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What does the CoViD19 crisis mean for the future?

The dynamics of the CoViD19 pandemic — with its enormous speed and numerous very tough decisions un-
der extreme time pressure — currently determines the picture in politics, economy, society and financial
markets. Many discussions and the question of how to deal with the pandemic currently revolve around
the collapse of the global economy and the extent of the recession that is now beginning, the appropriate-
ness and effectiveness of the aid packages and rescue packages adopted at short notice, the sense and du-
ration of the current "lock-down-regimes" and — last but not least — questions of the right risk management

in the financial markets.

Without ignoring them, we at the FERI Cognitive Finance Institute already consider many of these discus-
sions to be "old news". Of course, the global recession that is now beginning will lead to massive slumps
and (possibly) longterm damage to the global economy. And it goes without saying that the hectic crisis
management of many governments and central banks will leave the global financial system in an even more

fragile state than before — with possibly entirely new risks.

Nevertheless, we believe that the interesting questions lie in different areas. And they lie on a different

timeline. This means that ...

... the current very challenging, extremely dynamic but at the same time very exciting time of the
crisis should be used to calmly analyze the current environment and then to think specifically

about the future.
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Within the framework of an imaginary experiment, the time of the crisis should be left behind and "the

time after" should already be considered and structured in plausible scenarios. In other words:

Which industries, business models or companies will particularly prosper in the future as a result

of the crisis?

Which new technologies will play a major role in this or will finally prevail?
How will previous habits, social norms and behavior patterns change?

Will intangible things such as health and social harmony be reassessed?

Which countries or communities will have mastered the course of the crisis particularly effi-

ciently and successfully in the longterm?

What role will entrepreneurial concepts such as resilience or strategic risk analysis play in the

future?

In addition, there are other significant questions arising from the political or geopolitical environment:

How will the crisis change the geopolitical field?

Will China be able to further expand its global role? ("Corona Success Model")

Will CoViD19 be the downfall of Donald Trump? (Threat of Corona impeachment?)
Does the crisis strengthen or weaken the cohesion of EMU?

What risks does the sharp rise in public debt entail?

What are the consequences of the dramatically changed monetary policy?

Does the entry into "monetary public finance" (OMF) lead to higher inflation?

Is there a threat of massive tax increases or capital levies after the Corona crisis?
Does the CoViD19 crisis management generate "state economy" and more dirigism?

Are environmental and climate goals still considered against the background of the CoViD19 cri-

sis?
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On the basis of 15 theses, an attempt will be made to investigate these aspects and to transform them

into a future scenario with attractive investment themes. Within the framework of an "investment ma-

trix" these themes are analyzed with regard to their medium and longterm attractiveness. In addition,

the most important political issues are discussed in a brief overview.

Relevant topics and trends after the Corona crisis

Focal points and interdependencies/strong technology focus

Digitization:

= Teleworking/Home Offices

= E-Learning/E-Schooling

= Cloud Computing/Internet of Things
= Data Security

= Big Data & Al

Social behavior:

= Digital communication
= online shopping

"Smart Homes"/"Cocooning”
= "Smart Traveling/Virtual Reality"

Nutrition :

= Regionalization/Renaturalisation
= "Alternative food/health food"
= "Smart Farming"/"Vertical Farming"

Health:

= Medical technology/telemedicine (& Al)
= Diagnostics/Pharmacology (& Al)

= Bjotechnology/Gene Technology (& Al)
= Robots/drones (diagnostics/care)

Management:

= enterprise architecture management

"Deglobalization” (shorter supply chains)
= "Smart Production"/3-D Printing
= Resilience/reactivity/agility (objectives)

Mobility:

= Substitution of (domestic) flights
= Autonomous transport systems
= 5G networks/network operators

Quelle: FERI Cognitive Finance Institute
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1. Digital Technology

The CoViD19 pandemic has very quickly shown how great the benefits of modern technology can be in
combating it. Within a very short time, the Internet, laptops and modern communication technology (espe-
cially "video meetings") became the new backbone of an economy that had to be largely outsourced to

"home offices". Without these basic technologies, no country would currently have a "Plan B" for the crisis.

In China and South Korea, the use of state-of-the-art technology - from network monitoring and telemedi-
cine to drones — was a crucial aspect in fighting the epidemic efficiently. A large number of new technolo-
gies and application possibilities were directly and consistently transferred there into hard practical tests

and meaningful "use cases".

At the same time, the crisis shows mercilessly the (long known) technological deficits everywhere, espe-
cially in Germany (and Europe). In areas such as telemedicine, e-learning or big data analysis, there is cur-

rently a lack of the necessary infrastructure, available technology and adequate training.

CONCLUSION: The entire field of modern digital and telecommunication technologies has been in a strong
"megatrend" for years. This trend will continue, accelerate and significantly intensify as a result of the find-
ings of the crisis. Many "old" habits, including doctor's visits or business meetings with costly travel, are
likely to be generally and permanently replaced in the future by new virtual forms of cooperation and com-
munication.

—-> Beneficiaries: Companies in the 5G sector, video communication, telemedicine, data management, cloud

computing, software, big data and (time-delayed) artificial intelligence (Al).
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2. Health/Medical Technology

The CoViD19 crisis shows that in many countries the importance of functional and well-equipped health
care systems must have steadily decreased for years. (There is no other explanation for the massive deficits

in equipment, personnel, technology and reserve capacities).

The pandemic is likely to bring about a significant change in thinking. The entire healthcare sector — at
least in wealthy countries — should receive a significant boost in investment in the coming years. This is
likely to result in more personnel, a significant increase in capacity, more efficient diagnostic technology,

telemedicine equipment and special sectors for intensive care and disease control.

CONCLUSION: In general, government spending on the respective health care systems is likely to increase
significantly for years to come. This also applies to notoriously underfinanced or incomplete systems such
as the USA and the UK.

- Profiteers: Companies in the "health care" sector (pharmacology, biotechnology, medical technology);

possibly also hospital operators (only short-term effect?)

3. Diagnostics/Biotechnology

One of the lessons of the corona crisis is that, although targeted basic research was carried out in the entire
field of rapid diagnostics ("tests"), it was possible to deliver precise analyses of the CoViD19 pathogen rela-
tively quickly. Nevertheless, the "exploitation chain" up to the global provision of sufficient quantities of
diagnostic and test kits was obviously incomplete and time-consuming (aggravated by initial errors by the

US authority CDC).

CONCLUSION: As a consequence of CoViD19, it is to be expected that considerable resources will flow into

the development of more efficient systems and processes for diagnostics and biotechnology. [Presumably,
the goal "Pandemic Preparedness" will be treated with much higher priority by many countries in the com-
ing years than it has been so far!] New research approaches using artificial intelligence (Al) methods seem

promising.

- Beneficiaries: Companies in the field of biotechnology, genetic research, (often still in the private equity

stage); also: diagnostics, telemedicine, Al.
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4. Robotics/Drones

The course of the CoViD19 crisis makes one point very clear: in the event of a global pandemic, there will
be too few nurses (and corresponding equipment) available worldwide to treat (intensive care) patients in
a highly infectious environment. Since robots cannot infect themselves with (biological) viruses, it makes a

lot of sense to increase medical care capacities by means of appropriate robots.

CONCLUSION: Even if many care activities cannot yet be performed in human quality even by highly devel-
oped robots, the gain in safety in the event of a crisis outweighs this. In certain (less complex) areas of hos-
pital operation, robots would thus be a clear, sensible and goal-oriented option. The same applies in other
areas to the use of modern drones, which have proven their versatility and utility under the most difficult
conditions in China and Italy.

- Beneficiaries: companies with a focus on robotics & drone technology

5. E-Learning/E-Schooling

Even before the CoViD19 crisis, concepts for digital mediation of education showed positive demand. In
Germany, on the other hand, despite many announcements on the digital "upgrade" of the school system,
there are still major deficits. The Corona crisis and the need to relocate schools, universities and other edu-

cational institutions to the "digital space" have once again made these deficits very clear.

CONCLUSION: Since a lot of state money will flow while combating the crisis and the primacy of securing
the future is obvious, schools and teaching institutions cannot be "forgotten" again after the crisis. Conse-
quently, the CoViD19 crisis should lead to a strong increase and acceleration of smart e-learning and e-
schooling concepts.

- Beneficiaries: Companies in the hardware, software and digital communication sector
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6. Online Shopping

After only a short time, the Corona crisis forced stationary trading to close down and a massive "lockdown".
Since not every retailer has a parallel online sales channel, business and sales are irretrievably lost in the
crisis. In this phase, the strategic superiority of digital online retailers, who are available at all times and

(mostly) able to deliver, is (once again) evident.

CONCLUSION: The triumphal procession of digital shopping platforms continues; the CoViD19 crisis ena-
bles the already dominant online platforms to massively increase their reach and future market shares.

- Profiteers: Companies with a clear focus on online trade/platforms

7. Logistics/Supply Chains

At the latest at the beginning of CoViD19 in China it became clear that the following crisis could lead to
massive "breaks" in global supply chains and to obstacles and burdens for worldwide production networks.
However, this problem was already apparent in the previous year, as a direct consequence of the trade war
between the USA and China. Longstanding fashion themes such as "globalization", "outsourcing", "Kanban"
and "just-in-time production" quickly became problems that could potentially threaten the business or ex-
istence of the company. The lessons of the CoViD19 crisis in Europe and worldwide will certainly revive this
topic and lead to new solution models. Derivable trends go in the direction of "deglobalization", "insourc-
ing", "localizing" and generally "elastic" manufacturing processes. This requires, among other things, differ-
ent logistics and storage chains, but will probably also result in a "thinning out" of global production facili-

ties in far-flung locations. New technologies such as 3D printing will also enable cost-effective production

"on site" even in today's high-wage countries.

CONCLUSION: New logistics models, more warehousing and a greater reduction in globally outsourced pro-
duction processes could be direct consequences of the corona crisis.

—-> Beneficiaries: Companies in the field of logistics, process management, 3D printing.
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8. Data Security/Cloud Management

The CoViD19 crisis has a worrying side effect: The entire "Plan B" of all industrial societies is currently based
on a massive shift of "real" processes and structures into "cyberspace". This results in a new variant of criti-
cal dependency (this time on digital technology). Such dependencies create new potential risks of concen-
tration and accumulation, which must be addressed by all industrialized countries. (The next "worst case"

after CoViD19 would be a "computer virus" with high global spread).

CONCLUSION: The constant development and expansion of efficient technology for data security, system
architectures and backup facilities are already an important imperative today and should be further
strengthened and accelerated by the experiences of the corona crisis.

- Beneficiaries: Companies in the field of data security, cryptotechnology, cloud architecture

9. Enterprise Architecture Management

The adjustment shock of the CoViD19 crisis has hit companies with a weak digitization profile hard. The
forced "lockdown" — without a powerful data architecture and largely digital control of critical processes —
may have caused considerable problems in operational control. In times when physical capacities are
largely shut down, this "blind flight" can threaten the existence of companies. During the Corona crisis, the
following general rule applies even more than usual: The more digital a business model is, the easier it is to

react and adapt to unexpected developments.

CONCLUSION: Previously hesitant approaches to the digitization of business processes (especially in Ger-
many) should gain considerable speed and momentum after the crisis. The focus here is on concepts of dig-
ital "Enterprise Architecture Management".

—-> Beneficiaries: Companies in the field of business software, databases, corporate networking, e-factory
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10. Corporate Governance

The crisis will show which companies, business models and management principles are well prepared for
difficult times. Longterm trends towards streamlining business processes ("lean management"), minimizing
inventories ("just in time") or optimizing capital returns through share buybacks on credit ("share buy-
backs") are likely to have weakened the resilience of many companies. If serious problems of well-known
companies arise in the course of the crisis, this should lead to a significant reversal in behavior. Principles
such as resilience, responsiveness and agility will increasingly come into focus and also significantly in-

crease the need for strategic risk analysis.

CONCLUSION: As a consequence of the Corona crisis, previous management principles could change signifi-
cantly: "resilience", "responsiveness" and "agility" would be the new corporate goals.
- Profiteers: Companies with a head start and success in implementing these goals, providers of software

for early risk detection/risk modelling/risk control

11. Mobility

CoViD19 and the imperative of "social distancing" have dramatically restricted the mobility of entire socie-
ties. Flights are cancelled, trains are cancelled, and subways are suddenly under severe health risks. Public

transport becomes risky in times of a pandemic and is often only available to a limited extent.

CONCLUSION: Pandemic-related restrictions of "normal" mobility affect especially those who, for environ-
mental reasons, do not have their own car, cannot use "car sharing" and do not have other means of
transport. In the future, this could significantly increase the demand for alternative (ideally autonomic)
mobility concepts that offer an ideal mix of individual transport and driverless environment.

- Beneficiaries: providers of autonomous mobility concepts ("driverless cars"), 5G networks.
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12. Travel/Tourisms

CoViD19 has clearly shown that easy travel and normal tourism quickly become impossible in times of a
pandemic. The experience of being stranded in a distant country (or on board a cruise ship) with no possi-
bility to return or adequate medical care is likely to be drastic. Such experiences could have a lasting effect
on future travel behavior. Business travel, especially flights, was suddenly no longer available during the
Corona crisis, but this was quickly replaced by teleconferencing. Many people are now experiencing for the
first time how easily many meetings can be replaced by digital meetings in "cyberspace"; they will continue
to take advantage of their benefits in the future (comfort/time savings/cost reduction/environmental as-

pect).

CONCLUSION: The behavioral changes in tourism and business forced by CoViD19 could have a long rever-
beration; the demand for long distance travel could drop sharply, many domestic flights could disappear
permanently. Exotic travel experiences could be increasingly "simulated" by "virtual reality" elements.

- Profiteers: providers of "Digital Meetings"/"Virtual Reality", social media

Losers: traditional airlines, cruise and tourism companies

13. Social behavior

The "lockdown" enforced by the Corona crisis, with simultaneous massive restriction of social contacts ("so-
cial distancing"), is likely to have a noticeable echo even after the crisis. Previous social behavior will
change, although the new direction is still unclear. The corona crisis is forcing a retreat into private spaces
and thus accelerating the trend of "cocooning". Instead of going to the cinema or restaurant, "digital alter-
natives" are used (video streaming; delivery service). In general, the behavior of many people could change

significantly when travelling and in other areas of "social consumption".

CONCLUSION: The corona crisis could noticeably change human social behavior. Greater awareness of pri-
vate retreat areas, using digital entertainment and communication technology, could result as a longterm
lasting effect ("cocooning").

- Profiteers: Companies with a focus on digital entertainment, digital communication, "smart

Homes", Digital Services ("Concierge")
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14. Nutrition

CoViD1 changes the awareness of many people with regard to health and avoidance of dangerous patho-
gens. Whether this will also trigger a new trend towards more "local and sustainable" nutrition is not yet
clear. Nevertheless, the corona crisis could trigger trends towards "local" or "decentralized" food produc-
tion (through technologically driven processes such as "smart farming" and "vertical farming"). Higher de-
mand (and increased production) of meat replacement products and other innovative and health-promot-

ing foods ("Alter-native Food"/"Health Food") also seems plausible.

CONCLUSION: In general, CoViD19 should lead to a return to local food production and short supply chains;
attributes such as "organic" or "vegan" should also receive a boost. This favors the new area of "alternative
food", which is already growing strongly, but could receive a further strong boost as a result of the corona
crisis.

—-> Beneficiaries: Companies with a focus on innovative food production and sustainable nutrition, technol-
ogies for vertical farming, health food and alternative food.

15. Political Management

The corona crisis requires (even now) rapid, targeted and consistent political action. Countries and political
systems with short decision-making paths and centralized (or autocratic) power structures have so far had
clear advantages here, as the example of China shows. The federal structure in Germany has so far tended
to prove to be a disadvantage, entailing a certain fragmentation and heterogeneity of political action. In
principle, however, even decentralized systems often offer advantages in crises, as they allow for very dif-
ferentiated actions at local or regional level. However, in order to prevent the (early foreseeable) pan-
demic, coordinated action should have been taken much earlier in the area of health systems, for example

in the central procurement of important aids for doctors and hospitals.

Also with regard to the EU, massive political failure can be observed so far, which points to serious prob-
lems. The long absence of a coordinated response to the Corona crisis, the "every country for itself" ap-
proach and the dangerous sealing off of national borders and goods markets show a status that in no way

corresponds to the often invoked values of the EU.
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The political management of the crisis is particularly bad in countries led by populists: The USA and Great
Britain, but also Brazil and Turkey, are therefore massively affected by the CoViD19 wave, largely unpre-
pared and hampered by a maximum of prior ignorance, deception and misinformation by their respective

political leaders.

CONCLUSION: In retrospect, the corona crisis is likely to lead to critical reflection and subsequent revision
of weak processes also in the area of political management. Even democratically managed, rather decen-
tralized systems should be able to do this. What lessons the EU will learn from the corona crisis is still com-
pletely open for the time being. A serious improvement of deficient structures does not seem realistic for
the time being. Populist governments (as in the US) could pay a high price for their glaring failure in the co-
rona crisis and be voted out of office after the crisis (Trump).

-> Beneficiaries: Flexible political systems with rational political style, use and appreciation of scientific ex-
pertise, high learning ability and willingness to adapt as well as strong social cohesion (type: South Korea,

Taiwan, Switzerland, Scandinavia)

,Investment-Matrix“: Relative Attractiveness of certain topics

Theme and relative attractiveness in the crisis after the crisis active megatrend

Digitisation (general)

Health/medical technology
Diagnostics/biotechnology
Robotics/Drones
E-Learning/E-Schooling

Online Shopping

Data security/cloud management
Enterprise Architecture Management
Autonomous mobility

Social behaviour/"Cocooning"

[ High relative attractiveness Average relative attractiveness

Nutrition/Alternative Food

Low relative attractiveness

Quelle: FERI Cognitive Finance Institute
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In addition to these considerations, there are other important questions arising from the political or geo-

political environment:

1. How will the crisis change the geopolitical field?

From a geopolitical point of view, crises are always also opportunities; for change or for surprising shifts in
power. While the US lost its claim to global leadership on the world stage even before the Corona crisis, the
ill-informed, selfish and irrational behavior of the Trump administration is leading the US even further into
the sidelines. The looming medical catastrophe in the USA could seriously weaken the country and signifi-
cantly narrow its geopolitical radius of action for some time (the US armed forces are also affected by
CoViD19!). From today's perspective, it cannot be ruled out that a geopolitically very coolly calculating ac-
tor like Russia will use the time of crisis (in which all other players on the world stage are massively "dis-

tracted") to carry out "surprise" actions (e.g. Eastern Ukraine; Baltic States).

China is currently already working on a new "story" to demonstrate the superiority of the Chinese system
as well as the "weakness" of Western countries using the example of CoViD19. The efficiency of crisis man-
agement with the intelligent use of the latest technologies provides China with both political and economic
advantages in the corona crisis, which China will certainly use. Geopolitically, China is thus one of the win-

ners of the crisis.

Europe (EU/EMU) is once again proving to be overwhelmed by complex problems and has not yet cut a
good figure in the corona crisis. Economically, Europe will be massively affected; in addition, the coherence
of the EU and EMU is once again in question after 2015. The fact that both China and Russia flew in very
"promotionally effective" medical aid for Italy, which was not available from the EU, speaks for itself and
will put a strain on the EU climate in the longterm. From today's perspective, the EU is likely to be one of

the geopolitical losers of the Corona crisis.

2. Will China be able to further expand its global role?

China has (apparently) overcome its CoViD19 epidemic very quickly and efficiently. On this basis, China now
presents itself as a "model country" that can offer other countries generous help and good advice. Alt-
hough the corona outbreak took place with almost 100 percent certainty in China and was initially covered

up and abducted there, China now has a positive narrative that is probably being used increasingly for
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propaganda purposes. If China strategically exploits its potential in terms of possible aid (already evident in
the early stages), China will probably be able to further strengthen its global influence and its global role at

the expense of the USA and the EU.

3. Will CoViD19 be the downfall of Donald Trump?

Donald Trump is probably the worst president the USA could have had in times of the Corona crisis. As a
narcissistic populist, he did everything in the run-up to the crisis to deny, negate or trivialize the impending
pandemic consequences for the USA. At a time when targeted preparation would still have been possible,
Trump let his country run into a medical catastrophe of the greatest magnitude virtually unprotected and
unchecked. Although Trump is now trying to present himself as a strong crisis manager, the extent of his

government's failure is hard to overlook.

In view of the harsh economic and social consequences of the Corona crisis for the USA, as well as the pro-
spect of (at least) 200,000 CoViD19 deaths, a re-election of Trump in November seems hardly conceivable.
The Corona virus is proving to be a powerful adversary that can neither be blackmailed, suppressed nor
slandered by Trump, and which is completely ineffective with Trump's principle of "strike back harder". As a
result, Trump is threatened with "Corona Impeachment" in November, i.e. possible disempowerment by

the smallest imaginable opponent.

4. Does the crisis strengthen or weaken the cohesion of EMU?

The true state of the EU and EMU is still to be decided. Nevertheless, current developments are worrying.
The rapid "overturning" of European values, principles and rules at the beginning of the crisis does not cast
a good light on the EU, despite all the medical and epidemiological emergency measures. Even the EU Com-
mission (led by a medical doctor) has done too little to combat the epidemic in a planned manner in the

important initial phase of the crisis.

As has been the case several times before, the corona crisis is being used by some countries for blanket
blame to "Brussels" and "the rich countries", who refuse to take joint aid measures (with the help of "co-
rona bonds" —i.e. euro bonds through the back door). Here, too, intensive negotiations are currently un-

derway, the outcome of which is still open. As in the Great Financial Crisis, Italy and Spain are once again
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the hardest hit and will have to massively increase their government spending (and thus their debt). This

requires both rapid and planned EMU aid and forces the lifting of old thinking blocks.

As always, EMU is only in crisis if drastic measures can no longer be postponed. To this extent, new Euro-
pean "financial pots" are likely to be built up in the course of this crisis in order to stabilize the troubled
southern countries of EMU in particular. While this may help to cushion imminent risks, experience shows
that after each crisis EMU did not become stronger but ultimately more fragile. The Europe-wide scale of
the crisis means that even previously "strong" countries (such as Germany) are under massive pressure
from CoViD19 and cannot be held liable indefinitely for other countries. Once again, EMU is proving to be
an unfinished experiment that seems to be moving ever further away from fundamental stability and pros-

perity.

5. What risks does the sharp rise in government debt entail?

Reliable figures on the increase in public debt in Europe will probably not be available until the end of the
Corona crisis. Nonetheless, in the countries that have been severely affected an increase in government
deficits of 7-10% can be assumed. However, depending on the use of state rescue packages, the extent of
state participation in staggering companies and possible rescue measures for ailing banks, these figures
could rise substantially for individual countries. A crisis-ridden country like Italy is thus already moving to-

wards a public debt ratio of 150%.

In addition, new guarantees, sureties, credit lines and other instruments of European or national authori-
ties also need to be taken into account; such commitments may become "beating" very quickly but are NOT
recorded as government debt for the time being. Such instruments have the character of contingent liabil-
ities, which are often booked at another level (e.g. via the balance sheet of the European Stabilization
Mechanism/ESM or the European Investment Bank/EIB) and would only impact on government budgets

(and debt levels) after a significant delay.

The current trend in government debt would not yet be really worrying for Germany, in isolation; the fore-
seeable level of debt would probably be close to 70% of GDP after the crisis and thus well justifiable. How-
ever, Germany bears far greater risks through its participation in various European "pots", "funds" and

"programmes", which always also represent substantial liability shares for Germany. Since in the corona
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crisis (in contrast to the euro crisis) not just one country has problems but the entire EMU, such liability ra-

tios now have much greater relevance and clout for German public finances as well.

In an "old" EMU such developments would definitely be extremely worrying and could (again) entail the
risk of massive credit crises or the threat of national bankruptcies. In the "new" EMU, which is now com-
pletely different with virtually unlimited backing from the ECB, these problems will probably be managea-

ble, but at a very high price and with dangerous longterm consequences.

6. Does the CoViD19 shock threaten a new euro crisis?

Although the state of EMU appeared to have returned to stability after the crises of the last decade (finan-
cial crisis; euro crisis), a closer look revealed a cold reality even then: EMU is and remains an unfinished ex-
periment that shows a high degree of systemic fragility due to blatant design flaws and political birth de-

fects.

In a massive crisis such as the corona shock, many of the inherent (mostly economic) fault lines are over-
stretched and the underlying systemic weaknesses become clear. With each crisis, the stakes in rescuing

such an unstable system increase, and the associated costs and financial risks reach dangerous levels.

This status has basically been achieved for some time (keyword "target balances") but is now being signifi-
cantly exceeded by the consequences of the corona crisis. In all probability, this would have resulted in a
new edition of the euro crisis from 2012 — 2015, if the ECB had not already been putting up large-volume
"rescue umbrellas" across the entire euro zone for years. (The actual mandate of the ECB was massively

overstretched in this case).

Today, the ECB has the monetary firepower to absorb or refinance, if necessary, even the largest mountain
of EMU (or certain members') debt with newly printed money. Under the ECB's new PEPP programme, uni-
lateral and largely unlimited support measures by the ECB for highly indebted crisis countries (such as It-

aly) are also possible for the first time.

There is no question that this approach, which has now become a form of monetary public finance, has its
own problems. Nevertheless, the ECB can (in principle) prevent the outbreak of a new euro crisis for a very

long time. However, if this approach is also applied for a longer period of time, a new crisis is inevitable in
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the future: this would be a crisis of money, money value and currency, which could have extremely nega-

tive consequences (currency decline, disintegration, inflation).

7. What are the consequences of the dramatically changed monetary policy?

For many observers, one very important point is perhaps still not clearly discernible: the corona crisis has
instantly triggered a massive tightening of already extreme monetary policy: Now the entry into a com-

pletely new monetary regime, the "Open Monetary Funding" (OMF), is beginning.

The term OMF means that current government expenditure is financed directly or indirectly by the respec-
tive central bank. It is precisely this mechanism that is now in place in response to the Corona crisis in the
Us, Japan, Europe and the UK. Government commitments and rescue packages are "covered" and ulti-
mately financed in the same amount by announced bond purchase programmes of the respective central

bank.

A second aspect of OMF is the reduction of old government debt: This point has already been activated for
some time in the course of the Q.E. measures taken by Western central banks to date; as a result, around
25% of European government debt is now already directly with the ECB (or in the ECB system); for Japan

the corresponding figure is just under 50%!

The effect of these extreme measures cannot yet be clearly assessed. However, it should be noted that
OMF is in clear contrast to all traditional norms of "sound" monetary policy and very clearly violates im-
portant principles (or laws). OMF leads to a regime of massive monetary dilution, which in turn implies

very dangerous consequences for the longterm stability and integrity of financial systems.



[\
/

8. Does the entry into "monetary public finance" (OMF) lead to higher inflation

"OMF" means that government expenditure is financed in whole or in part by open money creation by the
issuing banks. A direct, almost inevitable consequence of "OMF" is thus the further monetary inflation of
entire capital markets (including real estate); another possible consequence is a strong surge in inflation in
the near future. The effect of the monetary inflation of entire asset classes (bonds; real estate) has already
been felt during the last 10 years, as a consequence of the ongoing Q.E. policy. This effect will become even
more pronounced in the future, leading to ever greater distortions of market prices and yields. When the
latter aspect in particular (higher inflation) will actually become noticeable depends strongly on the macro-
economic environment. This point could still be some time in the future but should by no means be under-

estimated.

9. Is there a threat of massive tax increases or asset disposals after the Corona crisis?

The crisis is forcing the state to intervene on a scale hardly imaginable before. The actual use of state aid,
rescue parachutes and other obligations (EMU!) can hardly be estimated at present but could reach mas-
sive proportions. From the government's point of view, it would be plausible to partially absorb and redis-
tribute burdens arising after the crisis by means of fiscal instruments (tax increase; "wealth tax"; capital
levy etc.). Since the Corona crisis is ultimately a matter of "force majeure", the state would not have any

real legitimation problem.

Under the current EMU financial regime, this approach would be perfectly valid and would have to be seri-

ously expected.

In the new "OMF regime" the case is different: in fact the central banks (i.e. also the ECB) take the bulk of
government CoViD19 expenditure (new debt) into their own balance sheets through targeted purchasing
programmes. Since they pay for this with newly printed money, citizens do not, in principle, have to bear
any additional burden. (Their burden is "hidden", through monetary dilution, i.e. sluggish or open inflation
in the future). Nevertheless, tax increases or other "solidarity levies" should certainly be expected after the

crisis, which could put a significant burden on the wealthy and "better-off" in particular.
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10. Does the CoViD19 crisis management generate "state economy" and more di-

rigism?

In principle, the state treads new paths in every crisis and often also curtails the (basic) rights of its citizens.
In this crisis, this can be observed in issues such as curfews, lockdown and the handling of sensitive data.
However, such state interventions are relatively normal in a crisis and can hardly be avoided. More serious
are changes in the basic understanding of economic policy that could still come to light as a result of the
crisis or are already emerging. Thus, the entry into the new "OMF regime" is nothing more than a state
"planned economy" with direct access to (actually independent) monetary policy. More state economy is

hardly possible!

It is currently hard to predict whether more far-reaching dirigiste elements will develop beyond this. How-
ever, the probability clearly suggests that states will introduce certain security laws or coercive measures
on a permanent basis in the course of the crisis in order to be able to react better to similar events in the

future (analogous to the handling of terrorism risks).

With regard to Europe and EMU, it can certainly be assumed that fundamental principles of the market
economy will be pushed back further and further and replaced by "planned economy" or "solidarity" liabil-
ity and redistribution mechanisms. This is a very serious and worrying trend that clearly calls into question

the bright future of EMU.
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Finally, there is another important question which, although it is currently strongly overshadowed by the

problems of the corona crisis, should not be forgotten:

Are environmental and climate goals still being considered against the background of

the CoViD19 crisis?

This aspect is very important, as the impact of the corona pandemic could push laboriously developed strat-
egies and solution packages against climate change into the background or put them on the back burner.
Since every euro can only be spent once, there is now a strong conflict of objectives between the expendi-

ture needed to protect the climate and the expenditure needed to ward off the corona crisis.

In an ideal world, there are high synergies between the two elements, as government spending could flow
more strongly into the area of "green investments". In reality, however, this is unlikely to be practical, as

government spending will first have to be channelled into completely different areas. Whether an at least
partial "reconciliation" of the two necessities is possible depends, among other things, on the determina-

tion and vision of the respective governments or supranational institutions.

In principle, the EU Commission would be well positioned with its "Green Deal", but it will have to address
completely different issues in the near future. In this respect, it is to be feared that the global corona crisis

will rob mankind of valuable time to even initiate effective measures against climate change.
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Since 2017, the FERI Cognitive Finance Institute has published detailed analyses and comprehensive stud-

ies on many of the topics addressed here. The corresponding topics and titles are:

01/2017:

05/2017:
09/2017:

04/2018:

05/2018:

03/2018,

Update 09/2018:

10/2018:
06/2019:

07/2019:

09/2019:

11/2019:

Carbon bubble and decarbonization — underestimated risks for investors and asset hold-

ers
Overt Monetary Finance (OMF) and its implications — blessing or curse?
The Return of Populism — Background, Mechanisms and Consequences

The transformation to a low-carbon economy — implications for sectors and importance

for investors

Is China becoming a high-tech superpower? — Shift in the global balance of power

Future risk "Euro Break Up" — background, current developments and possible conse-

quences
Risk factor USA — The problem of the "Un-United States of America
"Modern Monetary Theory" and "OMF" — Monetary dilution and monetization on the rise

Artificial Intelligence, Quantum Computers and the Internet of Things — The Coming Dis-

ruption of Digitalization — An Open View on Strategic Future Trends

Alternative mobility v challenges and perspectives for the environment and the automo-

tive industry

Quantum computers, Internet of Things and superfast communication networks — The

drivers of disruption in artificial intelligence and digitization

The studies are available at: www.feri-institut.de/media-center


https://www.feri-institut.de/media-center/
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Erkennen ist mehr als Sehen

Erkenntnisgewinn beruht auf Vernetzung. Wir bringen hochkardtige Experten
zusammen und analysieren systemrelevante Themenstellungen.

Das FERI Cognitive Finance Institute versteht sich als kreativer Think Tank
und beantwortet wirtschaftliche und strategische Fragestellungen.
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Disclaimer: This text is for information purposes only. It does not constitute investment advice or an invitation to buy or sell securi-
ties, futures contracts or other financial instruments. An investment decision must be made on the basis of a consultation with a
qualified investment advisor and in no case on the basis of this information. Prospective investors should inform themselves and
seek appropriate advice regarding legal, tax and foreign exchange regulations in the countries of their citizenship, residence or
domicile which may be relevant to the subscription, purchase, holding, exchange, redemption or sale of any investment. All infor-
mation and sources are carefully researched. No responsibility is taken for the completeness and accuracy of the information pro-
vided. This publication is protected by copyright. Any further use, in particular the complete or partial reprinting or the not only
private passing on to third parties is only permitted with the prior written consent of FERI. Unauthorised posting on public web-
sites, portals or other social media is also prohibited and may result in legal consequences. The opinions expressed are current
opinions as of the date stated in these documents.



