
MMT and the Wealth of Nations: 
Sectoral Balances Meet Balance 
Sheets

Steve Roth



MMT and the Wealth of Nations • Steve Roth

The Wealth of Nations
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Michael Hudson and Dirk Bezemer:

“Capital” gains do not even appear in the NIPAs, nor is any 

meaningful measure provided by the Federal Reserve’s 

flow-of-funds statistics. Economists thus are operating 
“blindly.” 

This is no accident, given the interest of FIRE sector lobbyists 
in making such gains and unearned income invisible, and 
hence not discussed as a major political issue.
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The Wealth of Households

$832,000 in assets per US household

Three quarters of a million dollars 
in net worth

End of Q2 2017
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Fully Stock-Flow-
Consistent Accounting
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Flow of Funds Matrix

Z.1 Report, pages 1 and 2: Levels 
and Flows for seven sectors

Summary of the underlying F(lows) 
and L(evels) tables

Everything balances perfectly

Except…
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Sectoral (L)evels Tables

Financial assets only

No real estate, for instance

Levels tables are not 
balance sheets

They don’t tally total assets 
or net worth
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Sectoral (F)low Tables

Don’t show holding gains, even for 
financial assets

Can’t explain changes in balance-
sheet assets, or net worth
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2006: Enter the IMAs

Complete, stock-flow consistent accounts for each sector

Quarterly tables released 2012
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IMAs: Putting the “stock” back in 
stock-flow consistency

Three accounts added to the FFA matrix:

• Revaluation — nominal holding gains on previously 
existing assets, marked to market

• Other changes in volume. Kind of a catch-all. 

• Balance sheet — Including both financial and non-
financial assets

Bottom line “stocks”: total assets and net worth
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Sources – Uses = Change in Net Worth
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Revaluation Account
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What Does This Mean for MMT?

Implications for key MMT concepts and constructs:

Sectoral balances identity

Private-sector “surplus” or “saving”

Inside and outside money
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Sectoral Balances

Simplified: 
Government 
deficit spending 
adds Assets to 
private-sector 
balance sheets.

Creates no new 
PS liabilities, so 
+ private-sector 
Net Worth

“Surplus”
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Holding Gains Also Create Assets

More assets and net worth. More wealth.
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Sectoral Balances and Holding Gains

Holding gains: 
volatile, but 
persistent

Red = Household 
holding gains five-
year rolling average
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Sectoral Balances and Holding Gains

Just showing 
private “surplus” 
vs holding gains

Household holding gains 
five-year rolling average
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Sectoral Balances and Holding Gains

Surplus vs holding 
gains

1996–2008, 
holding gains 
dominate

Also since the 
latest recovery

2013: $7T in cap 
gains

Household holding gains 
five-year rolling average
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Inside Money, Outside Money, 
and Holding Gains

Outside: Government deficit spending. +Private-sector 
assets, zero new liabilities. 

+Net Worth.

Inside: Bank lending. +Private-sector assets, +liabilities. 
Expanded balance sheets

No ∆ Net Worth.

Holding gains: +Private-sector assets, zero new liabilities. 
+Net Worth.
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“Printing” Assets: Inside Money, Outside 
Money, and Holding Gains

Additions to HH 
balance-sheet 
assets

Just showing 
magnitude

Flows not sector-
equivalent or 
summable
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Holding Gains Dominate Changes in 
Private-Sector Balance Sheets
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Why Holding Gains Are Different

No sector issues them

One executed order for Apple stock changes the marked-
to-market balance-sheet value of every other share

New assets from market runups are truly created ab novo
and ab nihilo

This can’t exist in the closed-loop, balance-to-zero FFA 
matrix.

The economy doesn’t balance to zero. It balances to net 
worth. Wealth increases.
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Monetary Circuits
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The IMAs’ Accounting Circuit

Starting and ending with the balance sheet
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Godley-Lavoie Matrices, Monetary 
Circuits, and Holding Gains
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Saving and Wealth Accumulation:
Households + Firms

“Saving” doesn’t 
explain wealth 
accumulation. 

Not even close.

(Firms’ saving 
here deducted 
from HH cap 
gains)
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The IMA Derivation of ∆ Net Worth

+ Capital formation

+ Net lending/borrowing

+ Other changes in volume

+ Holding gains

Saving
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Change in Net Worth, IMA Derivation

Nominal Dollars



MMT and the Wealth of Nations • Steve Roth

Change in Real Net Worth

2015 Dollars
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Godley-Lavoie and Haig-Simons Income

H-S Income = “Primary” Income + Holding Gains (marked to 
market)

Equals: Consumption Spending + ∆ Net Worth

So Haig-Simons Saving would be … ∆ Net Worth

Monetary Economics:

“It should be noted that capital gains have not been 
included within the definition of disposable income, but 
this of course is a matter of convention.”
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Michael Hudson and Dirk Bezemer:

“Capital” gains do not even appear in the NIPAs, 
nor is any meaningful measure provided by the 
Federal Reserve’s flow-of-funds statistics. Economists 
thus are operating “blindly.” 

This is no accident, given the interest of FIRE sector 
lobbyists in making such gains and unearned 
income invisible, and hence not discussed as a 
major political issue.
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YOY Declines in Real HH Assets/NW 
Perfectly Predict NBER-Labeled Recessions



MMT and the Wealth of Nations • Steve Roth

Secular Stagnation and Demand: Wealth 
Concentration and the Velocity of Wealth
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Thanks For Listening

Follow-up links:

evonomics.com/mmtconference

Drop me a line:

steveroth@evonomics.com

@asymptosis on Twitter


