Funding the Future

When the question 'Who is going to pay for the coronavi...
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Because | have been a little distracted over the last few days | did not look at the Office
for Budget Responsibility's report on the state of government finances issued on 25
September until today. When doing so | noticed this, on debt:

To the end of August, the DMO issued £262 billion
in gilts — 68 per cent of the £385 billion it plans to
issue between April and November (net of
redemptions, gilt issuance totalled £220 billion). By
the same point, the Bank of England had purchased
some £246 billion of gilts (out of a total of planned
additional purchases of £300 billion). So, in effect,
the Bank has purchased just £17 billion less from
the private and overseas sectors than the DMO has
issued (and £4 billion more on a net basis). To date
the Treasury has not made use of its ‘Ways & Means
Facility’ overdraft at the Bank.

They plotted that data like this:
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https://www.taxresearch.org.uk/Blog/2020/10/01/when-the-question-who-is-going-to-pay-for-the-coronavirus-crisis-is-asked-the-answer-is-the-government-and-its-already-done-so/
https://obr.uk/download/commentary-on-the-public-sector-finances-august-2020/
https://obr.uk/download/commentary-on-the-public-sector-finances-august-2020/

What this data makes clear is that to date the government has borrowed no money in
the current financial year. What that, then, makes clear is that when the question 'Who
is going to pay for the coronavirus crisis?' is asked the answer is 'The government, and
it's already done so.'

What is more, it looks likely that this trend will continue, not least because the Bank of
England has ample opportunity to announce more quantitative easing as yet, and |
expect it to do so instead of moving towards negative interest rates.

What this data also means is that so far this year no effective demand has been made
of the bond markets to support the government. They have, in effect, been entirely
sidelined. And yet, no one is saying this, even though the Office for Budget
Responsibility has confirmed this to be true. Instead, we hear, time and again, about
the threat that the national debt is currently creating to our future well-being, and that
action must be taken to begin repaying it. But, the claim that the national debt has
risen is untrue, and as a consequence the demand for repayment is inappropriate, as
will be any economic policy based upon the premise that this is required.

The most that has happened this year is that the central reserve balances maintained
by the UK's banks and building societies with the Bank of England have gone up, but
none of them is asking for repayment, largely for the very good reason that they know
that, such is the nature of the banking system that this would have no net
consequence: Any repayment to them would be immediately re-deposited with the
Bank of England.

In other words, might | recall the phrase 'Crisis, what crisis?' | think it is appropriate to
do so.
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