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Business Investment in EU & Denmark since 2007/08
Technology, monopolies, basic research, bank and credit
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QE, 80/20 rule & Game Theory

The Economic Bermuda Triangle

Ocean

Record stock market
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Record unemployment |

We have all become ‘entitlement receivers’ - resisting change

SAXO

BANK




AN NI N U NN N Y N N

AN NI NI N N N

The classic why and how

Collapse in housing bubble
Techonology
Less to invest when growth sluggish

Debt mountain — velocity of money — net lending demand

NPL

Regulation (countercyclical)
Uncertainty

Confidence

Tax mis-incentives
CAPEX vs. OPEX

Labour & product reforms

Internal devaluations

Tax incentives

Alternative credit facilitators

Reform fiscal rule (excl net investments)
EU 2020 3% target — R&D
Anti-Monopoly
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How bad is it?

It’s pretty serious. The Eurozone economy is now about six per cent larger than it was
ten years ago, but the real value of investments is still six per cent below its 2006
levels. When compared to the pre-crisis peak in the first quarter of 2008 the drop is

even larger, about twelve per cent.

Contribution to GD the last 10 years

Portugal Italy
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Banking & Lending vs. Real economy

Share of bank lending to non-financial companies
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North vs. South

Investments




Old vs new industries
Can you feel the change....

e Maersk CAPEX last 12 month 4.8 bin. USD vs. Market value of 38 bin.
USD (8%)

e MarketAxess CAPEX last 12 month 8 mio. USD vs. Market value 7 bin.
USD (0.1%)

r
GE 128 years old > 300.000 employees -
acez ook =:

Facebook 13 years old < 12.000 employees
- Zuckerberg

Facebook Just Surpassed General Electric in

Market Value

SAXO

BANK




Old vs new industries
10 years ago....
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REDSTONE | wHo 10

INSIDE THE FAMILY FEUD

| COLLEGE

S60 OIL?
BELIEVE IT

RETIREMIENT GUIDE
REMARRY OR SHACK UP?
DYING WITHOUT A WILL

COSTS

ONE BILLION
CUSTOMERS—
CAN ANYONE
CATCH THE
CELL PHONE KING?

PLUS
11 GADGETS WE LOVE




Endogenous Growth
Banking system vs. R&D

VOX  ceprs policy Portal
Research-based policy analysis and commentary from leading economists
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Endogenous growth and lack of recovery from the
Global Crisis

Maarten de Ridder, Coen Teulings 13 July 2017

Around the world, | Crisis trend. This column uses the crisis as a

guasi-natur sis, which suggests that output has not

ical progress. Firms that preferred a bank that was

e fall in R&D investment and a persistent fall in output in

uctivity, as predicted by
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Market Concentration

Declining Competition and Investment in the U.S

Gallardo

) - Leonard M. Stern School of Business

/LI - Department of Finance; Mational Bureau of Economic
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Endogenous growth

Maartin de Ridder & Coen Tuelings, July 2017:

Hypothesis: Suggest that output has not recovered because the crisis affected the rate of technological progress
or banks connection dictating potential new R&D

Figure 1. Developments in output compared to trend
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Source: QECD
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Endogenous growth

Figure 3. Effect of one standard deviation drop in bank’s 2007 asset quality on R&D and intangible
investments
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Note: Effect of bank's asset quality on firm's intensity of R&D investments; 90% confidence bounds in green.
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Market Concentration

Concentrating too hard
United States, companies

Industries’ entry and exit rates, %

0.16
Entry rate
0.14

0.12

0.10
Exit rate
0.08

0.06
= e | e [ e Y

1980 85 90 95 2000 05 10 14

Market concentration
1=monopoly
Herfindahlindex*
adjusted for common
nvestor ownership

0.6

= (.5

Herfindahlindex*

0.4
0.3
0.2

T i, e

d L 1 L I
1985 90 95 2000 05 10

0.1
L

15

Sources: “Declining Competition and Investment in the US", *The index is the sum of the squared market shares of companies
in each industry. The line is the average for allindustries

by G. Gutiérrez and T, Philippon, 2017; Census Bureau

6 Conclusion

number of dom
the most. Wi
more in the 2000s, after controlling for firm funda

concentration; and find support for two hypotheses

ompetition saw a decline in the

n these industries increased inv
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Europe 2020 — R&D and Innovation

3
28 ---2020 target
2.6 3
24
99 % of GDP to be
invested in
2 ) research and

development
18 by 2020

16

14

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2020

Note: Data for 2002 are estimates, 2015 data are provisional.




Europe 2020 — R&D and Innovation
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Business RED intensity

Mote: Provisional data for business enterprise and private non-profit sector; 81, BG, BE, AT, UK, FR, DK, IT, CZ, LU, MT, PT, EE, EL, and CY: Data are estimates andfor
provisional, DE, ML, LV and NO: Data for business enterprise, government and higher education sector are provisional andior estimates; DE, ML, HR and US: Definition differs
for private non-profit sector; IE, TU, ME, RS, KR, JO, CN: 2014 data for business enterprise sector; IE: Data for higher education sector are estimates; HU and US: Definition
differs for business enterprise sectors.; HU, DE, ML, HR, 5K, CH and ME: Definition differs for government sector; LT: Data for business enterprise sector are provisional,

CH, TU, ME, RS, KR, JO and CN: 2014 data for higher education sector; CH: 2012 data for private non-profit sector; ME, RS, KR, JO: 2014 data for private non-profit sector;

TU, ME, RS, KR, JO and CN: 2014 data for government sector; HU, ME and US: Definition differs for higher education sector; US: 2013 data for all sectars.




Global Credit Impulse
Saxo Bank Sep-2017 update

Global Credit Impulse
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