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Big Picture

We broke the bank

The unsustainable could not be sustained
A Sept 2007

USD $ 45 trillion of Assets, $5 trillion Equity
@

A Mid 2010

USD $ 35 trillion of Assets, $ 3.5 trillion Equity
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USD. $ 10 trillion credit collapse
The reaction

A Denial of credit
A Strict credit rationing
A Asset price deflation
I A Equity erosion
A Risk absorption capacity contraction
A Risk recalibration
A Risk free rates fall, risk premiums expand
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Unprecedented response

A Central banks inject liquidity without limit
A Central governments guarantee deposits
A Nation states recapitalise banks

A Deficit spending without apparent limit

A Industries dependent on debt financed
consumer spending housing and motor
vehicles- collapse
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So where are we?
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A Muddle through: 50/50 Chance
A Liquidity trap: 35% likely
I A Inflation but not like before: 15% case
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Muddle Through
LYGSNBSYUIAZ2Yya ag2N] €

A Demand stabilises in USA, China, India

A Resource rich exporters stabilise

A Europe, Japan lag

A Households remain 90% employed and save

A Corporates deleverage

A Governments dissave

A Financial institutions recapitalise

[ HLong slow climb out
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Liguidity Trap i
A Rising unemployment

I shocks households, intimidates banks
A Households

| save excess cash / pay down debt
A Businesses

| defer capital investment
A Government

I runs deficits- funds savings and debt reductions
A Interest rates fall to near zera all bets off
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Inflation but not like befor

A Excess liquidity drives up prices but not
consumer prices

A Impact of USD on world prices

AdGLY 3INRdzyRE¢ NI g YI GSH
claims to them appreciate

A Long dated government bonds appreciate

A Human capital of certain types appreciates

A Costs in Government sector rise
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How to manage uncertainty

Different strategies appropriate at each level

A At the national levelc Stabilise

A At the regional level Take the initiative

A At the firm level- Manage costs, cash, credit
A At the household level Go for cash
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I At the national level

A What broke and how broken is it?

I Diagnosis matters
A Too much credit for too many for too long
A Third world savings financed first world consumption
A First world consumption financed third world investment

I Volatility v. discontinuity
I Lags and shags

A Modern Portfolio Theory was after all only a theory
I It was a theory about risk NOT a theory about everything

A Middle class melt down and risks to social stability
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l The rebirth of Political Economy ~ Emeleyiest

A The origin and nature of wealth

A Why Adam Smith and pins never explained
everything

A Why David Ricardo and free trade matters more
than ever

A Making choices with an open capital account

I ilye g2 2F /tLZ h/wX - QNI
A We can not depreciate our way to prosperity
A Political bias toward inflation over default

A Prosperity is a function of human capital
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Peaceful prosperity requires

I Productivity growth
Athe ability to achieve more with less

I Soclal cohesion
AThe ability to stick together

I Sustainability
AThe ability to keep on going

Department CHRISTCHURCH MINISTRY OF SOCIAL DEVELOPMENT
Te Manatii Whakahiato Ora

Of Labour CCCCCCCCCCC * NEW ZEALAND




Employmeént

Which way guys?

am el
CANTERBURY l‘555

EMPLOYERS’ b el

Tisen

CHAMBER OF

COMMERCE Department CHRISTCHURCH MINISTRY OF SOCIAL DEVELOPMENT

of Labour CITY COUNCIL - NEW ZEALAND Te Manatit Whakahiato Ora



I Employment

Implications for Canterbury Region

A Asia matters more now than ever
A Impact on NZ is the primary driver

A Regional effects
I I Aggregation to cut costs poses a risk
I Leverage the defensible and shout about it
I Capture externalities through co operation
i Drive productivity through co operation
I Keeping people productively employed matters
| Labour intensive capital formation opportunities
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Labour intensive capital formation

A Human capital development
I Teaching and learning
I Training
I Research
I Social skill development

A Requires public funding but high immediate
multipliers and large long term returns

A The technology of Canterbury is about
getting things done
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Labour intensive capital formation

A Deferred maintenance
I Bring it forward, get it done

A Eco tourism infrastructure
I I Diversity, simplicity, connectivity

A Transport network infrastructure
A Exploiting does not have to mean depleting
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Building for the future

A We have land and a vast hinterland

A We have water but need to use it wisely
A We have wind but need to tame it

A We are educated and speak English

A We are healthy but needy

A We are safe but insecure

A We are content and complacent
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Criteria for selecting Regional Priorities

A Build on what we are already good at
I lower risk, faster pay back, proven markets

A Produce what people are willing and able to buy

A Seek projects with high positive externalities
I High proportion of local labour content
I Opportunity for skill development
i / NBIFH0Sa t2y3 tAOBSR aasSida 2N ald
I Assets with multiple alternative uses
I Platforms that attract purchasing power to region
I Projects that are scaleable yet sustainable
I Assets that compound rather than decay over time

A STOP doing things that have a cost greater than their value
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Some bold initiatives

At dzoft AO O2YLISUAUGAZY (2 a4/
projects each with an economic impact of $100
million or more over 5 years and $1 billion or more
over 20 years.

I A Risks must be shared or underwritten by willing

partners

I Publish criteria asap

I Selection committee picks 15 by Show Day 2009
I Publicly fund feasiblility studies of top five

5 2 v Q {ic Ingtiatel (i




I Employment

Logistic Land, sea and air

A Promote Christchurch as the Mainland Port for land,
sea and air servicing over 1.1 million people
I Execute the Airport redevelopment and expansion plan

i Accelerate a feasibility study for once in a century $200
million redevelopment of Lyttelton Harbour and Port

I Develop a Mainland road, rail and coastal shipping
strategy with goal of least cost route to market under
multiple scenarios over next 30 years
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A Develop and execute a strategy to advance the
health and education of 1,000 decile one families
within 3 years

A Develop and execute a strategy to attract 1,000
families with school age kids to Canterbury within 3
years

A Ensure no one in the region under 21 years of age
not in training Is without work opportunities
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We need to bring purchasing power into our
community

A Aggressively package and promote Mainland
holidays to Melbourne, Sydney and Auckland
residents to keep rooms full and visitors
spending
I Target 95% occupancy 90% or more of the time
I What would it take?
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Make the Canterbury Plains the Job Factory of
Australasiac where clever stuff gets done

A Promote Canterbury as THE best place in
Australasia to learn skills, get an education and set
up a business, and deliver on the promise!
i2S R2y QU LIAO]l SAYYSNRZI GAY

I I Within three years attract 4 new entrants employing 100

or more full time staff

I Within five years register 1,000 new enterprises
employing 4 or more full time staff
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Canterbury Is more than a place,
AUQa Iy ARSI | 02dzi LIS:
A International students in higher education,

A Skilled migrant families and

A long stay tourists

I All meet criteria
A High proportion of local labour content to service
A Opportunity for skill development for locals
Al NBlFdSa f2y3 ftAOBSR aasSda 2N ¢
A Assets with multiple alternative uses
A Platforms that attract purchasing power to region
A Projects that are scaleable yet sustainable
A Assets that compound rather than decay over time
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