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The move to a new equilibrium

Economic perspective

Time away from the office, in a different part of the world, gives a fresh perspective, particularly when it is
related to something as momentous as a wedding and honeymoon. | would like to share this perspective
over the next week or so. | will aim to write a series of pieces on my thoughts about the global economic

environment and identify those issues worth watching over the next 12 to 18 months.

| think it's important to put the events surrounding the collapse of Lehman Brothers into a broader context. For some,
there’s a belief that the worst crisis of most people’s lifetime is never to be repeated and that no matter how slow the
recovery, at least we’ll never go back. | am not so sure. We may not have as significant a financial crisis but | think it is
likely that substantial upheaval in other spheres is likely as the world shifts towards a new global equilibrium. The world
defined by western powers and industrialised might has ended and a new global framework is required to reflect geo-
political, technological and economic change. This new framework must accommodate the rise of China and, as
discussed in Lilies in the field , a more disaggregated domestic and global economy. The framework must be financial,
economic and, also, political.

Economic crises seem unavoidable. | don’t think the global economy is fixed. The post-crisis solution has acted as a
band-aid. It has provided short-term adrenalin but little in the way of long-term fix. Indeed, it is potentially making the
transition to a new equilibrium more difficult and painful by re-tracing steps, particularly in the area of manufacturing.
But at the heart of the current disequilibrium is politics. The traditional political framework as defined by the left and the
right is incapable of solving the world’s economic and financial problems, largely because contemporary politics itself is
mired in the post-World War 2 framework.

The first post will address the political change that | believe is currently occurring. In particular, | think it is important to
think more deeply about movements like the Tea Party, True Finns in Finland, and the current street protests in Spain,
even indeed, more seriously at movements such as the National Front in France. Discounting these movements on the
basis of certain personalities and policies misses the broader reasons for the existence of these movements.

Further posts will then discuss the economic and financial market outlook by region, specifically the Euro-zone Crisis,
the costs of manufacturing growth in the US and a comparison between Japan in 1989 and China today.

P.S. This perspective says nothing for my personal demeanour, which is overwhelmingly joyous. | could not be
happier.
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