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$ EDITORIAL 

Dear reader,

It is an honour to follow as the third 
editor-in-chief of this Newsletter, a 
project I have accompanied and nourish 
since the very beginning. This project 
aligns with our mission to promote eco-
nomic thought within the NovaSBE com-
munity.
To begin 2017, I want to remind you our 
story and accomplishments so far, 
aiming to target students that share this 
mission with us, aiming to target part-
ners who value our knowledge in 
exchange for student’s empowerment 
and development.
As a NEC member, and an enthusiastic 
economist, I am very proud to say that 
NEC has experienced a significant 
growth for the past years, challenging 
and developing economists (or future 
economists) along the way!
We kicked off with a project in coopera-
tion with the IMF, in 2012, to provide 
Master students the opportunity to 
engage with applied work.
Later, in 2014 we joined the European 
Commission Representation in Portugal, 
this time with Bachelor students, to 
assess the impact of the economic 
reforms implemented under the Eco-
nomic Adjustment Program for Portugal.
The next academic year, 2015, we 
formally set as a student’s club, the eco-
nomics student’s club, and what a great 
year! Our first Newsletter was published, 
we organized several events, and part-
nerships with DECO and the Public Fiscal 
Council of Portugal emerged. Moreover, 
we came across the remarkable success 
of Economia Viva first edition and we 

started doing policy briefs.
This year, new conquers came. Partner-
ships with the Ministry of Finance and 
the Ministry of Economics, and later the 
Social Services of Lisbon Municipality 
and ASAE. NEC was invited to open and 
close a conference, “Portugal em 
Exame”, and had its first article pub-
lished in a newspaper, Expresso.
Looking ahead at this semester, we are 
having our second edition of Economia 
Viva and there will be an elective course 
opening for Masters students inspired 
by NEC projects, the Nova Economics 
Special Project.
This means that over 100 economic 
students engaged with us in research 
and communication, and even more 
people attended our events to debate 
economics.
Every day we, members, professors, 
institutions, put a lot of effort into NEC to 
challenge this new generation of econo-
mists, whom hold in their hands the 
power to change the world.
We believe that better, more informed, 
and more capable economists will have 
the tools to promote change and bounce 
back to a sustainable economy. And it is 
up to you to be a game changer.
We are an open club, willing to welcome 
everyone that wants to be a game 
changer and willing to embrace new 
ideas.

Did you connect with our mission? Then 
join us!

#1

BY: PATRÍCIA PINTO E FILIPE

NEWSLETTER // NO. 14 / JANUARY 2017

AR
TI

CL
ES

JA
N

U
AR

Y
TY

LE
R 

CO
W

EN
ST

AT
IS

TI
CS



2nd After a jump in oil prices, Canada’s main 
stock index vaulted more than 1%, hitting 
its highest level in more than 20 months.

6th Following a pullback in the US dollar and 
calmer conditions across bond markets, 
Argentina looks to sell up to $10bn of debt.

8th UK taxpayers are facing a £24bn bill 
for decommissioning oil and gas fields in 
the North Sea.

9th Venezuela’s President Nicolás Maduro 
hiked the minimum wage by 50% in 
another attempt to face a festering eco-
nomic crisis teetering on hyperinflation.

10th The eurozone’s unemployment rate 
stuck at more than seven-year lows in 
November having fallen into single digits 
for the first time since the bloc’s debt 
crisis in late 2016.

11th US mortgage applications rose by 
the most in seven months in the first 
week of 2017 as Americans took advan-
tage of a slight dip in lending rates.

12th Food prices ended 2016 higher for 
the first time in four years, thanks to a 
jump in vegetable oil, sugar and dairy, 
according to the UN Food and Agricultur-
al Organization.

16th The IMF has upgraded its UK 
growth forecast to 1.5% as it predicted 
global economic growth will pick up from 
its slowest pace since the aftermath of 
the financial crisis.

18th Consumer Price Index in the United 
States increased by 2.1% in the 12 
months through December. Rising 
wages due to a tightening labor market 
also is contributing to higher inflation.

21st After Russia lended Ukraine $3bn in 
the form of a bond and the money was 
never paid back, the solution of debt 
restructuring on favorable terms was 
refused by Russia.

21st The Moody’s settlement, even con-
taining no finding of any violation of the 
law, refers the suspicious that Wall Street 
is infested with conflicts of interest.

23rd The leaders of the two main parties 
in Wales seek to maintain access to the 
single market after Brexit, with the 
tariff-free access to markets and some 
possible limits on free movement of 
people, “linked to employment”.

26th Geopolitical issues worry the leader 
of Northern Europe’s largest Bank. Nega-
tive rates in Scandinavia were managed 
with solid strategies. Nordea’s profit 
increased by 30% compared to the previ-
ous year.

27th Portuguese Finance Minister Mário 
Centeno expects the European Commis-
sion to give green light to the Excessive 
Debt Procedure. In case Portugal comes 
out of the program, markets might be 
more interested in our country.

27th The fourth quarter of 2016 grew at 
1.9% annual rate. Annual growth was the 
lowest in five years. Trade deficit pushed 
down 1.7% of GDP.

28th The IMF report says that in a few 
years Greek debt might be almost three 
times its GDP. It also recognizes the 
burden that the Greeks have been carry-
ing due to EU’s fiscal reforms.

JANUARY IN REVIEW$
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https://www.ft.com/content/9b1d17d0-d425-11e6-b06b-680c49b4b4c0
https://www.ft.com/content/c3c42c7e-d366-11e6-b06b-680c49b4b4c0
https://www.ft.com/content/35771613-0ea2-313a-879a-66e8aabbfff5
https://www.ft.com/content/38464b52-38b9-353a-8d42-2d3389d15f88
https://www.ft.com/content/dad9bc52-7b88-312a-bd1e-77642c302d4e
https://www.ft.com/content/a48db0eb-3234-3736-9071-6d7d319adf71
https://www.ft.com/content/b7a3ddcc-767a-3817-891c-91fde0eacb64
https://www.ft.com/content/b7a3ddcc-767a-3817-891c-91fde0eacb64
http://www.cnbc.com/2017/01/18/us-consumer-price-index-dec-2016.html
http://www.cnbc.com/2017/01/18/us-consumer-price-index-dec-2016.html
http://www.reuters.com/article/canada-stocks-idUSL1N1ET0KO
http://www.economist.com/news/business-and-finance/21714931-russia-may-extract-3bn-ukraine-ukraines-conflict-russia-also
http://www.economist.com/news/finance-and-economics/21715016-series-worrying-cases-receive-worryingly-little-attention-regulatory
https://www.theguardian.com/politics/2017/jan/23/wales-access-to-single-market-brexit-carwyn-jones-leanne-wood
https://www.bloomberg.com/news/articles/2017-01-26/nordea-reports-30-increase-in-profit-as-lending-margins-grow
https://www.bloomberg.com/news/articles/2017-01-26/nordea-reports-30-increase-in-profit-as-lending-margins-grow
http://www.jornaldenegocios.pt/economia/financas-publicas/detalhe/centeno-espera-quesaida-de-defice-excessivo-convenca-mercados?ref=HP_Destaques3not%C3%ADciascompatro
http://www.reuters.com/article/us-usa-economy-idUSKBN15B0E1
https://www.ft.com/content/6b14c4a2-e4ec-11e6-8405-9e5580d6e5fb
https://www.ft.com/content/6b14c4a2-e4ec-11e6-8405-9e5580d6e5fb


NEC RECOMMENDS

(continues on the next page)

Will Latin America Regain Prosperity in 
2017?
Latin America’s major nations are hoping 
that 2017 will be the year that they finally 
recover from the impact of weak com-
modity prices. With Latin America’s 
exports contracting for the fourth con-
secutive year and its leaders pondering 
what impact incoming U.S. President’s 
policies will have on the region’s growth, 
this analysis stands as an opportune 
read.

Finland trials basic income for 
unemployed
Finland has become the first country in 
Europe to pay its unemployed citizens an 
unconditional monthly sum, in a social 
experiment that will be watched around 
the world amid gathering interest in the 
idea of a universal basic income. Read 
this article on an entertaining economic 
experiment.

5 Economics Terms We All Should Use 
Every year, the Edge Foundation asks a 
bunch of scientists one interesting ques-
tion. This year’s question was “What scien-
tific term or concept ought to be more 
widely known?” There are plenty of econ 
terms regular people would find not only 
very interesting, but useful for thinking 
about policy. Check here the five suggest-
ed terms that you ought to start using.

Inequality or middle incomes: which 
matters more? 
The Pew Research Centre estimates that 
the middle class shrank from 55% of the 
population in 2000 to 51% by 2014. The 
idea that the US government has exploit-
ed the middle class may seem to explain 
a lot politically, but it is not true. The fact 
that much federal policy benefits middle 
earners more than the poor is the sub-
ject of this article.

Online and Scared
In this article, Thomas L. Friedman criti-
cizes the “cyberspace” and how this new 
virtual world has been affecting the inter-
actions between society, organizations 
and even well-known world leaders. One 
example is Macy’s, which had slashed 
10,000 jobs and dozens of stores 
because it hasn’t been able to solve con-
sumers’ shift to online shopping. Read 
more about this issue here.

Why we need to take Jeremy Corbyn’s 
earnings cap idea more seriously 
Jeremy Corbyn was widely criticized 
because of his idea of a cap on high 
earnings. He defends that excessive pay 
is the main cause for poverty. The issue 
of minimum wage is regularly discussed, 
and the author supports the idea that 
there is no or little negative impact of 
minimum wages on employment. In this 
article you can read more about how 
inequality affect all of us and how 
needed are radical ideas and solutions.

Trump’s Pivotal Russian Test
Relationship between the new President 
of United States and Vladimir Putin 
seems to be a big new and with impor-
tant consequences at a world scale. A 
part of others discussion themes, the 
dismemberment of the Western alliance 
is a topic where both leaders agree. Not 
least, Brexit plus the possibility of Le Pen 
wins on April 23 would leave the Europe-
an Union in tatters.
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http://knowledge.wharton.upenn.edu/article/will-latin-america-nations-regain-prosperity-2017/
https://www.theguardian.com/world/2017/jan/03/finland-trials-basic-income-for-unemployed
https://www.bloomberg.com/view/articles/2017-01-05/5-economics-terms-we-all-should-use
http://www.economist.com/news/united-states/21713849-far-ignoring-middle-earners-americas-government-spends-freely-them-inequality-or
https://www.nytimes.com/2017/01/11/opinion/online-and-scared.html?rref=collection%2Fcolumn%2Fthomas-l-friedman&action=click&contentCollection=opinion&region=stream&module=stream_unit&version=latest&contentPlacement=4&pgtype=collection
https://theconversation.com/why-we-need-to-take-jeremy-corbyns-earnings-cap-idea-more-seriously-71181
https://theconversation.com/why-we-need-to-take-jeremy-corbyns-earnings-cap-idea-more-seriously-71181
https://www.nytimes.com/2017/01/13/opinion/trumps-pivotal-russian-test.html?rref=collection%2Fcolumn%2Froger-cohen&action=click&contentCollection=opinion&region=stream&module=stream_unit&version=latest&contentPlacement=7&pgtype=collection


NEC RECOMMENDS

Economics Crises and the Crisis of 
Economics
Recently events such as Brexit and 
almost one decade after of the first 
impact of the financial crisis are more 
related with Economists than we could 
imagine. Economists’ responsibility for 
the 2008 global financial crisis and the 
subsequent recession is more than only 
forecasting mistakes and presently, UK 
economy seems to be more resilient 
against to what was expected. Here we 
can read more about some problems 
faced by economics profession.

Protecting the economy will end up 
killing it
Donald Trump has stated that closed 
factories spread through the United 
States represent tombstones of the US 
economy. However, in this article, we are 
faced with an opposite opinion that 
those closed factories are in fact benefi-
cial. Why? Know the answer here.

The Science Is In: Greater Equality 
Makes Societies Healthier
Inequality is a topic that we have 
frequently heard about. This article 
presents a simple research done the rela-
tion between inequality and health status 
of the population across countries. Also, 
it talks about its relation with crime and 
schooling. The main argument is: “What 
matters is where we stand in relation to 
others in our own society”. Read more 
here.

Political dating sites are hot
Forget Tinder. Now you can find the love 
of your life through dating apps that build 
bridges between you and people with 
similar political ideologies. There are 
apps for everyone, either for the Trump 
supporter or Bernie supporter. If you 
want to find someone that voted on the 

same “CandiDate” as you, good luck! 
Read more here.

Is the Deflation Cycle Over?
A few decades ago inflation worried gov-
ernments across the developed world. 
Without growth, Stagflation became a 
new “buzzword” among economists. 
Disinflation took place and then, after the 
crisis, Deflation started worrying many 
countries. Now, regarding the fact that 
Trump’s stimulus are procyclical, infla-
tion may come back to the stage, which 
could help decrease debt. Read more 
here.

The productivity challenge of the 
British economy
Every nation has several key factors for 
its national productivity, with translates 
directly into that country’s GDP. However, 
UK’s productivity has been taken a left 
turn, making its economy slow incredibly 
down. So, what are the factors for such a 
low productivity in the UK? And what are 
the economic consequences of that 
matter? To know such answers, click 
here.

Democracy is good but trade matters 
too
Have you heard of the Economic Com-
munity of West African States (ECOW-
AS)? In this article, you can read all about 
the economic integration problems of 
the west African states and learn about 
those countries’ democracy and eco-
nomic history.

#4
NEWSLETTER // NO. 14 / JANUARY 2017

AR
TI

CL
ES

JA
N

U
AR

Y
TY

LE
R 

CO
W

EN
ST

AT
IS

TI
CS

https://www.washingtonpost.com/opinions/protecting-the-economy-can-end-up-killing-it/2017/01/25/31e2a76a-e25f-11e6-a453-19ec4b3d09ba_story.html?utm_term=.94b7892b51fb
https://www.project-syndicate.org/commentary/economists-should-restore-lost-credibility-by-paola-subacchi-2017-01
http://evonomics.com/wilkinson-pickett-income-inequality-fix-economy/
http://www.economist.com/news/business/21715702-trumpsinglescom-maple-match-political-dating-sites-are-hot
https://www.project-syndicate.org/commentary/advanced-economies-end-of-deflation-by-carmen-reinhart-2017-01
https://www.ft.com/content/ac05863e-e304-11e6-9645-c9357a75844a
https://www.ft.com/content/53d4b2b8-e26a-11e6-9645-c9357a75844a


Capitalism and Communism have 
fought ever since, and they were the 
finalist of the biggest 20th century Super 
Bowl (even better than 08’ final with the 
Giants and the Patriots). They had 
played the game, and they still are. Argu-
ments against both political and eco-
nomic systems are known by everyone 
so this article won’t be one more stand-
ardized pro-(capitalism/communism) 
opinion beating the not supported 
system to the ground. The aim of this 
reflection is to think if the teams are 
really acting like we expected them to do.

The capitalism bases itself essentially 
on the private property and on the liberty 
of their agents to act freely, moreover it is 
agreed on our era that this methodology 
benefits the appearance of super-rich 
individuals, shaping the society into a 
“every man for himself” philosophy, 
where I just need to watch my back, and 
the ones I care. On the other hand, it is 
believed that this is the form of govern-
ance that generates the free market, 
where everybody can trade and negoti-
ate solely on their individual interests, 
gaining the most from every move on the 
market.

Not surprisingly the communism is basi-
cally the opposite, where the common 
ownership of the means of production 
and the absence of social classes take 
the main role on the communism pres-
entation speech. This is taken from 
granted when dwelling under a commu-
nist regime, so I just must keep in mind 
that if I am turning bigger than the 
person next to me (does not matter if he 

is a complete stranger or a relative) he 
becomes my biggest concern and I won’t 
stop until he is just like me.

But are these two systems 
operating like the above 

short-description suggests? 
Are the two biggest economies, 

U.S (capitalist) and China 
(communism), acting like they 

were supposed to?

On my opinion, the answer it’s easy but 
not predictable, and it is a long NO, why?

Picking the communism first… currently 
there are only four communist countries 
in the world, China, Laos, Cuba and the 
Vietnam, until here no new point was 
added. And this countries positions on 
the Economic Freedom Index (an index 
that evaluates four pillars: Rule of Law, 
Limited Government, Regulatory 
Efficiency and Open Markets; on 178 
countries done by The Heritage Founda-
tion) are respectively 144th, 155th, 177th 
and 131th, interesting but not surprisingly 
since economic freedom would turn and 
generate free markets that would lead to 
capitalism. In order to continue the 
sequence of not new aspects, we would 
expect that this were also countries with 
a big number of philanthropists, however 
this does not happen. But at least we 
could imagine that these were countries 
where voluntary work was a must, how-
ever this isn’t also true. According to the 
CAF World Giving Index (done by the 
Charities Aid Foundation (CAF), whose 
goal is “to provide insight into the scope 

and nature of giving around the world”) 
these communist countries occupy the 
144th (China) and 79th (Vietnam) posi-
tions (Cuba and Laos were not ranked 
between the 145 countries on the list). 
This fact make us think if this political 
system is really working on proper 
modes… if no it is time to adjust policies, 
if yes communism have been lying ever 
since.

An article of this kind would 
have no value if it could not 

prove its point as a whole. So 
what has been the performance 
of the other player, the selfish 

capitalism?

On the reverse page, we shouldn’t be 
expecting much from a system that is 
accused to benefit individual interests, a 
system that conquer its form by acting 
as selfish and egocentric due to the 
famous communism-nightmare free 
market. But surprisingly or not, this is not 
happening, in fact there is just the oppo-
site. It is within the major capitalist 
nations that resides the biggest philan-
thropists and the ones who like to help. 
On the United States, the world biggest 
capitalist super-power, 63% of the people 
donates money to charity and 44% abdi-
cate from personal time in order to help 
an organization. Or in Germany where 
61% of the population helps people they 
don’t know on a regular basis… Hong 
Kong ranks 1st on the Economic Free-
dom Index and 26th on the CAF Giving 
Index, Australia ranks 5th on both index-
es, U.K. ranks 10th on the first index and 
6th on the second, and so on… creating 
as we see, a pattern. 

Keeping in mind that this article was not 
supposed to influence partisanships but 
rather to lead the reader to think and 
reflect what is going on in the world we 
live in, I pop the question, is it better to 
support the ones who have bad motives 
but surprisingly do good things or the 
ones with good motives but ended up 
failing their goals?

While you decide what the best 
approach to take, just let you help the 
one next to you, in a way or another it will 
make the world a better place.

NEC ARTICLES
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http://www.heritage.org/index/ranking
https://www.cafonline.org/docs/default-source/about-us-publications/caf_worldgivingindex2015_report.pdf?sfvrsn=2


Capitalism and Communism have 
fought ever since, and they were the 
finalist of the biggest 20th century Super 
Bowl (even better than 08’ final with the 
Giants and the Patriots). They had 
played the game, and they still are. Argu-
ments against both political and eco-
nomic systems are known by everyone 
so this article won’t be one more stand-
ardized pro-(capitalism/communism) 
opinion beating the not supported 
system to the ground. The aim of this 
reflection is to think if the teams are 
really acting like we expected them to do.

The capitalism bases itself essentially 
on the private property and on the liberty 
of their agents to act freely, moreover it is 
agreed on our era that this methodology 
benefits the appearance of super-rich 
individuals, shaping the society into a 
“every man for himself” philosophy, 
where I just need to watch my back, and 
the ones I care. On the other hand, it is 
believed that this is the form of govern-
ance that generates the free market, 
where everybody can trade and negoti-
ate solely on their individual interests, 
gaining the most from every move on the 
market.

Not surprisingly the communism is basi-
cally the opposite, where the common 
ownership of the means of production 
and the absence of social classes take 
the main role on the communism pres-
entation speech. This is taken from 
granted when dwelling under a commu-
nist regime, so I just must keep in mind 
that if I am turning bigger than the 
person next to me (does not matter if he 

is a complete stranger or a relative) he 
becomes my biggest concern and I won’t 
stop until he is just like me.

But are these two systems 
operating like the above 

short-description suggests? 
Are the two biggest economies, 

U.S (capitalist) and China 
(communism), acting like they 

were supposed to?

On my opinion, the answer it’s easy but 
not predictable, and it is a long NO, why?

Picking the communism first… currently 
there are only four communist countries 
in the world, China, Laos, Cuba and the 
Vietnam, until here no new point was 
added. And this countries positions on 
the Economic Freedom Index (an index 
that evaluates four pillars: Rule of Law, 
Limited Government, Regulatory 
Efficiency and Open Markets; on 178 
countries done by The Heritage Founda-
tion) are respectively 144th, 155th, 177th 
and 131th, interesting but not surprisingly 
since economic freedom would turn and 
generate free markets that would lead to 
capitalism. In order to continue the 
sequence of not new aspects, we would 
expect that this were also countries with 
a big number of philanthropists, however 
this does not happen. But at least we 
could imagine that these were countries 
where voluntary work was a must, how-
ever this isn’t also true. According to the 
CAF World Giving Index (done by the 
Charities Aid Foundation (CAF), whose 
goal is “to provide insight into the scope 

and nature of giving around the world”) 
these communist countries occupy the 
144th (China) and 79th (Vietnam) posi-
tions (Cuba and Laos were not ranked 
between the 145 countries on the list). 
This fact make us think if this political 
system is really working on proper 
modes… if no it is time to adjust policies, 
if yes communism have been lying ever 
since.

An article of this kind would 
have no value if it could not 

prove its point as a whole. So 
what has been the performance 
of the other player, the selfish 

capitalism?

On the reverse page, we shouldn’t be 
expecting much from a system that is 
accused to benefit individual interests, a 
system that conquer its form by acting 
as selfish and egocentric due to the 
famous communism-nightmare free 
market. But surprisingly or not, this is not 
happening, in fact there is just the oppo-
site. It is within the major capitalist 
nations that resides the biggest philan-
thropists and the ones who like to help. 
On the United States, the world biggest 
capitalist super-power, 63% of the people 
donates money to charity and 44% abdi-
cate from personal time in order to help 
an organization. Or in Germany where 
61% of the population helps people they 
don’t know on a regular basis… Hong 
Kong ranks 1st on the Economic Free-
dom Index and 26th on the CAF Giving 
Index, Australia ranks 5th on both index-
es, U.K. ranks 10th on the first index and 
6th on the second, and so on… creating 
as we see, a pattern. 

Keeping in mind that this article was not 
supposed to influence partisanships but 
rather to lead the reader to think and 
reflect what is going on in the world we 
live in, I pop the question, is it better to 
support the ones who have bad motives 
but surprisingly do good things or the 
ones with good motives but ended up 
failing their goals?

While you decide what the best 
approach to take, just let you help the 
one next to you, in a way or another it will 
make the world a better place.
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After the 2008 financial crisis, many 
wondered what western central banks 
and governments should do in order to 
save the economies that were plunging 
into the abyss. Several questions such 
as whether the governments should 
intervene; should they invest or disin-
vest; should the taxes be higher; should 
banks like Lehman be bailed out … were 
raised. Nowadays these are still very 
difficult to assess since it is impossible 
to know at 100% confidence what were 
the best alternatives. In order to under-
stand what is a stabilization policy (or 
countercyclical policy) we ought to go 
back to the basics. Firstly, we must 
understand what is an economic cycle
   . Moreover, it is the fluctuation of the 
economy between stages of growth and 
recession. Aspects such as GDP, interest 
rates, unemployment, consumer 
expenditure, industrial production… 
determine whether the economy is 
expanding or contracting. In other 
words, it is the variation of the real GDP 
around the tendency (potential output).

We understand that an economic cycle 
is composed by growth and contraction. 
In each one of its phases there are 
roughly three alternatives in terms of 
government intervention: no interven-
tion, procyclical or countercyclical. This 
is where the objective becomes more 
subjective and economics becomes 
political. Therefore, it is, by far the 
biggest and most controversial discus-
sion topic amongst macroeconomists. 

A stabilization policy is a macroeconom-
ic strategy endorsed by governments 
and central banks to keep economic 
growth stable, i.e. reducing the ampli-
tude between the highs and the lows of 
the economy, keeping in mind inflation 
and unemployment. This kind of 
approach was developed by John May-
nard Keynes and so its followers are 
known by Keynesians. On the other 
hand, other schools of thought such as 
the Austrian school and Monetarism 
criticized the Keynesian point of view as 
they considered that the government is 

NEC ARTICLES

STABILIZATION POLICIES:
ARE THEY VIABLE?
BY: FILIPE OLIVEIRA MARTINS

#7

1 The Economic Cycle

1

not in condition to implement 
the stabilization policies 
efficiently and that the long 
run consequences of that kind 
of policy are unknown. In the 
table    we understand better 
the main differences among 
several economic ideologies.

2

(continues on the next page)
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2 The main differences among several economic ideologies

In a more theoretical approach Keynes 
argued that when the government 
invests 1 euro in the economy there is a 
gain of more than 1 euro (Keynesian mul-
tiplier). Hayek and the Austrian school 
claimed that the governments were so 
inefficient that the Keynesian multiplier 
would be under 1 or even negative 
making public intervention a total waste 
of resources. That multiplier is influ-
enced by many variables, some of which 
we call economic stabilizers (tax rate, 
marginal consumption propensity, etc.), 
that prevent the negative consequences 
related to unexpectedly high growth 
rates or recessions. Examples of auto-
matic stabilizers are progressive taxes 
and unemployment benefits.

Furthermore, we will focus in under-
standing the difference between the 
procyclical and countercyclical policies 
(stabilization policies). The terms desig-
nate a government's approach to the 
fiscal and monetary policy. The govern-
ment policy can go against the cycle or 
in favor of it. For example, a procyclical 
fiscal policy can be summarized simply 

as governments choosing to increase 
public spending and reducing taxes 
during economic growth, but reducing 
spending and increasing taxes during a 
recession. A 'countercyclical' fiscal 
policy refers to the reverse approach, 
reducing spending and raising taxes 
during a boom period, increasing spend-
ing and cutting taxes during a recession. 
The human nature and intuition tend to 
lead governments to go with the flow, 
however that can harm the economy and 
all of its agents. In economics there is a 
brilliant, yet simple notion of opportunity 
cost. Everything as a tradeoff and public 
policies are no different. Each one of the 
cycles have excesses. In the growth 
period, there is more debt, there are 
higher levels of inflation, and the current 
account balance tends to deteriorate. On 
the other hand, when in recession the 
economy doesn’t grow (GDP growth rate 
is 0 or negative) and there are higher 
levels of unemployment. There is a 
tradeoff between GDP/Employment and 
Inflation/Debt/Current account balance 
when there is a low output gap (small 

difference between the actual and poten-
tial output). There are two kinds of public 
policies in this matter: expansionary and 
contractionary policy. The public policies 
try to achieve the positive goals of its 
purposes. However, there is always a 
downside. This notion, which is strongly 
supported by data shows that the coun-
tercyclical approach is the only way that 
economies can proliferate. If the govern-
ment goes against the tide, the peaks 
and the troughs will be closer and reces-
sions won’t be as tough. Furthermore, 
the government, by adopting the counter 
cycle     , should minimize the excesses 
of the corresponding cycle phase by con-
trolling the Keynesian multiplier.

The question that remains to be answered 
is: if stabilization is such a good econom-
ical instrument, why don’t we use it more 
often? As economists it very hard to 
answer broad questions like this one. In 
fact, the flaw of the modern economists 
is that we are too indecisive. If we take all 
the factors into consideration, we can’t 
know for sure what is the best alterna-
tive. Maybe there is no perfect option, 
maybe we have to settle with the least 
bad. One great man once said that 
“Democracy is the worst form of govern-
ment, except for all the others.” ― Win-
ston S. Churchill. Perhaps public policy is 
like democracy, perhaps not. What we 
can identify objectively is why public poli-
cies fail. What happens is that economic 
cycles are 5-10 years and government 
mandates are usually shorter. This, com-
bined with many other political interests 
make it difficult to implement and effec-
tive policy and see its true consequenc-
es. Other flaw of this model is the fact 
that we are making decisions with pres-
ent information that may be outdated 

making any decisions potentially harm-
ful for the economy. As a moderate 
person, I believe that virtue is in the 
middle and politics and economics are 
no exceptions. All out Keynesian policy is 
as bad as no public intervention. What 
we learn from history is that both 
Keynesian and Neoliberal schools have 
been proven wrong in the 1970’s and 
1929/2008 crisis (respectively). It all 
comes down to moderation and a ration-
al use of economics, not just as an exact 
science but also as a social science that 
should be used together with mathemat-
ics, history, political science, philosophy, 
sociology in order to better understand 
the behavior of the society in hope for a 
better future. 

(continues on the next page)
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In a more theoretical approach Keynes 
argued that when the government 
invests 1 euro in the economy there is a 
gain of more than 1 euro (Keynesian mul-
tiplier). Hayek and the Austrian school 
claimed that the governments were so 
inefficient that the Keynesian multiplier 
would be under 1 or even negative 
making public intervention a total waste 
of resources. That multiplier is influ-
enced by many variables, some of which 
we call economic stabilizers (tax rate, 
marginal consumption propensity, etc.), 
that prevent the negative consequences 
related to unexpectedly high growth 
rates or recessions. Examples of auto-
matic stabilizers are progressive taxes 
and unemployment benefits.

Furthermore, we will focus in under-
standing the difference between the 
procyclical and countercyclical policies 
(stabilization policies). The terms desig-
nate a government's approach to the 
fiscal and monetary policy. The govern-
ment policy can go against the cycle or 
in favor of it. For example, a procyclical 
fiscal policy can be summarized simply 

as governments choosing to increase 
public spending and reducing taxes 
during economic growth, but reducing 
spending and increasing taxes during a 
recession. A 'countercyclical' fiscal 
policy refers to the reverse approach, 
reducing spending and raising taxes 
during a boom period, increasing spend-
ing and cutting taxes during a recession. 
The human nature and intuition tend to 
lead governments to go with the flow, 
however that can harm the economy and 
all of its agents. In economics there is a 
brilliant, yet simple notion of opportunity 
cost. Everything as a tradeoff and public 
policies are no different. Each one of the 
cycles have excesses. In the growth 
period, there is more debt, there are 
higher levels of inflation, and the current 
account balance tends to deteriorate. On 
the other hand, when in recession the 
economy doesn’t grow (GDP growth rate 
is 0 or negative) and there are higher 
levels of unemployment. There is a 
tradeoff between GDP/Employment and 
Inflation/Debt/Current account balance 
when there is a low output gap (small 
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difference between the actual and poten-
tial output). There are two kinds of public 
policies in this matter: expansionary and 
contractionary policy. The public policies 
try to achieve the positive goals of its 
purposes. However, there is always a 
downside. This notion, which is strongly 
supported by data shows that the coun-
tercyclical approach is the only way that 
economies can proliferate. If the govern-
ment goes against the tide, the peaks 
and the troughs will be closer and reces-
sions won’t be as tough. Furthermore, 
the government, by adopting the counter 
cycle     , should minimize the excesses 
of the corresponding cycle phase by con-
trolling the Keynesian multiplier.

The question that remains to be answered 
is: if stabilization is such a good econom-
ical instrument, why don’t we use it more 
often? As economists it very hard to 
answer broad questions like this one. In 
fact, the flaw of the modern economists 
is that we are too indecisive. If we take all 
the factors into consideration, we can’t 
know for sure what is the best alterna-
tive. Maybe there is no perfect option, 
maybe we have to settle with the least 
bad. One great man once said that 
“Democracy is the worst form of govern-
ment, except for all the others.” ― Win-
ston S. Churchill. Perhaps public policy is 
like democracy, perhaps not. What we 
can identify objectively is why public poli-
cies fail. What happens is that economic 
cycles are 5-10 years and government 
mandates are usually shorter. This, com-
bined with many other political interests 
make it difficult to implement and effec-
tive policy and see its true consequenc-
es. Other flaw of this model is the fact 
that we are making decisions with pres-
ent information that may be outdated 

3 Aim of economic policy is to reduce
volatility of market economy

3

making any decisions potentially harm-
ful for the economy. As a moderate 
person, I believe that virtue is in the 
middle and politics and economics are 
no exceptions. All out Keynesian policy is 
as bad as no public intervention. What 
we learn from history is that both 
Keynesian and Neoliberal schools have 
been proven wrong in the 1970’s and 
1929/2008 crisis (respectively). It all 
comes down to moderation and a ration-
al use of economics, not just as an exact 
science but also as a social science that 
should be used together with mathemat-
ics, history, political science, philosophy, 
sociology in order to better understand 
the behavior of the society in hope for a 
better future. 
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The year 2016 was a bumpy ride all 
around. The Islamic State claimed the 
lives of more than 100 people in Europe 
alone, the British voted to leave the Euro-
pean Union, a coup d’état was attempted 
in Turkey and the US elected Donald 
Trump to be their president. 2017 
doesn’t look any better. At this point I 
believe no one would be surprised if both 
Italy and France were taken over by their 
populist parties. As the advanced econo-
mies are retreating from the global econ-
omy it seems important to understand 
why did it happen and how can we fix 
this? Why are the forces pulling us apart 
stronger than the ones that bring us 
together?

Why do we want change?

Long story short: people aren’t happy. 
We aren’t happy because we expect to 
be better off than our parents. Because 
we buy cars, houses and iPhones on the 
expectation to have a job, to be promot-
ed, to earn more money as we grow up. 
Work is not only important because it 
provides income to support ourselves 
but because it provides us a sense of 
purpose in life. Now let’s take a look at 
the data. Around 70% of households in 
rich countries saw their incomes go 
south or stagnating between 2005 and 
2014 whereas between 1993 and 2005 
less than 2%, according to the McKinsey 
Global Institute. For the next decade this 

number is could as high as 80%. Youth 
unemployment is high at 13% globally, 
compared with the adult rate of 4,5%, but 
it is in developed economies such as 
Portugal, Spain and Italy, that the prob-
lem is particularly worrying, at rates of 
32%, 40% and 48, respectively.

What seems a bit off is that the young 
are global-minded, multilingual, and 
more educated than every generation 
that came before, but at the same time 
are the ones hardest hit.

What if we don’t change?

The consequences of joblessness and 
low (or no) income are devastating. First 
of all, the longer people aren’t able to get 
a job the further their skills atrophy and 
the less likely is for them to obtain a job 
in the future. Second, it is highly unpro-
ductive for economies to have people 
sitting in their parents’ sofas instead of 
building houses, helping businesses 
grow, or growing businesses them-
selves. Lastly, if the young aren’t able to 
get a job and a good income how can 
they fund the increasing number of pen-
sioners?

All generations are on the line, and If we 
want to put a stop to the economic stag-
nation and political disorder these two 
problems should be of the highest priori-
ty to governments around the world.

NEC ARTICLES
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What can we do?

There are two areas where governments 
should focus: labor market regulation 
and education. 

Labor markets, especially in the EU, are 
harder on the young than their elders, 
and if they weren’t as rigid, employers 
would be more willing to hire more (and 
young) people since they wouldn’t be 
afraid of not being able to fire people 
during recessions. At the same time, it 
would be easier to get rid of less produc-
tive workers. Additionally, introducing a 
negative income tax for employers that 
hire young people could be helpful, since 
young workers would be relatively less 
expensive, as would removing minimum 
wages, since to a certain extent it would 
compensate companies cost of hiring 
those with fewer skills and less experi-
ence.

More importantly, we must start to 
change the way we educate people in 
order to keep pace with technological 
changes taking place. 47% of the jobs 
are expected to disappear in the next 25 
years, according to an Oxford study, and 
as AI evolves, more and more jobs will 
disappear. Consequently, as machines 
learn increasingly complex tasks, we 
need to be constantly educating 
ourselves in order to perform tasks that 
they can’t. Universities should work 
more closely with industry to understand 
which skills are in demand and be able to 
rapidly create and teach short 
programmes (along with their usual 
programmes) on those – think program-
ming in C++ or big data analysis. As sug-
gested in The Economist, governments 
could help by providing vouchers to their 
citizens for them to pay for these 
programmes.

GLOBAL DISORDER, HAPPINESS
AND THE FUTURE OF POLICY-MAKING

BY: MIGUEL LEAL
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The year 2016 was a bumpy ride all 
around. The Islamic State claimed the 
lives of more than 100 people in Europe 
alone, the British voted to leave the Euro-
pean Union, a coup d’état was attempted 
in Turkey and the US elected Donald 
Trump to be their president. 2017 
doesn’t look any better. At this point I 
believe no one would be surprised if both 
Italy and France were taken over by their 
populist parties. As the advanced econo-
mies are retreating from the global econ-
omy it seems important to understand 
why did it happen and how can we fix 
this? Why are the forces pulling us apart 
stronger than the ones that bring us 
together?

Why do we want change?

Long story short: people aren’t happy. 
We aren’t happy because we expect to 
be better off than our parents. Because 
we buy cars, houses and iPhones on the 
expectation to have a job, to be promot-
ed, to earn more money as we grow up. 
Work is not only important because it 
provides income to support ourselves 
but because it provides us a sense of 
purpose in life. Now let’s take a look at 
the data. Around 70% of households in 
rich countries saw their incomes go 
south or stagnating between 2005 and 
2014 whereas between 1993 and 2005 
less than 2%, according to the McKinsey 
Global Institute. For the next decade this 

number is could as high as 80%. Youth 
unemployment is high at 13% globally, 
compared with the adult rate of 4,5%, but 
it is in developed economies such as 
Portugal, Spain and Italy, that the prob-
lem is particularly worrying, at rates of 
32%, 40% and 48, respectively.

What seems a bit off is that the young 
are global-minded, multilingual, and 
more educated than every generation 
that came before, but at the same time 
are the ones hardest hit.

What if we don’t change?

The consequences of joblessness and 
low (or no) income are devastating. First 
of all, the longer people aren’t able to get 
a job the further their skills atrophy and 
the less likely is for them to obtain a job 
in the future. Second, it is highly unpro-
ductive for economies to have people 
sitting in their parents’ sofas instead of 
building houses, helping businesses 
grow, or growing businesses them-
selves. Lastly, if the young aren’t able to 
get a job and a good income how can 
they fund the increasing number of pen-
sioners?

All generations are on the line, and If we 
want to put a stop to the economic stag-
nation and political disorder these two 
problems should be of the highest priori-
ty to governments around the world.

What can we do?

There are two areas where governments 
should focus: labor market regulation 
and education. 

Labor markets, especially in the EU, are 
harder on the young than their elders, 
and if they weren’t as rigid, employers 
would be more willing to hire more (and 
young) people since they wouldn’t be 
afraid of not being able to fire people 
during recessions. At the same time, it 
would be easier to get rid of less produc-
tive workers. Additionally, introducing a 
negative income tax for employers that 
hire young people could be helpful, since 
young workers would be relatively less 
expensive, as would removing minimum 
wages, since to a certain extent it would 
compensate companies cost of hiring 
those with fewer skills and less experi-
ence.

More importantly, we must start to 
change the way we educate people in 
order to keep pace with technological 
changes taking place. 47% of the jobs 
are expected to disappear in the next 25 
years, according to an Oxford study, and 
as AI evolves, more and more jobs will 
disappear. Consequently, as machines 
learn increasingly complex tasks, we 
need to be constantly educating 
ourselves in order to perform tasks that 
they can’t. Universities should work 
more closely with industry to understand 
which skills are in demand and be able to 
rapidly create and teach short 
programmes (along with their usual 
programmes) on those – think program-
ming in C++ or big data analysis. As sug-
gested in The Economist, governments 
could help by providing vouchers to their 
citizens for them to pay for these 
programmes.

GLOBAL DISORDER, HAPPINESS
AND THE FUTURE OF POLICY-MAKING
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Completing in this month 55 years old, 
Tyler Cowen, an American economist 
and writer, was nominated as one of the 
most influential economists in the last 
decade in a poll elaborated by The Econo-
mist. Additionally, he was also consid-
ered one of the “Top 100 Global Think-
ers” of 2011 by Foreign Policy magazine.

Born in Bergen County, New Jersey, 
Cowen revealed a keen mind from his 
early years, winning the New Jersey 
chess competition and becoming the 
youngest person ever to do so, aged 15 
years old. He is currently a professor at 
George Mason University, holding the 
Holbert C. Harris Chair of economics, the 
same university where he graduated in 
1983 completing his Bachelor degree in 
Economics. Subsequently, in 1987 he 
followed his educational pursuits by 
completing a PhD in Economics from 
Harvard University, with a thesis on 
“Essays in the theory of welfare econom-
ics”, being mentored by Thomas Schell-
ing, the game theorist who received the 
Nobel Prize in Economics in 2005.

In the beginning of Cowen’s career, his 
work tended to focus on macroeconom-
ic and monetary topics. However, his 
interests have always been broadly 
diverse, and in the early 1990s he started 
to shift his attention to new niches of 
microeconomics, such as economics of 
culture and globalization. Having written 
his first book in this area in 1998, “In 
Praise of Commercial Culture”, he contin-
ued with a sequence of books and 
articles in which he examines the current 
state of the arts and the conditions 

under which they flourish, arguing that 
arts have been an area underexplored, 
with a high potential to raise economic 
growth. Furthermore, a lot of Cowen’s 
work has been dedicated to studying the 
relationship between technological 
evolution and economic growth. He has 
always conserved his belief that today’s 
society is not living up to its potential, 
and this will only happen when we shift 
our attention towards the technological 
progress and innovation. His book “The 
Great Stagnation: How America Ate the 
Low-Hanging Fruit of Modern History, 
Got Sick, and Will (Eventually) Feel 
Better”, argues on these subjects, 
becoming a New York Times best-seller 
in 2002.

Besides writing books, Cowen together 
with his co-author Alex Tabarrok, 
launched a successful economics blog, 
the “Marginal Revolution”, at a time 

TYLER COWEN

ECONOMIST OF THE MONTH

BY: RAFAELA HENRIQUES

NEWSLETTER // NO. 14 / JANUARY 2017

AR
TI

CL
ES

JA
N

U
AR

Y
TY

LE
R 

CO
W

EN
ST

AT
IS

TI
CS

(continues on the next page) #12



ECONOMIST OF THE MONTH
TYLER COWEN

where economic blogging was not yet 
common. The idea was to develop a 
system to communicate their ideas on 
several economic issues, and inform the 
audience in an educational, easy and fun 
approach. He has been a columnist for 
the New York Times, writing articles in the 
renowned "Economic Scene" column. 
Moreover, he also writes for global publi-
cations such as The New Republic, The 
Wall Street Journal, Forbes, Newsweek, 
and The Wilson Quarterly. In addition, 
Cowen serves as general director of 
George Mason's Mercatus Center, a univer-
sity research centre that focuses on the 
market economy. 

Likewise his passion for economics, his 
interests go further in Political Philoso-
phy. Having strong influences from 
Hayek, Cowen wrote a prominent article 
where he exposes his libertarian views, 
entitled "The Paradox of Libertarianism.” 
This article contended that libertarians 
should embrace a world with growing 
wealth, government and liberty. 

Tyler Cowen’s persuasive thoughts, on 
the many economic questions he writes 
about, have been subject to vast debate. 
Nonetheless, his books and articles, 
where he expresses his observations on 
the most varied subjects, from America’s 
economy, to Beijing food, Indonesian 
traffic jockeys, college basketball, and so 
on, are well appreciated by the audience, 
accounting for more than 200,000 views 
per post on his blog, hence worthwhile 
reading.
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SOURCE: BANCO DE PORTUGAL
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Indicator
Unemployment 

rate (%)
Employment - 

y.o.y. change (%)
CPI - y.o.y. 
change (%)

Max (2010-2016) 17,5 (M1 2013) 2,5 (M7 2014) 4 (M4 2011)
Min (2010-2016) 10,5 (M11 2016) -5,6 (M1 2013) -0,7 (M7 2014)
M12 2015 12,2 1,8 0,3
M1 2016 12,1 1,2 0,7
M2 2016 12,3 1,4 0,2
M3 2016 12,1 0,3 0,5
M4 2016 12 0,3 0,5
M5 2016 11,6 0,8 0,4
M6 2016 11 1,3 0,7
M7 2016 10,9 1,7 0,7
M8 2016 10,9 2 0,8
M9 2016 10,9 2 0,7
M10 2016 10,6 2 1,1
M11 2016 10,5 1,7 0,5

Indicator

GDP 
(volume) - 

y.o.y. 
change 

(%)

Household 
savings 

rate (% of 
available 
income)

Exports 
(volume) - 

y.o.y. 
change 

(%)

Imports 
(volume) - 

y.o.y. 
change 

(%)

Coverage 
rate (%)

Gross Debt of 
public 

administrarion 
(% of GDP)

Private 
Consumption 

(volume) - 
y.o.y. change 

(%)

Public 
Consumption 

(volume) - 
y.o.y. change 

(%)

Gross Capital 
Formation 
(volume) - 

y.o.y. change 
(%)

Max 
(2010-
2016)

2,5 (Q2 
2010)

10,6 (Q1 
2010)

10,3 (Q1 
2010)

13 (Q2 
2010)

101,4 (Q1 
2013)

133,4 (Q1 2014) 3,4 (Q2 2010) 0,9 (Q1 2016) 8,6 (Q1 2015)

Min 
(2010-
2016)

-4,5 (Q4 
2012)

3,5 (Q1 
2013)

0 (Q4 
2012)

-12,4 (Q4 
2011)

76,5 (Q2 
2010)

86,2 (Q1 2010) -6,1 (Q4 2011) -3,9 (Q3 2011)
-19,9 (Q4 

2011)

Q4 2015 1,3 4,2 2,3 4,3 95,9 128,8 2,4 0,9 -0,9
Q1 2016 0,9 3,5 2,2 4,6 93,8 128,9 2,9 0,9 -2,2
Q2 2016 0,9 3,9 1,7 1,2 94,2 131,7 1,6 0,8 -2,9
Q3 2016 1,6 4,0 5,4 3,6 96,8 133,4 1,9 0,5 -0,9



STATISTICS

EURO AREA

USA
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Indicator

GDP 
(volume) - 

y.o.y. change 
(%)

Private 
Consumption 

(volume) - 
y.o.y. change  

(%)

Public 
Consumption 

(volume) - 
y.o.y. change 

(%)

Gross Capital 
formation 

(volume) - y.o.y. 
change (%)

Exports 
(volume) - 

y.o.y. change 
(%)

Imports 
(volume) - 

y.o.y. change 
(%)

Households 
savings rate (% 

of available 
income)

Q4 2015 1,3 2,6 2,2 3,2 -2,2 2,5 6
Q1 2016 1,6 2,4 1,2 2,7 -0,9 1 6,1
Q2 2016 1,3 2,7 0,9 0,6 -1,1 0,3 5,9
Q3 2016 1,7 2,8 0,8 -0,7 2 0,6 5,8

Indicator

GDP 
(volume) - 

y.o.y. change 
(%)

Private 
Consumption 

(volume) - 
y.o.y. change 

(%)

Public 
Consumption 

(volume) - 
y.o.y. change 

(%)

Gross Capital 
formation 

(volume) - y.o.y. 
change (%)

Exports 
(volume) - 

y.o.y. change 
(%)

Imports 
(volume) - 

y.o.y. change 
(%)

Households 
savings rate  (% 

of available 
income)

Q4 2015 2 1,7 1,8 3,9 5 5,9 12,3
Q1 2016 1,7 1,9 2 2,4 2,4 3,4 12,4
Q2 2016 1,7 1,7 2 3,6 2,5 3,8 12,5
Q3 2016 1,7 1,6 2 3 2,2 2,9 -




