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Dear reader, 

I am very delighted to present our second and last magazine of this academic year. In the
last three months, we had a great run, all major targets were hit, the club was consolidated,
and a significant audience created.
 
This magazine summarizes the projects the club has been working on. We invite you to read
along as you get acquainted with the activities that have been developed in our club. Inside
you will find information about our Podcast “Défice de Atenção”, which has hit all major news
publishers lately dragged along by the media attention of our latest guest. In the last couple
of weeks, we have published five episodes, three of which are interviews, and the other two
are discussion boards comprised of club members. Significant personalities were
interviewed by some of our Club members, starting with Adolfo Mesquita Nunes ex-
secretary of State of Tourism and ex-vice President of CDS-PP, then with Professor Francisco
Louçã ex-MP and co-founder of Bloco de Esquerda, and finally, we had the honour to
receive a very special guest, Aníbal Cavaco Silva, ex-President of Portugal. 

In this edition, you will find a review of the last three months, which will give you a summary
of the most relevant economic developments that happened. We continue to have the
written Interviews, in this case, two, one with ex-Minister of Education Nuno Crato, the other
with João Alves, the Country Managing Partner of EY Portugal, Angola, and Mozambique.

The core of this magazine is our articles. Our members have produced five of them and have
covered topics such as US-China Trading Relations, Inflation in Eurozone, Income
distribution, Bitcoin, and the European Startup Ecosystem. 
 
Lastly, I would like to leave a message of recognition to all the team for the commitment,
incredible work ethic, and team spirit that we have all demonstrated this year. A last
message of gratitude goes to all our Interviewees and collaborators, Thank you all.

Wishes of a pleasant reading to all.

Thomas Berger Constantino 
Presidente of CATÓLICA-LISBON Economics Club
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LISTEN TO OUR LATEST EPISODE!

Professor
Aníbal Cavaco Silva



In the first episode of our podcast, our
panel started by trying to answer the
question: is the PRR a vitamin or rather a
band-aid that seeks to cover old wounds in
the Portuguese Economy? In the sequence
of this discussion, was debated the
Portuguese investment in green hydrogen.
The third topic was about the proposal of
Biden’s administration of raising the
minimum wages in the USA to deal with
Covid-19. The war between Australia and
Facebook in the sequence of the News
Media Bargaining Code was the last theme
of our first podcast.

Adolfo Mesquita Nunes, a Portuguese
lawyer and politician, came to our podcast
to talk about his most recent book: “A
Grande Escolha: Mundo global ou
Economias Fechadas”. In this episode, was
discussed globalization and the relationship
of dependence between countries, the
protection of economies by the states while
economies are trying to be self-sufficient,
the imperfect competition and how
globalization can be leveraging it, the labor
market, and also other themes, such as the
pandemic or even the poverty and the
inequality.

The third episode of our podcast started
with the debate on the renewed conflict
between the two Irelands, in the midst of
the implementation of Brexit. Then, the
discussion was about the financial
assistance to large and small airline
companies, in the sequence Portuguese
government assistance to TAP.

S1.E1
PRR, o Hidrogénio, 15$/h nos EUA,
e a Austrália vs. Facebook

S1.E2
Adolfo Mesquita Nunes e a
“Grande Escolha”
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S1.E3
Brexit e a(s) Irlanda(s), a TAP, o
aumento de impostos e a
regionalização



Francisco Louçã, a famous economist and
politician, came to discuss how Economics
degrees have evolved over time and gave
us some insights in how future programs
could be more in sync with the real world.
He also pointed out how it would be of
extreme importance and relevance to
include courses that specifically study
crises.
We also discussed how policies were built
or, at least, should be.

The expected increase in taxes in a post-
pandemic world was the third topic of our
podcast. Finally, because Portugal is
entering the period of autarchic, was
discussed the importance of local power in
the country.

Anibal Cavaco Silva, Economics professor,
former President, and Prime Minister of
Portugal, came to our podcast to talk with
us about his time as a student and
professor. We also discussed the
Portuguese economy, what could be done
to improve it and which mistakes (bad
decisions) have been done so far. The
Brexit and Margaret Thatcher were part of
this discussion too as the political subject
and others related to the Portuguese
government, democracy, regionalization,
deficit, and cryptocurrency. 

S1.E4
Francisco Louçã
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S1.E5
Prof. Aníbal Cavaco Silva



POLITICS
A lot has happened this quarter when it
comes to politics. Firstly, regarding some
political measures upheld by president
Biden, the United States (US) vs. China
tensions have risen. In late February, Mr.
Biden said that the US and its allies face a
longstanding competition with China and
need to “push back” against Beijing’s
“economic abuses and coercion that
undercut the foundations of the
international economic system”. He even
pointed out that he has no plan to remove
the tariffs imposed by Donald Trump on
imports from China during his trade war.
Russia has shown that it is not playing 

around. It has increased its military
presence near Ukraine's border, having
now more troops there than at any time
since 2014. This situation has concerned
mainly the US, who engaged in discussions
with NATO allies about the existing
escalating tensions. In response, Kremlin
spokesman, according to Reuters, said
Russia will deploy its forces on its territory
where it wants for as long as it wants. Also,
the Russian Defense Ministry has said it is
conducting more than 4,000 military drills
this month.
On the other side, there is some good war
news. The US president decided to put an 

FEB - APR | 2021
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Economy around
the world
Starting with surprising news, for the first
time in history, China has now surpassed
the US and became the main trade partner
of the European Union (EU). EU exports to
China grew by 2.2% last year and imports
by 5.6%. In comparison, exports to the US
dropped by 8.2%, and imports fell by 13.2%.
Both the EU and China reached an
investment agreement in December. It
aimed at making it easier for European
firms to operate in China. With this, the EU
has shown its willingness to strengthen
economic ties with China.
In the US, by the end of February, the
House of Representatives approved
President Biden´s $1.9 trillion American
Rescue Plan, designed to stabilize the
economy and curb the spread of
coronavirus. The bill included, among
others, $350 billion for state and local
governments, $130 billion for K-12 schools,
$50 billion for coronavirus testing and
tracing, and $1,400 direct payments to 

Americans making less than $75,000
annually.
Regarding the Eurozone, by the beginning
of March, the European Central Bank
decided to keep interest rates unchanged
and said it was expecting to increase bond
purchase “significantly” next quarter, since
this quarter it has been lower than usual.
However, the Pandemic Emergency
Purchase Program (PEPP) remains
unchanged at a total of €1.85 trillion due to
last until March 2022.
By mid-March, for the first time in more
than two years, Russia’s central bank
unexpectedly lifted interest rates, citing
risks from rising inflation and geopolitical
threats. The key interest rate was raised to
4.5%, embarking on a monetary policy that
aims to tighten the cycle that pushed
inflation higher.

end to America's longest war. He will
withdraw US combat troops from
Afghanistan by September 11 – the 20th
anniversary of the September 11, 2001
terror attacks. With this, about 3,000
American service members will be coming
home. The result of this almost 20 year war
period was far worse than imagined.
According to a Defense Department report,
the wars in Afghanistan, Iraq, and Syria have
cost US taxpayers more than $1.57 trillion,
and more than 2,000 US service members
have lost their lives.

Banking
In these last few months, Banking has
probably been one of the sectors that has
experienced the most highs and lows as
well as the most innovation. Starting with
the United Kingdom (UK), in February,
Lloyds Banking Group and HSBC
announced that they were planning on
shedding 20% and 40% of their office
space, respectively. With the 
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pandemic situation, this decision made
sense to these two major worldwide banks
but it raised some questions regarding
workers preferences and their productivity
in the long term, which hasn’t been
evaluated yet. In March, the British financial
services firm Greensill Capital filed for
insolvency because it fell into “several
financial distress” and it could no longer pay
its debt. Since SoftBank Vision Fund was the 
one who backed the firm with $1.5 billion in
2019, it is also at risk of being completely
wiped out.

.

Also in March, China’s Central Bank was
warned of financial risks in the country that
have been accumulated over the years, as
well as shocks from overseas uncertainties.
The major risks were related to oscillations
in the stock and fixed income markets as
well as potential bond defaults in real
estate companies. 
In the US, Morgan Stanley became the first
big bank to allow their richest clients with
"an aggressive risk tolerance" and, at least,
$2 million in assets held by the firm, to gain
exposure to bitcoin. These clients will be
able to invest 2.5% of their network into the
bank’s funds of the cryptocurrency. In April,
it was announced that, due to a release of
$2.7 billion from Bank of America’s last
year's reserves for possible losses, the bank
was able to double its first quarter profits. 

These rose from $4.01 billion, in 2020, to
$8.05 billion, in 2021, being the consumer’s
increased use of digital banking the key
driver.

Covid-19
As one of the factors that most marked the
beginning of the year of 2021, we have the
quite accelerated evolution of COVID-19
with many new features. 
It was in February that effective vaccines
against coronavirus were approved and
distributed worldwide, as well as the
beginning of researchers investigating ways
to modify COVID-19 vaccines to tackle the
South Africa variant and others that have
also emerged. In February, the process of
vaccination started to be faster and in
bigger volumes in all countries, namely in
the EU countries. Nonetheless, as the
World Health Organisation (WHO) claimed
last month, Europe's vaccine rollout is still
“unacceptably slow”. 
Also this past quarter, a 4th wave of COVID-
19 surged around the world. During March,
Brazil became one of the most dramatic
scenarios, upon reaching a new level of
daily cases and with the number of daily
deaths passing 2,000. During March, it
became one of the most dramatic cases. 
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The country had the second-highest death
toll in the world, only being behind the US.
The  transmission rate was made worse by
the variety of contagious variants that were
present in the country. Despite this drastic
situation, President Bolsonaro had still
downplayed the threat from the virus, and
he even told people to "stop whining". The
steep emergence of cases has been
attributed to the spread of the highly
contagious new variant of the virus (P1),
which is thought to have its origins in the
Amazon city of Manaus. Some data
suggested that the P1 variant could be up
to twice as transmittable as the original
version of the virus, thus explaining the
extremeness of the Brazilian's situation. 
In Europe, the situation became “serious” as
it surpassed 1 million deaths from COVID-
19 and with about 1.6 million new cases
reported each week in the region.
Regarding what was happening, WHO
claimed that Europe's vaccine rollout was
still “unacceptably slow”.

during a virtual climate summit, announced
an ambitious plan to reduce greenhouse
gas emissions (by 50%-52% below its 2005
emissions levels by 2030), in order to put
America in a central position in the global
battle against the climate crisis.
Furthermore, experts and scientists believe
that this year is critical to respond to the
climate emergency (Donors and MDBs
should direct at least 50% of their climate
finance support towards adaptation and
resilience; scale-up catastrophe-triggered
financial instruments and develop new
ones to strengthen ex-ante resilience
building; integrate climate risks into policy,
budget, procurement, and investment
decision-making; and support local and
regional adaptation and resilience
initiatives). 
Moreover, in the future, the use of artificial
intelligence as a way of fighting the climate
crisis can become essential to the health of
the planet.

climate
Through these past few months, the climate
has been a current topic in the media. Due
to the rising risk of floods in the US and
other natural disasters, the progressive
extinction of habitats and species, and the
increase of the greenhouse effect across
the last decades, world leaders are more
alert to climate change and intend to
embrace challenges to make the economy
greener.
In February, China released a plan for the
next four years to reduce emissions to a
net-zero value by 2060. With the same
intention, this month, President Joe Biden, 
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TED TALK
ways of living by trying to answer this
question: "Why do we work?".

OPINION:
Ever since I listened to this ted talk I have
changed the way I look at the society I am
inserted in.
I believe that the ideas presented are
important for every business company
because changing the mindset of the work
could mean a transformation in the
employers' satisfaction, leading to better
results on many levels.
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The way we think about work is broken",
Barry Schwartz (2014)

In this brief ted talk, the American
psychologist Barry Schwartz develops a
theory about the power that we, as human
beings, have to design our institutions and 

Podcast

"Money Talks" is a very enriching podcast
from The Economist. It aims to put people
in touch with current affairs, business and
finance, science and technology, and global
issues by listening to a 30 minutes episode
every Wednesday.

OPINION:
After a determinate search to find an
economic podcast that suits my
preferences I found "Money Talks", a
perfect combination of interesting topics,
clear and accessible communication, and
the right duration.
I would strongly recommend it to every
curious person who is interested in
understanding a little more about what
moves the world.
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Adam Smith, Marx, Keynes ... When you
really want to understand economics and
the main theories known today, it is often
difficult to know where to start. The author
of Economix has, under the principle of the
comic strip, put the puzzle together by
gathering the main economics thought
from mercantilism to nowadays, to explain
simply but accurately how our societies
have been built and developed, and
ultimately to help us understand the hot
current economic debates. 

OPINION:
It is a book to put in all hands, whether you
are initiated or not! I would have loved to
have been advised to read it when I started
to take a deep interest in economics

For this magazine cultural suggestion, I
want to propose the documentary: “Saving
Capitalism”. This documentary follows
Robert Reich, former Secretary of Labour in
the US and Professor of Public Policy in
Berkeley, in his journey, across the country,
to present his book with the same name.
He also speaks with people of all classes to
understand how the American economic
system is affecting them and what do they
think about it. The book and the
documentary present his own ideas in
order to fix the “fake” American free-market
because, according to his calculations, we
will reach the same levels of inequality as in
the XIX century.
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Author: Michael Goodwin
Date: 01/09/2012
Edition, collection, publishing company:
Abrams; 1st edition.

Director: Jacob Kornbluth
Date: 21/11/2017
Prizes: Indicated for “News & Documentary
Emmy Award for Outstanding Business and
Economic Documentary”. 6,8/10 in IMDb
We can watch it on Netflix

DOCUMENTARY

OPINION:
In my opinion, this is an excellent documentary if you want to learn more about the American
economic system and its failures. When I watched it I haven’t even noticed the time passing
by. I truly recommend it to everyone, not only to people passionate about economic business
but also to the ones who aren’t found in Economics.
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...OR MAYBE NOT SO MUCH
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U.S.-CHINA RELATIONS IN
THE HYPER-GLOBALIZATION
ERA
What today we know as the People's
Republic of China (PRC) was established in
1949, after a sanguine civil war that ended
with a communist triumph. Mao Tsé-Tung's
astounding victory forced thousands of US-
backed Nationalists to flee to the island of
Taiwan, setting the stage for years of cold
U.S.-China relations. 
In 1971, the U.S. officially recognized the
communist Chinese government by the
hand of President Nixon, who would
become the first American President to visit
China the very next year. That being said, it
was only in 1979 that the United States and
China normalized their relations when
Jimmy Carter granted China full diplomatic
recognition under the "One China" principle,
which asserted that there was only one
sovereign state (as opposed to the PRC and
the Taiwanese Republic of China). This came
at a time of a profound shift of paradigm in
China, which had recently seen a new
leader emerge after the death of Chairman
Mao. Unlike his predecessor, Deng Xiaoping
understood that the success of the Chinese
communist regime depended on
pragmatism and openness, even if that
meant leaving some ideological restraints of
the past behind. Deng's landmark economic
reforms prescribed that if China ever was to
develop, then international trade and
investment were the only way forward. For
that to happen, he put the shared ambition
of a global anti-capitalist revolution to the
side and resolved territorial disputes with
neighboring countries. These reforms went
on to unleash the full potential of the
Chinese people and laid out the
foundations for China's current great power
status.

Deng's programme of "socialism with
Chinese characteristics" took markets as a
mean, not an end. But this mere change of
discourse, from an unwavering Maoist
ideology to a pragmatic willingness to try
different techniques for the sole purpose of
raising the country's living standards, meant
that China could now potentially become a
partner of the United States. 

The great step towards friendship only
came, however, decades later. Although the
world was far from standing on the brink of
World War III, as it evidently was during the
1962's thirteen days of the Cuban Missile
Crisis, it was still very clearly divided into two
incompatible universalisms. Reagan's
attempts to improve diplomatic relations
were short-lived, and, in 1989, Washington-
Beijing relations took a serious hit after the
Tiananmen Square Massacre, in which
hundreds of protestors were killed as the
Chinese government, still led by Deng, sent
troops to clear the square. In response, the
U.S. suspended military sales to China and
frozen relations.
It was only at the turn of the millennium
that the two countries normalized trade
relations with the signature of the U.S.-
China Relations Act of 2000, which would
pave the way for China to join the World
Trade Organization one year after. This was
a step of paramount importance towards
recognizing China as a trustworthy trade
partner and reducing tariffs and other 

"Deng's programme of
"socialism with Chinese

characteristics" took markets
as a mean, not an end"
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barriers to trade. Between 1980 and 2004,
U.S.-China trade rose from $5 billion to
$231 billion. By 2008, China was already the
largest U.S. foreign creditor. As the Great
Recession unfolded, the U.S. trade deficit
with China rose to an outstanding amount
of $300 billion in 2011. China overtook the
U.S. as the world's largest trading nation in
2013 and eventually, only one year later,
China became the largest economy in the
world when measured in terms of
purchasing power parity. While the U.S.'s
GDP still dominates on the nominal side,
projections show that in the last 15 years
China saw an incremental GDP of $12.7
trillion, while the U.S. registered only $8.5
trillion. This, of course, does not mean that
China is richer than the U.S.: the American
per capita income is still around 4 times
larger than the Chinese. But it comes to
show how China benefited from this hyper-
globalization period, managing to lift
hundreds of millions of people out of
poverty and to convert an inward-looking,
totalitarian country into a global
superpower. 

Once Trump took office, China quickly went
from economic partner to enemy. Because
“trade wars are good, and easy to win”, in
March 2018 President Trump announced
sweeping tariffs on Chinese imports, worth
at least $50 billion. China then retaliated
with its own tariffs on more than five
hundred U.S. products. The trade war
escalated to such a level that every single
good coming from China faced taxes
arriving in the U.S. by August 2019. As
Trump’s four years were expiring, a trade
deal was signed between the two countries
which relaxed some U.S. tariffs and
committed China to increase their levels of
American imports. However, these
promises never left the paper, and, in the
end, while Chinese imports decreased over
the Trump years, so did exports to China,
leaving the Chinese trade surplus with the
U.S. at an all-time high in 2020.
  While this period of infighting developed,
something else was happening in the
backdoors. And we are not speaking of
COVID-19.

THE GENOCIDAL TIPPING
POINT
Xinjiang, located in the northwest of China is
the largest province of the country,
although it has only 25 million inhabitants.
The communist revolution in 1949 forever 

"China became the largest
economy in the world when
measured in terms of PPP"

In recent years, the loss of the U.S.'s sole
economic dominance has been loud and
clear. During the Obama years, an early
sense of unfairness was expressed
concerning Washington-Beijing trade
relations, due to these massive trade
imbalances and currency manipulation. But
then the Trump phenomenon arrived and
with that a whole new chapter of US-China
relations.   

U.S. trade with China: Chinese imports far outpace American
exports, even after the Trade War. IMF (2021)
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changed Xinjiang, which used to be mainly
populated by Uyghurs and other minorities
and eventually was brought to the control
of the Chinese government, and massive
migration of Han Chinese, China’s ethnic
majority, quickly followed. Although Xinjiang
is an autonomous region, it faces major
restrictions from the central government. In
economic terms, Xinjiang is very important
to China. It produces about a fifth of the
world's production of cotton and the region
is also rich in oil and natural gas. Because of
its proximity to Central Asia and Europe,
China sees it as a gateway to trade.
Nowadays, this province is composed of
twelve million Uyghurs, making up about
half of the Xinjiang population. They are
culturally very different from the Han
Chinese majority, speaking their own
language and expressing religious beliefs.
These large differences sparked decades of
absolute chaos in the region, from
escalating riots to terrorist attacks on
civilians and police stations which resulted
in hundreds of deaths. The government's
response began to be drawn in 2014 when
President Xi Jinping promised "decisive
actions" against radicalism after a deadly
blast occurred at a Xinjiang railway station.
These "decisive actions" took the form of
brutal security measures, in the beginning,
which quickly evolved into the greatest
human rights threat of our generation. In
2017, Uyghurs began to be detained in so-
called “re-education camps” in Xinjiang by
the masses. Despite the many attempts of
the Chinese Government to hide these
camps from international scrutiny, evidence
of their existence started to surface at that
time. Government sources eventually stated
these camps were focused on "vocational
training”. It turns out that what the Chinese
government says and is willing to show

however, does not match what is reported
by the most diverse independent sources.
It is estimated that more than one million
Uyghurs are currently detained in these
internment camps (large prison-like
structures). Over the recent years, these
structures increased at a frightening speed
in both number and size, which have to lead
some Human Rights groups to call this
Chinese policy the closest humanity ever
came to a new holocaust. 

The rapid increase in the number of concentration camps in
Xinjiang, China. GMV (2020)

  Reports from former detainees who were
able to escape indicate a horrifying
environment of women being sterilized and
systematically raped and people being
tortured, subject to unexplained medical
tests, and forced to take pills and vaccines.
Continuing on the Cultural Revolution,
detainees are also forced to learn Mandarin
and to enter the labour market to work
mainly in cotton fields, where they are
poorly paid. 
China retorted these accusations by
advocating the need to fight the “three evil
forces” of separatism, terrorism, and
extremism. While it was initially hoped that
Xi Jinping would represent a progressive
and moderate shift in the Chinese
leadership, it was quickly crossed off once
he emphasized both conformity and
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or religious group”.
 While the West was initially slow to react, in
recent months we have seen strong
condemnations of the Chinese handling of
their muslim minority. But we are still to see
a joint world effort in putting China on trial.
In this regard, the question then becomes
what will be prioritized: human rights or
international trade?

WHAT FUTURE?
As China takes further steps towards
becoming the largest economy in the world,
the relation between the two superpowers
will become more and more complex. And
while the saga around the origin of COVID-
19 is yet to be resolved, in recent months
the West has come forward denouncing the
Chinese treatment of their Uighur minority.
On Trump’s last day in office, the former
Secretary of State Mike Pompeo declared
that China was committing “crimes against
humanity” and “genocide”. The U.S. then
became the first country to use these
forceful terms.
As the transition occurred, initially Biden
seemed to be downplaying the genocide by
implying it was a result of different cultural
norms that “each country and their leaders
are expected to follow”. But since then the
Administration has reiterated the term
“genocide” many times. After a first call with
Xi Jinping, Biden said the President
understood there would be “repercussions”.
These positive indications, however, have
yet to be backed by real policy.
But things are expected to change soon. To
start with, Republicans have introduced a
resolution in the House calling on the
International Olympic Committee to rebid
the 2022 Beijing Winter Olympic Games.
Similar demands were made by activists for
Biden to boycott the Games along with the 

uniformity of China by engaging in brutal
measures of repression such as shutting
down civic groups, persecuting independent
journalism and promoting the “Xi Jinping
thought”. The government’s efforts to hide
these attacks on human rights were
fruitless given the many satellite images that
show destroyed mosques and sufi shrines
and a region covered with police
checkpoints and cameras that scan
everything from number plates to habitants
faces.

Expansion of detention facilities near Dabancheng, Xinjiang
region, China. Copernicus (2021)

Recently, highly sensitive Chinese
government documents were leaked which
demonstrate a detailed and vast system of
state surveillance in the region designed to
target these minorities. Some experts and
politicians are calling the campaign in
Xinjiang against Uyghurs a form of
“demographic genocide”. While the Chinese
Communist Party unequivocally denied
committing such atrocities against the
Uighur muslim minority, a non-partisan
U.S.-based nongovernmental organization
has argued that China has breached every
article in the UN genocide convention,
accusing the Chinese leaders of clearly
demonstrating an “intent to destroy, in
whole or in part, a national, ethnical, racial 
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After World War II, the world promised to
“never again” allow the atrocities committed
by the Nazi regime against the jews to ever
occur. Just before, the exact same world
had turned a blind eye on what were clear
indications that a genocide was taking
place. Six million jews died in the end. We
are fortunate enough not to live in those
dark times, but given the mounting
evidence available to us, isn’t it time to take
a stand?

U.S. Olympic Team, since they believe
attending such an event would legitimize
the Chinese communist government
(perhaps the 1936 Summer Olympics in
Berlin rings a bell?).
There is also bipartisan support for a
forced-labor bill that would require U.S.
companies to certify they are not using
workers who are under duress. The high
level of public awareness has made some
international brands such as H&M and Nike
anticipate this piece of legislation by
banning the use of Xinjiang cotton in their
apparel. Given the sector’s importance for
the regional economy, China has already
threatened to force these companies’
business out of the country.
On the trade front, while Biden’s wording
and rhetoric are very different from
Trump’s, the central message and policy of
both administrations don’t seem distant. In
this regard, Biden is expected to extend the
ban on the import of goods from Xinjiang
introduced by Trump in early January
beyond tomato and cotton. Other economic
sanctions are also scheduled to be
considered.
Others defend the importance of
articulating a clear and unified policy in the
West. Many countries have taken steps in
that direction: both the Canadian and Dutch
parliaments have voted to call the situation
in Xinjiang “genocide” and sanctions were
also introduced on Chinese officials in a
coordinated effort by the European Union,
Canada, U.K. and U.S..
  Interestingly enough, not only haven’t
similar sanctions been introduced in any
muslim-majority country, but also countries
like Pakistan, Saudi Arabia and Qatar have
actually come forward in the U.N. defending
the Chinese actions, which comes to show
the influence and power that China has.
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Prominent economists such as Lawrence
Summers and Olivier Blanchard have
expressed concern about the
consequences that the early March 2021
proposed US stimulus package of over $1.9
trillion could have on the economy. The
markets also expressed their fear, and we
suddenly saw US 10-year bonds jump
temporarily, taking with them the bonds of
countries deemed safe such as, in Europe,
Germany and France - French bonds rose
above the 0% rate, while German bonds
increased by more than 6.5 percentual
points to reach -0.2%-, forcing the European
Central Bank to reaffirm its focus on
keeping rates low and strengthening its
asset purchases.

Figure 1: 10 years state bond valuation
between April 2020 and April 2021, for
Germany (left) and USA (right) (Wall Street
Journal).

We believe this question must be asked. It is
difficult to imagine that this creature, which 

was generally controlled in the developed
countries at the beginning of the 1980s, and
almost dead after the financial crisis of
2008, could (re)appear in the coming years.
Based on these facts, we will try to give first,
factual points allowing us to analyse the
threat of inflationary pressures in the short
term - during the next year - and medium
term - during the next 5 years. Finally, we
aim to determine the dangers coming from
current monetary and fiscal policies, but
also from the change that the pandemic will
trigger, over a longer time frame.

Figure 2 : Headline and core inflation,
including expectations in the Euro Area
(European Parliament)

Expectations of a rise in inflation made
bonds prices lower and yields higher.
Generally, economies that are moving
towards greater dynamism and health are
more likely to have inflation. COVID-19
vaccines are the main reason for these 
 

IS INFLATION MAKING A
COMEBACK? UTOPIA OR
REALITY?

SHORT TERM VIEW ON
INFLATION
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expectations. The bonds market is always
the first to reflect inflation fears, since it is
the asset most negatively affected by them.
Therefore, the expectation of rising inflation
leads many investors to sell their bonds that
become less desirable. (At the same time,
other assets become more attractive and
bonds less desirable). Bonds prices fall and
yields rise.
Inflation concerns are greater in the US
than in Europe, because the American fiscal
stimulus is much bigger than any measure
that increases money supply applied to the
Eurozone. On the other hand, the American
economy is recovering at a higher pace than
the European one, mainly due to the higher
vaccination pace. Therefore, the US has less
time to absorb all the large stimulus without
having inflation pressures than the
Eurozone. This US pressure might boost
Europe’s export, since the United States will
probably need to export even more than
usual to satisfy their market, which will push
up aggregate demand and inflation for the
Old Continent.
There are some additional reasons that can
explain markets’ expectations of increasing
inflation. In the following, we will briefly
focus on three aspects. 
There is a sharp increase in world demand,
mainly driven by China, that is pushing up
prices of metals, food and fuel. On this
matter, energy prices, an important
component of inflation, have fallen sharply.
We all remember oil barrels which had
reached negative prices at the height of the.
crisis. 
The input prices of manufacturing
industries are steadily increasing, a change
that is driven by temporary shortages in
some industries that are most associated 
 

with the pandemic.
During the recession, the production fell
below the natural level. After easing the life
living conditions, we should see a “V
recovery” in the short term. It is very
important to notice the pent-up demand.
People are locked down, which increases
savings and bank deposits. When
lockdowns are lifted, demand is expected to
jump sharply while there will be bottlenecks
with production tools that will be slow to
return to normal (recruitment delays,
shortages in certain sectors due to the drop
in activity in previous months ...), making the
prices increase. 

Inflation will rise in 2021, as we have seen
previously, but it is expected to be just a
short term phenomenon. We will now focus
on explaining the expectations for the
medium run. By comparing the interest
rates on US Treasury bonds with Treasury
Inflation Protected Securities (TIPS), we
conclude that the market expects inflation
to be higher in the next 5 years than in the
next 10 years. The normal situation is the
opposite. The same expectations can be
seen in European markets. This can be
explained by several arguments.
Most factors increasing inflation are
temporary by nature, and expected to 
disappear once the pandemic is over, or at
least once economies normalize.
Concerning pent-up demand, there are
some economists that argue against it.
People are not expected to quickly spend all
the savings that were forced to be made 

MEDIUM TERM VIEW ON
INFLATION
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during the lockdowns. It is more probable
for people to start spending slowly at a first
stage where the economy is still recovering
with caution in face of uncertainty. After the
economy's full recovery, consumption will
return to its normal path. Therefore the
inflationary pressure for the make up of the
consumption might be low. On the other
hand, the recession might change the
preferences of consumers and households.
They will be more averse to risk. People take
a few years before going back to full
confidence, which will play in favor of low
inflationary tension.

Once the crisis is behind us and the
productive apparatus has recovered most
of its capacity, we are likely to see economic
changes. We will expose some of the
changes that could impact inflation.
First of all, the COVID-19 crisis has put a
strain on the entire Global Value Chain. All
countries have been impacted, and there is
a general desire to see at least the
production units of sectors qualified as
strategic return. In tomorrow's world
economic sovereignty and value chain
resilience will prevail over economic
efficiency, pushing up prices.
The opening up of China’s market to the 
crisis. world has led to a significant
compression of prices, which has helped to
control inflation. In this country production
prices are steadily increasing, which will lead
to a decrease in downward price
compression.

Europe wants to seize the opportunity
presented by the crisis to move its economy
to digitalization and sustainability. Major
investments will be made, contributing to
the creation of a significant number of jobs.
It is hoped that this will increase the
economic dynamic and positively impacted
growth and employment. However, it is not
clear that this momentum will be sufficient
to put the economy on track for the target
of 2% inflation, let alone an overheating
economy due to full employment. 
As the population in Europe and all around
the world is aging, there will be fewer
producers compared to the number of
consumers. If consumption is higher than
production, inflation becomes likier. This
event will surely be counterbalanced by the
productivity gains that are enabled due to
the advent of machines in particular.
Finally, Patrick Artus, the french economist
currently Chief Economist at NATIXIS,
explained that companies are under-
investing during this crisis, which will affect
long term growth, employment and
production. This will push inflation below
what it might have been without the crisis.

We are likely to see inflation rates rise for
structural reasons, but in general it should 
remain stable and on average below or
around the 2% limit set by the European
Central Bank in both the short and long
term. Decades of low interest rates have led
the markets to take on a lot of investment
risk. If rates were to rise again, as the
indicators anticipate, it could be a disaster. 

LONG TERM VIEW ON
INFLATION
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We believe that the sudden rise in bond
rates in the US and Europe is a sign that the
markets are under stress, testing and
seeking reassurance from central banks.
Thus, the ECB reacted to this bond market
jump by reinforcing the amount of
government bonds bought every month, to
maintain preferential financing conditions
for states and thus favour fiscal policies. On
this matter, the ECB will remain unchanged
in its Pandemic Emergency Purchase
Program (PEPP) of 1.85 trillion euros with a
key interest rate at -0.5% until March 2022.
ECB also stated that the Governing Council
expects that purchases under the PEPP to
happen over the second quarter of 2021
will be at a higher pace than during the first
months of the same year to keep the
market safe and avoid a bubble burst.
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1.We have been through hard times in our
day-to-day lives, due to the COVID-19
pandemic. Education has been playing a
major role in this crisis. As a professor, what
have been your main challenges in the
online teaching process?
In the beginning, I had some difficulty
adjusting to the technology, as it is not so
easy to control the projection systems and
switch seamlessly from PowerPoint to Good
Notes or some handwriting projecting
system. After this initial adjustment, the
main difficulty has been to understand what
is in student’s minds, to have a dialogue,
and to get feedback from students. With
remote teaching, it is much more difficult to
understand what student’s difficulties and
challenges are. 

2.Taking into account all your experience,
and despite the pandemic, which
teaching/learning process may be the more
effective in the future: on-campus classes,
online classes, or the hybrid regime? Why?
On-campus classes, by far! Interactions are
much easier and productive.

3.In your opinion, what kind of measures do
you think that are important to address the
basic learning difficulties brought by the
pandemic Covid-19? 
We must improve the quality and pace of
education. As we are coming back to face-
to-face learning, we need to pay more
attention to the quality of education and to
the level of education outcomes.

Professor Nuno Crato was the Education and
Science Minister of Portugal between 2011 and
2015. He has a Ph.D. in Applied Mathematics
and Statistics at the University of Delaware,
works at ISEG and, is being currently the
president of Iniciativa Educação – a nonprofit
organization that fosters student qualification –
is one of the most resounding names in the
education field in Portugal, being a vocal voice in
educational debates, publishing critical articles
and books on education. Some of his
publications are the recently edited Improving a
Country’s Education: PISA 2018 Results in 10
Countries (Springer, 2021), co-organized Data-
Driven Policy Impact Evaluation (Springer, 2019),
and Figuring It Out (Springer, 2010).
Professor Crato’s academic research focuses on
stochastic models with applications on
economic and social problems, and statistical
data-based evaluation of policy measures. He
has published extensively on econometrics and
statistical journals and worked on education
policy analysis, namely on PISA (Programme for
International Student Assessment) and TIMSS
(Trends in International Mathematics and
Science Study) country analyses.
He has been consulting for education policy
groups and think tanks and is frequently invited
to cooperate with various ministries and
international groups, such as Cambridge
Assessment and the World Bank. He is a
founding organizer of Lisbon Economics and
Statistics of Education.
For his work, he has received prizes from the
European Mathematical Society (2003) and the
European Union (2007). He was awarded
Commander (2008) and Great-Cross (2015) of
Prince Henry Order by The Portuguese
Presidency.
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learning with these results?

7.According to the PISA results, in general,
women get better results in reading than
men. However, the latter is better at Science
and Mathematics. Is there a possible
explanation for this? How do you believe
this gap could minimize, balancing these
discrepancies?
Yes, I believe that those gender differences
are not a fatality, but only a product of
culture.

4.After the last months of having online
classes, do you believe that the technical
skills gained will improve the learning
process in the following years?
Yes, we always learn from novel ways of
doing old things. But I insist: the biggest
lesson of all is that nothing replaces in-class
learning.

5.Considering the learning setbacks brought
by the pandemic, do you consider that
these may or may not potentiate a decline
in the improvement of the PISA results
obtained in recent years by the country?
Why?
It may, but it is our duty to fight against it.
And the way to do it is by having curricular
ambition and following the best available
teaching and learning methods. There is a
science of learning that cognitive
psychologists and other researchers have
developed during the last decades. Apply
science instead of ideology! 

6. If our country indeed verifies a decline in
the PISA results, what kind of measures do
you think that should be taken? 
To follow a structured curriculum, which we
have as detailed in the curricular standards
(“metas curriculares”). To use evaluation as
a means to assess the student’s level and to
improve it.
However, I am a bit skeptical about it.
Thanks to assessment and to better and
more structured curricular goals, we
improved tremendously until 2015, when
we got the best international results ever,
both in PISA and TIMSS. Nevertheless, the
opposite direction was taken after it. As a
consequence, our results declined, as
measured by PISA and TIMSS. Are we
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As promised, here we are to continue
discussing the topic of the income
distribution. For those of you who haven't
read my first piece on this, notice that this is
actually the second part of it. Therefore, if
you're interested, I suggest you read it
before you read this one. We’ve already
covered some interesting topics, but there
is more to it, as you'll see.
In this part, we’ll start by addressing the
perspective of intergenerational mobility.
Economic mobility across generations has
always been one of the most discussed
themes regarding income distribution and
social policies.
The most commonly used measure by
Economists is the income elasticity between
generations, which illustrates the proximity
between the economic status of the
offspring and that of its parents. This
indicator can be interpreted as follows: if
the elasticity is zero, it means that the
child’s adult income has nothing to do with
parental status, and the relative income
mobility is the highest; if it is 100%, it means
that the entire income is determined by the
father’s income, and the mobility is lowest.
However, measuring the degree of
intergenerational income mobility in a
society is not straightforward. The sources
of estimation bias include measurement 

 

errors in parental income records and the
sensitivity of estimates to the life cycle. It
requires detailed data on parent’s and
children’s earnings, ideally measured at
several points in time to capture permanent
earnings. An estimate of permanent income
is obtained by averaging the average
income over several years and measuring
the income of adult parents to avoid life
cycle deviations, which is representative of
and enables capturing the most accurate
picture for persistence. 
In line with this, international comparisons
of intergenerational income mobility based
on research in various countries should be
interpreted with caution, because
differences in mobility may reflect
differences in measurement and statistical
methods.
With this being said, it may be interesting to
present some data. As we’re following
closely the OECD report  for this part, data
will reflect this and it was naturally collected
from OECD countries. 
In the graph below, the height of each bar
represents the best point estimate of the
intergenerational earnings elasticity.
Intergenerational persistence in the OECD
region averages about 40%, ranging from
less than 20% in Nordic countries to 70% or
higher in some emerging economies. 

1 The first part is in Católica-Lisbon Economics Club — Magazine NO. 1.
2 OECD report: A Broken Social Elevator? How to Promote Social Mobility (2018) 

32

1

2



One way to interpret these values is the
following: if a rich father’s income is twice
that of another father, then in an average
OECD country, the income of the child of
the richer father will be 40% more than the
income of the child of the poorer father.
Furthermore, the earnings would be more
than 10% higher in Denmark and close to
80% more in Colombia. 
Putting it differently: 20 to 70% of the
earnings differences between fathers carry
over to the next generation.
In countries with low-income inequality and
high mobility, such as the Nordic countries,
it takes at least four generations (over 100
years) for people born in low-income
families to approach the average income in
their countries. However, in high-income
inequality and low-mobility countries (such
as some emerging countries), if these
probabilities of earnings mobility are not to
change, it will take nine generations or
more.
Although outside the scope of this article,  it
also seems that disadvantaged children
struggle to climb up the ladder in many
other important aspects of life (e.g., health
status, education, occupations, etc.). On the 

other hand, those at the top of the
distribution seem to effectively ensure that
the advantages of these aspects are
effectively passed on to their children. 
Not far from this perspective is one of the
out-of-the-box factors that I said last time
that would be mentioned here. The
question is the following: 

We know that parents and children share
genes: even in a world of equal
opportunities, this may lead to the
persistence of intergenerational incomes.
For instance, IQ has a large degree of
heritability. Smart parents are more likely to
have smart children; on average, this will
lead to higher incomes. IQ is one aspect of
talent, but other aspects, such as self-
control, concentration, and interpersonal
skills, may also have a certain degree of
heritability.

3 If you’re curious about this part, see for example: OECD’s Framework for Policy Action on Inclusive Growth (OECD, 2018). 

"To what extent genetic
heritability affect

intergenerational mobility?" 
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If this is true, then it is unrealistic to
interpret the persistence of income from
generation to generation merely as the
inability of society to provide equal
opportunities.
Sacerdote (2007), who analyzed data on
Korean American adoptees who were quasi-
randomly assigned to adoptive families,
estimates that while 33% of the difference
in family income is explained by heritability,
only 11% is explained by the family
environment. More, the remaining 56%
includes environmental factors not related
to the family.
In other words, this conducts to the
reasoning that being raised by the right
family can indeed make a person live well,
but the family environment only accounts
for a small percentage of the variation
compared with genetic inheritance and
environmental factors unrelated to the
family.
Moreover, Benjamin et al. (2012), which
reviewed existing research at the
intersection of genetics and economics,
report that: “Twin studies suggest that
economic outcomes and preferences, once
corrected for measurement error, appear to be
about as heritable as many medical conditions
and personality traits.”. 
Furthermore, they presented new evidence
on the heritability of permanent income and
their results are consistent with what we’ve
been presenting here. In what they called
“stylized facts of empirical findings in several
decades of behavior genetic studies”, they
were able to confirm that indeed family
environment explains less variance than

 genes do, and that a substantial part of the
variance in the outcome is left unexplained
by the sum of genetic and common
environment effects.
Another interesting factor   that could play a
role in shaping the distribution of income is
another biological one: the phenomena of
assortative mating. For those who are not
familiar with the term, assortative mating in
biology is a pattern in which individuals with
similar traits mate with each other more
often than would be expected in a random
mating pattern. In social sciences, this is
referred to as homogamy: people tend to
marry people of similar socioeconomic
status, education, race, and religious beliefs.
This can be extended to physical
characteristics such as height or
attractiveness. 

To study these questions, Greenwood et al.
(2014)    used a large data set of hundreds
of thousands of households from the U.S.
Census Bureau between 1960 and 2005.
They found that people with formal
education are increasingly likely to marry
those with similar education and that those
with less formal education are also
increasingly likely to marry those with less
education.

4 This is not to say that we live in a world of genetic determinism, because we certainly are not. However, it is wrong to go to the other extreme
and assume that there is no genetic transmission of economic results.
5 Bruce Sacerdote (2007), How Large are the Effects from Changes in Family Environment? A Study of Korean American Adoptees
6 Not truly random.
7 Benjamim et al. (2012), The Promises and Pitfalls of Genoeconomics
8 Twin studies are studies conducted on identical or fraternal twins.
9 Now from a different perspective than intergenerational mobility.
10 Greenwood et al. (2014), Marry Your Like: Assortative Mating and Income Inequality

"Has there been an increase in
positive assortative mating?

Does assortative mating
contribute to household

income inequality?"
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Since family income is closely related to the
formal education level of partners, the
stratification trend has exacerbated greater
inequality during the study period,
according to them.
Thus, the data suggested that there has
been a rise in assortative mating and that
this phenomenon, in turn, affects
household income inequality.
According to the paper, if the match
between husband and wife in 2005 was
random, rather than the pattern observed
in the data, then the Gini coefficient would
drop from the observed 0.43 to 0.34, so
income inequality would be smaller.
These results were interesting; but
unfortunately, they were proved wrong. Not
much later, the same authors published a
note to their own article, rectifying their
findings, after some criticism and
counterfactual findings from other authors,
where they state that the drop in the Gini
coefficient would be only from 0.43 to
0.429. In their words: ”This shows that
although sorting plays a significant role in
the cross-section, it is not an important
factor explaining the increase in inequality.”.
The results of these two counterfactuals are
consistent with the reports of Eika,
Mogstad, and Zafar (2014)    and Hryshko,
Juhn, and McCue (2015),     who used
different methods and alternative data sets
and also came to conclusions that
contradict the conclusions of the first paper.
Nevertheless, changing patterns of
marriage and divorce are still important
factors in explaining income inequality,
although the impact of assortative mating is 
 

small.
Lastly, some trends that may also affect the
distribution of income will be presented.
Unfortunately, we will not enter much into
these; but I think that, for completeness of
this article, they need to be referred, even if
in only a few sentences. Notice that some of
these are not closed topics and often there
is some controversy around them.

The thesis is that changes in technology do
not proportionally improve the productivity
of all workers. The use of IT, artificial
intelligence (AI), and other modern
technologies primarily improve the
productivity of qualified and well-educated
employees. Ultimately, this leads to an
increase in inequality. However, this is
definitely not an absolute truth. Other
perspectives on this have been taken.
Another interesting trend is increasing
market power. Have output markets
become less competitive and have some
firms gained significant market power?
Maybe this is due to less antitrust activity by
decision-makers or network effects leading
to monopolies in web-based markets. There
are studies that show that profitability is
increasingly differentiated between
companies and that inequalities of personnel 

11 Greenwood et al. (2015), Corrigendum to Marry your like: Assortative mating and income inequality
12 Eika, Mogstad and Zafar (2014): Educational Assortative Mating and Household Income Inequality
13 Hryshko, Juhn and McCue (2015): Trends in Earnings Inequality and Earnings Instability among U.S. Couples: How Important is Assortative
Matching?
14 An interesting presentation on this is the Martin Ford’s one on a TED conference: How we’ll earn money in a future without jobs (2017).
15 See, for instance, also the presentation on a TED conference by David Autor: Will automation take away all our jobs (2016). 

"One of the most
controversial is the idea of
skill-oriented technological

progress."
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are growing more across companies than
within companies. Ultimately, this thesis
attributes the rise in income inequality   to
the growing  monopoly power of some
firms.
Moreover, we should also address what is
called the superstar effect. The idea can be
summarized in this way: in an economy with
growing information technology and with
the implied benefits of scale of shared
consumption, a few superstars in each
industry can achieve global gains while
average    performers    cannot. Koenig
(2021) explores this idea: his study
examines the entertainment industry due to
the undergone profound technological
changes in the 20th century. Live
performances quickly went from being
watched by a few hundred to be watched
by hundreds to millions. This also means
that people can get the best talent in the
world at any time, not just the best talent in
their area, so people will increasingly
choose to watch TV instead of going to the
theater.
Finally, another trending topic that affects
the distribution of income is international
trade and globalization. However, it is
impossible to accurately describe all the
work made  in this topic in  a  few
sentences.    Thus, I will only leave out some
references for the interested readers. 
 
 

16 See for example Furman J., Orszag P. ”A Firm-Level Perspective on the Role of Rents in the Rise in Inequality” (2015).
17 Felix Koenig (2021): Technical Change and Superstar Effects: Evidence from the Rollout of Television
18 It would probably take another article to do it.
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The European startup ecosystem has been
heating up for the last years, resulting in
more than 14 unicorns added in 2019 and
13 more in 2020, with prospects of
continued growth on the horizon.
Nowadays, its unicorn portfolio comprises
115 Venture Capital backed companies
which have reached a $1B+ valuation, with
Europe’s tech companies scaling greater
than ever. For example, both Adyen and
Spotify have reached $50B+ record
valuations in public listings, while they
continue to scale their operations amidst
the pandemic crisis. 
Nonetheless, whilst more than a third of the
world’s startups were originated in Europe,
it accounts for a disproportionately smaller
count of unicorns in global terms. The main
problem for Europe has been turning
startups into late-stage success ventures.
According to a McKinsey study from 2019,
European startups are 30% less likely to
progress from seed to a successful
funding,as compared to startups raising  

 

 

funds at the same time in the United States.
Additionally, European ventures are also
more likely to stall after a fundraising round,
with the likelihood to achieve an exit in the
form of IPO or acquisition being 10% lower
than in the US.
The continuous growth of this cohort had a
tremendous impact on the total value of
Europe’s ecosystem – the total estimated
enterprise value of tech companies founded
after 2000 in the public and private markets
has risen to almost $1 trillion ($961B), up to
a 5x multiple from the $191B valuation in
2016. Regardless, the vast majority of this
value remains in the private markets today
($573B), which have seen the creation of
more than $400B in enterprise value since
2016. We should also bear in mind that
there is now a considerable portfolio of
European startup giants prepared to enter
the IPO landscape and it is crucial to
establish the conditions to retain those
companies headquartered in European soil. 
The “Old Continent” has a healthy pipeline
of companies preparing to go public, with
many of the region's privately held $1B+
tech companies signaling their intent to IPO
in 2021. The pipeline today more than  

INTRODUCTION: EUROPEAN
STARTUP ECOSYSTEM
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There are various reasons that lead these
companies to move to a different location.
Looking at the Top 30 Global Startup
Ecosystems, we observe that most of them
are in either North America, Asia-Pacific, or
Europe. However, besides the UK, all other
ecosystems in the Top 10 are not European.
This leads to the conclusion that the other
locations must have some characteristics
that make them more desirable.
The American startup ecosystem is the
world leader. Known by its diversity, it
stands out when compared to Europe[1]
with its company culture, growth mindset,
and great focus on creating the best team -
having a good team is a factor that investors
seek when deciding to invest- as well as
having easy access to talent due to the hubs
having close relationships with top
universities-, access to existing and new
markets -since Americans are, in general,
early adopters of new products and
services-, and having easier access to
funding. Paired with flexible government
regulation, the American ecosystem leaves
all the others behind, even with the difficulty
to adapt to different cultures, languages
and local markets that European and even
Asiatic ecosystems do not have.
After the USA, the Asian startup ecosystem,
heavily dominated by China, is the next
main ecosystem that competes with
Europe. These ecosystems have been 

growing steadily over the years and show
great promise for even more growth. With
its vast geographical territories, high
population numbers - characterized by a
fast-growing middle class-, and big
government support, this ecosystem is very 
well equipped to participate in the digital 

GLOBAL OUTLOOK 

exceeds $150B based on the combined
enterprise value. The big question is not of
whether these companies will list, but
rather when and where. Will they go public
in Europe, or head to the US or Asia?
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An important point to signal to investors is
that even though European ventures are
less successful at progressing through the
startup growth funnel than US based ones,
they are not more likely to fail. On the
contrary, the difficulty to raise larger rounds
sacrifices their growth potential which
reduces Venture Capitalists appetite,
pushing European ventures to a vicious
cycle of smaller funding rounds which
increases the difficulty of progressing
through the later rounds (Series C, D, and
so on).

There are particular sources affecting
European ventures performance. In the first 

place, Europe’s market is much more
fragmented than the US. Although barriers
are low and the markets are opened, it is a
collection of different governments with
different consumer behaviors and different
taxation frameworks. Nascent companies in
the US have access to an homogenous
market hence making it easier to expand
and scale their operations, hence making it
easier to expand and scale their operations,
while in Europe in order to have access to
the same market size it would be needed to
penetrate in several different countries. 
This leads to European startups having to
concentrate on internationalization earlier
in their journey than US based ones, which
according to the EU Startup Monitor report,
is considered the biggest challenge faced by
nascent ventures. In addition to this, the
regulatory landscape is much stricter in
Europe in comparison to the US. 
Secondly, European investors’ have
demonstrated a greater risk aversion than
their fellow Americans. This can become a
constraint for late-stage capital seekers,
making it harder to compete with the better
funded US competitors (this becomes even
more noticeable in Series D and further
stages). This will also impact Europe’s
capacity to attract the best talent pool, since
salaries are 50% lower than in New York or
San Francisco. The fact that many European
countries have unfavorable equity and
stock-option rules also makes ventures less
appealing to potential employees.
Finally, the level of concentration of
innovation hubs in Europe is still lagging
when compared to Silicon Valley or New
York. These “superhubs” concentrate
entrepreneurs, talent, and investors,
resulting in a prosper environment for 

KEY CHALLENGES HOLDING
EUROPE’S START-UP
VENTURES.

economy. The high risk aversion of its
investors has not impeded the ecosystem
from growing. Europe seems not to be far
from these other ecosystems, even having
some advantages in some important
success factors but is still behind them. 
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The main requirement for Europe’s success
in the startup ventures landscape is to
conduct and create the economic
environment for leading companies to find
paths to liquidity, which obviously means
having more companies listing on Europe’s
public markets. This also includes pushing
relevant legislation to allow for different
equity deals to retain and increase the
talent pool. To achieve its potential as an
engine of economic growth, European tech
needs supportive regulation and
government action, which can be difficult in
such a bureaucratic European Union.
Sorting out the point above will be crucial
not only for the future of startups, but also 
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for the strategic position that Europe wants
to maintain.
Finally, another huge opportunity arises if
Europe’s ventures become a central part of 
the fight against one of the world’s biggest
problems: climate change and all the
problems derived. In fact, funding for
Europe’s climate-focused ventures has
ascended to over $11B cumulatively in the
last five years, which can be a harbinger for
what the future holds.

CONCLUSION AND
RECOMMENDATIONS

venture creation. In contrast, only around
30 percent of European start-ups have
located their headquarters in a tech
superhub versus almost half of US start-
ups.
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Every day we are overwhelmed with news
about cryptocurrencies, the best known
being bitcoin But what is this bitcoin? How
did it appear? Is it going to substitute real
money? These are some questions that we
will try to answer in this article.
Bitcoin is a cryptocurrency which can be
bought, sold, and exchanged directly,
without an intermediary like a bank. Bitcoin
can be used to buy services and products
and, despite still not being accepted by
many companies, that situation is starting to
change. For instance, on October 21st of
2020, the online payment service PayPal
announced it would allow customers to buy
and sell Bitcoin. Each bitcoin is a computer
file stored in a digital wallet on a computer
or smartphone. Every single transaction is
recorded in a public list, called the
blockchain. 

System was posted to a cryptography
mailing list, which detailed methods of using
a peer-to-peer network to generate what
was described as “an electronic payment
system based on cryptographic proof
instead of trust”.
Satashi Nakamoto is presumed to be a
pseudonym for the person or people who
designed the original Bitcoin in 2008 and
launched the network in 2009. Satashi
Nakamoto created it as a medium for daily
transactions and a way to contour the
traditional banking infrastructure after the
2008 financial collapse.
On January 3rd of 2009, the bitcoin network
came into existence, with Satoshi Nakamoto
mining the genesis block of bitcoin, and the
first open-source bitcoin was released on
9th January.

1 https://money.usnews.com/investing/articles/the-history-of-bitcoin

"An electronic
payment system based

on cryptographic
proof instead of trust"

On August 18th of 2008, the domain name
bitcoin.org was registered and, later that
year, on October 31st, a link to a paper
authored by Satoshi Nakamoto titled
Bitcoin: A Peer-to-Peer Electronic Cash 
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“In the early days, the first transactions with
Bitcoin were “negotiated” on internet
forums, with people bartering for goods and
services in exchange for Bitcoin” says
Garrette Furo, partner at Wilshire Phoenix, a
New York-based investment management
firm1. Once Bitcoin became available on
exchanges in 2010, it became easier to buy,
sell, trade and store. From a low of cents in
2010 to the all-time high of late 2017, when
each bitcoin was almost worth 20.000
dollars, Bitcoin has come a long way, and it
is believed that it will continue to dominate
the cryptocurrency markets.
Blockchain is made up of blocks that
contain information about each and every
transaction, such as the buyer and seller,
date and time, value, and an identifying
code for each exchange. Entries are

compiled together in chronological order,
creating a digital chain of blocks. Each
transaction is a block that is chained to the
code, which generates a permanent record
of each one.  
 

2 https://www.forbes.com/advisor/investing/what-is-bitcoin/

It is also worth mentioning that the
blockchain is decentralized, which means it
is not controlled by any organization -
“Nobody owns it, but anyone who has a link
can contribute to it. And as different people
update it, your copy also gets updated.”
says Buchi Okoro, CEO of cryptocurrency
exchange Quidax. 2
Bitcoin mining is the process of adding new
transactions to the blockchain. Miners
enable new Bitcoins to be created and are
the ones who verify every transaction block,
in order for them to be added to the
blockchain. People who mine Bitcoin using a
process called proof of work, which consists
of using computers to solve mathematical
puzzles that verify transactions. Miners are
rewarded for their effort by receiving
Bitcoins. At the beginning of this
cryptocurrency, it was possible for the
average person to mine, but that’s no
longer possible. The Bitcoin code is written
with the purpose of making its puzzles
more difficult to solve over time, requiring
more computing resources. Today, in order
to be successful, Bitcoin requires high-
speed computers and access to massive
amounts of cheap electricity.

"Blockchain is made up of
blocks that contain

information about each and
every transaction"
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But is this Bitcoin safe? Every transaction is
recorded publicly, so it’s very difficult to
copy Bitcoins, make fake ones or spend
ones you don’t own. It is possible to lose
your Bitcoin wallet or delete your Bitcoins
and lose them forever. There have also
been thefts from websites that let you store
your Bitcoins remotely. Most people who
own and use Bitcoin have not acquired their
tokens through mining operations. Rather,
they buy and sell bitcoin and other digital
currencies on popular online markets.
Bitcoin exchanges are entirely digital and, as
with any virtual system, are at risk from
hackers, malware, and operational glitches.
If a thief gains access to a Bitcoin owner’s
computer hard drive and steals their private
encryption key, they could transfer the
stolen bitcoin to another account. Hackers
can also target Bitcoin exchanges, gaining
access to thousands of accounts and digital
wallets where bitcoins are stored. One
especially notorious hacking incident took
place in 2014, when Mt. Gox, a bitcoin
exchange in Japan, was forced to close
down after millions of dollars worth of
bitcoins were stolen. It is also important to
mention that the Bitcoin market is
unregulated which means that there are no
laws on the subject.
The first bitcoins were issued at a value of
$0.00 per coin in January 2009 and they

started to be traded in July 2010 at a value
of $0.0008. The performance of this
cryptocurrency was relatively irrelevant until
2013 – the year in which it reached the high
of $1.164 per coin. In 2016, bitcoin´s price
began to increase: it started the year with a
price of $433 and finished it at $959. In
2017, due to the additional attention
brought by the media and the broader
adoption of Bitcoin, its value rose from
$1.035,24 in January to $18.940.57 in
December. In 2018, Bitcoin fell victim to its
volatility and its price dropped to $3.190,
the lowest value in the previous three years.
2020 was a decisive year for this currency
since it showed its ability to stand up to the
financial crises caused by the Covid-19
pandemic: even though between the start
of the year and March this cryptocurrency
registered a 30% decline (its value dropped
from $6.950,56 to $4.841.67), the digital
asset ended the year with a value of
$29.402,64 per coin, which revealed a 507%
rise from the March drop. On March 14th of
2021, Bitcoin achieved its highest value so
far: one coin was worth $60.743,04.
Since its supply is limited to 21 million coins,
Bitcoin’s price is expected to keep rising
through time, as big investors are starting to
use it as a tool to hedge against inflation
and market volatility. 

However, it's important to bear in mind that
Bitcoin´s price has revealed itself to be 

46



extremely volatile: its value can drop at any
moment and investors can lose lots of
money - and that's why many financial
experts don't recommend the purchase of
this cryptocurrency to their clients unless
they express the desire to acquire it. And, in
those cases, Bitcoins are often suggested as
a side investment, due to its highly
speculative nature.
  

Even though there isn't an exact value of
how much energy Bitcoin consumes, mining
is considered to be a very energy-intensive
process. According to the University of
Cambridge Centre for Alternative Finance,
Bitcoin´s total energy consumption lies
between 40 and 445 annualized terawatt-
hours, with a central estimate of 111.7
terawatt-hours. To understand the
magnitude of this subject, it is important to
highlight that the Netherlands´s yearly
electricity consumption is around 111
TWh(around 25188350000€ according to
the electricity prices in the Netherlands in
the second semester of 2019).
According to Alex de Vries, an expert on
Bitcoin, the main weakness of this currency
is its large energy consumption, which adds
to the fact that the majority of the electricity
used by miners comes from polluting
sources (2/3 from fossil fuels).
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It is also worth emphasizing that bitcoin
mining in China is expected to emit 130
million metric tonnes of carbon by 2024,
which will represent around 5.4% of the
carbon emissions in the country from
generating energy and will require 297
terawatt-hours of energy.
Will Bitcoin become one of the principal
currencies? No one knows what will become
of bitcoin. It is mostly unregulated, but
some countries like Japan, China, and
Australia have begun weighing regulations.
Governments are concerned about taxation
and their lack of control over the currency.
It is also worth considering that in order to
adopt Bitcoin as the main currency, we
would need to double the current energy
production, which is highly unlikely.
Bearing in mind all we have discussed
above, we reach the conclusion that Bitcoin
won´t probably become one of the main
currencies, perhaps it will just continue to
be an asset that can be traded. 
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1.We know that Dr. João Alves has more
than 30 years of experience in EY, working
with multinational clients in Europe and
Africa, providing accounting and advisory
services, as well as global client relationship
management. What makes EY special and
why have you decided to build a career in
this company?
I joined EY straight from the university
where I have now spent over 30 years. I
have never worked for any other company. I
believe that what makes one consider an
alternative career or employer is
fundamentally growth opportunities.
Everyone likes to feel that they are
constantly growing and developing
professionally, and this comes about
through being offered, and overcoming,
challenges. And this is exactly what has kept
me at EY all this time. Although I am still
with the same firm, I have worked in several
countries and had numerous challenges,
responsibilities, and roles, so in effect, I am
fortunate enough to have had experienced
change without having to leave EY. Even as
we speak and after all this time with EY, I am
about to encounter yet another new
challenge, in a leadership role within our
largest Region within EY - our Europe West
Region.

2.What advice can you give to our students
that will enter the job market very soon and
what kind of role might someone with a
degree in Economics have in a company like
EY?
At the start of one’s career, I believe that the
most important thing is to look for an

João Alves is the Country Managing Partner of
EY Portugal and a member of the Executive
Committee of the Mediterranean Region of EY,
since 2010, representing the Portuguese
Cluster, which comprises Portugal, Angola, and
Mozambique.
He started his career at EY Johannesburg in
1986 and moved to EY Portugal in 1990, where
he was Professional Practice Director of EY
Portugal and then Country Assurance Leader.
For six years, João was the Region Markets
Leader on the EY Mediterranean Region
Executive Committee, where he currently holds
the Talent portfolio. Additionally, he is an official
auditor in four countries - South Africa, the
United Kingdom, Portugal, and Angola.
Also, he holds an Honours Degree in Auditing
and Accounting from the University of South
Africa and a Bachelor of Commerce from the
University of Witwatersrand, 

João defines himself as “Calm but persistent. I
do not tolerate laziness or lack of
professionalism. Foodie. I practice fitness and
am a fan of football, combat sports, and classic
cars. The family is the center of my universe.”
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our many clients. Our management style
has also adapted, as being physically apart
from each other (colleagues and clients)
does not mean that we have to be distant. I
think some of the current work methods
and routines are here to stay as we have
found many more efficient ways of doing
our business.

4.The COVID-19 Enterprise Resilience
Framework identifies nine areas to build a
structured and comprehensive approach to
crisis management and business resilience.
Should a company prioritize any area? Why
and which? Or why not?
Each business is unique – markets,
products/services, geography(ies), customer
base, etc... As such, no single solution will fit
all businesses, and businesses will benefit
from all the areas mentioned. Therefore, it
is up to each manager to decide what works
best for his/her business and to adopt the
specific measures which will most benefit
the business and its various stakeholders. I
think the PRR is a unique opportunity for
leaders to future-proof their businesses
because this will not be the last crisis in
history…..

5.The Recovery and Resilience Plan (“Plano
de Recuperação e Resiliência” – PRR, in
Portuguese) is a broad strategic document,
in which fundamental structural reforms are
shaped to ensure the exit from the
pandemic crisis and guarantee a resilient
future for Portugal. The “Agência para o
Desenvolvimento e Coesão (AD&C)”
selected EY to help in it. What will be exactly
the role of EY in this process?
EY’s Role has been to work closely with the
ADC team and support to harmonize the

industry which resonates with who we are,
in a company that will maximize one’s
learning potential. Learning and progressing
has its pains (just like in sports) and is not
always fun, but we must remember to keep
focused on the ultimate objective. Any
person joining EY will acquire a core
competency in the formative first few years,
with the on-the-job help of more senior
team members, but is then free to move
and explore within the firm – to other
specialties, service lines, and even
countries. We are fully driven by
meritocracy and so there is no limit to
where someone who is driven, willing to
learn, and to take on challenges. I
particularly like one particular phrase of our
values statement: “We are people with
energy, enthusiasm, and the courage to
lead…”.

3.Due to the COVID-19 pandemic, we have
been living hard times and this is a moment
of truth for CEOs. With the pandemic, long-
standing trends arrived together in force,
shifting transformation from important to
urgent. As a business leader, how are you
driving transformation projects to adapt
and overcome this crisis?
The COVID-19 pandemic caught the whole
world by surprise. At EY, our first concern
was for our people, and we were one of the
first companies in Portugal to ask our
people to work from home (before the
government’s enactment). Our huge global
investment in IT came into full play as we
were able to continue to work seamlessly
with each other and with our clients.
Working from home did not in any way
obstruct our work schedule and we were
able to continue to deliver our services to
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progress monitoring, concluding, and
reporting to the client. However, when we
have to analyze or produce on our own, this
will be more efficiently done remotely. 

7.Recently, another Big Four has accepted
the first digital currency payment for
advisory services. Do you believe that this
type of currency is a true store of value that
can be widely used in transactions or
merely a day trader’s plaything? Is it
possible that EY follows the same path or is
it too soon to even think about it? 
Digital currency has made a big appearance
during the pandemic, with huge fluctuations
in valuation. Personally, I will not engage in
digital currency transactions nor
recommend to clients, until it is sufficiently
regulated and has a overseeing authority.

chapters related to milestones, targets, and
costs for the investments and reforms
included in the components integrating the
Portuguese RRP (PRR in Portugal). This
includes providing a systematic approach
and structuring the proposed metrics and
milestones, identify opportunities for
improvement and support the final
systemization of this chapter in the final
document. As for costs, the support has
been around the structuring and
systemizing of its calculus, formulas, and
variables, and the pieces of evidence that
support their sources and referenced
values, like average prices or historical
costs, so they can be evaluated for their
reasonability and plausibility. In a second
phase, EY will support the design of a
conceptual operational model for
monitoring the RRP progress and its report
instruments that can then be used to
specify the functional characteristics of a
future Information System.

6.How relevant is the workplace today? Did
it lose some importance with the Pandemic?
Is telework a great complement to coming
to the office but not a real substitute?
The workplace is fundamental for any team.
It is a space where we learn from each
other, build team spirit, and focus on the
ultimate goal, which is to serve the client as
best as we can. The pandemic has forced us
to work from home. As I said earlier, I
believe that we will not go back to a default
work from the office mode, but rather
progress towards a more hybrid
home/client/office model. There will
continue to be many reasons to work from
the office – team working on pitches,
proposals, presentations, planning, 
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