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The rise in the Euro: 
The Franco-German 
Odd Couple

2016 Current Account 

France | €19Bn deficit 
Germany | €261Bn surplus

Ministers for the Economy & Finance 
Bruno Le Maire & 

Wolfgang Schäuble 
Brussels, 23 May 2017
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The rise in the Euro: 
Good for German savers 
Bad for growth in France 

Deformation of the Euro: 
€ 6.8% overvalued for France 
€ 18% undervalued for Germany 
But only one exchange rate… 
And what about Greece? 
Source | IMF 2016

“Bercy” 
Paris 

French Minister for the Economy & Finance 
Bruno Le Maire

Invisible Hands



The rise in the Euro: 
Good for German savers 
Bad for growth in France 

Deformation of the Euro: 
€ 6.8% overvalued for France 
€ 18% undervalued for Germany 
But only one exchange rate… 
Source | IMF 2016 
And what about Greece?

Detlev-Rohwedder-Haus, Berlin 

German Federal Minister of Finance 
Wolfgang Schäuble
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Treuhandanstalt 
“Trust Agency” 
Established 1990 by GDR Govt. 
Restructure & sell 8,500 state-
owned companies prior to German 
reunification 
Over 4M employees 
World’s largest industrial 
enterprise at the time

Detlev Karsten Rohwedder 
Treuhand Manager 
SDP Member 
Assassinated 1st April 1991 by sniper fire 
at his house in Düsseldorf 
Red Army Faction claimed responsibility
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Reform of the Labour 
Market 

Passage of reforms by decree 
Enabling legislation now passed 
by Assembly and Senate by large 
majorities

But over the dead bodies of 

Philippe Martinez 
Jean-Luc Mélenchon

GenSec Confédération Générale du Travail 
Philippe Martinez
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Reform of the Labour 
Market 

Passage of reforms by decree 
Enabling legislation now passed 
by Assembly and Senate by large 
majorities

But over the dead bodies of 

Philippe Martinez 
Jean-Luc Mélenchon (1 of 7)

Leader of La France Insoumise 
Jean-Luc Mélenchon
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Negative 
Feedback

Our lives & livelihoods depend on it 
Thermostats 
Clouds and greenhouse gases 
Insulin and sugar 
Biting on food 
Cooling a nuclear pile 
All purposeful behaviour needs 
negative feedback to promote 
equilibrium 
The “invisible hand” of the market

Invisible Hands

Adam Smith



Negative 
Feedback

The very same Adam Smith who 
brilliantly observed that… 

“Virtue is more to be feared than 
vice, because its excesses are 
not subject to the regulation of 
conscience.” 

An example of….
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Positive 
Feedback

…other examples being: 

Nuclear chain reaction 
Fatal immune reactions 
Audio systems 
Herd stampede 
Greenhouse runaway 
Positive feedback leads to 
instability, violent oscillation, 
chaotic behaviour
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Negative Good 
Positive Bad

Negative feedback loops, whether 
natural or engineered, offer just the 
right amount of correction to a 
system to maintain stability or 
controlled change. 

All goal-seeking systems employ 
negative feedback. 

All explosive systems employ positive 
feedback.
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Shift in Current Account Balance in US$Bn 1980-2008 
(Source | IMF) 

An example of positive feedback ? 
A current account surplus indicates that the value of a country's net foreign assets (i.e. 

assets less liabilities) grew over the period in question, and a current account deficit 
indicates that it shrank. (Source | Wikipedia)
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Balance of Payments 
Current Account 
Capital Account 

Debt 
National/Internal 
Foreign/External 

Current Account 
Nation’s nett income/Balance of Trade 
Nett earnings on foreign investments 
Nett cash transfers 

Capital Account 
Nett change in ownership of national assets
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Understanding macro-economics in terms of 
feedback loops, positive & negative: 

What drives changes in this pattern over time? 
How can the China Black Hole effect be arrested? 

What is the role of markets, media, and “sentiment”? 
Why is Germany deep green and the US dark brown?



The UDHR 
A conflation of American wealth and British 
post-war social security, held out to the 
world ?

Invisible Hands

Do fine sentiments drive 
positive feedback?



“All human beings are born free and equal in 
dignity and rights. They are endowed with 
reason and conscience and should act towards 
one another in a spirit of brotherhood.” 

Article 1

Invisible Hands

Do fine sentiments drive 
positive feedback?



“No one shall be held in slavery or servitude; slavery 
and the slave trade shall be prohibited in all their forms.” 

“Slavery is the oldest of all energy sources” 
The price signal to the invisible hand is disabled, because the actual price 
of slave labour is near zero.

Article 4
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Do fine sentiments drive 
positive feedback?



1. “Everyone has the right to freedom of movement and residence within 
the borders of each state.” 

2. “Everyone has the right to leave any country, including his own, and to 
return to his country.” 

What borders? says No Borders. (In a no-borders scenario, who would 
maintain current account control? Multinational businesses with a formal 
right to tax?)

Article 13
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1. “Everyone has the right to seek and to enjoy in other countries asylum 
from persecution.” 

2. “This right may not be invoked in the case of prosecutions arising from 
non-political crimes or acts contrary to the purposes and principles of 
the UN.” (A nice distinction) 

Asylum-seekers now invisible in the flux of economic migration into 
Europe.

Article 14

Invisible Hands
Do fine sentiments drive 

positive feedback?

The former “Jungle” at Calais: 
Instrument of moral torture for 

the British Government 
and the Calaisiens alike. 

Finally, the need for socialist 
votes prevailed.



“Everyone has the right to freedom of opinion and expression; this right 
includes freedom to hold opinions without interference and to seek, receive 
and impart information and ideas through any media and regardless of 
frontiers.” (She must be joking.) 

Wot, a self-stabilizing market in ideas? This is where the jack-boot of 
neoliberalism really comes down hard on the “invisible hand”.

Article 19
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“Everyone, as a member of society, has the right to 
social security and is entitled to realization […] of the 
economic, social and cultural rights indispensable for 
his dignity and the free development of his personality.” 
(The unlimited line of moral credit again.)

Article 22
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1. “Everyone has the right to work, to free choice of employment, […] 
and to protection against unemployment.” 

2. “Everyone, without any discrimination, has the right to equal pay for 
equal work.” 

3. “Everyone who works has the right to just and favourable 
remuneration […] supplemented if necessary by other means of 
social protection.”

Article 23
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“Everyone has the right to rest and leisure, 
including reasonable limitation of working 
hours and periodic holidays with pay.”

Article 24
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“”Everyone has the right to a standard of living adequate for the 
health and well-being of himself and of his family, including food, 
clothing, housing and medical care and necessary social 
services, and the right to security in the event of unemployment, 
sickness, disability, widowhood, old age or other lack of livelihood 
in circumstances beyond his control.”

Article 25
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“Everyone has the right to [free] education. 
Education shall be directed to the full 

development of the human personality.”

Article 26
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Do fine sentiments drive 
positive feedback?


