks but cannot fully func-
tion without public tools to share risks. The 
latter are more difficult to achieve politically 
but in the long run also needed.

MARIA POCINHO: With technological devel-
opment, it has become clear that the ways of 
payment are changing, from physical paper 
and coins to contactless payments and online 

Johannes Lindner in Economia Viva 2019, alongside Ana Fontoura Gouveia and Francisco Seixas da Costas dur-
ing the debate “What’s Next for the Euro?”, moderated by Nuno Aguiar
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The Eurozone, however, does not withstand 
the Optimal Currency Area requirements and 
it hardly will in the near time future. For an 
optimal currency area to occur, regions require 
factors such as labor mobility, product diver-
sification, and openness on socioeconomic 
and political grounds allowing the possibility 
of fiscal transfers, homogeneity of preferences 
and a degree of solidarity. 

Although these criteria have been improving 
overall during the course of history of the Euro 
(and some have almost already been met), 
some of them have been frequently recog-
nized as key factors for the outbreak of the 
sovereign debt crisis – p.e. labor mobility in 
European countries is still bellow desired 
levels for an ideal OCA – the lack of sense 
of a common nationality and the use of differ-
ent languages are examples of causes to this 
barrier – in consequence, an asymmetric shock 
in labor demands under a fixed exchange rate 
regime requires a shift in supply to offset the 
different demands for labor. However, since 
labor mobility is sticky, wages aren’t harmo-
nized either and discrepancies are formed. 
Production and employment further escort 
financial capital mobility. 

With the Eurozone crisis, beyond public 
administration reforms and fiscal consolida-
tion measures, the ECB was required to resort 

to unconventional policy measures – meaning 
more than reducing interest rates to stimulate 
demand (conventional policy), with the risk of 
reaching a zero lower bound, it was required 
to change and expand the size of the central 
bank’s balance sheet, increasing its liabilities. 
ECB’s balance sheet grew 204% from 2 000 
000 million euros in 2009 to 4 800 000 million 
euros in 2017, mainly due to securities of euro 
area residents. Today, ECB warns rate cuts 
and QE again while US Bond yields inverted 
and several global economic forecasts fore-
shadow a cooling off of growth in the next 
periods.

In addition, some risks today are more present 
than in the past as to how the Eurozone can 
be prepared for a future crisis. Has there been 
a space for “a gradual unwinding of the net 
purchases” made? The ECB has only ceased 
its net asset purchase in the end of 2018 and 
refinancing and deposit rates are still quite 
low. 

Beyond negative economic effects incentiv-
ized from a long low interest rate period and 
the constant use of QE as an escape plan, 
there is still a large controversy as to whether 
some unconventional tools should be used at 
all or not, risking a “dysfunctional monetary 
policy” action, depending on the future lead-
ership, starting November this year. 

ZERO LOWER BOUND 
AND UNCONVENTIONAL 
MONETARY POLICIES:
ARE WE REALLY PREPARED 
FOR THE NEXT CRISIS?

Built with a sense of hope and optimism, the euro was never truly finished. For a common 
currency to exist within a certain geographic region (group of countries included), the 
optimal currency area criteria, developed in 1961 by the Canadian Economist Robert 
Mundell, is commonly referred by economists as crucial.

Written by João Cortes

Some, such as the French minister of Finance 
Bruno Le Maire, have claimed in the past the 
Eurozone not being “sufficiently armed to face 
a new economic or financial crisis”.

According to some economists, the contin-
uous increase in the central banks’ balance 
sheets can have collateral effects in finan-
cial stability, increasing its risk but not sig-
nificantly relative to the magnitude of aggre-
gate demand stimulus as an “expansion of 
the central bank’s balance sheet with a suit-
able tightening of macroprudential policy can 
have a net expansionary effect on aggregate 
demand with no increased risk to financial sta-
bility”. Over the long run, however, QE pol-
icies are nominal stimulus to the economy 
rather than real, encouraging debt creation 
and threatening the strength of the currency 
union as a whole.

While some analysts believe deposit rates 
cannot go much lower without distorting the 
money market, “the central bank does not 
have that much room to buy more government 
and corporate bonds”,  the European Central 
Bank already owns a significant amount of the 
bond market as a result of its earlier stimulus 
programs and it cannot purchase forever.

Beyond the issues posed from ageing popu-
lation, secular stagnation and the productivity 
paradox, leading to a sluggish growth in major 
developed economies and a deflationary envi-
ronment, commonly used to excuse this kind 
of policy, economic policies must adapt to the 
times in place and form alternative measures 
which should be more sustainable for a long-
term real growth scenario than Quantitative 
Easing. Monetary policies alone won’t be able 
to handle real growth issues in the economy 
forever, much less sustainably. Now is the time 
for structural policies to address the pending 
OCA key issues that will hardly ever be met 
in the near future and are crucial for a com-
plete response through alternative or substi-
tute policy means if necessary.

It is rather time to modernize the main tools 
of policy and research towards more cutting 
edge technologies already being put in place 
in less developed economies such as China, 
it is rather time to reinvent political systems in 
means that can reconnect to the masses and 
listen to the absence being met in the polls for 
the EU parliament.

A future eurozone-wide shock will require a 
common response by member states, with the 
indirect support from the people and a ground 
base policy response, with countries coordi-
nating monetary and fiscal policies in a con-
solidated manner – unconventional monetary 
policy alone won’t be enough, much less viable 
for an eight-year perspective (twice the QE 
treatment).

In the next decades, European countries won’t 
be competitive or globally relevant as they 
were in the past if they stand alone. They can, 
however, built policies that can finally complete 
the euro project – using alternative or substi-
tute means if necessary – and find a promis-
ing common future through a sustainable mon-
etary policy.

Sources:
Bloomberg

Bloomberg Opinion
CNBC

CNBC Europe
European Central Bank (2008)
European Central Bank (2016)
European Central Bank (2018)

European Central Bank Publications
National Bureau of Economic Research

Taylor & Francis Online
The New York Times

https://www.bloomberg.com/news/articles/2019-07-25/ecb-signals-rate-cut-qe-ahead-as-global-stimulus-push-picks-up
https://www.bloomberg.com/opinion/articles/2019-04-24/the-real-crisis-risk-at-the-european-central-bank-ecb
https://www.cnbc.com/2019/03/25/the-us-bond-yield-curve-has-inverted-heres-what-it-means.html
https://www.cnbc.com/2018/10/28/euro-zone-not-prepared-enough-to-face-new-crisis-says-french-finance-minister.html
https://www.ecb.europa.eu/press/key/date/2009/html/sp090428.en.html
https://www.ecb.europa.eu/press/key/date/2016/html/sp160728.en.html
https://www.ecb.europa.eu/press/key/date/2018/html/ecb.sp180606.en.html
https://www.ecb.europa.eu/pub/annual/balance/html/index.en.html
https://www.nber.org/papers/w22285
https://www.tandfonline.com/doi/full/10.1080/13563467.2018.1384455
https://www.nytimes.com/2017/07/20/business/china-artificial-intelligence.html
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THE FUTURE OF A CLUB IN 
ITS GENESIS

The academic year that has now come to an 
end was differently experienced and lived 
as it was the first (of many) at the new Car-
cavelos Campus. The impact of a change of 
this magnitude was not only limited to infra-
structures: it was reflected on the intensity 
of activities developed and organized within 
the walls of this “knowledge hub”. Nova Eco-
nomics Club was, for several times, the pro-
peller of innovative and engaging activities, 
from which I would highlight, for its ambitious 
goals and successful achievements, the Re-
search Projects’ Final Presentation Session. 
This was an attempt to rescue the original 
spirit and mission of the club, focused on re-
search projects and discussion of important 
economic subjects.
The basis of this initiative, which took place 
on the 17th of June, was the economic re-
search projects NEC members developed 
throughout the semester, many of whom 
are partnerships with prestigious entities in 
the field of Economics. This year, the proj-
ects presented had three collaborations with 
GEE – Gabinete de Estudos e Estragégia 
from the Ministery of Economics, two with 
GPEARI – Gabinete de Planeamento, Estra-
tégia, Avaliação e Relações Internacionais, 
from the Ministery of Finance and an inde-
pendent one.
We were honored to have with us a Com-
mittee responsible for choosing the best 
project composed with some of the most ex-
perienced and qualified professionals in the 
fields studied: Rui Constantino, Chief Econ-
omist at Santander; Victor Mendes, Director 
of the Cabinet of Studies at CMVM; Ana Rita 
Mateus, Economist at GEE; Ana Gouveia, 
Economist at the Bank of Portugal; Alexan-
dre Mergulhão, Economist at GPEARI and 
Joana Vicente, Executive Director of the In-
stitute of Public Policy.
The session started with the presentation of 
the independent project European Risk As-
sessment Agency (Alessandro Liscai, Diego 
Bonelli, Filipe Martins). It tried to diagnose 
and propose solutions for the problem of the 
credit rating agencies’ market and discuss 
the potential creation of an autonomous Eu-
ropean entity, which could obviate the conflict 
and moral-hazard problems present in this 
market. It was a follow-up and enrichment of 
the work underwent two years ago, after the 
motivation from a Nova SBE Professor. Af-
terwards, the project Impact of Qualifications 
on Productivity (Francisco Santos and Pedro 
Pereira with GEE), which, departing from a 
consistent literature review, built an econo-

metric model to analyze the impact of formal 
education and training on the productivity of 
workers. The following project was entitled 
Framework Conditions (António Lilaia, Ro-
dolfo Carrasquinho and Tomás Andrade with 
GPEARI) linked the (lack of) competitiveness 
of the Portuguese economy with some of the 
biggest institutional barriers limiting it. The 
results related to project that followed it, Tax-
onomy on Digitalization (André Santos and 
Caio Lomardo with GEE), which analyzes the 
evolution of various indicators connected to 
the digitalization of an economy in most Eu-
ropean countries. 
After a short break, the session continued 
with the project Productivity in the Quater-
nary Sector (Paulo Matos and Pedro Neves 
with GEE). Supported by a strong theoreti-
cal background, the authors presented strat-
egies and methods to better understand 
the components and impacts of the same 
on the productivity of a sector starting to be 
more recognized, but with some conceptual 
and methodological issues.  Lastly, it was 
presented the project Public Administration 
Modernization (Flora Marchioro and Pedro 
Tavares de Sousa with GPEARI), which de-
veloped a useful analysis of some KPI’s re-
lated to the modernization and quality of the 
services offered by the Portuguese Public 
Administration. 
Afterwards, a networking session hosted by 
Santander Money Club, allowed NEC mem-
bers to contact directly with the guests, fur-
ther exposing the works of the club and po-
tentiate future collaborations. In the end, the 
committee arrived with the verdict, attributing 
the prize for best project to Impact of Quali-
fications on the Economy and the second 
place to Taxonomy on Digitalization. The win-
ners were presented with the opportunity to 
participate in an internship at Santander, as 
well as books from NEC’s library and a cash 
prize.

All projects mentioned can be read in our 
website.

Written by Francisco Santos

http://novaeconomicsclub.pt/researchprojects/
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During the second week of February 2019, 
the new campus of Nova SBE in Carcavelos 
welcomed the fourth edition of the largest 
student-organized cycle of conferences re-
garding Economics in Portugal: Economia 
Viva. This annual initiative has been orga-
nized in a partnership between Nova Eco-
nomics Club (NEC) and the Nova Students’ 
Union (Nova SU) since 2016. However, the 
plans for the creation of a big cycle of confer-
ences prone to become a flagship event at 
Nova SBE had commenced a year before, 
when the board members of NEC and the 
newly elected Students’ Union begun dis-
cussing the idea. The objective was to cre-
ate a weeklong event aiming to propel the 
discussion of actual Economic topics at one 
of the best schools of business and econom-
ics in Europe.
Since then, Economia Viva has gained an 
outstanding national reputation, welcom-
ing in every edition several students – both 
national and international – from Nova SBE 

foreign speaker. Moreover, it obtained an 
overwhelming support from sponsors and 
partners. This, allied with the quality of the 
panels and themes discussed, culminated 
in being the edition with the highest number 
of registrations, a total of almost 1200 par-
ticipants, which is an increase of 20% when 
compared with the previous year.
This was a staggering result for the organiz-
ing team who had been planning the event 
for nine months. The themes debated in-
volved the situation of healthcare system in 
Portugal, the decrease in Productivity in the 
European countries (also called European 
Productivity Paradox), the future of the Euro, 
the problems with Housing Market in Portu-
gal, the weight of Artificial Intelligence in the 
world economy and the impacts of Trade 
Wars in both the Economy and Politics.
Even though we were extremely over-
whelmed by what we were able to achieve 
with the Economia Viva 2019, we want to el-
evate the bar even further high for the next 
edition. In 2020 we want to make Economia 
Viva even more international with a greater 
number of foreign guest speakers, while still 
bringing the most pressing matters in Portu-
gal, Europe and the World. We always strive 
for doing more and better and, as such, we 
are giving our best to prepare for all of you 
the best and the biggest Economia Viva ever 
made. We want to bring Economics to the 
public, hear all sides and take conclusions 
that allow us to make a difference and impact 
our society. For all issues, for all opinions, for 
all minds. This is what has always been be-
hind this great event and is what Economia 
Viva 2020 will once more aim to achieve.

and other faculties/universities, Professors, 
Politicians and Researches. Some key fac-
tors leading to this reputation are the choice 
of the themes debated and quality of the 
speakers involved, having already welcomed 
famous economists, politicians, CEOs, law-
yers and researches, some of them foreign-
ers – a number which has seen an increasing 
gradually.
Notably, this year’s edition, Economia Viva 
2019, managed to follow this pattern by be-
coming the most international edition to date 
with half of the debates having at least one 

Lars Nilsson, from the European Commission, deliver-
ing his presentation during the debate “Trade Wars”.

ECONOMIA VIVA: 
THE PAST AND THE FUTURE

Written by Diogo Conceição, Gonçalo Mendes Pereira and Pedro Paiva Pereira
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