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Economics

A Economicsis the social science that studies the optimal decisions and choices
theutilization of scarce resourcegmoney, manpower, raw materials, land) in a
way that most effectively achiegeo c | e t y toisconduenption, peosluction,
and distribution of goods and services.

A Economics has little to say about the optimal distribution of this wealth and rel
Issues of equity, which fall in the domanhPolitical and other social sciences.

A The termeconomicsomes from the Ancient Greeikkonomia, ("management/
administratiorof a household").

A It has three main branches:

I Macroeconomics, which analyzes thentire country economy and issues affecting it
includingeconomic growth unemployment, and inflation, and the use discal and
monetary policiesto optimize them.

I Microeconomics which examines the behavior of basic elements in the economy,
including individual agents (such as households and firms or as buyers and sellers
markets, and their interactions.

I International Economics,which has two subranchestnternational Trade and
International Finance.International trade studies the determinants of flows of good
andservices across international boundaries and the gains from trade. Internation
finance examines the flow of capital across international borders, and the effects c
these movements on exchange rates and investments. Increased trade in goods,
and capital between countries is a major effect of contemporary globalization. ,



Macroeconomics

A Themacroeconomic sizef a country is defined by the total amount of goo
and serviceproducedn a given year.

A This total output is calle@ross Domestic Product (GDP).

A The payments for these goods and services reprieseme (Y).

A In calculating GDP, onlyalue-Addedby each firm is included (not total
sales), in order to eliminate duplications (that is, the production of tires at
batteries is counted, but they are not included in the figures for cars).

A GDP is calculated by adding variotspenditures

I Consumption by the private sector (C)

I Investmentsby the private sector (|)

I Governmentconsumption ( G)

I Net Exports [exports (X) minus imports (J) ] which is net foreign
consumption of our products.

A Therefore:GDP = Y =C + 1 + G + X-J

A GDP can also be calculated on theductiorside by adding the valemdded
of Agriculture, Manufacturing, Construction, Trade, Education, Services,

A A third GDP calculation is made on thecomeside, involving the adding of
all wages, salaries, rents, interest, profits earned during the period. 3



GDP: National Accounts
(Initially, without Government and External Sectors):

National Accounts:
Money Flows
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Now we introduce the government sector, but without the external secto

National Accounts:
Money Flows
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An economyo0s money

National Accounts: [(‘lm'em Account Bnl)
Money Flows X-J+Yf+YTS
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Calculating GDP Growth based on Expenditures

GDP =C + | + G + X-J

And:
C =f (income, wages, pensmmonsumer creditsnflation, consumer confidence)
| = f (interest rates, foreign direct investments, bank credits, investment climate)
G = f (Qgovernmentevenues, credits to government, sgooditical factors)
X = f (GDPincome of trading partners, steel and commodity prices, other competil
J = f (domestic incomdnflation, exchange ras}

Previous Year
GDP = cC + I + G + X - J
Estimated growth 2.9%y 16%y 14%y 2.9609 -1 2 . 2715%)
Shares of GDP 1.00 0.58 0.21 0.17 0.52 0.48
Estimated contributions (9.3 (3.0 (0.5) (-6.3 (-3.6)

Current Year
GDP = C + | + G + X - 7
Estimated growth 7.3%Yy 14%y  16%y 6%y +3%y 15%y
Shares of GDP 1.00 0.60 0.25 0.18 0.48 0.51
Estimated contributions (84) (4.0) (1.1) (1.9) (-7.6)

Forecastfor next Year
GDP = C + I + G + X - J
Estimded growth 40%y 13%y 14 %y 5. 0y Oy
Share of GDP 1.00 0.60 0.25 0.18 0.48
Estimated contributions (7.9 (3.5 (0.9 (0)




é. Calculating GDP Gr owt

Nextyear, theeconomyis likely tohave areasonableate ofGDP growth 0f4.0% (sensitivity analysis shows
possibleGDP growthrange from3.5% on the lower end t.4% on the upper end.
Thisresultis due mainly to the following factors:

f

Growth inprivate consumptionis likely to continuenextyearbut at a lower rate than the past13% vs
14%and 16%. This is because ages and pensions will continue to increase at aslowerpace due to
stagnation ofndustry (caused by slowdown @xportg andfiscal budget constraintg-urthermorgbank
credit will be more restricted (due to the recent measures of the NBU to contain creditmrowfially to
control inflation). In addition, nflation will also reduce "real" money balances, further deprgssi
consumption.Nevertheless, private nsumptionwill makealarge contribution o¥.8% to GDP growth.
Private Investmentsareexpected to do well, but not @&ll as last year, again due to limitations in the
availability of bank crediaind a poor investment climate which constraints foreign direestments
Government consumptionis expected to grow atlower ratethan bst yeardue tofiscal budget problem:s
Real Exports are expected tshow no growth asxportquantities are not expected to incre@hee to the
worldd s e ¢ slowedowin caused by the international liquidatyses)andsincemetalchemicalprices
are expected to remain stafi® increasg during the yeafdue to oversupply principally from China)
Imports are expected to continue to drag the econantyincrease by 16§incipally due to the recent
Increass in gas prices (which will depress GDP growth by abdid.)




Defining Macroeconomic Performance

A sound economy is one that has boilicroeconomistability and sustainable
economiogrowth.
I Macroeconomic Stabilityis defined by stable prices with low inflation
(internal stability, and a stable foreign exchange rabetérnal stability.
I Sustainable Economic Growths defined by a high rate 6fDP growththat
can be maintained over a long time, with lomemployment rates

To assess country performance, two sets of issues need to be reviewed:
(1) Actual Results in key Economic Areas:
a. Actual Internal and Extern@tability
A Internal Stability as shown by the domestic Inflation Rate
A External Stability of Foreign Exchange Rate & Balance of Payments
A Level of Foreign Debt in relation to GDP, Exports & Reserves
b. Actual Economié&rowth
A GDP Growth Rates, structure of sources of growth, and unemployment rate
A Saving Rates and Investment Rates
A Total Factor Productivity Growth and international competitiveness
(2) The Adequacy of the Policy and Institutional Framework to Sustain Future
Economic Results:
a. Macroeconomic Policies to sustain internal and external econtahitty; and
b. Economic Policies to sustain econogriowth. 9



Internal Stability: Inflation Rates (IMF)

(Percent)

Average Projections
1995-2004 2005 2006 2007 2008 201 2012 2013 2014 2018

GDP Deflators

Advanced Economies : ¢ ; 2.2 19
United States : ; ; 29 2.2
Euro Area : i : 24 2.0
Japan : . : 09 -3
Other Advanced Economies' : . 1 2.5 3.0

Consumer Prices

Advanced Economies ! : . 2.2 34
United States . : : 29 3.8
Euro Area? | : : 2.1 33
Japan : . ) 0.1 14
Other Advanced Economies’ : . . 2.1 38

Emerging Market and Developing Economies : : 65 92

Regional Groups
Central and Eastemn Europe . 6.0 8.1
Commonwealth of Independent States? ; 9.7
Developing Asia : : 54 13
Latin America and the Caribbean : : 54 79
Middle East, North Africa, Afghanistan,

and Pakistan ; : 10.3

Middle East and North Africa ; 106
Sub-Saharan Africa ; : 6.4

Countries with inflation of over 10% pa in 2012: Belarus(70%), Syria(34%), Sudan(32%)
Iran(27%), Argentina(27%), Venezuela(21%), Tanzania(15%), Uganda(15%),Mongolia (




Real GDP Growth Rates (20E31)

Country % gr Saudi Arabia 6.0 Russia 3.6 Romania 0.9
Macau 21 Georgia 6.0 Norway 3.1 Ireland 0.7
Panama 8.5 Peru 6.0 Moldova 3.0 Austria 0.6
Ghana 8.2 Venezuela 5.7 | Turkey 3.0 Ukraine 0.2
Coted'lvoire 8.1 Thailand 5.6 Israel 2.9 UK 0.2
China 7.8 Kazakhstan 5.5 Korea, S. 2.7 France 0.1
Rwanda 7.7 India 5.4 | Argentina 2.6 Belgium 0.0
Mozambique 7.5 Chile 5.0 Slovakia 2.6 EU -0.2
Uzbekistan 7.4 Bolivia 5.0 Poland 2.4 Denmark -04
Congo 7.1 Latvia 4.5 | Japan 2.2 Netherlands -0.5
Nigeria 7.1 Malaysia 4.4 United State&.2 Czech Rep -1.0
Ethiopia 7.0 Belarus 4.3 New Zealan@.2 Hungary -1.0
Sri Lanka 6.8 Colombia 4.3 | Canada 1.9 Spain -1.5
Zambia 6.5 Uganda 4.2 Hong Kong 1.8 Slovenia -2.2
Tanzania 6.5 Burundi 4.2 Brazil 1.3 Cyprus -2.3
Qatar 6.3 Armenia 3.8 | Sweden 1.2 Italy -2.3
EN 6.3 Azerbajan 3.8 Bulgaria 1.0 Portugal -3.0
Indonesia 6.0 Mexico 3.8 | Germany 0.9 | Greece -6.0

When GDP declines for two quarters, the economy liegassion
A depressiomvolves a GDP decline of more than 10% lasting over 2 years.
With GDP growth of 7.2% pa, the country will double GDP in 10 years ,,



Policy Results in Emerging Markets and Developed Countries
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Macroeconomic Policies to Support the Economy

A A key question in Macroeconomics is what a government can do to suppc
I GDP growth including reviving growth after depressions/recession:
I Job creatiorand reduceinremployment
I Price stability(low inflation).

A In order to achieve these three objectives, the Government can use:

1. SupplySide Measuresuch as improving the business climate
(reducing excessive regulations and taxation, dealing with corruptior
red tapegeto in order to encourage investments, GDP growth and job

2. DemandSide Measuressuch as:

A Fiscal Budget PoliciesProvide additional fiscal budget resources to
consumers and firms to expand consumption and investments.

A Monetary Policies Increase money supply and lower interest rates 1
stimulate consumption and investments.

A Conservative economists (mostly Republicans) favor Sujulg measures
(Neo-Classical) and believe that demaside measures are not effective.

A Many liberal economists (mostly Democrats) believe on the merits of
Demandside measures (Keynesians) to revive growth. 15



1. Supply-Side Measures: Economic Growth and Adjustment
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Determinants of an Improved Business Environment
(I) Macroeconomic Stabilization PoliciesFiscal and monetary policies are NOT
used to encourage growth, but just to secure stability in prices and exchangge

A Fiscal Policiesinder which the Government's fiscal budget has a deficit tl
can be financed by borrowings on a sustainable basis (normally no more
3% of GDP) and public debt does not exceed 60% of GDP.

A Monetary Policiesunder which the creation of money (money supply) wil
not exceed the demand for money (which is affected by income, prices ¢
Interest rates). Normally money supply should not increase by more that
5% pa more than GDP growth.

(I1) Structural Adjustment to Promote Economic Growth

(A) Improve the Business Environment
A Remove Barriers to the Formation and Operation of Enterprises
A Remove Constraints to the Closure of Failing Enterprises
A Remove Undu&vt Interferences in Product Markets: Pricing and Trade
A Improve Efficiency of Factor Markets: Financial, Labor and Land Mark

(B) Strengthen Institutions and Public Governance
A Reform Public Administration to provide efficient Government services
A Provide a stable and predictable legal environment, without corruption
A Lower political risks. 17



The Nine Investments Drivers of the Bleyzer Foundation

Crosscountries studies made by TBF found that the following nine factor
or Adriverso were key to I mprove
iInvestments and support GDP growth:

1. Macroeconomic StabilityFiscal and monetary policies that will result in stable
prices (low inflation) and foreign exchange rates.

2. Sound Public Institution andublic Administrationthat would carry out
required reforms effectively and deliver government services efficiently.

3. An stable and predictablesgal and Judicial Environmenwith protection of
property rights and capable of delivering unbiased judgments.

4. Deregulatiorof Business Activities to minimize red tape, minimize interferen
In businesses, and facilitate the formation and operation of enterprises.

5. SoundCorporate Governanaeeth rules that would eliminate raiding and
provide protection to minority shareholders

6. Liberalization of foreign trade and capitalencourage exports (as growth
source), imports (as source of competition/efficiency) and foreign investmer

7. Financial Sector reforno facilitate the financing of businesses
Stronganticorruption measurescluding preventive and curative measures.
9. Improvecountry image and minimize political risks. 18
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The most important measures to encourage growth are intended to minimiz
business risks and improve predictability.

The intention of the reforms is not to provide subsidies!

Minimize Business Risks

Provide Macroeconomic Stability to lower fluctuations in exchange rates and pr
Improve Public Administration, Governance, and efficiency to Minimize red tape
Improve the Legal/Judiciary Environment, to protect property rights

Reduce Political Risks and Improve Country Image to Attract Capital

Deal with Corruption to eliminate res¢eking by officials

Improve Corporate Governance to eliminate raiding and provide protection to
minority shareholders

Maximize Opportunities for/and Remove Constraints to Profitability:
Deregulate and Liberalize Business: Freedom to Start up and Operate a Firm.

Liberalize Trade and Capital: Freedom to Trade and transfer capital across Bor
Improve the Financial Sector to Facilitate the Provision of Financing for Growth

19



2. DemandSide Measures

A Achieving economic growth, low unemployment and stabilization through

supplysided measures (to I ncrease | NVe
A In the shorterm, if the economy is economically depressed (for example,
to a financi al Crisis) government

Keynesian measures to revive economic growth.

A These measures wodemandsidegr enmat |l gnsnit
money to consumers and firms to jusiart consumption/demand and cause
Increases in supply: expansionary fiscal policies and loose monetary polic

Expansionary Fiscal Policies and Fiscal Deficits

I A government has a number of expenditures, including the provision of
fpublicgoodes, such as military defense

I To finance these expenditures, the government collects taxes.

I If the government spends more that it collects, it WHas@al Deficit, which is
the difference between the money that the government collects (from taxe
and what the government spends (in defense, education, eglth,

I Intheory, government expenditures and revenues should be equal and the fis
deficit should be zero. Otherwise, these fiscal budget deficits must be finance

government borrowings, which will increase the size of public debt. 20



Expansionary Fiscal Policies

I Since fiscal defi cits wil/|l Il Nncr e
IS not desirable for governments to have fiscal deficits and accumulate de

I But when GDP is not growing (following a recession), many economists
(Keynesians) believe that in such times, the government coulespeed
(use expansionary fiscal policie&y) and incur fiscal deficits to give money
to people to revive their consumption and then promote supply growth.

A But there is the questionbfow ef f ect i ve ot hpeoslei cfii
stimulate growth over the short term??

AThe ef fect ifiscalstienglusd ode pemds fion t hr

(i) whet her t hdiscaispacet tpy hasmamce th
without increasing public debt to unsustainable levels;

(i) whether the country has the capacity to generate a shorifiterm p p |
r e s p ototiseestomuli (rather than just generate additional stimulus
for imports or price increases); and

(i) whether the stimuli and the initial expansion of incamiénot be offset
by fAnegati ve s ec o higherintgreseratédsdowers o

Investments and lower income that may come later on.
21



(1) Fiscal Space
A A country will not haveiscal spacefitslevelofp u bl i ¢ de b b

A In this case, any fiscal stimulus will increase public debt to levels that
creditors, investors and consumers will not accept.

A Creditorsmay just not provide financing or will require higher interest
rates, generating even larger fiscal deficits.

A Investorswill not carry out any expansions due to uncertainties on taxes.

A Furthermore, if public debt is excessiM@nsumersnay not buy more
goods, but may prefer to save the additional resources, because of fears
the government may increase taxes in the future to repay its debts.

A Therefore, these Keynesiéiacal policiescould work, but only if
government debt is not too high. Several studies show that a maximum
sustainable public debt is about 60%0% of GDP. Beyond this level,
Interest rates on debt may explode and debt would increase exponential

A Sustainability studies show that over time, fiscal deficits should not exce:
2% - 3% of GDP, which is about the maximum that can be financed by d
In a continuous manner. Higher fiscal deficits would be sustainable only
GDP is growing fast (over 5% pa) and real interest rates are low. 22



(i) Supply Response

A A second condition for the success of expansionary fiscal policies is the
capacity tsopplgrespoeseat evha cim | mpl i es
spare capacityand the absence slipply rigidities. Ample spare capacity
tends to exist after a major economic crisis, making fiscal policies more
relevant, with higher fiscal multipliers over the short term.

A If spare capacity is limited or if there are supply rigidities in key consume
areas, fiscal stimuli will not be able to increase production.

A With a fixed amount of local goods, fiscal stimulus will just increase price

and/or result in larger imports, both of which would cause income (GDP)
decline later on.

(i) Secondary Effects
A A third condition for successful fiscal stimuli is that the initial income effec
wi | | not be hysbubssqenmedative Seahdary edfects.
A For example, an increase in Government spendifQ (@&y have as a result
an increase in incomesy Yy  but then, in subsequent rounds:
Yy YMdy Y r yY & | Z Y
r y FarCay Y Appr XY XZ YZM §
| f Yy v Due Y2 MPM Y “My



A The result of the initial fiscal stimulu&() would be an initial expansion
in income (GDPY ), but subsequent effects are likely to cause decline:
GDP (Y2, with the result that the net effect might be a decline of GDF

A That is, thefinal fiscal multiplier would be negativer negligible at best.

A Most economists agree that this is likely to be the dagejisagree on
the timing of these secondary effectd\leoclassicalbelieve that these
effects will be felt quickly. Keynesians argue that the secondary effect:
may take years and the country can enjoy income growth in the meant

A In principle, most economist would agree that, due to the negative effe
of fiscal policies on GDP growth, fiscal policies should be avoided as
Instruments to revive growthinless the recession is so seuvbat urgent
measures are needed NOW, despite future negative effects.

A In summary, fiscal policies can be used only if there is ample fiscal spe
(initial public debt is low), if there Is ample excess capacity with good
supply responses, and if the immediate effect in income is worthwhile (
to the severity of the recession) despite the subsequent negative effec

Income.
24



Fiscal Budget Deficit as % of GDP (20E21)

Rank  Country (% of GDP) Rank  Country (% of GDP)
214 Venezuela -17.50 105 Italy -2.90
206 Egypt -10.40 103 Mexico -2.80
204 Syria -9.50 97 Turkey -2.60
203 Japan -9.10 96 Romania -2.50
200 Ireland -8.50 89 Kazakhstan -2.40
194 United Kingdom -7.70 84 Poland -2.10
193 United States -7.60 74 China -1.60
192 Greece -7.60 68 Bulgaria -1.40
189 Spain -7.40 56 Australia -0.80
182 Pakistan -6.40 52 Colombia -0.50
175 Portugal -6.10 41 Russia 0.00
168 Ecuador -5.70 38 Germany 0.10
160 Netherlands -5.10 36 Switzerland 0.30
148 France -4.50 33 Korea, South 0.60
130 World -3.80 {0) Peru 0.90
126 Canada -3.80 26 Chile 1.40
125 Ukraine -3.70 19 Brazil 2.70
116 Argentina -3.20 7 Saudi Arabia 11.90
113 Austria -3.10 5 Norway 15.20
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Gross Government Debt as % of GDP (2&53

Japan 236.56 Gvt Debt below 60% GDP

Greece 170.73

ltaly 126.33 Poland 55.103 | Ukraine 35.24
Portugal 119.07 Slovenia 53.203 | Bolivia 34.82
Ireland 117.74 Malaysia 53.05 Romania 34.63
United States 107.18 Finland 52.58 South Korea 33.46
Belgium 99.03 Venezuela 51.31 Hong Kong 33.09
lceland 94.17 Norway 49.61 Colombia 32.18
Spain 90.69 Switzerland 46.71 | Australia 27.07
France 89.97 Slovakia 46.35 Indonesia 23.90
United Kingdom 88.68 Argentina 45.22 China 22.16
Canada 87.52 Thailand 44.17 Luxembourg 21.71
Cyprus 87.26 Czech Republic 43.12 Peru 19.59
Germany 83.04 Mexico 43.08 Ecuador 18.77
Austria 74.34 Taiwan 41.73 Bulgaria 17.88
Hungary 73.99 Philippines 41.49 Kazakhstan 12.39
Israel 73.29 South Africa 41.24 Chile 11.42
Netherlands 68.20 New Zealand 38.62 Russia 11.03
India 67.59 Belarus 38.33 Saudi Arabia 5.49
Brazil 64.08 Turkey 37.70

Pakistan 62.37 Sweden 37.15




US debt and the debt ceiling
US $ trillion

Estimated figures

Estimated debt S17.5tn

Debt ceiling
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Control of Congress and the White House
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Fiscal Year 2012: To Whom Does the
U.S. Government Owe Money?

-P -
~
5

mU.S. Individuals and Institutions
mU.S. Social Security Trust Fund
mU.S. Federal Reserve

mU.S. Civil Service Retirement Fund

mU.S. Military Retirement Fund

-v$16 027 Trillion m All Other Foreign Nations

as of

15.0% 30 September 2012 China (and Hong Kong)

Japan
"Oil Exporters"
Brazil

United Kingdom

Source: U.S. Treasury Department, 15 March 2013 © Political Calculations 2013

US external foreign government debt is 34% of total government debt or 37% of GDI;’Q




Sustainabillity of Fiscal Deficits

A If the fiscal budget deficit is too large, then government debt (both in dolla
and as a percent to GDP) will be increasing fast.

A There will be a moment when the government can no longer obtain financ
Interest rates on government debt will increase rapidly and the country me
forced to default on its debt, generating a major financial crisis.

ATherefore a key question is what
Definitions:

FD Primary Fiscal Budget Deficit (If sign is +, means deficit)

Y Real GDP

Yn Nominal GDP

fd = FDNn (fiscal budget deficit as a share of GDP)

B Government Debt Stock
b B¥n (government debt as a share of GDP)
DB Increase of government debt

%0B = Rate of Growth of government debt

| Nominal Interest Rate on government debt
r Real Interest Rate on government debt

P Price Level

A A Sustainable Fiscal Deficit is one that can be financed over time without
increasing the debt/GDP ratio, that is, the debt load b is in equilibrium and
remains constant over time.



(1) Budget Constraint

FD +iIB =DB The overall Npri |
Interest paymentsg), must be financedB)
FD=DB-1B IfDB= %08 B {%qgqB=growth rate of debt}, then:

FD=%B B-1B Dividing by GDP ¥n), we will get:
fd=%qB b-ib | n wHd!'isthe ratio FDYn and "b" is B¥n.
(2) Sustainability Condition
The condition of sustainabi |l 1t
not be increasing over timekor this ratio BYn to beconstantB and
Yn will need to increase at the same rate; th&igB = %q¥'n
If Nominal Y (Yn) = Real Y (Y) +DPrices, then%qgB = %q¥ + %qP
If Nominal interest rates (i) = Real interest rates (D Prices, then
fd* = (%Y +%gP)b - (r+%agP) b
Or: fd* = (%q¥ -r)b wherefd* is the sustainable fiscal deficit.
I If %q¥ =r the sustainable fiscal defidd* is zero.
I If %q) >r the sustainable fiscal deficit is positive (could have defici
I If %Y <r the sustainable deficit is negative (need for fiscaksurplus




AThe size of a sust afdfwibdegendfon s

() the growth rate of real GDP,D¥;
(i) the real interest rate on debt, r; and
() the ratio of debt to GDP, b that lenders would tolerate given tf
credit rating of the country (not a controlled #).

A The higher the rate of growth of GDP, the higher the sustainabl
fiscal deficit to GDP can be.

A The lower real interest rates, the higher the deficit can be.

A When r >%DY (negative term), the higher the ratio of debt to GI
the lower the fiscal deficit can be, and wvigersa.

A Furthermoref or t he s ust aifdiéolbé censtanats c
t he Ifd€ (nat increasing/decreasing over timae),qdd* = O;
thengd%DY -r)b =03 g =qgr Thatis, any change in real
Interest rate should equatbhangein the rate of growth of GDP.

If oY >qp, t hen the Asustailinabl
over t i mdiscalspace at omgaddi ti on

If goq¥ <qgp, t hen the fnNHsustainabl

over time and actual deficits may need to be reduced. 32



Examples:

A A country is growing at 6% pa, borrows at a real rate of 5% pa and the maximum
debt/GDP that lenders wish to hold is 60% of GDP.

A Then, the maximum sustainalpgmaryfiscal deficit is 0.6% of GDP :

%)Y T b . fd (fiscal deficit/ GDP)
0.06 0.05 0.60 (0.06- 0.05)(0.60) = 0.006 or +0.6% of GDP

A Other plausible scenarios show that if debt/GDP is 60%, the country needs to grc
fast and pay low interest rates in order to afford any primary fiscal deficits (+):

Under most conditions, on a sustainable basis, if the debt/GDP is 60%, a country
haverimary@@ f i scal bal ance (excluding I
of 5.4% of GDP and Adeficito of 2. 4%
If nominal interest payments are about 5% of GDP (with debt at 60% of GDP), the
foverall financialo f i s c al defi cit should B nc



