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Why this is a live session

Updated 
data Q&A
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Overview

1. An overview of the global economy
2. A simple macro model
3. Three key issues
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The World Bank expect global growth of 1.7% in 2023 and 2.7% in 
2024

5Source: World Bank Global Economic Prospects, January 2023
See: https://www.worldbank.org/en/publication/global-economic-prospects

• Following a strong 
rebound of 5.9% in 2021, 
global growth fell to 2.9% 
in 2022 and is expected to 
fall to 1.7% in 2023

• This is a significant 
downgrade from the 3% 
growth forecast previously

• Attempts to curb inflation 
through tight monetary 
policy have negatively 
impacted reduce growth

• The strong US dollar and 
geopolitical tensions have 
reduced risk appetites

The IMF expect global growth of 3.2% in 2022 and 2.7% in 2023

6Source: IMF, World Economic Outlook, October 2022
See: https://www.imf.org/en/publications/weo

• Low projected growth 
is due to cost-of-living 
crisis, tightened 
financial conditions, 
Russia’s invasion of 
Ukraine, and the 
pandemic

• Current inflation is a 
global phenomenon 
and is expected to rise 
from 4.7% in 2021 to 
8.8% in 2022 but then 
decline

• Countries should focus 
on structural reforms

July 2022

October 2022
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There will be an update soon!

7

The OECD expect global growth 2.2% in 2023 and 2.7% in 2024

8Source: OECD Economic Outlook, November 2022
See: https://www.oecd.org/economic-outlook/

• OECD inflation is 6.6% 
for 2023 which remains 
high but is slowing

• Governments should 
target fiscal support; 
invest more in energy 
security; and use 
structural reforms to 
lower prices
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Report schedule

January ✓ ✓

February

March ✓

April ✓

May
✓

June ✓

July ✓

August

September ✓

October ✓

November
✓

December

9IMF reports are typically released in the final week of the preceding month.
OECD release an Interim report in March and September.

Overview

1. An overview of the global economy
2. A simple macro model
3. Three key issues
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The most important equation in macro

11

Total spending

Aggregate demand

GDP can be calculated by measuring expenditure (i.e. spending) or income. Therefore NGDP is also nominal income. 

💰

How much money 
there is to spend

M
💸

People’s desire to 
spend money

V+

= Nominal GDP

🛒

The nominal value of goods and 
services exchanged

🏷!

Inflation

P
The real value of 

goods and services 
exchanged

🛢!
Y

Unemployment😔

=

+

Total receipts=

Encourage more 
spending

12

💰

How much money 
there is to spend

💸

People’s desire to 
spend money

Aggregate demand

M V

Create more 
money

• QE
1. Reduce interest rates

3. Increase government spending

2. Reduce taxes

+

Total spending

Monetary policy

How can policymakers increase AD?

= Nominal GDP

🐇
More reserves

or
Lower rates

=> 
More spending

Less reserves
or 

Higher rates
=>

Less spending

🐢

Macro policy decisions
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💰

How much money 
there is to spend

💸

People’s desire to 
spend money

Aggregate demand

M V+

Total spending

How can policymakers increase AD?

Encourage more 
spending

Create more 
money

• QE
1. Reduce interest rates

3. Increase government spending

2. Reduce taxes Fiscal policy

= Nominal GDP

🐇
Lower taxes

or
More spending

=> 
Speed things up

Higher taxes
or

Less spending
=>

Slow things down

🐢

Macro policy decisions

Macro policy decisions

14

•Actions taken by the monetary authority (typically a central 
bank)

Monetary policy

•Decisions about government spending and taxation

Fiscal policy
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Causes of inflation

15

𝑀 + 𝑉 = 𝑃 + 𝑌
💰 💸 🏷!

InflationToo much money 
being created

People wanting to 
spend money

Lower real 
growth

🛢!

If V and Y are reasonably stable – and over time 
they are – then persistent inflation is always and 

everywhere a monetary phenomenon

Causes of real growth

16

𝑀 + 𝑉 = 𝑃 + 𝑌
💰 💸 🏷!

InflationHow much money 
there is to spend

People’s desire to 
spend money

The real value 
of goods and 

services 
exchanged

🛢!

2. Ultimately, the driver of real growth is 
productivity improvements

1. Unanticipated increases in AD generates 
inflation and some real growth, but only 
temporarily

Productivity
💡
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Competing business cycle theories in light of the quantity theory

Monetarism
• Contraction in M

Keynesian
• Fall in animal spirits (V)

Real Business Cycle
• Falling productivity 

growth (Y*)

17

𝑀 + 𝑉 = 𝑃 + 𝑌
Aggregate Demand Supply side 

Bold claim: total spending growth should be stable

18Source: ONS. Series name: Gross Domestic Product: q-on-q4 growth quarter growth: CP SA % (IHYO)
For more see my NGDP Masterclass: https://anthonyjevans.com/ngdp/

5%
1997Q1 – 2008Q2 3.8%

2010Q1 – 2019Q4

• Prior to the global 
financial crisis 
NGDP growth was 
around 5%

• Some argue that 
this was why the 
economy 
performed 
reasonably well

• Since the global 
financial crisis it 
has been 
noticeably lower

Benefits of achieving nominal stability
• No bank panics
• No debt crises
• No unemployment (and rising populism)
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Looking at the USA

19

Significant 
output gap

“Measuring Monetary Policy: the NGDP Gap” by David Beckworth, Mercatus Center, September 14th 2022
https://www.mercatus.org/publications/monetary-policy/measuring-monetary-policy-ngdp-gap

Subsequent 
overshooting

Managed to 
catch up!

Overview

1. An overview of the global economy
2. A simple macro model
3. Three key issues

20



Macro Trends

www.anthonyjevans.com

Three key issues

Is inflation back under control?

Are public debt levels sustainable?

Do we have any growth drivers?

21

Inflation rates jumped up in 2022

1.4
0.6 -0.3

7
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United States Britain Euro area

Consumer prices % change on year ago

Jan-21 Jan-22 Sep-22 Dec-22

22Updated in January 2023 using most recent data
https://www.economist.com/economic-and-financial-indicators
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The inflation question

Monetary 
and fiscal 
stimulus

Energy & 
supply chain 
disruptions

23

or

The general view is that the Fed 
have been slow to respond, having 
initially viewed it as “transitory”

“Late to disinflate”, The Economist, April 2nd 2022

Role of energy prices

• There’s been a “perfect storm” of bad shocks
– Russia’s invasion of Ukraine
– Poor weather conditions (weak wind last year, droughts 

impacting hydropower reservoirs)
– Outages in French nuclear plants
– Impact of net zero

• ESG reporting intends to starve energy companies of 
capital

• An effective carbon price implies a rapid increase in 
energy prices 

• Likely that some of these will ease

• Energy prices account for around 10% of a CPI basket
– If they double then you need a 9% fall in the rest of the index 

to balance out
– Energy prices are up by a factor of 10

v Hard for policymakers to respond in the short term

24See “The strange world of energy prices” by Martin Sandbu, Financial Times, August 25th 2022
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Role of energy prices (contd.)

• Energy prices are particularly volatile
– Beyond a certain point supply becomes very inelastic
– Demand – particular by industry – is slow to adjust

Ø “Small changes in volume can have an outsize effect on the 
price across the entire market”

25See “The strange world of energy prices” by Martin Sandbu, Financial Times, August 25th 2022
Chart from octopus energy, https://octopus.energy/blog/the-state-of-wholesale-energy/

The wholesale 
price is ~50% of 

a typical 
household bill

The problem with Andrew Bailey’s explanation

Inflation

Surging 
energy 
prices

Higher food 
prices

Supply 
chain 

disruptions

26See “Bailey sets alarm bells ringing while barely mentioning the B-word” by John Crace, The Guardian, May 16th 2022
https://www.theguardian.com/business/2022/may/16/andrew-bailey-bank-of-england-economy-sketch

• On May 16th 2022 the Governor of 
the Bank of England, Andrew Bailey, 
gave evidence to the Treasury Select 
Committee

• He argued that 80% of UK inflation 
was due to external factors

However:

1. You can’t explain a change in 
general prices due to higher relative 
prices

2. Asset prices have also been high

3. These common global factors 
haven’t led to similar inflation in 
other countries (e.g. Switzerland)
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The monetarist explanation – US edition

27

High 
M2 growth

High 
inflation

Source: https://fred.stlouisfed.org/. Updatd January 2023.
Series used: M2 (M2SL); and Consumer Price Index for All Urban Consumers: All Items in U.S. City Average (CPIAUCSL)

The monetarist explanation – UK edition

28

High 
Divisia growth

High 
inflation

Source: Kaleidic Economics

• Divisia money is 
a particular type 
of measuring the 
money supply

• It includes a 
broad range of 
assets and 
weights them 
based on their 
liquidity

• This creates a 
composite index 
of the entire 
money supply
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Implications of higher inflation for managers

29See “The higher inflation survival guide“ Kaleidic Economics, December 2021
http://www.kaleidic.org/news/2021/12/12/the-higher-inflation-survival-guide

• Invest more time in benchmarking salaries and recognise
that these need to be updated more frequently

• Early career employee’s market value will change more 
quickly than others, so they need more frequent reviews

• If you are worried about losing talent don’t be afraid of 
paying more than the market, and then allowing inflation 
to catch up later

Ø Buy expensive items earlier in the cycle than you were 
previously planning

Ø Minimise cash holdings 
Ø More attention to index linked debt

Three key issues

Is inflation back under control?

Are public debt levels sustainable?

Do we have any growth drivers?

30
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Relevant countries have different fiscal positions
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Budget balance (% of GDP)

31Figures for 2022
https://www.economist.com/economic-and-financial-indicators

Recent changes in UK public finances

32Source: ONS “UK government debt and deficit: June 2022 (Released October 2022)”
https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicspending/bulletins/ukgovernmentdebtanddeficitforeuro
statmaast/june2022

Public debt
101% of GDP 

(2022 Q2) 

Budget deficit
7.2% of GDP 

(2022 Q2) 
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UK public finances in context

33See “The pandemic has sent public debt rocketing across the world”, The Economist, May 5th 2020 
https://www.economist.com/graphic-detail/2020/05/05/the-pandemic-has-sent-public-debt-rocketing-across-the-world

Public debt is high 
in cash terms

But:
• Not as a 

proportion of 
GDP 

• Not against 
comparable 
historic crises

Assessment of public finances

• The big increase in debt due to covid is fiscally sensible
– It isn’t a major problem

• Debt can be rolled over, it doesn’t all need to be repaid
• When the economy recovers, debt (as a proportion of 

GDP) fall

– It isn’t an urgent problem
• A lot of debt was sold at negative real interest rates 

(governments are being paid to borrow!)
• We didn’t know the long term impact of covid
• Austerity would have probably slowed the recovery
• Debt was cheap and easy to finance

• Much more scrutiny as we switch from one crisis to the 
next

v Despite rising yields, real interest rates are still negative 
on a variety of UK gilts and the DMO are having no trouble 
placing them. There is no sign the government won’t be 
able to pay its debts or is on the verge of a currency crisis

34See “The Economics of Covid and Brexit”, by Julian Jessop, 15th January 2021 https://julianhjessop.com/2021/01/15/the-
economics-of-covid-and-brexit/ and “The pandemic has sent public debt rocketing across the world”, The Economist, May 5th 2020 
https://www.economist.com/graphic-detail/2020/05/05/the-pandemic-has-sent-public-debt-rocketing-across-the-world
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How can we predict a currency crisis?

1. Is the current a/c deficit over 5% off GDP?
2. How is the current account deficit being financed?
3. How large are reserves? 
4. Is the real exchange rate deteriorating?
5. Is the budget deficit out of control?

35See: “Does the UK economy look on the verge of a currency crisis?” Kaleidic Economics, October 2022
http://www.kaleidic.org/news/2022/10/5/does-the-uk-economy-look-on-the-verge-of-a-currency-crisis

Three key issues

Is inflation back under control?

Are public debt levels sustainable?

Do we have any growth drivers?

36
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Focusing on growth drivers

37

Y*
Productivity
💡

Monetary policy is limited in its upside influence

38See Carney, M., “The Spectre of Monetarism” December 5, 2016

“The influence of 
monetary policy... can 
only stabilise demand 
around the economy’s 
potential; it cannot 
increase it” 

Mark Carney
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Summary of policy options

39

Policy options

Aggregate Demand

Monetary

Fiscal

Supply side 

Structural

Y* will determine how much of 
5% NGDP growth is split between 

inflation and real growth

Declining real growth

40Source: World Bank

Av. Growth 1949-1973 3.5
Av. Growth 1949-2019 2.5
Av. Growth 1997-2019 2.1

• Some people argue 
that the long term 
trend is the best 
estimate of Y* 

• We can therefore 
use historic data to 
make an estimate

~2.5%

• But it seems to be 
falling more 
recently
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Estimates of Y* for the Eurozone

41* “Trends in euro area potential output growth” ECB Monthly Bulletin, July 2005, 
https://www.ecb.europa.eu/pub/pdf/other/mb200507_focus05.en.pdf
** “Global Economic Outlook 2022: Europe edition”, The Conference Board, November 2021, https://www.conference-board.org/topics/global-
economic-outlook/global-economic-outlook-2022-europe

Back in 2005 the ECB reported 
that potential growth for the 

Eurozone had fallen to around 2%*

More recently, according to The 
Conference Board, “In the longer 
term, growth in Europe will be 

approximately 1 percent per year,
systematically lower compared to 

other major regions”

This uses the long term forecast of 
real GDP growth as the estimate of Y*

We unlocked the secret of economic growth

42Source http://ourworldindata.org/economic-growth
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Is economic growth sustainable?

Is there an 
upper 
bound?

Is there an 
ecological 
constraint?

43

Economic growth can be infinite

44

The act of production is a reflection of 
demand, so don’t worry about an upper 
bound to growth - markets expand on both 
sides together

Say’s Law is a message of optimism!!

See Evans, A. and Wenzel, N. (2022) Jean-Baptiste Say: A Proto-Austrian Warning against Lord Keynes. Journal des 
Économistes et des Études Humaines. https://doi.org/10.1515/jeeh-2022-0021
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Economic growth has decoupled from climate risks

45https://ourworldindata.org/co2-gdp-decoupling

Which sectors can drive the economy forwards?

Economically 
significant

Lagging 
productivity

Plausible 
path to 

improvement

46See “How do we move the needle on progress?” Eli Dourado, September 2019
https://elidourado.com/blog/move-the-needle-on-progress/
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Example

48

•Specific examples of technological breakthroughs
•__Sector

•__
•__Sector

•__
•__Sector
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Which sectors can drive the economy forwards?

•Consumer empowerment
•Use of data for medical research
•Prescription drugs over the counter
•3D chemical printers

•Public health
•Cleaner transport

•Life extension

Health

•Tax land rather than property value
•Higher density housing
•Reduce building costs
•3D printing
•Prefabrication
•Drones for site inspection

Housing

• Electrify as much as possible (incl. transport system)
• Deliver clean energy too cheap to meter
• Utilise nuclear power via thorium reactors

Energy

• Supersonic flights
• High speed rail
• Autonomous cars and urban air technology
• Drones for end of point delivery

Transport, logistics 
& infrastructure

49“How do we move the needle on progress?” Eli Dourado, September 2019
https://elidourado.com/blog/move-the-needle-on-progress/

The macro problem to solve

50
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A growth recipe

Build homes

• Planning reforms
• Enable more homes 

to be built

Generate 
power
• Clean energy
• Investment in 

nuclear power

Boost trade

• Mitigate the costs 
of Brexit

• More trade with our 
largest, richest, and 
closest markets

Encourage 
talent
• More immigration
• Especially high 

skilled labour

51See "A quick and clear growth recipe" Kaleidic Economics, October 2022
http://www.kaleidic.org/news/2022/10/15/a-quick-and-clear-growth-recipe

Q&A

52
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Keep in touch!

53

@anthonyjevans

https://www.linkedin.com/in/anthonyjevans/

anthonyjevans@gmail.com


