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New kid on the block 

Picture: 
NASA 



US debt will soon eclipse 
GDP, says Controller General 

New American, 4/10/2016 



What the papers say 



And not just the papers 



We have had our own Black Hole headlines 

auditors find huge black hole in the Brussels budget 

Graphic: Daily 
Telegraph 



But there is a bigger Black Hole waiting if we 
take the Brexit… 



Then, at Heathrow, on my way here… 

…A scary headline. 



Did you spot the second black hole? 



Is it more than a metaphor? 

•  the similarity between financial collapse and gravitational collapse is 
not merely a metaphor. In fact, it is possible to construct a 
mathematical theory that applies equally to gravitational collapse 
and to financial collapse. The key ingredient is the existence of 
negative energy: in both Newton's and Einstein's theory of gravity, 
the energy in matter is positive, but the energy in gravity is negative. 
In the universe as a whole, the positive energy of mass and kinetic 
energy is exactly counterbalanced by the negative energy of the 
gravitational field, so that the net energy of the universe is effectively 
zero. 

• Seth Lloyd, Professor of Quantum Mechanical Engineering, MIT 

 



Back on earth: stock and flow 

• Sums you have promised to 
pay exceed your expected 
revenue 

• Net DCF of current spending 
and revenue projections is 
negative  

• Sums you have promised to 
pay and liabilities you have 
incurred exceed your ability 
to raise revenue and borrow 

• Promises, liabilities and 
foreseeable events exceed 
your ability to raise revenue 
and borrow 
 



Our black hole 

• Three ingredients: 
• Commitments 
• Liabilities 
• A revenue constraint 



Let’s keep 
this in 
perspective
... 
     



Getting the measures right 

• Accumulated commitments = 1.56% GNI 
• Outstanding liabilities without a commitment = 0.87% GNI 
• Annual creation of new commitments = =/- 1.2% GNI 
• Annual creation of new liabilities (pensions, decommissioning) = ? 

 
• Absolute spending constraint = 1.23% GNI 



But how soon will commitments mature? 
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Revenue shocks 



Demographics 

Nigeria Italy 



Natural disasters 



Climate change 



Happy ending? 
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