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The slave fights 
for freedom
Agree or disagree with Greek 
Prime Minister Alexis Tsipras 
(pictured right), what choice 
does Greece have? Recent 
analysis has indicated that the 
UK would have been in a very similar predicament if we had adopted the Euro, 
which thankfully, perish the thought, we did not. What would we have done? 
 The Bible is instructive when it says ‘The rich rule over the poor and the 
borrower is slave to the lender’. (Proverbs 22:7) Greece embarked on a route 
to slavery when it joined the European Union and they face a very stark 
choice, which may well have been decided by the time you read this.
 First published in 1919 by John Maynard Keynes, ‘The Economic Consequences 
of Peace’ created an intense and immediate controversy for its brazen criticism of 
world leaders and the Treaty of Versailles that ended World War I. Keynes argued 
that as a blueprint for peace, it was destined to create tension and conflict ahead...
and history proved him right when world war broke out again within a generation. 
 He wrote: ‘The policy of reducing Germany to servitude for a generation, of 
degrading the lives of millions of human beings, and of depriving a whole nation 
of happiness should be abhorrent and detestable, - abhorrent and detestable, even 
if it were possible, even if it enriched ourselves, even if it did not sow the decay of 
the whole civilized life of Europe. Some preach it in the name of Justice. In the great 
events of man’s history, in the unwinding of the complex fates of nations Justice is 
not so simple. And if it were, nations are not authorized, by religion or by natural 
morals, to visit on the children of their enemies the misdoings of parents of rulers.’

Over-indebted Economics
Over more than two thousand years of 
economic history, a clear record emerges 
regarding the relationship between the 
levels of indebtedness of a nation and 
its resultant pace of economic activity. 
 One of the characteristics uniform in 
all cases of national over-indebtedness 
is that deterioration in productivity 
is a symptom of the controlling debt 
influence. Another is that treasury 
bonds fall to extremely low levels. 
In the UK, our rise in GDP, on the back 
of a rising population, has masked a 
steady fall in productivity, and the current 
bond market turmoil is lifting the lid on 
a broiling catastrophe in the making. 
 The Bank of England, the Fed (US central 
Bank) and ECB repeated Quantitative Easing 
has ensured that any changes in short-term 
interest rates will have little positive effect 
because rates are near or at zero. QE was 
an attempt by central banks to lift overly 
indebted economies by encouraging 
more borrowing via lower interest rates, 
thus causing greater indebtedness. 
 Extremely high levels of public and 
private debt relative to GDP greatly increase 
the risk of deflation. Deflation, in turn, 
serves to destabilise an economy that 
is over-indebted since borrowers have 
to pay back loans in harder currency. 
So, looking back into history for a clue 
to escaping the present bogeyman 
of over-indebtedness we find that 
advanced economies have only cured 
over-indebtedness by a significant multi-
year rise in the saving rate or austerity.   
Historically, austerity arose from one of   
the following: self-imposition, external 
demands or fortuitous circumstances. 
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Greek Drama
We believe that the following points 
suggest that the Greek debt drama 
can be resolved without creating 
debilitating burdens for the Eurozone.
1. EU financial institutions over-lent and 
the Greek government over-borrowed 
under false pretences in the run-up 
to the 2008/2009 Financial Crisis.
2. This leaves Greece insolvent and 
European creditors embarrassed over lack 
of historic due diligence on their part.
3. The predominant part of Greece’s 
public debt is now held by the European 
Central Bank rather than the EU’s financial 
sector as was the case in 2012. This limits 
contagion risk in the banking sector.
4. Ireland, Portugal and Spain also had 
problems of over-indebtedness, albeit 
not at the same levels and with a more 
resilient economic 
and effective 
administration base.
5. Fiscal austerity 
to generate budget 
surpluses for debt 
repayment has 
resulted in a 6 year 
depression and a 
25% collapse of 
Greece’s GDP. 
6. Greece broadly 
delivered on 
austerity, but 

not on modernising its institutions 
and public administration.
7. The weekend’s Greek referendum 
was for or against more austerity - not 
Eurozone membership - although 
Greeks probably accepted that the 
price of a ‘No’ may be Grexit.
8. The overwhelming ‘No’ in 
the referendum, brought home 
that the Greek public is now so 
economically desperate that they 
prefer the uncertainties of the ‘deep 
blue sea’ to the ‘devil they know’.
9. Greece’s share of EU GDP is 
1.3% and 0.4% of global GDP.
10. Returning Greece to solvency without 

crippling budget surpluses is achievable 
without direct debt forgiveness through 
extension of repayment terms and debt 
refinancing on the back of the historically 
low, core Eurozone yield levels.
11. Greek banks are not bankrupt like 
Greece’s public finances, but illiquid 
after the Greek public’s largescale 
withdrawal of savings deposits.
12. The new Greek finance minister’s focus 
is on a combination of debt restructuring 
and expedient reform of the Greek tax 
and general public administration.

However, even if for political reasons 
the EU’s political elite forces a Grexit in 
order to prevent setting an example of 
leniency towards a ‘bad’ debtor member, 
the immediate economic repercussions 
are now likely to be relatively contained. 
Greece may actually thrive after the initial 
shock of the exit, which would be a very 
unwelcome example for the remaining 
Eurozone members. Furthermore, beyond 
the immediate repercussions a Grexit 
might also undermine confidence levels 
across the Eurozone economy, which has 
only just begun to recover meaningfully.

Cycling Mad
Love us or hate us, cyclists are whizzing and labouring 
along our roads. Down here in the Surrey Hills, we 
attract a plethora of lycra-clad individuals attacking 

Box Hill, Leith Hill and Newlands 
Corner striving to imitate Wiggins, 
Cavendish and Froome.  Why 
here? Is it the area of outstanding 
natural beauty that draws people? Or is it the love of pain? 
Hardly; it is the fast approaching 100 mile Prudential-sponsored 
cycle ride starting at the Olympic Stadium and ending on the 
Mall after taking in the aforementioned lumps of earth. 
 Don’t forget Justin and Alison as we crank our pedals mile 
after mile in preparation for the big day, and if you fancy 
it, our chosen charities would love some pennies. Thanks 
particularly to those who have already supported us. 
Alison is raising money for beat: justgiving.com/Alison4Amy
Justin for Harrison’s Fund: justgiving.com/justinsprightly
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Europe
We all have our views on Europe 
and before long will be faced with 
the opportunity to indicate our 
feelings about the subject in a formal 
referendum. Perhaps you were aware 
of the poorly-publicised invitation by 
the Electoral Commission to comment 
on the proposed question which they 
intend to put to the Nation. Semantics 
and psychology are interplaying to 
arrive at a formulation of a suitable 
phrase which will help folk discriminate 
between a Yes and No response. 
 Subtle differences in wording are 
being agonised over; “Should the United 
Kingdom remain a member of the 
European Union or leave the European 
Union?” seems to be the preferred option 
at the moment as it “was not only clear 
and straightforward for voters but was, at 
that time, also the most neutral wording 
from the range of wording options we 
had considered and tested” – June 2015. 
 I submitted my suggestion before 
the 19th June deadline as ‘Should 
British sovereignty be handed over 
to the European Commission?’

How Rich is the UK?
You may have seen an interesting analysis 
of an oft-stated and cross-party mantra 
that Britain is the fifth richest economy in 
the world (depending on how France is 
doing). This being the case, they argued, 
we can afford to spend umpteen billion 
pounds more on - and this is where 
they differed – more healthcare, more 
generous benefits, more foreign aid, 
stronger defences and so on. But is this 
the case? Is it legitimate to conflate the 

richness of an economy with its size? 
China is the second largest economy 
in the world, but does that make it 
the second richest? The richness of an 
economy is an interaction between the 
number of citizens and their individual 
average productivity. No prizes for 
guessing why China ranks so high here. 
 If the UK is measured by our GDP 
per capita we come in at number 18. 
In order to express richness in more 
relevant terms you have to take into 
account the relative positions of 
countries domestic costs and prices. 
Economists call this Purchasing Power 
Parity (PPP). So, when you use PPP as a 
measure, which is a more reliable guide 
to prosperity, the UK slips further down 
the rankings to 26th just behind Oman, 
Finland and, embarrassingly, France. 

Pension Freedoms
In my last Waypoint I talked about a 
perception that Mr Osborne’s drive 
to release pension funds from their 

protective wrappers was less of a 
benevolent act than a cynical tax-
raising exercise. Whether or not this is 
true, one has to admire the gumption 
that he is demonstrating in finally 
squaring up to the endemic crisis 
of national indebtedness. Further 
changes to pension taxation are on 
the cards shifting the emphasis away 
from giving tax relief on contributions 
(tax-raising now) towards lowering 
or eliminating tax on withdrawals or 
annuities (reducing tax in the future). 
 The intended by-product of this 
is an encouragement to people to 
save more now (at least that is the 
intention) which can only be a good 
thing. The risk factor in all this must 
be that nothing is permanent in the 
economic and political world; so, in 
the future when the preponderance 
of investments generate less tax (than 
they do now) how sumptuous a target 
will they be to reform. But, that is in the 
future, when you will have forgotten 
all that is written in this piece. 
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