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TEAM

MEET OUR TEAM
Dear reader,
It is the beginning of a new semester, which Nova Economics Club has been
preparing with great ambition. The biggest cycle of conferences in economics fully organized by students in Portugal - Economia Viva - is coming, and
with it an amazing opportunity to lively discuss a wide range of topics. In this
edition, we will discuss matters related to economics of education and economics of healthcare, environmental and urban policy, the economic recovery from the pandemic and competitiveness. Similarly to previous years, we
will have with us distinct personalities from civil society with academic or
professional experience in the fields that will be discussed, including ministers, professors and wide known economists.
Furthermore, we are planning another set of useful events for our community, that you can read more about at the end of this Magazine.
Finally, a new semester will bring new ambitions to our insightful research.
After four successfully developed projects with ministry offices, college
knowledge centres and think tanks, we hope we will be able to open new
horizons, in different fields of study and by using more advanced research
models and techniques.
I hope you enjoy your readings and keep aware of what we are doing,
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LETTER FROM THE EDITORS

EDITORIAL
Dear reader,
The beginning of 2021 brings you this year’s first edition of the NEC Magazine. All about 2020.
While most people would prefer to forget about this previous year, we recognize the importance
of looking back before going forward. The world cannot move into 2021 without fully understanding what, and how, 2020 happened, and this Winter edition of the NEC Magazine aims to
play a role in that catharsis that we all must go through.
This time we provide you with analyses of some of the most relevant events that happened in
2020 from an economic perspective, like the RCEP, the UK-EU Trade and Cooperation Deal or the
officialization of Brexit, as well as the general review of themes like competition, stock markets
and happiness.
And as we come closer to this year’s Economia Viva, we remember last year’s one with an interview with the banker and former minister Fernando Faria de Oliveira, where he lays out his views
on the Portuguese and international banking system’s risks and regulation.
As always, we hope you enjoy reading this edition and that you learn something new!
Your NEC Magazine Team

JOANA LEITÃO
Co-Head Magazine

CARLOS OLIVEIRA
Co-Head Magazine
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YEAR IN REVIEW

YEAR IN REVIEW
30 JANUARY

C O RO N AV IRUS : WH O
DECLA RE S G LO B A L H E A LTH
EM ERG E NC Y
The World Health Organization (WHO) on
Thursday declared the coronavirus a public
health emergency of international concern.
Tedros Adhanom Ghebreyesus, the WHO’s
director-general, said: “The main reason
for this declaration is not because of what
is happening in China but because of what
is happening in other countries. Our greatest concern is the potential for this virus
to spread to countries with weaker health
systems, which are ill-prepared to deal with
it.” Despite the urgency, the medical expert
wants business as usual for commerce and
travel. “We don’t recommend trade and
travel restrictions as the WHO,” Tedros said,
arguing that such measures would be an
unnecessary disruption.

01 FEB RUARY

BREX IT: UK L E AV E S T H E
EU RO PE A N UNI O N
The UK has officially left the European Union
after 47 years of membership - and more than
three years after it voted to do so in a referendum. The historic moment, which happened
at 23:00 GMT, was marked by both celebrations and anti-Brexit protests. Candlelit vigils
were held in Scotland, which voted to stay in
the EU, while Brexiteers partied in London’s
Parliament Square.Boris Johnson has vowed
to bring the country together and “take us
forward”. In a message released on social
media an hour before the UK’s departure,
the prime minister said: “For many people
this is an astonishing moment of hope, a
moment they thought would never come.
And there are many of course who feel a
sense of anxiety and loss.”
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1 8 M A RC H

ECB AN N OUN CES €750
B IL L ION PAN DEMIC
EMERGEN CY PURCHASE
PROGR AMME ( PEPP)
The Governing Council of the ECB decided
the following:
(1) To launch a new temporary asset purchase programme of private and public
sector securities to counter the serious risks
to the monetary policy transmission mechanism and the outlook for the euro area posed
by the outbreak and escalating diffusion of
the coronavirus, COVID-19. This PEPP will
have an overall envelope of €750 billion.
(2) To expand the range of eligible assets
under the corporate sector purchase programme to non-financial commercial paper,
making all commercial papers of sufficient
credit quality eligible for purchase under
CSPP.
(3) To ease the collateral standards by adjusting the main risk parameters of the collateral
framework.
The Governing Council is fully prepared to
increase the size of its asset purchase programmes and adjust their composition, by
as much as necessary and for as long as
needed. It will explore all options and all contingencies to support the economy through
this shock.

YEAR IN REVIEW
19 APRIL

O IL PRIC E C R A SH E S INT O
N EG ATIV E T E R R I T O RY FO R
THE F IR S T T IM E I N H IS T O RY
AM ID PA ND E M IC
U.S. crude oil futures collapsed below $0
for the first time in history, amid a coronavirus-induced supply glut, ending the day at
a stunning minus $37.63 a barrel as desperate traders paid to get rid of oil. As billions of
people around the globe stay home to slow
the spread of the novel coronavirus, physical demand for crude has dried up, creating a global supply shortage.While U.S. oil
prices are trading in negative territory for the
first time ever, it is unclear whether that will
trickle down to consumers, who typically see
lower oil prices translate into cheaper gasoline at the pump.

1 3 AUGU S T

ISRAEL A ND UNI T E D A R A B
EMIRATE S S T R IK E
HIS TO R IC PE AC E AC C O R D
Israel and the United Arab Emirates have
reached a historic peace deal that will normalise diplomatic relations between the
Jewish state and the Gulf nation. The agreement, which the US helped broker, means
the UAE is on course to become only the
third Arab state to have full diplomatic
ties with Israel, after Egypt and Jordan. As
part of the agreement, Israel has agreed to
suspend the annexation of parts of the occupied West Bank. But the move has infuriated
the Palestinians. The Palestinian leadership
rejected the “surprising” announcement by
the US, Israel and UAE, calling it “an assault
on the Palestinian people and an abandonment of the rights of the Palestinians and
the holy sites”.

07 N OV EM B ER

B IDEN W IN S W ITH PL EDGE
TO TACKL E PAN DEMIC AN D
R ES TOR E SOUL OF AMER ICA
Joe Biden was elected the 46th president
of the US, pledging to tackle the pandemic
and restore the soul of America in a victory
that signalled the end of one of the most
tumultuous periods in the country’s history.
Mr Biden was declared president-elect four
days after polls closed, marking the conclusion of a bitter race against President Donald
Trump. Kamala Harris, his running mate, will
be the first African-American woman and
first person of Indian descent to serve as
vice-president. Mr Biden said Americans had
given him a “mandate for action” on everything from the coronavirus pandemic and
the economy to climate change and racism.
Mr Trump issued a statement within minutes
of the AP declaration in which he accused
Mr Biden of “rushing to falsely pose as the
winner” with the help of his “media allies”.

21 D EC EM B ER

EMA R ECOMMEN DS FIR S T
COV ID-19 VACCIN E FOR
AUTHOR ISATION IN THE EU
The European Medicines Agency has recommended granting a conditional marketing authorisation for the vaccine Comirnaty,
developed by BioNTech and Pfizer, to prevent
coronavirus disease 2019 (COVID-19) in
people from 16 years of age. EMA’s scientific
opinion paves the way for the first authorisation of a COVID-19 vaccine in the EU. “Our
thorough evaluation means that we can confidently assure EU citizens of the safety and
efficacy of this vaccine and that it meets necessary quality standards.” A very large clinical trial showed that Comirnaty was effective at preventing COVID‑19 in people from
16 years of age. The trial involved around
44,000 people in total. Half received the
vaccine and half were given a dummy injection. The study showed a 95% reduction in
the number of symptomatic COVID-19 cases
in the people who received the vaccine compared with people who received a dummy
injection.
WINTER EDITION 2020
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NEC ARTICLE

COMPETITION IN 2020
Covered by Ruben Bento
First-year Master student in Economics

INTRODUC TION
Last year will definitely be remembered for
the pandemic that is still going on in the
world which created one of the biggest social,
health, and economic crisis ever. Despite this,
competition still had a busy year. During times
of crisis, competition authorities tend to relax
some rules, mainly regarding cartels, the socalled “crisis cartels”, with the view that some
agreements between firms can avoid bankruptcies. This happened, for example, during
the Great Depression and we can wonder
if this approach was taken this year by the
European Commission as the fines imposed
to cartels drop from a four-year average of
around €2Bn to €288M this year.1 Nevertheless,
there were lots of competition cases this year
and many national competition authorities
broke records in regards to fines imposed on
firms. This was the case of Portugal, Poland,
France, Norway, Lithuania, and other countries. This article will briefly summarize
only three recent cases approaching different fields of competition policy. However,
many more could be referred to as important competition cases that took place last
year. Moreover, these cases will be analysed
in more detail during the following months
with a set of policy reports made by NEC.

CASES DISCUSSION
HUB AND SPOKE IN PORTUGUESE
SUPERMARKETS – RECORD FINE IN
Last December, the Portuguese competition authority applied the largest fine of its
history, around €304M, to six Portuguese
supermarkets (Continente, E.Leclerc, Lidl,
Pingo Doce, Auchan, and Intermarché) and
to two suppliers for the practice of collusion,
more precisely, Hub-and-Spoke. This took
place between 2007 and 2017 targeting the
market of soft drinks and alcoholic beverages
such as Sagres, Água do Luso, Gin Hendrick’s,
and others. The magnitude of this fine is
explained by the fact that it involved the
largest supermarkets in Portugal, resulting
in a scheme that hurt almost all Portuguese
consumers in a large range of products.
1 Source: Cartel Statistics Report from DG-Competition
NEC MAGAZINE

This scheme, Hub-and-Spoke, is characterized by a triangular relationship between one
common supplier and at least two retailers
that use this supplier to exchange sensitive
information about prices, facilitating collusion. For retailers, this approach of collusion takes the best characteristic of tacit and
explicit collusion: they coordinate prices as
cartels do and still avoid talking with each
other which is illegal. This relationship is then
used by the supplier to set prices, indicating
to the resellers the price that they should sell
and punishing if deviations take place. This
results in a price above the one that would
prevail if there was competition, increasing the profits of the parties involved at the
ALSTOM AND BOMBARDIER MERGER
– A €5.5BN DEAL
Last July, the EC approved the merger
between Alstom and Bombardier in a deal
worth up to €5.5Bn. These firms operate
in the rail transport industry supplying a
wide range of transport solutions from
high-speed trains to metros or trams.
When analysing whether a merger can take
place, authorities usually face the following
dilemma: on one hand, a horizontal merger
frequently results in efficiency gains by, for
example, increasing the scale of production
or avoiding duplication of fixed costs, increasing welfare; on the other hand, the merger
can result in an increase in prices either
through an increase in the market power
of the involved parties (unilateral effects) or
because the merger created conditions for
collusion to exist (pro-collusion effects). What
competition authorities must do is to weigh
both factors and determine which dominates.
In some cases, the merger can be approved
if some remedies are imposed, mitigating
the harm in competition from a merger.

The goal of this merger is to challenge
the Chinese world leader in the sector,
CRRC, increasing the scale of production.
However, in the past, the Commission had
already warned that the EU will not help to
create “fed and papered” industrial champions, but let competition drive innovation.
With this, the EC found that this transaction
would raise serious threats to competition
in some areas such as rolling stocks (railway
vehicles) in which the merged entity would
have a significant market position hurting
competition. To address these concerns
the Commission proposed remedies which
include the divestment in some areas where
both parties will sell some of their assets.

As a result, this agreement limited “intraband” competition which is competition
between the different distribution channels. Moreover, it also limited competition
between final retailers due to the lack of
competition between wholesalers upstream.

FRENCH COMPETITION AUTHORIT Y
FINES APPLE IN €1.1BN

Finally, Apple abused the economic dependency of APRs which led to the weakening and exclusion of some of them. This
abuse includes, for example, discriminatory treatment in which Apple supplied
retailers and Apple Stores at the expense
of these SMEs that were not able to fulfil
its demand resulting in the loss of customers. By doing this, Apple practiced
pre-allocation of customers putting these
stores at a disadvantage which is illegal.

In March, the French competition authority
fined Apple by more than €1.1Bn breaking its
previous record of €350M, a fine imposed to
Orange in 2015. The French watchdog fined
the digital giant for the practice of three
illegal anti-competitive practices.
The first illegal practice involves the existence of competition-killing agreements
from 2005 to 2013 with wholesalers that froze
the market shares of these firms preventing
competition. During this period, Apple allocated the distribution of its products specifying to wholesalers the exact quantity of each
product that they should deliver to its distributor. By doing this, Apple created an important distortion in competition as these distributors are in direct competition with Apple
itself to sell to final consumers (Apple also
sells its products on its website), controlling
how resellers were supplied with products.

Secondly, Apple imposed prices to Apple
Premium Resellers - SMEs that specialize in the distribution of Apple products - engaging in the practice of fixed
prices. This was done through contractual clauses and a price monitoring system
which enabled Apple to punish resellers
that do not follow the “suggested price”
by not delivering them Apple products.

Sources:
Motta, M. (2004). Competition policy: theory
and practice. Cambridge University Press.
Directorate for financial and enterprise affairs
competition committee
Portuguese Competition Authority
French Competition Authority

Hub-and-Spoke model

WINTER EDITION 2020

8

NEC ARTICLE

BELIEVE IN 2020 - A BULL’S
HISTORY

Covered by Franscisco Lhano
Third-year Bachelor student in Economics

A share is, roughly described, a small piece of a company. Therefore, when a company is performing well, the value of its shares is expected to increase, and vice-versa.

Over the last years, this has been, more
or less, happening. If we go back to the
financial crisis of 2008, we saw that, as the
economy was facing a crisis, the value of the
major indexes was very low. For example,
Nasdaq100 dropped from 2210$ to 1085$,
and the DAX30 dropped from 8100€ to 3600€
during the first months of the crisis. Moreover,
the recovery was slow, as it followed the slow
recovery of the economy. The Nasdaq100
took more than three years to reach pre-crisis values, and the DAX30 took five and a half.
Hitherto, 2020 proved itself to be a bizarre
year, also for the stock markets. When
western countries faced coronavirus for
the first time, the indexes behaved as
expected. The Nasdaq100 dropped from
9750$ to 6640$, and the DAX30 dropped
from 13830€ to 7965€. Perhaps many people
were expecting the markets to start recovering a bit but, once again, in a slow way,
as economies were not experiencing any
notable recoveries. However, this never
happened. What took years during the last
crisis, took months in 2020. The Nasdaq100
recovered its pre-pandemic values in four
months, and the DAX30 in eight. After that,
they have both reached historical records
in their value. In the American indexes, this
has been even more evident. The Nasdaq100
current maximum is now of 13595$, almost
40% higher than its value in February 2020,
when the pandemic first hit the country.

NEC MAGAZINE

Not even the electoral victory of President
Biden led to a decrease in the American
indexes, despite his promises of higher taxes.
In the end, the American stock markets
had one of their best years ever, when
the economy faced the greatest recession
since World War II, with GDP falling 3.5%.
There are, of course, companies that have
confirmed the rise in share value with good
results. For example, Amazon increased its
profits by almost 200% in the third quarter
of 2020, and Microsoft increased them by
30%, compared to the same period in 2019.
As the pandemic increased online shopping (Amazon’s core business) and remote
work (where Microsoft plays a major role
through cloud computing), the results are
logical. However, other companies presented results way below the expected and
had tremendous growth of share value,
despite it. Tesla is a good example. Tesla
had almost 700% growth in 2020 but, a few
days ago, it presented profits per share of
0.80$ in 2020. Considering that the analysts’ expectations were 1.03$ per share,
the actual value was more than 20% lower.
Therefore, it clearly shows how the stock
market is now experiencing a new investment boom, a phenomenon never seen
so close to a crisis (or actually during it,
as the coronavirus crisis is just starting).

Source: The Wall Street Experience

These events help to sustain the thesis that
the stock market is regulated not by reality but
by beliefs. It is now obsolete to still think that
“a negative shock in the economy leads to a
negative shock in the stock market”. The pandemic has confirmed that, for your company
to be successful in the stock market, you have
to make people believe in your company,
more than showing effective results. Besides,
the pandemic also showed that the expected
performance of an economy is not directly
related to the performance of its indexes in
the stock market. For example, the DAX30
increased its value (as stated before), but
the German GDP decreased 5% in 2020.
The FOREX market also unusually behaved
itself during 2020. For example, the Euro to
US Dollar increased a lot at the end of the
year. Once again, economic paradigms do
not corroborate this behaviour. United States
GDP decreased by 3.5% in 2020. In the Euro
Zone, the decrease in its larger economies
was much higher. The 5% GDP decrease in
Germany was its worst since 2009, France GDP
decreased by 8% and Spain’s one by 11%, for
example. Therefore, the expected outcome
was for the Euro to US Dollar to decrease,
as the American economy is better than
the Euro Zone one (or at least not as bad).
Nevertheless, the exact opposite happened.

Concluding, 2020 will lay down in economic history as one of the most uncommon years of all time. It was a terrible year
for the world economy, but one of the best
years ever for investing in the stock market.
The bull was very demarked, and investors who rode it had remarkable returns
on their portfolios. So far, 2021 has been
proving to be another good year for investors. As an investor, I hope it stays that way.
Sources:
The New York Times
Jornal de Negócios
Jornal Económico
Expresso
Dinheiro Vivo

WINTER EDITION 2020

10

NEC ARTICLE

HAPPINESS IN 2020
Covered by Daniel Silva
Second-year Bachelor student in Economics

INTRODUC TION

CONTEXT

At the beginning of every year, the
Sustainable Development Solutions Network
gathers a group of independent experts and
publishes the World Happiness Report using
data from Gallup World Poll. This report is
an extensive paper that includes the World
Happiness Index along with research in the
field of behavioral economics. The World
Happiness Index is a value within 0 and
10 that takes into account the following 6
variables: GDP per capita; Social support;
Healthy life expectancy; Freedom to make
life choices; Generosity; Perceptions of corruption. These are the variables that are
believed to have the most impact on happiness. While GDP per capita and healthy life
expectancy are retrieved from an actual data
base according to their country’s statistics,
the other four variables are measured using
the Cantril ladder method, where respondents think of a ladder, with the best possible life for them being a 10, and the worst
possible life being a 0 and are asked to rate
their own current lives on that 0 to 10 scale.
It is worth mentioning that, although the
reports are published every year, the data
from the index is not always from that specific year. Data from previous years is often
used in order to predict the value of the
current year. This means that the report
from 2020 does not include data from that
year, hence, the pandemic factor is excluded.

Graph 1 shows the evolution of the happiness score from 2015 to 2020 in Portugal,
the United States, Finland, New Zealand,
Germany and Denmark. As it is shown, the
happiest countries within this timeframe
have been Finland, Denmark and New
Zealand, with values mostly surpassing the
7,5 mark. There’s also a notable decrease in
the U.S. happiness ever since 2015, such a
decrease allowed Germany to surpass it and
become one of the happiest countries in the
world. Although Portugal’s happiness score
is much lower than the rest of the countries, it is the one that gained the greatest increase within this interval, converging to the rest of the developed countries.

In this article, I talk about the possible
impacts that 2020 might have on this
index. Starting off by analyzing the values
from previous years, the importance of
factors such as the government, technology and generosity in happiness, and
moving on to possible impacts that the pandemic may have in each of the variables.
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This section was mainly made for context
purposes, so the reader can get a feel of
what is the norm for this index. I highly recommend the reader to look up the reports
on the official website. There is available
information about 156 countries and what
“grade” each one got in every variable.

2019’S REPORT
The 2019’s report, studies the relation of happiness with important variables such as government performance, generosity and technology.
Regarding the importance of the government role, it is believed that measures
such as quality of policy delivery, control
of corruption, ability to reduce conflict
and achieve peace, impact the most when
related to the happiness of someone.
Here, generosity is defined as acting in a way
where the sole purpose is to help another
entity without expecting any compensation.
Examples of generosity include donations to
charities and volunteering. The study shows
that acting in a generous way can contribute
to personal happiness and that at-risk groups
of people are believed to be the ones that get
the most happiness when being generous.

Graph 1: Happiness Score Evolution

As for technology, the report found that
there is a relevant negative correlation
between happiness and the use of smartphones and social media. Although it’s only
a correlation, it is shown that most people
who spent more time on smartphones and
on social media, have also shown the least
happiness. However, it’s not possible to
infer that the use of these technologies will
decrease happiness, nor unhappy people
will spend more time on these technologies.

DISCUSSION
In this last section, I will discuss the possible impacts of the pandemic on overall happiness using all the previous information.
As we know, COVID-19 has caused an incredible change in the world. However, is it possible to quantify its impact on any of the
variables that form the World Happiness
Score? Although the 2021 World Happiness
Report hasn’t come out yet, it is interesting to think how COVID will change the
values that people attribute to each of the
variables. Besides the possible decrease
in GDP per capita, there are variables less
quantifiable that are worth wondering.
For instance, countries such as Portugal,
with a great value attributed to corruption
(meaning that people believe there is much
corruption in the government) might struggle when confronted with people’s opinions
during the pandemic. If not well handled,
people will be harsher when evaluating this
category, given the seriousness of the situation. However, when talking about generosity, it is expectable to see an overall
increase in value in developed countries.
It is not rare for people to be more generous during tough times, and if the pandemic
brought anything positive with it, was the
willingness of people to help out others.

As for the use of technologies, it is obvious
that 2020 brought with it greater reliability
to computers, smartphones, social media,
apps… And if we take into account that
there’s a negative relation between dependence on technologies and happiness, we
can predict that there will be a great number
of people feeling unhappier. So, there’s
one last thing to ask, where is this unhappiness shown? There is no variable for the
usage of smartphones or anything like it.
Well, Daniel Kahneman in his book Thinking,
Fast and Slow mentions that people often
replace difficult questions with easier ones,
giving special attention to the Cantril ladder
method for polls. What this means is that
the number that people give from 0 to 10
is often biased. Instead of thinking of their
general happiness, people tend to think
about the last few days or weeks. This will
give an unrealistic value since people will
may be more extreme when asked about
their happiness. Combining all the previous
assumptions for the future values of the happiness index, we can be sure of one thing,
people will most likely think of the last few
moments they can remember, and, instead
of giving a truthful statement, they will
polarize their opinions. For instance, when
asked about the corruption during the year,
respondents will remember a possible controversy that happened the day before and
will greatly decrease the value attributed.
Overall, when people have been recently
unhappy, they tend to generalize their
unhappiness and start to think they are
unhappy with life, while in truth, they
might just be momentarily unhappy,
and this will most likely reflect on the
2020 data whenever it is retrieved.

Sources:
World Happiness Report
Gallup
Kaggle
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UK-EU TRADE AND COOPERATION
DEAL: AN (UN)EXPEC TED
AGREEMENT TO SHAPE THE
FUTURE
Covered by Tiago Martins
First-Year Master student in Economics
After a four-year period of negotiation, the United Kingdom, led by its Prime Minister Boris
Johnson, and the European Commission, headed by Ursula von der Leyen, finally reached an
agreement concerning the future relationship of the UK with the European Union. The awaited
Brexit trade deal that was made known on Christmas Eve prevents Britain from leaving the EU
without an agreement, a scenario that was increasingly envisioned with greater eloquence.
To better understand the process under
Brexit, the UK left the EU on January 31st, 2020
in order to honor the results of the 2016 referendum. Nevertheless, the UK benefited from
an informal transition period that allowed it
to access the European market until the end
of the year. During this period, both parties
persecuted efforts to elaborate a formal deal,
which is known as the Trade and Cooperation
Agreement later approved by the Britain
Parliament on December 30th and in force
since January 1st, 2021. With more than 1200
pages, the trade agreement establishes the
UK’s exit from the EU Common Market and
Customs Union, leading to the end of the
free movement of people, goods, services,
and capital with the EU. In fact, it represents
the UK’s biggest trade change since its adhesion to the EU in 1973, which has instigated
a lasting community relationship now formally ceased.
The UK and the EU nowadays constitute
two distinct markets with decision-making authority as the first one retakes control
not only of its laws, leaving the enforcement
mechanisms with which it was associated,
but also of its money, borders, and trade.
Therefore, the European Court of Justice
has no longer any role in the UK and eventual disputes between the UK and the EU
will be referred to an independent tribunal.

Notwithstanding the bilateral legal and economic separation, the new UK-EU Trade and
Cooperation Deal presents an unprecedented
character as it is the first ever reached by the
EU with a third country consenting zero tariffs
and zero quotes on goods that comply with
appropriate rules of origin, thus preserving
benefits from trade for millions of people in
the UK and in the EU. If an agreement had
not been reached, trade between both parts
would have to be carried out in accordance
with World Trade Organization directives. This
means that exports of dairy products originated from the UK would face tariffs above
40%, substantially reducing potential gains.
As a matter of fact, this trade agreement
reveals itself as a major factor of commercial
stability considering the weight of the EU on
UK’s exports and imports. According to the
UK’s Office for National Statistics, 42.6% of
UK’s exports of goods and services - equivalent to £294.3 billion - were destinated to EU
member states in 2019. Inversely, 51.8% of UK’s
imports of goods and services, worth 373.5
billion, had been originated from the EU, illustrating the UK’s dependence on the EU and
elevating the importance of the deal reached.

Source: Office for National Statistics
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Source : Briefings for Britain

Indeed, the theme subject to further discussion and that ended up postponing the final
agreement was fishing, despite its tiny contribution of around 0.02% for the UK’s economy
in 2019 (UK’s Office for National Statistics).
In fact, one of the main reasons presented
by the campaign to leave the EU was to gain
control over fisheries due to previous problems at the borders. As a result of the negotiation process, a joint management of the
UK waters will be pursued for an adjustment
period of 5.5 years, during which the EU will
progressively lose its quotes up to 25% in
June 2026. Thereafter, annual negotiations
will take place to decide the share of fish
allocated to both parties and the UK will be
able to completely exclude the EU from its
waters, notwithstanding possible EU retaliation by imposing tariffs on the imported
fish from the former community partner.
Regarding transport, which has a preponderant role for the normal functioning of
the economic activity, the UK-EU Trade and
Cooperation Deal maintains air, road, and
maritime connection, assuring the flows
of passengers and cargo between the UK
and the European community area. Indeed,
there will be changes concerning travel as
people need to obtain a visa for long-term
stays and face roaming charges when moving
between the UK and the EU. At a professional scope, UK’s citizens are expected to
find it harder to work in the EU considering
that some qualifications could no longer be
recognized there while business from services sector will lose automatic registration in the EU markets and therefore must
adapt to each country’s legal framework.

Hence, the new rules imply the reinforcement of bureaucracies by the UK when
trading with EU countries, particularly North
Ireland as well as strict compliance with the
necessary requisites before travel, which
could lead to disruption not only at an individual level but also regarding business.
The deal also addresses the cooperation
between the UK and the EU in other areas
where goals are common, namely the protection against climate change, tax transparency, innovation, but also social and labor
rights. Thus, the UK will continue to provide
a financial contribution to EU programs
such as Horizon Europe that is research
and innovation related. On the other hand,
the UK did not want to negotiate rules for
foreign policy, external security, and defense
cooperation. Beyond the free trade agreement, deals concerning nuclear cooperation and security amongst citizens’ information were reached at the same time.
Hence, a troubled relationship between
the UK and the EU that seemed to result
in a divorce without any agreement
ended up undergoing a turnaround in
the last negotiation days. A deal was thus
reached, and a friendly cooperation is
expected to shape the future relation
between the EU and its new non-EU partner.
Sources:
BBC
European Commission (1)
European Commission (2)
GOV.UK
House of Commons (1)
House of Commons (2)
Office for National Statistics
WTO
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REGIONAL COMPREHENSIVE
ECONOMIC PARTNERSHIP –
A MAJOR MILESTONE FOR
GLOBALISATION
Covered by Isabel Caldeira
Third-year Bachelor student in Economics
Despite being a year where globalisation had its setbacks, 2020 also brought one of the biggest
free trade deals in history. The Regional Comprehensive Economic Partnership (RCEP) covers
a third of the world’s economic output and a third of the world’s population, representing a
major step towards economic integration.
In 2011, talks over a single multilateral
deal between Asia-Pacific countries began.
Almost a decade later, on November
15th, 2020, the RCEP was sealed between
15 countries: China, South Korea, Japan,
Australia, New Zealand, and the Association
of Southeast Asian Nations (ASEAN) - Brunei,
Cambodia, Indonesia, Laos, Malaysia,
Myanmar, the Philippines, Singapore,
Thailand, and Vietnam. The RCEP represents
a change not only to the world economy but
also to geopolitics. So, what can we expect
from it?
Along with investment, telecommunications, intellectual property, and competition, the RCEP covers red tape. The term,
often used in international trade, refers
to the process of complying with national
and international regulations regarding,
for example, customs declarations, trading
permits, and quality certifications. Since regulations tend to differ, red tape accounts for
a significant part of trade costs. Prior to RCEP,
several participating countries had free bilateral trade deals between them. However,
there were limitations, e.g., a company in
Malaysia might be under a free trade deal
with Thailand but would face tariffs when
trading with Indonesia. Now, this is simplified by uniform rules of origin that treat all
member nations equally, lowering export
costs and establishing an Asian trading zone
resembling that of the European Union (EU).
Moreover, the new trade deal expects to
eliminate nearly 90% of import tariffs over
the next 20 years.
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However, unlike the Comprehensive and
Progressive Agreement for Trans-Pacific
Partnership (CPTPP) - a trade agreement
including some of the same countries, such
as Australia, Japan, New Zealand, Malaysia,
Singapore, and Vietnam - the RCEP does not
establish uniform criteria on labour unions,
environmental concerns, agriculture, or government aid. Additionally, the 15 member
countries were unable to agree on rules
about cross-border data flows. Yet, the main
shortcoming of the deal seems to be India’s
absence. As a major emerging economy,
India’s presence could have been responsible for a striking increase in trade. In fact,
the country was part of negotiations but
withdrew in 2019, claiming the deal would
have negative effects on its agriculture and
industrial sectors. The main threat to Indian
businesses was China’s cheap imports and
its unwillingness to make compromises in
the services sector, an area where India has
competitive advantages. Consequently, fears
over China’s dominant position on the pact
are now stronger. To ease this problem, the
deal includes special provisions in case India
wants to rejoin.
According to Li, Scollay & Gilbert (2017), the
RCEP is likely to significantly stimulate the creation of FDI in all member countries. Using
the theory of firm heterogeneity extended
to FDI, the authors predict an increase in productivity thresholds for foreign firms which,
in turn, will improve the quality of foreign
investment through technology spillovers.
Additionally, Petri & Plummer (2020) estimate the RCEP will annually add $186 billion
to the global economy by 2030 and 0.2% to
its member’s GDP.

Figure 1 – Leaders and Trade Ministers of the 15 members of RCEP during the virtual signing on November
15th, 2020.

Suggesting a central role for East Asia in the future, the authors expect trade among all RCEP
countries to increase by $428 billion. As for the biggest losers, the U.S. and India are appointed.
Since former President Donald Trump withdrew from the Trans-Pacific Partnership (TPP), the
U.S. sits outside the main trading groups in Asia, making it difficult for the country to push
its agenda in trade negotiations. As of now, newly elected President Joe Biden has not made
clear if the U.S. will rejoin the TPP. In the case of India, the withdrawal from the RCEP threatens
strategic development interests and risks its position as a major power in global value chains.
Nonetheless, the benefits of cheaper inputs and goods will spread to all parts of the world and
member countries are likely to become an attractive destination for offshoring production.
In order for it to take effect, the RCEP now has to be ratified by national parliaments of at
least 6 ASEAN countries and 3 non-ASEAN countries. After this procedure, the deal will be
fully in force in 60 days. All things considered, the RCEP accommodates the interests of all 15
members, despite being at distinct stages of development. Still, as in any trade deal, national
businesses that are likely to suffer due to this surge in globalisation should be adequately compensated. By diversifying trade partners and solidifying supply chains, East Asia opens doors
for economic and job growth. This, alongside trade tensions coming from the U.S. and the
EU, is likely to further shift the economic centre of gravity to the East. As the Prime Minister of
Singapore, Lee Hsien Loong, said: “This is a major step forward for our region. At a time when
multilateralism is losing ground, and global growth is slowing, the RCEP shows Asian countries’ support for open and connected supply chains, freer trade and closer interdependence.”
Sources:
Financial Times (1)
Financial Times (2)
Financial Times (3)
Vox EU
RCEP.org
Li, Q., Scollay, R., & Gilbert, J. (2017). Analyzing the effects of the Regional Comprehensive Economic
Partnership on FDI in a CGE framework with firm heterogeneity. Economic Modelling, 67, 409-420.
Petri, P A and M G Plummer (2020), East Asian Decouples from the United States: Trade War, COVID-19,
and East Asia’s New Trade Blocs, Working Paper 20-6, Washington: Peterson Institute for International
Economics.
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BREXIT: THE WHOLE STORY
Covered by Margarida Chambel
Third-year Bachelor student in Economics

WHAT IT IS AND WHEN DID BREXIT HAPPEN?
Brexit is the concept that describes the end of the long relationship between the European
Union and the United Kingdom, which was broken when the UK decided to leave the
Union. Although the hypothesis was being discussed for some years, it was only on the
23rd June of 2016 , that the United Kingdom’s citizens had the right to vote if they wanted
to stay or to leave the European Union. Although the “remain” was the expected result for
most people, mainly from EU members, the “leave” won with the majority of the votes.
However, it was a small victory (51.89% vs 48.11%), which demonstrated how divided
the country was in relation to this subject. Many factors lead the victory of the “leave”,
mainly sovereignty, immigration and the actual and possible future of the economy.

FAC TORS
1.SOVEREIGNT Y
Sovereignty is the concept that is directly related with the supreme authority in a country.
That is, it measures the capacity of a country to make independent decisions, without
foreign intervention. By being in the EU, countries are forced to comply with four interconnected freedoms: capital, goods, services and people. Moreover, being an EU member also
means to take decisions collectively in some aspects that go beyond the national scope ,
but still influence the country. Finally, the UK, as a member of the EU, had to comply with
primary and secondary EU legislation. Therefore, according to the Primacy of European
Union Law, whenever there is a conflict between national and European law, the latter should
prevail. This principle and all the previously mentioned factors can be seen as limitations
to a country’s sovereignty, since they correspond to a constraint to the laws and wills of
member-states.
By being a member of the EU, most UK citizens felt that they were not making the most use
of their sovereignty, being dependent and below EU’s regulations and laws. Moreover, the UK
had to make several contributions to the budget of the European Union. Although it received
subsidies as well, the UK has been, in the last years, a net contributor to the EU, meaning it
pays more in contributions that it receives in subsidies. In 2019, it iwas estimated that the UK
had a direct net contribution of 9,4 billion pounds to the EU. So, by leaving the EU, the UK
was able to be in control of its own laws and regulations, of its borders and of the management of its money.
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Source : DW

2. IMMIGRATION
“Take back control” on immigration was probably one of the main sentences said and heard
during the Brexit campaign. From 1995 to 2015, the number of EU immigrants living in the
UK increased more than the triple, meaning the EU workers represent 6,3% of the active population. Furthermore, as it can be seen in table 1 , EU immigrants are, on average, more educated than UK-born citizens. Almost 44% of the UK’s working population abandoned school
when they were 16 or under, which is a huge difference when compared with 15% recorded
by EU immigrants regarding that category. Moreover, the employment rate is higher for EU
immigrants in comparison to the UK-born citizens, on working age population. Finally, the
percentage of inactive population is higher for nationals that it is for European immigrants,
which means that most of the immigrants that come to the UK, in working age, are very motivated to work in the country.
These information were used to implement the idea that the EU immigrants
were stealing work opportunities from
the UK citizens, which craved fear in
the society. So, having immigration
border control seemed necessary in
the UK to protect UK-born citizens.
Additionally, being already unsatisfied with the large number of EU
immigrants in the country, with the
emerging of the Refugee Crisis, the
unpleasantness increased even more.
The Eurosceptics argued that aiding
migrants was a decision which should
be in charge of each country, while
some EU members defended that
most countries should aid refugees.
Source : Center of Economic Performance
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3. ECONOMY
In 2008, the EU witnessed one of the biggest recessions in its history and has since then grown
at a very low speed, which indicates a possible stagnation. However, some countries were able
to recover more rapidly than others, for example, the southern countries, like Portugal, had a
slower recovery when compared with the UK. According to the World Bank Data in 2013, the
unemployment in the UK was 7,524% and 16.183% in Portugal, which is more than the double.
So, since the UK was integrated into an economic union with countries that were not growing
as much, the fear of getting behind or not expanding as much as possible, led some UK citizens to think that leaving the Union could be a viable and good economic decision.
Furthermore , by being part of a Customs Union, the countries share a common external trade
policy. This meant that, by leaving the EU, the UK would have the opportunity of developing
and implementing new trade relations and consequently potentiate its growth. T his made the
Brexit idea even more plausible among certain sectors of the population, since the UK could
open a large new market of trade agreements, with tariffs and quotas reductions.

WHEN DID THE UK OFFICIALLY LEFT THE EU?
The UK has officially left the EU on the 31st January 2020. However, this was far from the end
of this story since it was conceded an eleven-month transition in order to allow UK citizens
and firms to reorganize themselves for the definitive new changes ahead. In this transitory
period, the UK had the opportunity to present a deal to the EU.

WHAT CHANGED AND DIDN’ T CHANGE INITIALLY
WITH BREXIT?
Being a member of the EU for 47 years, and having such an interconnected economy, it wouldn’t
be possible to just leave the EU, an agreement had to be done in relationship to several aspects.
So, by leaving the EU in January 2020, it didn’t mean that all the aspects involving both countries had been discussed. Therefore, an eleven months transitory period was given to the UK,
until the 31st of December of 2020, in order for the country to have enough time to establish
a deal and prepare its citizens, foreign and national ones, and companies to future changes.
In these eleven months much things remained the same, however some have changed.
On the one hand, the main differences were the fact that the UK members of the European
parliament lost their seats, which was a result of not being part of any European institution.
Secondly the UK was no longer invited to EU meetings, and it could only attend one if it was
invited.
On the other hand, the main things that didn’t change were the border controls, the trade of
goods and services, the budget contributions and the free movement of people. So, although
some things changed in 2020, it is possible to conclude that the main pillars of the relationship between the UK and EU didn’t changed. These ones are only going to change when a
deal is implemented.
Now, in 2021, even the matters that remained the same in 2020 will change. The UK and the
EU will now start to write the new chapter of this story.
Sources:
BBC(1)
BBC(2)
European Commission (1)
European Commission (2)
Forbes
Center for Economic Performance
World Bank
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INTERVIEW WITH FERNANDO
FARIA DE OLIVEIRA AT
ECONOMIA VIVA 2020
Written by: Diogo Roberto
The interview was recorded in February 2020
INTERVIEWER: The global financial crisis
affected European countries as a whole, and
Portugal was one of the most affected. In
your opinion, what were the main flaws in
the Portuguese banking system that led to
that situation?
FERNANDO FARIA DE OLIVEIRA:Generally
speaking, I may say that the effects of the
global financial crisis in the Portuguese
banking system were not hard at all. On the
contrary, the performance of the Portuguese
banking sector until the sovereign debt crisis
was one of the best in the European Union.
However, the sovereign debt crisis created a
very severe environment for the banks since,
of course, the effects of the deep and prolonged recession had tremendous consequences in terms of companies, enterprises
and families. Their capacity to honor their
contracts and credits to the banks was particularly affected and this is the main reason why
To aggravate this environment, I would say
that the frauds that occurred in some banks
had a tremendous effect on the Portuguese
banking system, most of all because the reputation of the banks was too much deteriorated and the confidence of the common
people in the banking sector decreased a lot.
I would say that we have to differentiate the
confidence of one single person in his bank
from the confidence of the population in the
banking sector. The former remained and this
is clearly proved by the fact that the deposits
increased along the period of the Portuguese
crisis. However, in any case, the climate with
regard to banks was very much affected and
they had to implement very deep restructuring processes that, fortunately, I would say,
were well succeeded. If you look at the several
indicators related to the banking system, the
improvement was extremely high and, nowadays, those indicators are clearly around
the average of the European Union. In many
cases, they are even higher than some other
European banking systems.
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In any case, the fact that the State had to
intervene in order to guarantee the financial
stability, also influenced greatly the public
opinion. This occurred in other European
countries, in some cases at higher levels
than in Portugal, and when in our country
we speak about state aid to the banks, we do
not differentiate several aspects that should
be taken into consideration. I mainly refer to
the fact that, for instance, capital increases
in Caixa Geral de Depositos shall not be
compared with the state aid to other banks,
because the state is, in fact, the shareholder,
and this is an obligation of any shareholder.
On the other hand, for instance, in the case of
BES and Banif, which were subjected to resolution processes, the state had to finance the
resolution fund because it was created some
months before and was not, at that moment,
prepared to face such a great responsibility. Once again , in order to guarantee financial stability and to have a banking system
capable of financing the economy - which
was in crisis - the state decided to give
some aid to the banks, as happened all over
Europe.

“ I THINK THAT WE ARE CURRENTLY
LIVING IN AN OVERREGULATED
SYSTEM. (...) THE COMPARISON
OF THE PRESENT REGULATION
WITH THE ONE EXISTING BEFORE
THE CRISIS IS ABSOLUTELY
ASTONISHING”
INTERVIEWER:Do you think that, at the
moment, we need more regulation in the
banking system in Portugal and at the
European level, in order to be prepared for
an eventual crisis?

FERNANDO FARIA DE OLIVEIRA: I think
that we are currently living in an overregulated system. Practically all the banks in
Europe are insisting to stop regulation and
to adapt it to the new circumstances, instead
of reinforcing again and again the present
regulation framework. As a matter of fact,
the comparison of the present regulation
with the one existing before the crisis is
absolutely astonishing.
In a recent conference, someone said that,
to read all the regulation existing at the
moment related to the banking system, you
would need to call three or four new lawyers
and perhaps they will retire without reading
the complete regulation. This is of course a
joke, but it represents the complexity and
dimension of the regulation, as well as the
rigor at which it is applied to the banking
system.

INTERVIEWER:Regarding the new entrants
in the industry, for instance, Facebook wants
to create its own digital currency and it wants
to be able to lend money to people. In that
case, it would have the powers that banks do,
but without the same regulation. Should the
same rules be applied?
FERNANDO FARIA DE OLIVEIRA: This
is, of course, a political issue. Politicians and
regulators must take into consideration all
the consequences of opening a system, that
is mainly characterized by the need of financial stability, to the entrance of new operators without creating the same levels of security that are imposed to the banking system.

What we call for now is an actual real level
playing field among all the European countries. Also we need to take into consideration
that the new operators that are coming into
the financial system, are not subject to the
same regulation, and should, of course, obey
the same rules that are applied to the incumbents. If this does not occur, we will have tremendous difficulty to compete with somebody that has not the same capital requirements, is not subject to the same supervision, and does not have the need to receive
deposits with all the costs they may represent. Thus, the main claim of the banks is to
have the same rules for everybody.
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EVENTS FOR THIS SEMESTER 1
Covered by
Diogo Oliveira, member of the Events Department

A new semester has started, which
means new events hosted by
Nova Economics Club are coming!
Over at the Events Department, our goal
remains the same as always. We seek to
host events that captivate our fellow students’ interest, and, at the same time, are
entertaining, meaningful, and informative,
while still contributing to our knowledge,
helping us be better prepared for the future.
To kick off this Spring 2021 semester, in
February NEC organized a public workshop on Research Projects. Professor Pedro
Freitas, PhD candidate and member of
the Economics of Education Knowledge
Center, was the host of this extremely interesting seminar, having explained us what
Economic Papers consist of and how to
write one, namely by showing us numerous examples; which programs are available to help researchers; which aspects you
should be paying the closest attention to
when writing a paper; the various rules that
exist and how to get your paper published.
With the month of March arriving, there
will be an on-going debate in Portugal on
whether to extend the lockdown that the
country has been in since January, with
several specialists already having recommended the gradual, and safe, reopening
of essential institutions, namely schools. To
contribute towards a more informed discussion, NEC will be hosting in the very
first weeks of this month a talk with various
economists regarding the impact the Covid19 pandemic has had in the Portuguese
society, with special emphasis on the
impact it had in the educational system.
Every semester, NEC also organizes a member-only event for its club members, to give
back for their hard work, while promoting networking. This semester, the exclusive event is scheduled to occur at the end
of March/beginning of April and will be

April will be yet another month filled with
events. Right in the beginning, Economia
Viva, a result of a collaboration between
NEC, Nova SU and Nova SBE, is set to take
place. Similarly to previous editions, but
now keeping the current pandemic in-mind,
numerous and knowledgeable speakers, from diverse backgrounds and organizations, will be attending the conference.
Also during April, NEC will be starting yet
another series of events called “Meet the
Economist”. In each talk, we will be welcoming a renowned economist to have an
open conversation about their life as an
economist, their research interests and will
also discuss some current issues throughout the world. In these events, you will be
able to learn more about what these economists working in a diverse set of fields
of studies and in various organizations
do in their daily lives, what their job consists of and will be more than welcomed
to join in the conversation by asking any
question you wish to our guests. For this
first edition, we are inviting economists
working in Banking, in the Public Sector, performing Research work and, also, working
over at Intergovernmental Organizations.
In May, NEC is planning to organize the second
edition of “NEC’s Knowledge Center Day”.
Following the positive feedback on the first
edition, we are once again hosting members
from Nova SBE’s Knowledge Centers, who will
be presenting the work they do. Our goal is
to help inform our fellow university students
of the diverse opportunities the KCs offer
and how they can participate, while, at the
same time, gaining valuable experience and
putting academia at the service of society.
We sincerely hope you have a great semester
and look forward to seeing you at the events!

1 Most events are still in the planning phase, thereby the dates being subject to change
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