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[1]We’re familiar with Aesop’s fable [2]of the the thrifty, hardworking ant and the foolhardy grasshopper.

Last year, the noted financial writer Martin Wolf [3]produced an updated version, with a global economic twist, where
Germany, China and Japan are the ants and the US, the UK, Greece, Ireland and Spain are the grasshoppers. Here’s an
excerpt:

Fortunately, for the Asians, or so it seems, there happens to be a very big and exceptionally
industrious grasshopper colony, called America. Indeed, the only way you would know it is a
grasshopper colony is that its motto is: “In shopping we trust”. Asian nests develop a relationship
with America similar to Germany’s with its neighbours. Asian ants build up piles of grasshopper debt
and feel rich.

Yet there is a difference. When the crash comes to America and households stop borrowing and
spending and the fiscal deficit explodes, the government does not say to itself: “This is dangerous;
we must cut back spending.” Instead, it says: “We must spend even more, to keep the economy
humming.” So the fiscal deficit becomes enormous.

This makes the Asians nervous. So the leader of China’s nest tells America: “We, your creditors,
insist you stop borrowing, just as European grasshoppers are now doing.” The leader of the
American colony laughs: “We did not ask you to lend us this money. In fact, we told you it was a

folly. We are going to make sure American grasshoppers have jobs. If you do not want to lend us money, raise the price of
your currency. Then we will make what we used to buy and you will no longer have to lend to us.” So America teaches
creditors a lesson from a dead sage: “If you owe your bank $100, you have a problem; but if you owe $100m, it does.”

Brilliant. Click here [3]to read his entire story.

Well, I came across a different version from Dan Mitchell [4], a senior fellow at the Cato Institute in Washington, DC, and Lenore Hawkins [5]of Meritas
Advisors [6]in California. There are no grasshoppers but lots of other pesky critters:

*****

Want to know why we are still in a recession even though we have added

over 200,000 new federal employees in the past two years?

Simple, it’s not a good time to be an ant!
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