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Lesson no 1 – Don’t Trust your Broker
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5 Year Forecasts* – still muddling through?
(Annual % change in real GDP, inflation and nominal GDP)

2007 2008 2009 2010 2011
US Real GDP 2.2 1.3 1.6 2.5 2.7

Inflation 2.9 4.0 2.1 2.0 2.0
Nominal GDP 5.1 5.3 3.7 4.5 4.7

Euro area Real GDP 2.6 1.4 1.2 2.0 2.0
Inflation 2.1 3.0 1.8 1.8 1.8
Nominal GDP 4.7 4.4 3.0 3.8 3.8

Japan Real GDP 1.7 1.7 1.4 1.6 2.0
Inflation 0.0 0.8 0.3 0.5 0.6
Nominal GDP 1.7 2.5 1.7 2.1 2.6

Global* Real GDP 3.8 2.9 2.8 3.2 3.5
Inflation 3.0 4.3 3.0 2.5 2.5
Nominal GDP 6.8 7.2 5.8 5.7 6.0

Sources: *Citi, April 2008. *On IMF PPP weightings the global real GDP numbers for 2007/8/9 are 4.8%, 3.8% and 3.7%  
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GDP Growth - what actually happened

•Lugano

Muddling Through 
turned into US-led 
Global Recession
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Lesson no 2 – Diversify your portfolio & don’t 
get paid in your company’s stock
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Lesson no 2 – Diversify your portfolio & don’t 
get paid in your company’s stock
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Lesson no 3 – Market Failure (i) Don’t  
let lawyers run a bank
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Lesson no 3 contd- The “miracle” of 
leverage – Assymetric Info?

The extra layer makes losses more severe and more sudden – even assuming that defaults rise 
to the levels of 1998-2003 (the worst in 70 years), cumulative loss rates should not exceed 10%. 

So in the case of the same example for CDO of ABS losses jump to 75%

Source: Citi.
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Lesson no 3 (ii) – Regulation & Govt 
failure  
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Lesson no 4 – Rethink what Economics Is

‘the study of economics does not seem to 
require any specialized gifts of an unusually 
high order’. 
An economist, therefore needs to be somewhat of 
a jack-of-all-trades –
‘part mathematician, historian, statesman, 
philosopher  understanding symbols but 
speaking in words’.

J. M. Keynes "Alfred Marshall, 1842-1924" The Economic Journal, (Sept.,1924)
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Lesson no 5 – The End of History?

‘History doesn’t repeat itself, but it rhymes ’
Mark Twain

‘History keeps repeating itself. That’s one of 
the things wrong with history.’
Clarence Darrow
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Lesson no 5 – History part I - The World Economy – back 
to the ‘dark ages’ for Europe?
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Source: Citi estimates based on original data from Angus Maddison, 2001, The World Economy: A Millennial Perspective, Development 
Research Center, OECD, Paris, and Angus Maddison, 2005, "The west and the rest in the world economy: 1500-2030", Australian 
National University, Canberra.

Shares of Individual Economies in the World, GDP Measured in PPP (%)
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Lesson no 5 part ii – Back to the 1930s
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Lesson no 5 part ii – Back to the 1930s
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Lesson no 5 part iii – Back to the late 19th C?
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The 3rd. Industrial Revolution: benign 
deflation – lessons from the 19th. C

(inflation and growth during deflationary periods)
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Lesson no 6 – Policy doesn’t always work

Source: Federal Reserve Board K:\Stuart\US Economic Data\interest rates\3mtbill v libor

(Yield on USD 3m Libor & 3m T-Bills, Jan 2007 - 8 May 2008)
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Lesson no 6 ii – One size doesn’t fit all

Source: Eurostat



19

Lesson no 7 – Productivity is Critical
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K:\Stuart\Euro structural/credit growth etc west v east Europe.xls

Competitiveness – the  other reason for the Euro Crisis

K:\Stuart\Euro structural/credit growth etc west v east Europe.xls
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Lesson no 8 – The importance of 
behavioral economics
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Lesson no 9 –Economic History & Shifting Balance of 
Power in World Economy
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Source: Citi estimates based on original data from Angus Maddison, 2001, The World Economy: A Millennial Perspective, Development 
Research Center, OECD, Paris, and Angus Maddison, 2005, "The west and the rest in the world economy: 1500-2030", Australian 
National University, Canberra.
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Lesson no 9 –Economic History & Shifting Balance of 
Power in World Economy
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QuickTime™ and a
 decompressor

are needed to see this picture.

•Lesson no 9 – Shifting Balance of Powers: 
AFRICA – SLEEPING GIANT? 
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Lesson no 9 – Shifting Balance of Power: ASIA – Centre 
of Population Gravity 

•3.7 
billion
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Lesson no 9 –Shifting Balance of Power in World 
Economy: CHINA 

•Source: The Guardian
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The Original “Economic Cycle”

•Lesson no 10 – Learning economics is about getting 
out  to observe the real world
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Lesson no 10 – Learning economics is about getting out  
to observe the real world
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Lesson no 10 – Learning economics is about getting out  
to observe the real world
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Mobile Banking 
for everyone?
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The Economic Cycle – The Next Revolution

Stuart Block
bike@beyondourselves.co.uk
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•The New Silk Road .
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In a New Economic Cycle .
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From African Mine .
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 To Chinese Factory
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Beyond the Bike – The Next Revolution
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The Economic Cycle – The Next Revolution – Options for 
Schools

1. Follow the blogs and help Ruth/Tutor 2U generate 
extra resources on the back of the project 

2. Economics Skype lessons from Africa / Asia

3. Opportunities for EPQ students to use us to help with 
some of their research/content
4. Students/Teachers to cycle on day 1 (Sept 5th) or in 
Cambodia
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