Funding the Future

Sectoral balances show that government deficits fuel pr...

Published: January 13, 2026, 9:28 am

This Tweet from MMT professor Dirk Ehnts is well worth sharing:
https://twitter.com/DEhnts/status/13493810013451182107s=03

The chart looks like this:

FRED = # ttimarg o -
B Hel inding & . P Prachect™108
@ Fiews of the Workd; Mat Landing i) o Pradecsit

Click on the image to enlarge it.

In effect the sectoral balances simply say that all cash is debt, and so if someone owes,
someone must be owed. Put this in the context of deficits and the logic is that if the
government is in deficit someone must be in surplus.

The above chart is for the US. The government is in deficit. Households are massively in
surplus, the overseas sector, a bit.

Karl Just added this for Germany:

Figure 2 | Quaterly Sectoral Balances in Germany
Surpiuses and Deficits per Sector | from 1999-Q2 to 2020-Q2

% to GDP

TR

anciat companies [l u,\_--.-P-ggeql,ﬁ-ua B e inancial comparses


https://www.taxresearch.org.uk/Blog/2021/01/14/sectoral-balances-show-that-government-deficits-fuel-private-saving/

There. the government is in deficit, but the rest of the world also runs a deficit with
Germany (which is what Germany thinks is normal, but is not) and households run
massive surpluses right now.

In the UK it is different again, taken from the OBR review last November:

Chart 2.31: Sectoral net lending
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We are more dependent on the rest of the world than the other two countries.

But the point is clear in each case: deficits create surpluses. The question now is how
they are managed post coronavirus, because that will be essential, because the
management of the inequality implicit in them is much more important than any debt
issue within the state sector.
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