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Preface


According to the Office for National Statistics’ survey of personal wellbeing in the UK we are, by and large, relatively happy – and increasingly so. That’s good news. I am happy. I have a loving partner, an amazing family, a roof over my head, enough money to buy three meals a day and no axe to grind with anyone. It’s all good. I can put down my metaphoric pen and you can put the book back on the shelf and move along to that Danielle Steel novel you had your eye on earlier.


But you don’t have to look too far to realise that all is not so well. Perhaps our state of happiness is a passing phase. Perhaps we are living in a form of utopia that is about to disappear before our eyes.


I have done the awkward part – the ‘about the author’ section. The bit that is necessary to inform the reader who I am and to help judge whether it really is worth reading on. The bit that prompts the reader to think – civil engineer? Aren’t they a pretty sober lot? Well, by and large yes, we are. Or maybe it’s just me. In fact it is just me. But we are pragmatists, we love getting our hands on data and spending our waking hours (and occasionally sleeping hours) interpreting it. We are a calm bunch. We only get released to the nation to carry out our work when we have convinced our senior peers at our institution in London that not only do we know our stuff technically but that we understand our role in society.


I am ready to dig deeper, to go with my instinct that we are creating a negative legacy which will have a significant impact on all of us.


What do I mean by negative legacy? Ignore the legal definition of legacy – ‘money or property which someone leaves to you when they die’. Look more to the historical context – ‘something handed down from one period of time to another period of time’. Now we are getting closer. The period of time when we hand it down is not fixed – it is our ongoing actions throughout our lifetime. The time of receipt is not fixed – it can be the moment that we take the action. It might be many years. I am happy with that definition.


So what about the negative bit? Legacies can be positive or negative.


I am proud of many of the positive legacies that have been created in my lifetime. Some of the medical advancements are exceptional. We have created some amazing work in the worlds of arts and culture. We have developed tools that enable us to communicate as never before. They have both shrunk the world and literally taken us out of this world.


But we are also creating significant negative legacies: namely our UK financial debts and IOU’s, climate change, damage to the environment and a widespread sense of stress and anxiety.


We are spending beyond our means – the UK national credit card is almost maxed out. Our government has borrowed almost £2 trillion and appears to be happy to add to that debt. We have committed to future national expenditure with no apparent clarity regarding how it will be paid for. We have taken on a significant amount of personal debt and many have little in the way of ‘rainy day’ funds. Our activity, along with that of other nations is creating a change in the climate – the consequences of which are becoming increasingly concerning. We are damaging the natural environment in our pursuit of economic growth and consumerism. Our activities create waste and pollution. The way we live our lives is causing many of us to be stressed and anxious.


This needs to stop. Urgently.


As a nation we have fallen into a trap that will cost us dearly. We are just too busy getting stuff done. We need to stop, review, change direction if necessary and repair where it is not too late. We just cannot accept ‘business as usual’.


This book explores these negative legacies, identifies the background and reasons, where we are currently heading and where possible suggests a better way forward.


It is based on the best available data (here we go), supplemented by personal experience and judgement. It does not tap into social media chatter, what the television and radio media think, or seek to be alarmist in order to create a good read. It is written without allegiance to any employer, organisation or political party. It is focussed on the UK but recognises that some of the issues are global, as are the potential solutions.


There is no agenda, other than to try to identify the key negative-legacy issues, the facts that relate to them and to prompt some informed discussion and action to remedy them before it is too late. The book isn’t part of an ego trip or part of a blame game. Quite the contrary. I am unwittingly part of the problem. I hold my hands up. If I can contribute to some of the solutions so much the better.


The book has been written in two different styles: the background and data-related bits are fascinating, but also a little bit dry because they need to be presented in a straightforward and honest way. The rest reflects a more chatty style in an attempt to, hopefully, make what is a serious book a bit more enjoyable to read.


Each of the negative-legacy issues commands its own part within the book. Each is described and an outline of the facts relating to it is presented. Those issues then come together and, by the use of different topics, I describe the current direction in which we appear to be heading and where and how we need to change direction. This is the essence of the book – ultimately all the issues are related and need to be tackled together. If our finances are weak we don’t have the resources to tackle climate change. If we are stressed and anxious we limit our energy and resources to tackle the challenges that face us.


The final part looks at the factors that contribute to us being where we are and might influence whether, or to what extent, we will change.


If you have decided that Danielle Steel can wait a while longer – thank you and I hope you find your journey through the book thought-provoking.
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CHAPTER ONE


UK ECONOMY AND DEBT


 




Introduction


The primary negative-legacy issue relating to the UK economy is the national debt. Some economists are not too concerned regarding our national debt. I feel that this lack of concern is misplaced.


There are other significant financial issues that need to be considered alongside the national debt in order to make a balanced and informed judgement. These are the annual budget deficit, significant future government spending commitments not reflected in the national debt, the UK current account deficit, and personal and business debt. When you look at these issues together, along with the other negative-legacy issues discussed in this book then the reasons for my concerns become clear. In this chapter I will present each financial element to provide the background to the later chapter describing where we are currently heading and what we should be doing differently to recover our legacies.


You will see later in the book the importance our finances have on securing the improved legacies. There is no point in saying that we should target increased spending to tackle climate change if our finances are not in good order. Also, as you can appreciate the risks we are exposed to if we do not have financial resources in place to see us through a rocky period, we are laying ourselves open to particularly difficult times. Recognising the issues and putting our drive and energy into dealing with them sooner rather than later must be the best approach.


The best way to introduce this chapter is to create a scenario. I want to invite you to imagine you are a farmer for the day. Say you are 50 years old (yes I can still remember being 50) and your parents have today handed over the family farm to you – at last! It comprises 200 hectares of glorious Cotswold land, undulating and productive loam soils. Perfect. They have moved into the bungalow at the end of the lane. Just far enough away but not too far that they can’t still see what you are doing.


It’s your first day in charge so you have invited the farm accountant over for a chat and a briefing regarding the farm finances. A pot of tea is made and the custard creams are laid out on the kitchen table.


First the accountant confirms what you already know – the farm turns over a lot of money. So far so good. You reach for a well-earned biscuit. Then she drops the bombshell that the farm has significant debts, accumulated slowly over many years. This amounts to over three-quarters of the farm’s annual income. Your slightly shocked look prompts her to explain that the debt is mainly the result of investment in infrastructure (typically new roadways and a new milking parlour), transport (new farm vehicles), updating essential farm machinery and employing more staff when father was unwell. Some of these investments have been made on the basis that for £1 spent £2 will be earned. Some were made because without them the farm could not function. Occasionally money was spent on vanity items (the neighbours could then see how well the farm was doing) and some of the money was used to see the farm through some lean years.


The accountant then explains that the farm’s lenders are happy. With interest rates relatively low and with no major clouds on the horizon they are content that the farm can service the debts.


The accountant says that sadly, every year, a lot of interest is paid to the lenders and this makes it more difficult to reduce the debt. She also makes clear that there is no guarantee that interest rates will remain low and points out that if the lenders lose confidence the debt will be called in. The consequences of this would be dire, leading to whole-scale changes in the farming operation and huge interest payments to satisfy new lenders because you are no longer considered to be low risk. Each year the farm is spending more than it is making so the debt is expected to continue to rise.


Cup of tea topped up, the accountant goes on to the next item, the money you have agreed to pay your parents for the rest of their lives. You recall your parents paying their parents so this doesn’t come as a great surprise. What you were not clear about is that there is no legal contract, with terms and conditions stating exactly how much is paid and for how long. There is just a social contract as a result of which there would be trouble if, having paid the pension of the older generation, your parents would not then get one themselves. You are told that there is no investment fund; there is no private pension pot from which to pay your parents’ pension. It is down to you to generate sufficient funds to pay it – otherwise they will be beating down your door. Also, if you try too hard to reduce the payments Clause 558.34 of the contract transferring the farm to you will be activated and the whole lot will go to your sister on the basis that she says she wouldn’t dream of reducing the pension.


By now you have closed the packet of biscuits – there is no scope for frittering away money on such luxuries.


Still, it could be worse. And so it is. The next item is the financing of the large building that houses the livestock. You recall it being built five years ago, a useful structure that must have cost a lot to build. Well, yes it did cost a lot to build, but the builder agreed to erect and maintain it at his expense in exchange for receiving annual payments for the next 25 years. These payments far exceed the usual build price plus what it would cost to maintain, but your parents did have the advantage of not having to ask the bank for the money to build it.


So that must be it now – no more bad news? The accountant cannot bring herself to raise some of the other less significant issues, so thanks you for your time, leaves her card and makes a swift exit.


While you are taking the bad news in you start to reflect on your own finances. Like many other people you have significant personal borrowings, a mortgage on the house you were living in before moving into the farmhouse and a three-year lease on your Land Rover Discovery.


Quite rightly you look at the whole financial picture, and it doesn’t look too rosy. You recall that you were not fully aware of the situation and that if anything goes wrong your whole finances will collapse like a pack of cards.


I use this scenario to enable me to make the analogies with the national picture.


The farm debt is in this case the national debt that is huge and growing. It has built up over time due to spending on day-to-day activities and investment in capital works. This is significant. The payments to your fictional parents are the state pension, which is based on a promise to pay huge sums of money from wealth that has not yet been created. The fact that the farm currently spends more than it receives is the equivalent of the budget deficit. The scenario with the shed is the equivalent of a Public Private Partnership (PPP) arrangement where we get a piece of infrastructure built, such as a hospital and spread the payments over a long period of time. The reference to personal debt is real in that many of us have borrowed large sums of money in different ways, all of which has to be paid back (hopefully).


In this scenario you, like the country, are asset rich but are running a massive financial risk that nothing will happen to prevent you paying down or servicing your debts. As important is the issue of whether you can cope with the huge financial IOU’s that have been made on your behalf. Reference is made to low interest rates and the confidence that the lenders have in you. In national terms these are vital issues.


Right, you can take off your wellies and set them aside – you will need them again later as I introduce other chapters of the book.


What follows is a look at each of the financial issues as they stood in January 2020. As you will appreciate, the financial sands do shift but you have to draw a line somewhere. The issues are serious and I now have to make sure as far as I can that what you read is the most accurate and balanced position I can document. Without doing this you would be quite right to challenge the basis on which I am writing the later chapters of the book regarding where and how we should be changing direction. So serious face on for a while now before I get back to chatting about what I see is our current position. See you on the other side.


 




The National Debt


Definition: It is the total amount of money the UK government owes to UK private sector organisations, overseas institutions and other bodies, largely as a result of government financial liabilities on the bonds (gilts) and Treasury bills it has issued.


In my words, it is the government’s cumulative overspend, the outstanding amount that would be shown on its credit card statement at the end of the month. It is created by month after month, year after year spending more than it receives.


At the end of March 2019 the UK national debt stood at £1,821,900,000,000.1 That is approaching £2 trillion. Imagine it: £1.8 trillion; £1,800 billion; £1,800,000 million. The Office for Budget Responsibility (OBR) estimates the national debt in the UK to be around £64,000 per household.


In broad terms this is increasing at the rate of around £1 billion each week.


This accumulated debt is a negative legacy that we must urgently tackle. However, the current omens are not good.


It is important to differentiate between the national debt and the government budget deficit (Public Sector Net Cash Requirement to give it its official title). The national debt is the cumulative government debt. The budget deficit is the excess public spending that is then added to the national debt. Sometimes we hear politicians suggesting that the government of the day is ‘paying down Britain’s debts’. What they actually mean is that the budget deficit in that year is less bad. Our budget deficit is discussed later.


The national debt is often expressed as a percentage of our Gross Domestic Product (GDP). GDP is the total monetary or market value of all the finished goods and services produced within our borders in a specific time period.


Our government takes the view that as long as the borrowing is within pre-determined percentages of our GDP it is manageable. At the end of March 2019 our national debt was 84 per cent of GDP. Currently the government does not appear to be too anxious about it.


We can look at other countries and see that their percentages are higher – in some cases much higher. We must stop thinking that this comparison makes our national debt ok and that we can just keep adding to it. We shouldn’t. It cannot end well. It is dead money. The £1.8 trillion has been spent; we are never going to see that money again.


History of the National Debt


It is helpful to compare our current national debt with that of previous years.


The UK national debt can be traced back to 1694 when King William III used a syndicate of merchants to finance the Nine Years’ War. This war put a massive strain on the government’s finances. Rather than raise taxes, which had been the previous remedy, the government borrowed over £1 million at an 8 per cent interest rate. This effectively created a national debt.


Between 1700 and the end of the Napoleonic wars in 1815 the national debt rose from £12 million to £850 million. World War One required a huge increase from around £650 million in 1914 to £7.4 billion by 1919. As a result of World War Two the national debt rose significantly – reaching £24.7 billion and 250 per cent of GDP by 1946. Between wars the national debt had eased. It did rise during periods of high inflation during the 1970s and 1980s. Ahead of the 2008 recession the debt was 41.5 per cent of GDP. In 2008 it was 49.4 per cent of GDP. By 2010 it had risen to 74.6 per cent as we tackled the fallout from the recession.


The more recent figures are in the table below:


Table 1.1 UK government debt. Financial years ending March 2011 to March 2019 (1)

















	

Financial Year ending March




	

Debt (2) £ billion




	

As percentage of GDP













	

2011




	

1,214.5




	

74.9









	

2012




	

1,349.7




	

80.9









	

2013




	

1,425.6




	

82.6









	

2014




	

1,522.5




	

84.3









	

2015




	

1,604.1




	

85.7









	

2016




	

1,652.3




	

85.4









	

2017




	

1,720.5




	

85.2









	

2018




	

1,764.5




	

84.6









	

2019




	

1,821.9




	

84.2












Source: ONS


Notes:


1. Financial year represents the period of April to March


2. Consolidated and at nominal values.


Who Owns the Debt?


The British government issues gilts, or government securities, to finance its debt. The word ‘gilt’ comes from the main characteristic as an investment ‘gilt-edged security’. These gilts are primarily owned by British institutions although some are owned by UK households. The Bank of England owns around a quarter of them, UK insurance companies and pension funds around 30 per cent and around 17 per cent are owned by other UK financial institutions. Just over a quarter of the government’s debts are owned by foreign institutions. It should be noted that the interest payments to foreign institutions go out of the country.


The bank holds gilts (mostly held in the Asset Purchase Facility (APF)) and is part of the public sector. Interest paid by central government on those gilts does not actually leave the public sector.


How gilts work would justify a whole chapter of the book, but I will spare you from that. In short, they are a vehicle for lending money to the government for a pre-determined period. In return the lender receives interest and the return of their capital at the end of the period. All being well. In theory the government could default and you might get neither your interest nor your capital returned. To date the UK government has never defaulted on them. In a way, the government does not make a commitment regarding by when the debt must be repaid. Gilts are issued with such a date, but in a stable economic environment the government can just issue new gilts. As long as the terms and risks are manageable for the lenders or buyers of the gilts the trade can just continue.


Who owns the debt matters because the interest they receive either makes a positive contribution to our economy and helps offset the negative implications of this government expenditure – or it results in money going out of the country. Equally, who you are in debt to is important – even when you are a government. Ideally you do not want a key lender to decide not to buy your debt and to unsettle to market.


Interest


One negative aspect of having a national debt is the fact that we must pay interest to service it. A lot of interest. In the financial year 2019/20, public sector debt interest is expected to be around £41.5 billion. This reflects £52.4 billion of gross interest payments, less £10.9 billion discounted due to the APF with the money staying in the public sector. This interest figure is around 4.9 per cent of total public spending or 1.9 per cent of national income. That £41.5 billion would buy around 40 per cent of an HS2 railway (arguably) and is slightly higher than our 2019/20 defence budget of £41.3 billion. When you consider the intensity of the discussion regarding the expected expenditure to build HS2 it is surprising that this interest figure does not attract more attention.


Debt interest is one of the major elements of the central government’s Annually Managed Expenditure. Most public sector interest spending is accounted for by central government. The biggest components are interest paid on the government gilts and on the reserves (effectively electronic money) created by the Bank of England for monetary policy purposes. These gilts comprise two types: conventional gilts that pay a fixed amount of interest, and index-linked gilts that pay an interest rate linked to Retail Prices Index (RPI) inflation.


The money we invest in NS&I savings products, including Premium Bonds and Index Linked Savings Certificates contributes to the government’s financing needs and hence helps towards the cost of servicing the national debt. Premium Bonds don’t pay interest but a sum of money is put into a pot and holders get a chance each month to win some money from the pot. Luckily for the government we have historically rather liked this gamble and bought a lot of Premium Bonds. One estimate puts the value of all the Premium Bonds we hold at £80 billion. The interest rate used to generate the pot is relatively low – around 1.4 per cent in late 2019 and is expected to go down. For the government these bonds appear to be great value. Index Linked Savings Certificates have contributed to retaining the value of savers’ investments in them, in that previous issues were linked to RPI. This is being changed to being linked to the Consumer Prices Index, which is generally lower than RPI. It should be noted that the government’s interest rates on its products can affect the overall savings market by the introduction of competitor rates.


Other Countries’ National Debts


I mentioned that some other countries have a higher national debt than ours. So how does our national debt compare with those of other countries?


Below is data provided by Eurostat. Eurostat is the statistical office of the European Union situated in Luxembourg. It provides the European Union with high-quality statistics that enable comparisons between countries and regions.


Table 1.2 Comparison of EU countries’ (and Norway’s) national debt Q3 2016, Q1 2019 and Q2 2019 as a percentage of GDP.
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Euro area (19 countries)




	

90.8




	

86.5




	

86.4









	

Euro area (18 countries)




	

91




	

86.7




	

86.6









	

European Union – 28 countries




	

83.4




	

81.1




	

80.5









	

European Union – 27 countries (2007–2013)
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Belgium




	

109




	

105.3




	

104.7









	

Bulgaria




	

28.5




	

20.9




	

20.4









	

Czech Republic




	

38.3




	

34




	

33.1









	

Denmark




	

38.3




	

33.5




	

34.6









	

Germany (until 1990 former territory of the Federal Republic of Germany)




	

70.4




	

61.7




	

61.2









	

Estonia




	

9.5




	

8




	

9.3









	

Ireland




	

76.1




	

65.4




	

63.9









	

Greece




	

175.7




	

182.1




	

180.2









	

Spain




	

99.9




	

98.9




	

98.9









	

France




	

98.8




	

99.7




	

99.6









	

Croatia




	

81.8




	

74.9




	

76.4









	

Italy




	

135.3




	

136.6




	

138









	

Cyprus




	

107.4




	

103.2




	

107.2









	

Latvia




	

38




	

37.7




	

36.7









	

Lithuania




	

41




	

34




	

36.1









	

Luxembourg




	

21.1




	

20.8




	

20.3









	

Hungary




	

75.5




	

69.5




	

68.2









	

Malta




	

56.8




	

46.4




	

45.7









	

Netherlands




	

61.6




	

50.9




	

50.9









	

Austria




	

82.4




	

72.7




	

71.8









	

Poland




	

53.2




	

49.1




	

48.1









	

Portugal




	

134.5




	

123.7




	

121.2









	

Romania




	

36




	

34.1




	

34.2









	

Slovenia




	

81.7




	

68.1




	

67.7









	

Slovakia




	

52.6




	

49




	

48.4









	

Finland




	

61.1




	

58.7




	

60.5









	

Sweden




	

41.6




	

36.4




	

35.6









	

United Kingdom




	

85.6




	

84.2




	

85









	

Norway




	

36.6




	

36.1




	

35.3












Source: Eurostat





Data extracted on 09/12/2019 18:30:00 from [ESTAT]


Dataset:                General government gross debt – quarterly data [TEINA230]


Last updated:      22/10/2019 11:00


It is interesting to also compare our position to that of some other non-EU countries.


Table 1.3 Comparison of approximate 2019 national debt as a percentage of GDP in relation to some countries of interest.















	

Country




	

2019









	

United States




	

106.2









	

United Arab Emirates




	

20.1









	

Sudan




	

207









	

Singapore




	

114.1









	

Barbados




	

115.4









	

Japan




	

253









	

Canada




	

87.5












Source: various


What do these two tables tell us? It is true that some countries have more significant national debts than we do when you consider the key ratio of debt to GDP. Our debt-to-GDP ratio is about the same as the average for the EU. Our ratio is better than that for one of our major non-EU key future trading partners – the United States. The tables also highlight the debt-to-GDP ratios of two countries that are in financial difficulty – Greece and Barbados. I will discuss their problems and any lessons learned later.


What are the Considerations to Determine Whether our National Debt is Bad?


First, if you look at our national debt entirely in isolation it is bad, but not alarmingly so. It is when you join the dots and look at all the other issues that you reach a more pessimistic outlook regarding the debt.


There are various ways to make a judgement. In broad terms you could take the view that debt is not necessarily bad – provided it isn’t called in (demanded to be repaid – possibly at a time when the resources are not available) and that the debt is serviceable. What currently helps in terms of our national debt is that there appears to be no external pressures for the debt to be repaid.


The UK has a credit rating determined by businesses specialising in bond credit ratings (ratings agencies). Credit ratings are extremely important because they reflect the perceived risk associated with buying a certain bond.


Different rating agencies take different views at different times. One of these is Moody’s (Moody’s Investment Service). According to Moody’s, investment grade bonds comprise the following credit ratings: Aaa; Aa1; Aa2; Aa3; A1; A2; A3; Baa1; Baa2; Baa3. An Aaa rating is considered by them to be of the highest quality and lowest credit risk. For many years Moody’s assigned a Aaa rating to the UK, reflecting a position of the UK being least likely to default on its debt. This was downgraded to Aa1 in Feb 2013 and to Aa2 in Sept 2017. They also issue an ‘outlook’ which reflects where they consider the rating to be heading in the future. In November 2019 this was changed from stable to negative. In November 2019 other major economies with an Aa2 rating included France, UAE and Hong Kong. A downgrade to Aa3 would put us in the same group as Taiwan and the Czech Republic.


Their concerns were that there were political pressures to spend more and very little indication of a plan to increase revenue to pay for this spending or to pay down debt. The current worldwide economic position doesn’t create an environment in which substantial debt repayment will be on the cards anytime soon. We were also suffering a period of semi-paralysis during the Brexit negotiations and this position may be ongoing for some time pending the outcome of trade negotiations.


What impact does this reducing rating have? The first issue is, do the key lenders take much notice of them? The rating agencies do from time to time get it wrong – in some cases badly wrong. As an industry they have occasionally given businesses a high credit rating, only for the business to go bust soon after. Serious lenders do their own research and take their own view. However if the rating agencies are lowering their assessments it is very likely that major creditors are doing the same.


Notwithstanding, the impact of lowering a rating is that lenders get more nervous about being repaid and eventually want higher returns to reflect the increasing risk. It is little different to you and I going into the marketplace wanting to borrow money. If your credit rating is not great you might be declined credit or the lender will want to apply a high rate of interest.


It is worth making a point at this stage – there is a view among some politicians that our national debt and spending plans are serviceable given our historically low interest rates. What I have written suggests that in terms of our UK bond credit rating this position is under threat.


Then there are the European Union measures. According to the Protocol on the Excessive Deficit Procedure, annexed to the Maastricht Treaty on economic and monetary union, Member States in the euro area and euro-area candidate countries must demonstrate sound public finances. One of the criteria is that public debt must not exceed 60 per cent of GDP. Our public debt is around 25 per cent above the 60 per cent reference point. While this is a European Union- and euro-related measure it does at least elude to there being an issue with the size of our national debt, and not by just a few percentage points. We first exceeded the 60 per cent figure in the year ending March 2010.


Below, Figure 1 shows how the 60 per cent figure has been exceeded since the financial year 2009/10.


Figure 1: General government gross debt has been above the 60% of GDP reference value since the financial year ending March 2010
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Source: Office for National Statistics - UK government debt and deficit


It does show a relative consistency – that the current issue is not a blip. While it is not worsening based on this data it does reflect the fact that there is no rapid return to the pre-2010 position when we were consistently below the 60 per cent level.


The position was bad in the years immediately following the 2008 financial crisis, but as this figure shows there has been a considerable levelling off over more recent years.


What about the academic’s view? This is less clear. There are papers written by academics suggesting that when the national debt reaches 90 per cent of GDP the risks start to become concerning. Other academics disagree. I think the reason for the differing views is the fact that the base information is very complex. A judgement based on limited data might be correct in relation to that data but fails because you need to look at a broader range of data to at least get close to determining a meaningful position. An example is to not just look at the level of debt but to consider in what currency that debt is held. In broad terms the consideration may be more negative if much of the debt is borrowed in another country’s currency. It gives you less control. If you control your own debt you can print money. Equally you do not want to be ‘controlled’ by another country holding much of your debt. This is the relevance of my previous comment relating to the importance of appreciating who holds our debt.


The interest rate is a key consideration in relation to the health of your debt. You can judge that if your currency is subject to inflation or is falling in value the debt is diminishing in relative value. However if the interest rate is high the debt can become massively burdensome.


A lot of economists focus on the ratio of debt to GDP rather than the size of the debt. They see a growing economy as being a key factor. Again it is difficult to fix an economist’s view regarding when a reasonable ratio becomes a worrying one.


Then we can look at the wider considerations. The political views appear to diverge significantly. During the 2019 UK General Election there was a ‘race to the bottom’ by some of the competing parties to identify where they would invest more money than other parties. Labour promoted policies that would result in significant increases in the national debt – arguing that increased spending on productivity at historically low interest rates is a positive move. The Conservative position was much more constrained regarding spending and income generation. It could be concluded by their actions that the current Conservative government is reasonably relaxed regarding the current and anticipated national debt metrics. The basis for this is that there is no major push for austerity and in some cases there is a significant loosening of austerity measures. This loosening is unlikely to do anything other than result in an increased national debt – certainly in the short term.
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