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Preface

Political economy has always had an affinity with spectrology, point-
ing to invisible hands and other such ghostly presences to explain the 
course of economic events. This may well be because there is something 
uncanny about how, in economic processes, circulating objects and signs 
take on a spectral willfulness. Since the eighteenth century, market mech-
anisms and the movements of capital have been experienced as mystifying 
phenomena, with demystification seen as the key to the achievement of 
enlightenment by modern societies. This is especially true for the move-
ments and structures of the modern finance economy. Although financial 
markets can be understood as organizations in which a sizeable amount 
of human welfare is determined, there is nothing transparent about what 
takes place in them. We are referring here not only to the modes of behav-
ior, mentalities, practices, or theories operative in the world of finance but 
also to their general dynamics, which have become a key determinant of 
social relations in the world today thanks to the unimaginably vast sums 
of money involved. Events in the world of finance shape the general course 
of events, so it weighs all the more heavily that there is such heated dis-
agreement about the rules or logic connecting one event in this sphere 
with any other. The so-called crises of recent decades have led us to ask 
whether what is taking place in the arenas of the international finance 
economy is the efficient interaction of rational actors or a spectacle of the 
purest irrationality. In any case, it remains uncertain whether the much-
invoked “spirit of capitalism” operates reliably and rationally or simply 
insanely.

This situation has given rise to a multifaceted problem of interpre-
tation. We are dealing with an economic worldview that for some time 
now has presented the relationship between human beings and things in 
its own peculiar way; this view has in turn produced complications so 
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intricate that economic science has taken on itself the task of elucidating 
them. The difficulty we are faced with, which is both real and herme-
neutic, is that the science of economics has spent the last three hundred 
years creating the very economic facts it is now struggling to decipher. 
The following reflections address this state of affairs. Referring to several 
key constellations of economic knowledge from the eighteenth century 
to the present, they return repeatedly to those apparently unprecedented 
events—such as financial crises or “crashes”—which have rendered the 
workings of the finance economy anything but transparent. It is certainly 
not our intention to offer a blueprint for the reconstruction of the present 
economic system, however necessary such a task may be. Rather, our task 
is to understand how the modern finance economy is attempting to come 
to grips with the world it has created in its image. It is a world in which 
“the specter of capital” appears as a cipher for those powers from which 
our present takes its laws.
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The Black Swan

Cosmopolis

It happened in New York on an April day in the year 2000. The 
Twin Towers of the World Trade Center were still standing. The American 
economy had been growing non-stop for more than a hundred months; 
the Dow Jones Industrial Index had just climbed above 11,000 points to 
reach an all-time high, while electronic trade on the NASDAQ was rally-
ing steadily. From the top floors of the Trump World Tower, not far from 
UN headquarters, a view of the East River emerged as day broke, reveal-
ing the bridges and smokestacks of Queens and in the distance, beyond 
the suburbs, a misty haze and seagulls swarming far below.

After a sleepless night, a twenty-eight-year-old billionaire fund man-
ager decides to leave his apartment on Manhattan’s East Side to go to a 
hairdresser on the shabby West Side, his part of town as a child. He rides 
down in one of the private elevators and climbs into his white armor-
plated stretch limousine, fitted out with cork sound-proofing, surveillance 
cameras and numerous screens relaying world news and stock exchange 
prices. His chiefs of security and technology are already waiting for him, 
along with the chauffeur. The vehicle turns into Forty-seventh Street on 
its way west, passing one high-rise apartment building after another. As 
the night wears on, it gets caught up in a series of adventures and compli-
cations that may rightly be called an odyssey.
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On the way, the fund manager meets his wife and one or other of 
his mistresses. There is a report that the IMF director has been mur-
dered, and likewise a Russian oligarch, a media entrepreneur, who had 
been a friend of this young billionaire. Crawling through the traffic, the 
limousine crosses Park and Madison Avenues, drives through the old 
Jewish neighborhood and reaches the Broadway theater district, only to 
be trapped in the chaos of an antiglobalization protest. A bomb explodes 
at the entrance to an investment bank; as a young man sets himself on 
fire, our speculator looks on, unaware that he himself will soon fall vic-
tim to a pie attack. Suddenly, and for no particular reason, he kills his 
chief of security and reaches his childhood hairdresser’s near the docks. 
Then, equally inexplicably and abruptly, he leaves the hairdresser, gets 
involved with three hundred naked extras in a late-night film shoot, and 
coincidentally runs into his wife for the last time. An ex-colleague is 
waiting for him in a deserted ruin, and this man, he must finally under-
stand, will be his murderer.

With this strange story, Don DeLillo’s 2003 novel takes us right 
into the arena of the modern financial market, touches on the question 
of whether that market lends itself to narrative treatment and offers a 
series of narrative and rhetorical figures to represent the riddle of the 
finance economy, its protagonists and their operations. In his 1977 
novel, Players, DeLillo had already pursued the question of how busi-
ness finance and stock market speculation can be presented in narrative 
form. The narrative device he has chosen in Cosmopolis—a New York 
speculator’s trip one day to the hairdresser’s —amounts to a synopsis of 
modes of perception and problems which must still be termed capitalist. 
The key to this achievement is DeLillo’s depiction of his main character. 
Around this figure he develops an allegory of modern finance capital-
ism, invoking both received historical ideas and contemporary economic 
theories. At the same time, the particular narrative method employed by 
the novel, with its hypertrophic amassing of events, raises fundamental 
questions about how different incidents are interconnected in the cur-
rent global economy. An opportunity thus presents itself to question the 
inner workings of the capitalist economy, this system that appears to be 
our destiny.
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Capitalist spirit

DeLillo’s first move is to give his fund manager cum speculator some 
of the proven, canonical features that have distinguished the careers of 
financial and stock market speculators for at least two hundred years—
and ensure that we recognize them. “Young, smart and raised by wolves” 
(12), renowned for the ruthless efficiency and killer instinct that make him 
the embodiment of finance capitalism in all its riskiness, DeLillo’s hero 
belongs in a series running from the “condottieri,” “pirates,” and “were-
wolves” of the money business in Balzac, through Marx’s knights-errant of 
credit, up to the “mad dogs,” “rogue traders,” and “wolf packs” of today’s 
foreign exchange markets.1 Furthermore, DeLillo’s protagonist, sporting 
the vigorous-sounding name of Eric Packer, enters the scene in disguise, as 
a character mask—or rather, a dream figure, an apparition—personifying 
the most recent form of finance capitalism. He is not only hyperalert and 
sleep-deprived, manic and prone to excess, he is at home everywhere and 
nowhere, an Odysseus of globalization and citizen of a monetary cosmop-
olis. He is marked, above all, by his longing to leave behind the ponderous 
heaviness of the material world, where physical conditions of ownership 
still prevail. He dreams that use values will die out and that the referential 
dimension of reality will vanish; he dreams, too, of the dissolution of the 
world into streams of data and the absolute tyranny of the binary code, 
and he places his faith in the spiritual appeal of cyber-capital, transposed 
into eternal light via the shimmering and flickering of charts on count-
less screens.

It is the dream of ultimate, radical transubstantiation. Émile Zola’s 
novel about financial speculation, Money, had already referred to poets of 
sublime sums of money. This novel deals with a more recent mutation: Ver-
laine’s poète maudit returns in a new generation of professional symbolists. 
Obsessive and extravagant, they devote themselves to making money “talk 
to itself” (77) in a free, artificial and self-referential play of signs, sealed 
against the rest of the world like the cork-lined office-limousine that is so 
reminiscent of Marcel Proust’s insulated bedroom. What is finally accom-
plished here is nothing less than a raid by the future on the rest of time.

The words and concepts of everyday language, we are told on one 
occasion, are still overburdened with remnants of historical meaning: they 
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are all too “cumbrous” and “anti-futuristic” (54). By contrast, oscillating 
share market and foreign exchange mechanisms dictate a rhythm, mea-
sured in nanoseconds, from which the traces of history have been erased, 
annulled in the maelstrom of futures and their derivatives: “The present 
is being sucked out of the world, to make way for a future of uncontrolled 
markets with huge investment potential. The future becomes urgent” (79). 
Just as the market is interested only in prospects for future profit, disre-
garding past and present, so this form of capitalism dreams of oblivion; it 
deals with the power of the future and fulfills itself in the end of history.

Faced with the mysteries of the most modern form of finance capital-
ism, DeLillo responds in his novel by combining elements of the old and 
the new capitalist mentality. On the one hand, this allows him to portray 
the addiction to change and the continual revolutionizing of global and 
economic structures in the name of capitalist free enterprise as a process of 
“creative destruction,” to borrow Schumpeter’s famous phrase: “Destroy 
the past, make the future” (93). The forces of capital were never inter-
ested in preservation; they were never “conservative” in that sense. On the 
other hand, it enables him to show how these forces have freed themselves 
from the sphere of production. Thanks to the alliance of “technology and 
capital” (23), the culture of the market has become as insubstantial as it is 
all-encompassing. The movement of capital now knows no bounds. Freed 
from the material manifestations of wealth, it has installed itself in “a time 
beyond geography and touchable money” (36). It dictates its own dynam-
ics and standards of mobility, abandoning all local, social and political 
constraints.

As a result, market culture can absorb revolt and anarchy as vital 
expressions of its own system, treating protest as a fantasy spawned by 
the free market itself and capitalism as the consequential self-optimiza-
tion of that fantasy: “The protest was a form of systemic hygiene. . . . It 
attested again, for the ten thousandth time, to market culture’s innovative 
brilliance, its ability to reshape itself to its own flexible ends, absorbing 
everything around it” (99). This system, DeLillo’s novel of ideas suggests, 
reforms itself through resistance, neutralizing opposition by assimilating 
whatever protest actions may spontaneously rise up against it. It achieves 
perfection—in keeping with the goals of “New Management”—by 
becoming a veritable fund of creative energy.
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It is no accident that the whole course of events is encapsulated in a 
slogan lifted from the famous opening lines of the Communist Manifesto, 
a slogan modified by the demonstrators to make the capitalist spirit inter-
changeable with its former, “spectral” counterpart. Appearing on an elec-
tronic stock ticker displayed on the façade of an investment bank, it reads: 
“a specter is haunting the world—the specter of capitalism” (96).

Security breakdown

This literary compilation of canonical formulae, drawn from both 
older and more recent analyses of capitalism—from Marx and Engels, 
through Schumpeter, up to Baudrillard, Boltanski, Chiapello, or 
Rifkin2—forms a tableau depicting the latest in a series of industrial rev-
olutions. With the era of the steam engine and the regime of automation 
behind it, capitalism is now following a “digital imperative” and, in the 
process, seeking to regulate “every breath drawn by the billions of people 
who live on this planet” (24). This must be seen against the backdrop of 
the massive technological and economic upheaval brought about by the 
creation of electronic stock exchanges, the spread of computerized trading 
since the 1980s, the extension of networks, the introduction of ISDN, and 
the conversion of the frequency spectrum to 300 megahertz, all of which 
led to exponential growth in the mobility of capital transactions.3

At the center of this euphoric alliance of information technology 
and finance capital, in DeLillo’s novel, stands a course of events that lacks 
clear direction and follows a totally improbable and irrational course—
and, in the process, yields an interpretation of what it means to live under 
conditions created by today’s finance economy. This is revealed, on the 
one hand, by the way narrated events themselves unfold. For the path of 
DeLillo’s allegory of capitalism leads further than expected. It not only 
runs from the eighty-ninth story of a luxury apartment tower to street-
level shabby backyards; it not only moves from east to west, so following 
the prevailing direction of the American dream; and it not only draws a 
line from life to death, the place where exchange is no longer possible and 
all transactions cease. Like another modern Ulysses who spent an entire 
day wandering through a metropolis, the route taken by DeLillo’s pro-
tagonist recalls the erratic itinerary of age-old voyages at sea. The allegory 
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amounts in effect to a Homeric pastiche, recalling the fate of Odysseus in 
all its variants.

It is the path of the nóstos, the circuitous route of a long journey 
home. For DeLillo, however, the hero’s homecoming has become a deadly 
descent into the realm of childhood, while the ship bearing the hero back 
from the Aegean is now an armored vehicle, cruising through danger-
ous metropolitan streets. Homer’s Penelope, weaving as she waits, returns 
as a poetry-spinning heiress to billions. The hero falls into her arms not 
at the end of his journey but on the way, more than once and entirely 
by chance. Nausicaa, Circe, Calypso and the Sirens, oracles, and giants 
have assumed the form of female bodyguards, former lovers and eloquent 
scholars, as well as avant-garde artists, masked demonstrators and unem-
ployed computer whizzes. And the circle of hell that Dante reserved for 
cunning Odysseus is realized, at the end of DeLillo’s novel, in the sinister 
scenery of an endlessly drawn-out death moment.

Clearly, this epic tendency in the novel does not presuppose “a world 
already prosaically ordered,” to borrow Hegel’s definition of the modern 
novel. DeLillo leads us instead into a world in which events are loosely or 
merely episodically interlinked, appearing as external forces and hardships 
that ultimately take a turn for the worse as they interconnect and escalate 
in a fateful way. For Hegel, epic conventions are out of keeping with orga-
nized society, institutionalized community and above all the rule of law4; 
in DeLillo’s hands they mark the entry-point into a zone of elemental 
danger. Whereas questions regarding security systems, preventive mea-
sures, risk assessment, surveillance and harm avoidance accumulate in 
thoroughly hyperbolical ways early on in the novel—“our system’s secure” 
(12)—security increasingly breaks down as events unfold. The president 
of the United States, the last exponent of sovereign state power, now exists 
only as an image of one of the “undead” (77). If a particular moment can 
be said to represent this situation symbolically, it is the moment when the 
protagonist uses a code word to release the safety catch on his chief of 
security’s automatic pistol and unexpectedly shoots him dead, thus turn-
ing this security measure against itself.

With that, DeLillo’s allegory of capitalism steps—beyond the line—
into a wilderness at the heart of civilization, a realm where terroristic 
impulses are given free rein, sudden assaults and attacks dictate the daily 
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rhythm of life and barbarism is rife. It is the world of hwa-byung, susto, 
or amok, those culture-bound syndromes that have become bywords, in 
Korea, the Caribbean, or Malaysia, for the way indigenous people vent 
their repressed rage, pure horror, or panic in acts of uncontrolled violence.5 
The result is a caricature of an emotionally primitive landscape in which 
the excesses of the “fanatical tropics” (28) are mixed with the horrors of 
self-mutilation, slaughter, and “red meat” (14). DeLillo’s protagonist is 
pursued in the end by the “power of pre-determined events” (147) and 
succumbs, as if to a “principle of fate” (107), to the death that has long 
awaited him. The word “speculator” derives from the Roman name for a 
sentry (speculari) who kept a lookout for danger or misfortune. In keep-
ing with the general tendency of the narrative, it is this “seer” (46) who 
himself has taken on the role of the “dangerous person” by the end (19). 
Having become the point of attraction for all risky situations, he now lies 
there: robbed, abandoned, and exposed.

The unrepresentable

On the other hand, it is evident that this narrative interplay of 
archaic threat, excessive violence, and fatalism only repeats a framework 
of events dictated by the movements of global capital. Throughout his 
odyssey through the streets of Manhattan, the young fund manager spec-
ulates on the fall of the Japanese yen, thereby pursuing one of the most 
aggressive financial operations of all, the so-called carry trade. This form 
of credit-reliant takeover involves using borrowed capital to buy up shares 
of companies with healthy profit outlooks, as witnessed in recent years 
in the cases of Porsche/Volkswagen and Schaeffler/Continental. As the 
example of Packer Capital in DeLillo’s novel indicates, this means that 
large quantities of potentially high-yielding shares can be bought with yen 
borrowed at low interest rates in expectation of a fall in the exchange rate 
of the yen, thus maximizing speculative gains. And something unprece-
dented and unexpected occurs as a result, providing the novel with one of 
its main plot devices. The erratic course that draws DeLillo’s protagonist 
from one incident to another and on to his death is shadowed or doubled 
by a wild run on the currency market: “against expectations” (8), the Japa-
nese yen climbs ever higher until nothing can stop its rise; Packer Capital’s 
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holdings are wiped out and its CEO is ruined—another odyssey with a 
fatal outcome.

In the end, DeLillo’s novel leaves no doubt that something com-
pletely unthinkable and irrational has happened in this “yen-carry,” some-
thing that is metastasizing “out of control” (85), follows no likely script, 
and no longer points to any plausible reality. The state of the world has 
become impossible to decipher. If the notorious “worldliness” of the mod-
ern and contemporary novel is bound up with the question of how events 
are ordered and by which rules, then DeLillo’s novel registers a return to 
archaism in the most modern form imaginable; it leads us to suspect that 
the world of finance economics is battered by the storm winds of events 
signifying the gravest possible danger. Stock market transactions coupled 
with the fatality of brute force: here DeLillo is documenting a variation in 
a pattern of events that, a decade earlier, had been given the title American 
Psycho. Financial markets in a state of turmoil mirror zones of elemental 
danger. Together, they shape a narratological program that converts the 
dynamics of exchange rates into a pattern of epic fatefulness, making the 
advent of the unlikeliest outcome appear utterly inevitable.

“What is happening doesn’t chart” (21): it cannot be represented. 
This trend in share prices is unrepresentable because it stages an “assault 
on the borders of perception” (21) by virtue of the inconceivably vast sums 
of money involved, awe-inspiring in their magnitude. It embodies an 
economic sublime that manifests itself without taking material form. To 
understand what this means, we need only recall that in 2000, for exam-
ple, 1.9 billion dollars were flowing daily through the economic networks 
of New York City; or that even earlier, in the 1990s, fortnightly turnover 
there was already equivalent to worldwide economic output.6 Beyond this, 
however, we are dealing here with what the traders call a “situation” (40), 
one of those improbable and rare events, unforeseeable and capricious, 
that appear without warning, like the actions of a “deranged killer” who 
for a long time lived undetected next door, posing as “an excellent citizen” 
and kindly “old neighbor.”7 This kind of event has also been described as a 
“black swan,” meaning a unique occurrence with the following three attri-
butes: first, it exceeds all expectations and indeed could never have been 
expected to take place; second, it has an extreme—in this case, fatal—
impact; third, it provokes an obvious need for explanation, a retrospective 
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search for coherence, background and plausibility. Just as the black swans 
of modern natural science appeared to be sheer impossibilities and could 
therefore become emblems of problematic inductive conclusions, so here 
they denote a leap that interrupts the linear sequence of events, leaving 
behind islands of turbulent activity that are scarcely credible, an excess of 
randomness.8 

In any case, two things have happened by the end of this episodic 
course of events. On the one hand, disastrous speculative investment has 
destabilized the system itself and brought on a global crisis: “He knew it 
was the yen. His actions regarding the yen were causing storms of dis-
order. He was so leveraged, his firm’s portfolio so large and sprawling, 
linked crucially to the affairs of so many key institutions, all reciprocally 
vulnerable, that the whole system was in danger” (116). In fact, the market 
of the new economic order did collapse in early 2000 for similar reasons. 
In the first two weeks of April that year, the NASDAQ, the US technology 
exchange, recorded a 27 percent price drop that analysts were at a loss to 
explain.9 On the other hand, the manifest blindness of self-styled seers and 
speculators also had to be admitted: “I couldn’t figure out the yen” (190). 
The world has become unreadable, its interconnections blurred. Things 
in general are running out of control. The series of stock exchange reports 
and currency events fits into no known pattern and progresses without 
apparent rationale. At the peak of the financial crisis of early 2000, DeL-
illo’s protagonist finds himself in the same uncomfortable situation that 
Alan Greenspan, longtime director of the US Federal Reserve Bank and a 
staunch advocate of unregulated financial markets, was to confront eight 
years later. It was a situation in which he could no longer apply his “world-
view,” his “ideology,” and long-held self-evident truths or interpretations. 
The “whole intellectual edifice” of the finance economy came crashing 
down.10

By tracing these erratic and apparently irrational movements, DeL-
illo’s Cosmopolis naturally brings to mind the financial crises that followed 
each other in rapid succession from the twentieth century into the twenty-
first: from the Wall Street crash of 1987 to the 1990 Japanese crisis, the 
bond market debacle of 1994, and the Russian collapse of 1998, followed 
by the so-called technology or dot-com bubble of 2000 and finally the 
disaster of 2007 to 2008 and beyond. Taken together, these were events 
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that by all accounts of economic probability should never have occurred, 
or at most only once every several billion years. And DeLillo is perhaps 
also alluding to the surprising speculation on the exchange rate of the yen 
in relation to the US dollar during the 1990s, when the rise of the yen did 
appreciable and lasting damage to the Japanese economy, damage that 
would be repeated to ruinous effect between 1998 and 2000.11

Above all, however, the story centers quite obviously on one particu-
lar event, and a great deal is at stake in the way that event is presented: both 
the coherence of the narrated world and the rationality of the economic 
system. Here DeLillo is asking whether “plausible realities” that “can be 
traced and analyzed” will continue to exist (85); he explores the “tech-
niques of charting” that enable us to grasp and “predict” the movements 
of money markets (75). The baffling fluctuation in the exchange rate of the 
yen, with all its calamitous effects, exemplifies the kind of unprecedented 
happening that now challenges all interpretative efforts, and it leads him 
to question nothing less than the sufficient reason behind it. What moti-
vates such an event, what shapes its connections and makes it predictable, 
determining its possible or probable course? “The yen is making a state-
ment. Read it!” (21). What kind of event is a current market valuation? 
What is expressed through it, how does it change, and what future course 
will it take? How necessary or fortuitous are the links between different 
events, and how erratically or sequentially are they made? Such questions 
lie at the heart of DeLillo’s plot, but they are also the focal point for the 
will to knowledge of today’s finance economy. DeLillo’s literary text and 
the speculative play of signs it thematizes both pose a problem of interpre-
tation. This is evidently related to the irruption of something unexpected 
and—to use one of Greenspan’s phrases—to the dynamic of an “irrational 
exuberance” that puts the system of economic reason, or the rationality of 
this system, to the test.

Perplexity

All this inevitably points to a certain perplexity within economic 
science itself, prompting the open question: how, if at all, does an idea of 
the coherence of the economic universe manifest itself here? Economics—
this dogma of our time—is in principle quite prepared to use completely 
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different, contradictory interpretations to explain everything that hap-
pens in contemporary financial dealings, including crashes and crises. 
One of the most prominent of these interpretations is essentially ortho-
dox in nature. It originates in the market fundamentalism of the Chi-
cago school and calls itself the “efficient market hypothesis.” According to 
this doctrine, financial markets represent the purest distillation of market 
activity in general. Unencumbered by transaction costs, unimpeded by 
transport needs and the difficulties of production, operated by rational, 
profit-oriented, and therefore reliable economic agents, they are the ideal, 
frictionless setting for price formation mechanisms and perfect competi-
tion. That is why prevailing prices and price fluctuations on these markets 
directly and exhaustively reflect all the available information. Under opti-
mal conditions of market competition, so long as all players possess equal 
access to information relevant to pricing—for example, how much and 
how quickly they can buy—current price quotations will accurately con-
vey the truth about economic activity in general at any given time. The 
assets to which these prices refer are never really under- or overvalued. 
Any errors and inefficiencies that may eventuate, such as major discrepan-
cies between actual and forecast returns, are due only to various irritating 
impediments to free market activity and can quickly be rectified, given 
favorable conditions. As late as 2007, one of the founding fathers of this 
school of thought, Eugene Fama, considered it self-evident that there are 
no such things as “bubbles” in financial markets—the very idea is with-
out foundation and makes no sense.12 According to this view, all crises and 
depressions are nothing more than adjustment phases documenting the 
relentless forward march of economic reason. The market itself is what is 
real and hence rational.

There is another interpretation, which is a little less conservative but 
no less orthodox. Taking the most diverse financial crises as examples, it 
focuses on bubbles, runs, busts, and booms, speaking of “financial panic” 
or “euphoric escalations.” Since the seventeenth century, and particu-
larly since the nineteenth century, terms such as these have been used to 
address the sheer irrationality of speculative transactions that deviate fun-
damentally from all standard practices in the commodity market, from 
the principles of economic rationality, and from the basis of the so-called 
real economy. Daniel Defoe had already documented the susceptibility 
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of the “stock jobbers” to every kind of blindness and deception, show-
ing just how bottomless is the abyss into which totally irrational stock 
market activity can lead. Somewhat later, examples of the influence of 
mass hysteria, herd behavior, and blind imitation were identified in stock 
market trade and speculation, ranging from Dutch tulip mania to the 
English South Sea bubble or the French Mississippi bubble. Finally, the 
high volatility of financial markets was cited as the reason for huge price 
fluctuations that defied all rational expectations and for the highly aber-
rant, inefficient, and irregular ways in which the markets themselves oper-
ated.13 Explanations such as these made it possible to assert the logical 
inevitability of over- and undervaluation. Both could ultimately be traced 
back to the influence of foreign, external, noneconomic factors: emotions, 
for instance, or amateurish conduct, willful recklessness, extravagance, 
greed, or sheer lack of common sense. Right up to the most recent col-
lapse, financial markets and stock exchanges have been wrestling with a 
real problem of inclusion. There are too many market players pursuing 
all too incompetent operations or harboring sinister motives, triggering 
irrational movements which, from time to time, give rise to exceptional 
economic situations. Here then the market is neither efficient nor rational; 
it is simply clueless.

Apart from an apparent consensus that price fluctuations on finan-
cial markets should be described as “turbulent currents” and “pure molec-
ular flurries,”14 there is not just disagreement among various schools of 
thought here but flagrant disunity as to how one payment incident relates 
to another and which forces of reason or unreason drive financial activ-
ity, provide its dynamics, and motivate its anomalies. This problematic is 
further complicated by the question of what the play of economic signs 
actually refers to. In other words, what do movements on the share mar-
ket indicate? How are price fluctuations on stock exchanges and finan-
cial markets to be read and interpreted? What do they have the power to 
represent?

This semiotic question in turn suggests a peculiar ambiguity in 
finance economics. On the one hand, “fundamental analysis” concen-
trates on comparing price movements on financial markets with basal 
economic data: with factors like productivity, returns, cost structures, 
forecast dividends, discount rates, current accounts, or purchasing power. 
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Such factors provide a well-founded reference point for semiotic events 
and a realistic or objective orientation point for pricing. From this more 
or less classical perspective, finance prices and stock market quotations 
hover in the long term around the intrinsic value of companies or even 
whole national economies. Market trends and cycles would in this view 
be merely the more or less direct expression of a mute economic reality, 
which will ultimately assert itself thanks to its true and real underlying 
value.15 A substantial frame of reference can thus be glimpsed beneath the 
fluctuations on currency and stock markets, with their shifting indices 
and quotations, and sufficient grounds for them can be found in the fun-
damental economic data.

On the other hand, the common practice of “technical analysis” 
operates with a form of observation that strictly disregards these refer-
ential dimensions. This is the mantic art practiced by banking and stock 
exchange personnel who, duly initiated into the mysteries of operations 
research and computational finance, glean prognostic clues for short-term 
investment decisions from the charts alone, that is, from their analysis of 
price movement characteristics. Their task is to register probable move-
ments and so produce a composite image emerging from market hopes 
and expectations. As early as 1884, Charles Dow had calculated the daily 
average of a dozen of the most important share prices on Wall Street, 
using the data to create clear profiles of their movements and oscillation 
patterns at daily, monthly, yearly, and even longer intervals. His aim was 
to take a kind of barometric reading of the general business climate. Since 
the 1950s, at the latest, this approach has evolved into a successful busi-
ness practice that decodes the meaning of recurring patterns and graphic 
samples to infer future probabilities from past quotations.

Better than all other data—the intrinsic or nominal value of shares, 
for example—these patterns supposedly reflect the true state of the mar-
ket; they suggest the shape of things to come and confirm the expres-
sive power of graphs to uncover hidden rhythms in the fluctuations of 
share market and currency transactions. Chartists and analysts speak here 
of “trend lines” and “trend channels,” of “bear” and “bull models,” of 
“inverted saucers,” “head and shoulders top,” “scallops,” or “flags and pen-
nants”—all characteristic formations that record trending directions and 
their turning points. These graphs do not purport to represent underlying 
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value references. Instead, decisions about buying and selling are assessed 
solely by the way in which price signals interlink to form a pattern or 
syntagmatic chain. This results, on the one hand, in a kind of fair-hand or 
copybook version of the economic universe; in the trading rooms, signals 
from the outside world line up to form a noise-free tableau. On the other 
hand, it is in these same trading rooms that all the diverse species known 
to the world of finance meet and mingle. As in natural cycles, the market 
continually rehearses the same old motions and goes through the same 
routines. History itself becomes a form of endless recycling.16

From theodicy to oikodicy

These then are the standard models, positions, and procedures with 
which finance economics has endeavored, since the latter half of the twen-
tieth century, to explain and represent the course and temporal dynam-
ics of price formations on foreign exchange and stock markets. They all 
center on the enigma of price movements and fluctuations, as well as the 
related problems of timing and forecasting—and collectively, they bespeak 
a certain perplexity on the part of economics. The need for an explana-
tion of financial activity calls for a comprehensive economic hermeneu-
tics and reveals, above all, a chronic lack of unity in the various practical 
and theoretical formulae for intervention, the diagnoses and prescriptions 
offered by the discipline. All these interpretations and perspectives rep-
resent diverse and ultimately incompatible attempts to explain semiotic 
events situated at the center of modern finance economics. Not only do 
they draw attention to different levels or aspects of the same events; they 
emphasize different, partly contradictory, partly overlapping ideas about 
the coherence of the economic universe.

What is at stake here is nothing less than the logical consistency or 
orderliness of the financial system. What actually constitutes an event on 
financial markets? How does it (re)present itself? What brings it about and 
how does it fit in with other events situated on the same temporal axis? 
Which reality is expressed in the play of price signals and which underly-
ing forces are at work in the modern financial market, setting trends and 
precipitating extraordinary events and crises? In the end, the controversy 
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that rages on all these questions attests to the manifest insolubility of the 
questions themselves.

These are thus articles of dispute within the discipline of economic 
science. Whether or not lessons can be learned about future price flows 
and investments from the history of stock exchange movements; whether 
and how price fluctuations relate to fundamental economic data and con-
ditions in the outside world; whether a fictitious play of signs has become 
detached from the so-called real economy, and if so, how this came about; 
whether movements on financial markets occur by necessity or by chance; 
to what extent sequences of monetary events are motivated or unfounded; 
whether the financial system functions efficiently or chaotically, or both 
at once; whether market dynamics represent rational interaction or the 
purest irrationality: all these questions reveal the models and hypotheses 
of finance economics to be action programs that take a historical and 
prognostic approach to the economic universe without reaching any con-
sensus about what holds that universe together. Together, they lead us to 
the terrain of a dark and confused empiricism. They point to uncertainty 
about what economic reality actually is, and they hold a number of disap-
pointments in store. “In no other field of empirical inquiry,” the economist 
Wassily Leontief observed, “has such ingenious statistical machinery been 
utilized, and with such indifferent results.”17 The enigma of exceptional 
situations, rare events, and black swans remains.

At the vanishing point of finance-economic knowledge stands a 
problematic figure. The critical mass of events endlessly argued over by 
economists resembles a picture puzzle in which reason and unreason, order 
and chaos, a foreseeable course of world events and sheer unfettered con-
tingency appear as indistinguishable. Questions, exegetical efforts, and 
controversies of this kind weigh all the more heavily since they bear on the 
validity of one of liberal economic theory’s oldest and most deep-seated 
convictions: the conviction that market activity is an exemplary locus of 
order, integration mechanisms, harmonization, appropriate allocation, 
and hence social rationality, and that it demands to be represented in a 
coherent, systematic way. That is why it seems justified to identify, at the 
very heart of these disputes and in the explanatory attempts occasioned 
by financial crises, the reprise of a problematic that only older attempts 
to establish a theodicy had been compelled to address with comparable 
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systematic rigor. Given that the capitalist economy has become our fate, 
given too our propensity to look to profit and economic growth to satisfy 
some remnant of the old hope for an earthly Providence, modern financial 
theory also cannot avoid confronting the baffling question of how, if at 
all, apparent irregularities and anomalies can exist in a system supposedly 
based on reason. In Leibniz’s terms: Which events appear to be compatible 
(and hence “compossible”) with which other events? Are relations between 
these events law-governed and if so, by which laws? And how can the 
existing economic world be “the best of all possible worlds”? 

In any case, the questions that Kant used to test whether attempts at 
a theodicy were at all tenable would have to be directed, by analogy, to jus-
tifications of the current financial system. Here too it would be necessary 
to demonstrate that what seem to be “counterpurposive” and dysfunc-
tional conditions are in fact nothing of the sort; or that they should not be 
judged as brute facts but as “the unavoidable consequence of the nature of 
things,” as tolerable side effects of a generally satisfactory world order; or 
that they are to be ascribed, in the end, to the flawed nature of “beings in 
the world,” the limited foresight of unreliable human actors.18 Any such 
proof would require answers to the following questions: Are Greenspan’s 
“irrational exuberances” really exceptional cases, or are they regular pro-
cesses in the life of capitalist economies? Is the distinction between the 
rational and the irrational adequate to grasp the effects of this system? 
Are we really only dealing with the unreliability and limited insight of 
finance professionals? Or is economic rationality directly confronting its 
own irrationality here? Can a form of order be discerned here or merely a 
haphazard aggregate of disparate individual actions? Does the system in 
fact work rationally and efficiently? And is there any plausible narrative for 
events in the finance economy?

Just as the Lisbon earthquake of 1755 once shook modern theodicy to 
its foundations, so the financial tremors of the last twenty years threaten 
to undermine the scientific status of economic theory. What is at issue 
is nothing less than the validity, possibility, and tenability of a liberal or 
capitalist oikodicy,19 a theodicy of the economic universe: the inner con-
sistency of an economic doctrine that—rightly or wrongly, for good or 
ill—views contradictions, adverse effects, and breakdowns in the system 
as eminently compatible with its sound institutional arrangement.
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Idyll of the Market I

Social physics

What comes into question with this oikodicy is one of the founding 
ideas of political economy. According to its assumptions, only the mar-
ket and its players can guarantee spontaneous order, systematic organiza-
tion, and the workings of Providence in the world. The history of political 
economy is the history of this optimistic conception. Originating in sev-
enteenth-century natural law, political advice literature, and moral philos-
ophy, economic science achieves systematic consistency in the expectation 
that, following on from advances in mathematics, astronomy, physics, and 
medicine, laws of motion analogous to those governing the stars and natu-
ral bodies could be discovered in human actions as well. The formulation 
of general laws for the movement of natural bodies—from the astron-
omy of Copernicus to the physics of Galileo and Newton—accords with 
the idea that there is a specific rationality to be found in political and 
social life once it has detached itself from the exemplary model of divine 
world government to seek its principles in itself. By the eighteenth century, 
ever more urgent calls for a Leibniz, a Descartes, or a Newton of politics 
and society were voiced: for someone who would systematize the study of 
social and political dynamics in the same way these illustrious predeces-
sors had systematized the empirical study of nature. When it was claimed, 
for example, that the rules of geometry apply just as much in society as 
they do in nature, or that the law of gravity is no less valid in the moral 
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than in the physical universe, these were no mere analogies. Rather, they 
amounted to the claim that the structure of social order can only be legiti-
mated through the empirical investigation of its mechanisms, forces, and 
elements.

Early Modern debates about reason and natural law had already 
unfolded on the basis of a political epistemology that posited a coherent 
and self-perpetuating order behind disparate individual phenomena, as 
well as law-governed relations between apparently unconnected move-
ments, things, and beings. That is why recourse was so often taken to the 
systemic concepts of astronomy, which provided a model for law-governed 
processes and changes, for relations between forces and movements. It 
is also why attempts were made to develop a politics based on physics 
or mechanics, discovering a hidden interplay of forces behind modes of 
social interaction. And finally, it is why thinkers sought a definition of 
human “nature” as both the agent of these dynamics and their most prob-
lematic example. In Hobbes’s words:

as in a watch or some such small engine, the matter, the figure and motion of the 
wheels, cannot well be known except it be taken in sunder, and viewed in parts; 
so to make a more curious search into the rights of States and duties of Subjects, 
it is necessary (I say not to take them in sunder, but yet that) they be so consid-
ered as if they were dissolved (i.e.) that we rightly understand what the quality of 
human nature is, in what matter it is, in what not fit to make up a civil govern-
ment, and how men must be agreed among themselves, that intend to grow up 
into a well-rounded State.1

If, then, in modern times the earth not only begins to rotate around the 
sun but money too starts to rotate around the earth,2 these revolutions 
are evidently complemented by an anthropological one, which no longer 
presents a mere “image” of mankind but mankind as it “really” is—and 
this redefinition becomes the starting point for new conceptions of socio-
political order. At any rate, ever since the Baroque, teachers of natural law 
and moral philosophers have generally agreed that human beings are no 
longer to be understood simply as zoa politika, as political animals who 
are directly and instinctively adapted to life in society. In contrast to most 
other creatures, human beings have instead shown themselves to be dys-
functional and quite unsuited to communal existence. By nature, they 
are disagreeable companions for their fellows—and an extensive literature 
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about such concepts as “self-love” or “self-preservation” proves that here, 
so far as human beings are concerned, we can only join Kant in speak-
ing of “unsociable sociability” or a “nation of devils.” According to this 
view, “real” human beings find themselves in a hopelessly “ruined state”; 
they are “creatures filled with all kinds of wicked cravings.”3 The cen-
tral focus for political empiricism is now a specimen of the human race 
whose unreliable impressions and illusions, twisted passions and desires, 
must all be taken into account. It is possible to see, in reflections of this 
kind, the emergence of a political anthropology, perhaps even the genesis 
of the anthropological question itself. Above all, however, they constitute 
an essential step toward grasping and realizing new ways of conceiving 
the mechanisms of social interaction. The identification of a new type of 
human being thus coincides with novel conceptions of social order, con-
ceptions in which market events and political economy will ultimately 
assume a privileged role. How is this to be understood? How does this 
human being, who is equally real and corrupt, differ from the old Adam 
of Christian theology? And what is the modern oikodicy based on?

Private vices . . . 

It first needs to be emphasized that human beings of this type—as 
they are described from around the seventeenth century onwards—are 
the creatures of their desires; they are moved by appetite and aversion, 
attraction and repulsion, and hence are constitutionally defined by their 
social deficits and malfunctions. That is not the whole story, however. For 
it was now claimed that, contrary to expectations, these very deficiencies 
were what made it possible for a social order to emerge that works better, 
perhaps, than any other. This is what was meant by the famous formula: 
“private vices, public benefits.” The phrase was first used in Bernard Man-
deville’s early-eighteenth-century work of moral philosophy, The Fable of 
the Bees, and went on to enjoy such great success that it gave rise to a 
comprehensive social theorem. As Mandeville saw it, human beings are 
by nature dominated and their hearts inflamed by affects, desires, and 
passions, including even such formerly deadly sins as superbia, avaritia, 
invidia, luxuria, that is, pride, avarice, envy, and gluttony. All the same—
so Mandeville’s argument goes on—it is not the moderate tendencies but 
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precisely the immoderate ones that are genuinely creative, cunning, and 
productive; furthermore, all these various passions incite and agitate each 
other in such a way that they ultimately balance each other out and com-
pensate for each other’s ill effects. Thus one man’s avarice holds another’s 
“prodigality” in check, so that through their scheming and cunning they 
both contribute to the common good.

That is the central point of the argument: what in individuals 
appears sinful, irregular, and reprehensible gives rise, in the big pic-
ture, to a dynamic and harmonious order. As Mandeville writes, a 
good statesman only has to reckon with the worst in his subjects; he 
has no need to take virtues and moderating qualities into account, 
only the extremes of unbridled passion. He observes their vices acting 
like a reagent, combining and reacting with each other; he sees how 
“both melt away alike, and they consume themselves by being ben-
eficial to the several compositions they belong to.”4 Modern humans 
come into the world not merely as rational beings but as particularly 
passionate subjects who can transform even the old Christian deadly 
sins into new social assets.

Precisely because human beings are asocial—this is how the sur-
prising argument goes—they help contribute to social order; precisely 
because they are unreliable, they can be integrated into society as reli-
able, known quantities. How is this possible? By what mechanism can 
lawfulness be produced from anomic beings? What dynamic is at play 
here and what is its overall function in the system? Here too the answers 
given by the English empiricists, French moralists, and German social 
engineers coincide in one essential point: all these affective dynam-
ics come together in the mechanism of self-interest. At the heart of all 
(mis)deeds and passions, all desires and inclinations, lies an irreducible 
element which, since the seventeenth century, has gone by the name 
of “interest” or “self-interest.” The concept of (self-)interest probably 
originated in raison d’état or national interest before passing into social 
theory—and the aspects that enabled it to become a theoretical and 
practical cornerstone for the order of modern commercial relations will 
be sketched in very general terms below.5
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Interests

In the first place, interest is to be understood as a final, indissoluble 
atom of social relations: all behavior, even the most apparently disinter-
ested, is ultimately motivated by self-interest. Whatever someone wants 
or desires, wherever inclination or passion drives him—in any more or 
less conscious decision-making process the logic of preference is at work 
and it always culminates in what is best for oneself. Even the vilest crav-
ings and most heated passions are stabilized by a trace element of self-
interest that dictates the choice of the more pleasant, less painful option. 
Self-interest thus proves to be a form of volition that works not through 
asceticism, self-mastery, and restraint but, on the contrary, through self-
assertion. Self-interest does not countenance self-denial. It functions as 
an unprincipled principle. It is realized in concrete situations, in the face 
of concrete alternatives; it knows no universal (moral) laws and reacts to 
the chance nature of world events. Interested subjects are therefore any-
thing but moral or legal subjects; they refuse to be denied. Crucially, how-
ever, those who act out of self-interest have no alternative but to cooperate 
with others in trade and exchange. In communicating their inclinations, 
they create the ground rules for social engagement. It is in self-interest 
that the inclinations and passions of all parties meet, and it is precisely in 
their pursuit of that interest that the social and political laws of nature are 
revealed. Just as natural bodies succumb to the law of gravity, so society 
is determined by the law of self-interest. Therein lies the analogy between 
physics and human interactions: the laws of cosmology dictate the govern-
ment of society. As the French moral philosopher Helvetius put it, “If the 
physical universe is subject to the laws of motion, the moral universe is no 
less subject to those of interest.”6

Taken together, all these changes add up to nothing short of a moral 
and anthropological revolution. The image of mankind formed in the 
seventeenth and eighteenth centuries is one unblemished by original sin. 
Human beings are neither good nor evil, neither devilish nor angelic, but 
functional and dysfunctional at one and the same time. They are dysfunc-
tional because they participate in society only reluctantly and by chance; 
and they are functional because this very reluctance ensures that every-
one’s self-interested pursuit of his own desires and aspirations results in a 
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lawful and predictable whole. This is the law of society, and it makes for 
better government than all other moral precepts or legal rules. An older 
wisdom that perceived public loss in private gain and demanded that lim-
its be set on private interest “so that your neighbor too may live”7 is thus 
inverted and transformed into a system of fruitful opportunism.

Since the seventeenth century, then, deep within the human breast 
a heart has been beating that burns with desire; all desires and passions, 
however, only serve to mask a naked, irreducible element of sheer self-
interest. This is what drives social interactions, producing order out of 
disorder and lawfulness out of lawlessness. Even today there are those 
who continue to identify in this process a mechanism for transforming 
sporadic isolated actions into predictable and orderly sequences. In his 
critique of the behavioral foundations of economic theory, for example, 
Amartya Sen remarks: “It is possible to define the interest of a person in 
such a way that in every single decision they make they are seen to be 
following their own interests.”8 At the same time, self-interest became the 
motivating force of a new, “realistic” type of human being, who now had 
to be redefined as homo economicus. His various passions and interests 
provide the mechanism by which social reality is produced in the first 
place. As a result, a systematic web of interrelations arises, natural law is 
installed in the midst of society, and a particular system of human inter-
actions is privileged that is finally realized in the market economy. The 
way of thinking about markets and economic systems that took shape 
from the seventeenth century onward relates not only to relations between 
prices, commodities, and payments, but also to the domain governed by 
the law of self-interest, and therefore to the essentially economic substrate 
of human nature. This substrate is the medium by which an elementary 
form of social reality directly reproduces itself, a medium that connects 
stimuli with responses and responses with communications. This leads to 
a further question in the present context: what makes for the efficiency 
of homo economicus? How exactly does he navigate these systems? What 
concrete form does his law-governed activity take? And what role does he 
assume in a new oikodicy?

This new human type, driven by self-interest, moves so confidently in 
an inscrutable world because he himself is blind and limited, sees everything 
with the “foolish mole-like eyes of egotism,”9 and does not aspire to any 
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kind of overview. He operates like a tiny island of rationality in an entirely 
contingent and irrational world. Like one of his most illustrious models, 
Robinson Crusoe, marooned on his desert island, he knows that order in 
the world is neither preestablished nor impossible but must be wrested into 
being. Homo economicus specializes in making fresh starts and coping with 
difficult situations; he is able to do so because he categorizes things in the 
world, not according to whether they are good or bad, true or false, just or 
unjust, but by the criteria of profit and loss. To this day, economic theory 
has testified to this truth: there would be no “economic” human beings if 
reality did not afford an opportunity for organizing the multiplicity of its 
phenomena and signals in a hard-headed, business-like way, according to 
the advantages and disadvantages they present. Those who follow their own 
inclinations and interests insist on the limited nature of those inclinations 
and interests. Furthermore, they single-mindedly disregard the rest of the 
world, assuming at best that everyone else shares their own narrow-minded-
ness, which transforms passions into interests and interests into advantages. 
Their rationality is rational only because it remains undemanding and local. 
As a subject, homo economicus would therefore be constrained by his limited 
knowledge; failing to see the sequence of causes and effects, he would him-
self produce effects that he does not recognize, does not intend, and which 
escape his blinkered perspective.

Invisible hands

It is, however, precisely these unintended effects, originating from 
limited interests and selfish tendencies, which cannot help turning out 
to the good of the whole. This turn became a commonplace of bourgeois 
moral philosophy in the eighteenth century; by furthering talk of a “har-
mony of interests,” it created the expectation of an earthly Providence.10 It 
is exemplified, above all, by an image that gained notoriety, at least with 
Adam Smith, as the “invisible hand,” an image which to this day still 
illustrates the assumptions made by political economy about order in the 
world. The famous reference from The Wealth of Nations (1776), the sec-
ond book in a lecture course on moral philosophy, reads as follows:

He [the economic agent] generally neither intends to promote the public interest, 
nor knows how much he is promoting it. By preferring the support of domestic to 
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that of foreign industry, he intends only his own security; and by directing that 
industry in such a manner as its produce may be of the greatest value, he intends 
only his own gain. And he is in this, as in many other cases, led by an invisible 
hand to promote an end which was no part of his intention. By pursuing his own 
interests he frequently promotes that of the society more effectually than when 
he really intends to promote it. I have never known much good done by those 
who affected to trade for the public good.

Transparent nontransparency thus prevails here. On the one hand, there is 
evidently some quasi-divine point from which the workings of the whole 
system appear fully transparent. On the other hand, the system only works 
if no agent occupies this position. The satisfaction of needs—and hence 
social reciprocity—does not depend on the goodwill of the individual, 
whether it be the butcher, the baker, or the candlestick maker, but rather 
on the fact that individuals are perpetually in conflict, “perceiv[ing] their 
own interests” only and looking out for their own advantage. Social order 
is not built on oversight, charity, and cooperativeness. When it comes to 
communicating our interests, it is much more a matter of “negotiating, 
exchanging and purchasing”; in trade, self-interest ultimately discovers 
the principle of social reason.11

This brings us to one of the most important components of the new 
social law and the oikodicy, a defining feature of homo economicus and 
his milieu, the market. Economic beings are reliable on account of their 
very limitations, they are social due to their lack of sociality, and it is 
only through their self-interested participation in trade that they can be 
brought to serve a purpose extrinsic to themselves. Above all, they best 
exercise control over themselves and others if they are left uncontrolled. 
There is nothing—and this will be one of the leitmotifs of the liberalism 
to come—more harmful than a government that wants to do good. On 
the contrary, what is called for here is a Mephistophelian agenda, one that 
takes its cue from a power “which would do evil constantly and constantly 
does good,” inadvertently producing what is best for all. Civil society, 
which constitutes itself as the milieu of homo economicus, is governed by 
the principle of nontransparency or inscrutability; there is no benevolent 
political actor, possessed of an all-encompassing overview and piercing 
insight, who might be willing and able to do what is good for everyone. 
And it is precisely the blindness of self-seeking interests, rather than any 
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clarity or broadness of vision, which guarantees the pursuit of a universal 
goal. That is what it means to say that homo economicus is the subject of 
his limited interests but the medium of civil society.

Although Adam Smith was responsible for coining one of the 
most popular slogans for describing how a market economy operates, its 
semantics are determined by two further aspects. On the one hand, if 
we follow the tangled history of the “invisible hand” metaphor, we can 
see how through this metaphor theological and cosmological questions 
were deposited in the field of social ontology. A century before Adam 
Smith, for instance, the metaphor referred to something secretly at work 
in relations between natural things, a cosmological phenomenon that, 
like the mechanism of a clock, hides behind the clearly visible hands and 
dial: “For Nature works by an Invisible Hand in all things.”12 The manus 
gubernatoris of Scholastic philosophy, the guiding hand of God invisibly 
directing all Creation, returns as an influential theological metaphor for 
the Providence manifest in the natural order, the oeconomia naturae. And 
before the “invisible hand” appeared in Wealth of Nations as a topos for the 
law-governed activity that turns self-interest and the striving for gain to 
the general good, this expression occurred in Smith himself in an entirely 
different yet equally significant context.

In his History of Astronomy, probably written around 1758, not only 
did Smith attempt an apologia for the Newtonian world system, with its 
laws of gravity and inertia; he also casually remarked on the inability of 
polytheistic religions to trace irregular events in the natural world—events 
in which they saw the miraculous power of the ancient gods at work—
back to regularly occurring patterns. While it is only natural that “fire 
burns and water refreshes,” or that “heavy bodies descend and lighter sub-
stances fly upward,” extraordinary phenomena such as lightning, thunder, 
or storms call for explanation—and for this the ancients would in the end 
simply turn to Jupiter’s “invisible hand.”13 Here too the invisible hand 
is treated as a cosmological fact; and just as an invisible hand will later 
bring the unpredictable inclinations of self-seeking subjects to order, so 
too here an invisible hand shows how irregular natural events manifest the 
workings of divinely ordained laws. As a result of such supernatural inter-
vention, earthly matters are brought into conformity with Providence, 
irregularities are translated into order, and diffuse forces and movements 
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are made to bear witness to an invisible power linking them together. All 
this activity by invisible hands indicates that hidden manipulations—in 
the most literal sense—intervene both in the natural course of events and 
in the dynamics of social interaction.

On the other hand, it should not be forgotten that Smith presented 
another version of his concept of the “invisible hand” in the first volume of 
his 1759 essay on moral philosophy, The Theory of Moral Sentiments. And 
here homo economicus is defined by more than his failure to see the whole 
situation, his lack of a comprehensive overview. Economic beings can only 
function to the extent that they are always missing something even more 
fundamental. In Smith’s words, the “proud and unfeeling landlord” may 
let his gaze wander over his vast fields and in his imagination consume the 
entire harvest without even sparing a thought for “the wants of his breth-
ren.” The “capacity of his stomach,” however, “bears no proportion to 
the insatiability of his desires,” functioning instead as a physical or rather 
physiological limit. That is why he must distribute the rest of his har-
vest whether he wants to or not, and it is also why it is precisely through 
his desire for more “luxuries,” “baubles and trinkets” that he satisfies the 
needs of others. Despite or precisely because of their “natural selfishness 
and rapacity,” the rich share their wealth with the poor. In Smith’s words, 
this means that

they are led by an invisible hand to make nearly the same distribution of the nec-
essaries of life, which would have been made, had the earth been divided into 
equal portions among all its inhabitants; and thus without intending, without 
knowing it, advance the interest of the society and afford the means for the mul-
tiplication of the species.14

Here too the drive to satisfy blind egoistic impulses advances the gen-
eral good. Furthermore, Smith introduces a permanently insatiable desire, 
one that is more or less unlimited, goes beyond needs and their satisfac-
tion, and even exceeds the capacity of the body containing it. Marx was 
later to call this the “addiction to abstract pleasure,” displayed by capi-
talists, whose drive to accumulate money and capital stands out of all 
proportion to any real concrete need. And this is a further characteristic 
both of economic beings and the economic system they propel. For the 
basic components of this system are not simply commodities or necessities 
but object relations, preferences, wishes, and desires—and it is precisely 
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their immoderate nature that guarantees a modicum of balance in the 
system overall. Since the end of the eighteenth century, at the latest, eco-
nomic subjects have been produced by internalizing what they lack; they 
have become automata of desire who must necessarily want what they do 
not receive. Like Goethe’s Faust, homo economicus is someone who feels 
the pang of emptiness in plenitude, discovers what he wishes for when 
he misses out on it, and ultimately masters the art of insufficiency—the 
art, that is, of searching in infinite striving for finite and always scarce 
commodities. This is the “desiring-machine” (Deleuze/Guattari) of homo 
economicus, who with his egoistic preferences, unintended consequences, 
limited knowledge, and limitless desires wants what he cannot do and 
does what he cannot want.

Homo economicus

Since the seventeenth century—to put it briefly—the discourses of 
natural rights and moral philosophy have provided some of the building 
blocks for an all-purpose definition of homo economicus. These discourses 
connect assumptions about the state of the world with presuppositions about 
human nature, and they have led to a long-lasting, radical change in the 
moral household and in the economy of human interrelations. This means, 
first, that modern homo economicus appears on the scene not merely as a 
rational subject but also as a passionate one, whereby these passions are reg-
ulated via a mechanism of interests. Second, he acts as a blind subject with 
limited knowledge. It is precisely through this blindness that he produces—
unintentionally and unconsciously—harmonious social relations. For this 
reason, he follows a specific path in life. Homo economicus acquires wisdom 
through his ignorance and gets ahead in life thanks to his limited aware-
ness and narrow horizons. Incidentally, a similar contradiction can be found 
in the plot structure of the German Bildungsroman: Wilhelm Meister, too, 
arrives at his rightful place in life precisely through his limited knowledge 
and the unintended consequences of his actions, as if steered there by an 
invisible, “higher hand.”15 Third, homo economicus is an enemy of the state 
in a special sense. As far as he is concerned, the implementation of a good 
system—involving laws, institutions, administration, and so on—conflicts 
with the good implementation of systematicity itself. With his appearance 
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in the sphere of a liberal economy from the late eighteenth century onwards, 
an obstacle or “bane of excessive government” is now discerned and the 
mechanism of the market becomes the test for the efficiency of all the “arti-
ficial arrangements” that shape the life of “civil society.”16 And fourth, this 
hostility to government interference does not detract, as might be expected, 
from homo economicus developing into an eminently governable character 
type. The priority given to economics, trade, and market forces creates a 
milieu in which the desires and interests of homo economicus regulate and 
control themselves, balancing and offsetting each other in the process. The 
law that establishes order here is not external to individual players. It arises 
from their selfish hearts and governs them better and more effectively than 
any ruler; it acts, in short, as an invisible hand. Homo economicus—this 
will be his constantly repeated claim—no longer needs either the wise law-
maker or the prudent politician. Civil society, which has been created by his 
agency, gives itself over to a dynamic in which the players, for all that they 
may behave erratically and idiosyncratically as individuals, are nonetheless 
predictable and calculable as a collective and can therefore be expected to 
conduct themselves in accordance with legal statutes and moral principles. 
For this reason, the market is not just one forum among others but the site 
of social order as such: a catalyst that, in transforming passions into interests 
and selfish interests into amicable concord, directly follows a law of nature. 
The various evils—and in this we hear the echoes of an older theodicy—
are more than just a necessary part of the system; they are what justifies its 
harmonious mode of operation.

All these elements define the domain of homo economicus and form 
a liberal idyll of the market that inspired characteristic Enlightenment 
praise of the “sweet” and “gentle” spirit of trade,17 but also sends more 
recent representatives of the discipline of economics into raptures. Milton 
Friedman, for one, maintained that we have the miracle of the free mar-
ket to thank for the fact that prices arising from voluntary transactions 
between buyers and sellers actually coordinate the activities of millions of 
market participants. The price system takes over the task of replacing an 
absent center and guarantees that social order emerges, as unconsciously 
as it does unintentionally, from divergent individual forces. Without hav-
ing to love each other, indeed without really even having knowingly to 
cooperate with each other, we all work towards the common good by 
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pursuing our own self-interest. Under the aegis of that ominous invisible 
hand, our sole responsibility as economic agents is to be responsible for 
nothing and nobody but ourselves.18

Naturalism

Put somewhat crudely, we would have to speak here of the emer-
gence of a liberal despotism. A market of this kind not only demands a 
certain amount of effort to free its subjects to pursue their own desires 
and interests. The expansion of local markets into a market society also 
requires that the relationship between economics, politics, and society be 
recalibrated. The market is charged with executing a law of nature, as it 
were, and all other laws and institutions are to be assessed by the way they 
ensure compliance with this natural law, thereby guaranteeing the sponta-
neous operation of economic mechanisms. In this respect the market has 
become an arena for the realization of practical reason.

This momentous moral-philosophical shift was probably first made 
explicit by the physiocrats, the politico-economic theorists to whom the 
earliest attempts at a systematic account of economic life may be attrib-
uted. For this was precisely what the physiocrats had in mind when they 
talked of a despotisme légal. Whereas the order of nature (ordre de la nature) 
defines the rules of economic exchange and in so doing follows the dictates 
of an immutable natural law, the task of the moral order (ordre naturel ) is 
to make all market participants duty-bound to act on guidelines that com-
ply with the principle of this natural law. This results in a “jurisprudence 
of mankind,” a jus publicum universale that aligns institutions, legal prin-
ciples, and rules of behavior with natural processes and discovers the site 
of their conformity in market mechanisms. The market guarantees that 
natural laws can pertain equally to moral life; and the forces of the market 
make it possible for economic law, in particular, to represent natural rights 
in general.19 One inevitable consequence of this overall accommodation 
to the market is that the distinction, stemming from the modern theory 
of the state, between civil society and the state of nature no longer makes 
sense. The market cancels or elides this distinction and eliminates the 
associated aporias of natural law. It circumvents the social contract and 
presents itself as a kind of civil état de nature.
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What later goes by the name of “liberalism” thus first took the form 
of naturalism, which defined so-called market freedoms primarily in terms 
of a duty and an obligation: the duty to relinquish control of economic 
subjects and a corresponding obligation to subordinate governments and 
their agents to primordial market laws. This naturalism of governance20 
applies the principles of natural law to institutions and thereby lays claim 
to a moral-philosophical justification for liberal economics, but it is really 
built on theoretical foundations that secure the legal force of economic life 
in the first place. For the market becomes the gold standard of economic 
and social legitimacy only on condition that it provides a paradigmatic 
example of balance and equilibrium. In the context of protracted debates 
about the allocation of grains and foodstuffs, this means that reflections 
on the market have been determined, since the middle of the eighteenth 
century, by the question of the relationship between the system of needs 
and the corresponding supply situation. The movements of the market 
are dictated by the dynamics of prices. Here, in the relation between sup-
ply and demand, we discover the mysterious “equilibrium of the whole”; 
here too, in the process of price formation on free markets, we discover 
the hand of Providence working with “boundless love” to turn human 
commerce and all the desires circulating through it to the common good. 
The benevolent work of nature recurs in the balance and equilibrium of 
trade.21

System of prices

Thus exchange, or more precisely the buyer-seller relationship, 
becomes the basis of all social relations, so inaugurating political econo-
my’s love affair with Robinsonades: take three islands, one of which pro-
duces only crops, the second only wool, and the third only wine. The 
surpluses of one island answer to the needs of the other two; and where 
surplus products are exchanged for necessities, not only is the insularity 
of each island cancelled out but a balance is struck between two desires, 
which are equalized and harmonized in a fair, appropriate or “natural” 
price. In essence, this is why the circulation of commodities and money 
was pictured as a system of communicating vessels, in which ongoing 
exchange operations cause surpluses to flow where they will be most 
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useful and necessary and where they can continue guaranteeing the bal-
ance of the whole.22 In this respect, too, Adam Smith was to offer a sys-
tematic account, formulating a price theory that still provides inspiration 
today for its “beauty” and for representing the first achievement of a “free 
economic order.”23

Smith’s equilibrium theory is determined by the fortuitous correla-
tion between two interacting price types: on the one hand, the actual 
market prices, which result from the fluctuating proportions of supply and 
demand; on the other, the intrinsic, central, or “natural price,” calculated 
by factoring in expenditure on ground rent, wages, and capital gain. And 
this goes to show the beneficence of the system: the “interest” of all “labor-
ers,” “dealers,” and “landlords” always works to ensure that the “natural 
price” is, so to speak, the central point toward which “the prices of all 
commodities are continually gravitating. Different accidents may some-
times keep them suspended a good deal above it, and sometimes force 
them down even somewhat below it. But whatever may be the obstacles 
which hinder them from settling in this center of repose and continuance, 
they are constantly tending towards it.”24 Even if sudden and apparently 
inexplicable price fluctuations should cause anxiety, even if monopolies, 
state interventions, or privileges may obstruct or falsify the play of mar-
ket forces, economic science has a soothing explanation to hand: just as 
heavenly bodies periodically rotate around a stable orbit, according to the 
analytic mechanics of Lagrange or Laplace, so market prices, which are 
more or less a matter of chance, likewise oscillate in the long term around 
a natural price and find a rational basis in this price. With that, not only 
do they provide the optimal distribution of all resources; they also make 
it possible for entire national economies to strive towards a state of equi-
librium. The market solves a problem of justice and distributes wealth 
in appropriate portions. There may be little agreement about the actual 
status to be accorded this equilibrium in the nascent discipline of politi-
cal economy (for example, about whether it should be understood as an 
optimum, a principle, or a reality), and Smith himself may never have set 
out exactly what he understood by equilibrium; nonetheless, equilibrium 
theory became a crucial element of economic knowledge and was passed 
on through Ricardo, Walras, Jevons, and Pareto to the doctrines of the 
twentieth century.25 Economic theory was born as a theory of equilibrium.
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A kind of theoretical wish fulfillment was thus formulated with regard 
to market mechanisms. The question of the laws governing social interac-
tions leads from blind passions and selfish interests to the question of bal-
ance and equilibrium. Such equilibrium is only guaranteed, however, by a 
market in which disparate tendencies, forces, and interests are coordinated, 
moderated, and harmonized by the system of prices. The dynamic of price 
formation thus not only presents an analogy to the cosmic order, in which 
gravitational forces ensure the evenness of eternal heavenly orbits despite 
all their apparent irregularities. It also provides sufficient grounds for social 
order to be possible in the first place. The market is both the means and the 
end of organized social relations. This model of market activity was to have 
a great future. In this model, the mechanisms of human interaction take 
after the processes of economic life, while these processes in turn function 
in line with market forces and price movements. According to such a view, 
it is the market that translates spontaneous, isolated actions into orderly 
consequences. It is the market that establishes a satisfactory relationship 
between demand and production costs, allowing prices to gravitate towards 
the natural or true worth of the products traded; and market forces are 
ultimately what guarantee the optimal allocation of resources, commodi-
ties, and wealth. Finally, since Adam Smith, economists have believed it is 
the mechanism of the market that transforms the disparate activities and 
interests, the willful behavior of its players, into a rational or law-governed 
set of relationships, thereby setting it on a providential course. Where global 
conditions have become inscrutable, human beings deficient, and their fates 
obscure, the market has apparently created a limited yet impregnable pre-
serve of bourgeois order. From the eighteenth century right up to the pres-
ent, the theory of free markets has thus set about crediting market processes 
with an exemplary capacity for maintaining order, thereby establishing a 
standard that, better than any other model, can serve as a measure of har-
monious social order.

Interpersonal relations are rationalized in trade and the exchange of 
goods, but it is precisely for this reason that the market and the price sys-
tem are more than just a matter of economics. Little as Adam Smith should 
retrospectively be held to account for offering an unabashed apologia for 
emerging capitalism or for reducing social life to purely economic activity, 
it is thanks to him that economic processes were seen as foundational to 
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society and the market understood as the instrument of a spontaneous 
social order. The “economic ideology” was formed not on the periphery of 
modern social thought but at its center. The idea of the market attests to 
its origins in moral philosophy and occupies the place of a practical truth 
in the scientific study of politics, society, and history.26 In the apotheosis 
of this idea, the laws of social interaction have been naturalized. What 
since the eighteenth century has been called civil society was founded in 
the idyll of the market and stands or falls with this oikodicy.



 3

The Time of Capital

Equilibrium

The ideas of balance and equilibrium are viewed to this day as the 
most important contribution of economic science to a general understand-
ing of social processes. An oikodicy has formed around these key eco-
nomic principles, a liberal idyll of the market that offers a kind of fable 
about the evolution of market society. This oikodicy describes how scat-
tered market players, keen to trade and motivated by self-interest, react 
to price signals and seek each other out in the marketplace. In doing so, 
they act on the assumption that market laws and mechanisms make for 
an exemplary form of distributive justice, as well as providing a basis for 
social order and an efficient instrument for the implementation of prac-
tical reason. The liberal discourse of political economy does something 
even more remarkable, however. It opens up new perspectives in social 
ontology by drawing together certain traditional lines of thought and pre-
suppositions, including the anthropological substrate of homo economicus, 
cosmological ideas of systematic functioning, and various physico-theo-
logical rudiments.

Since Adam Smith, at the latest, hypothetical notions of “balance” 
have been an essential prerequisite for the reconception of society as “mar-
ket society.” We speak of balance between divergent interests, between 
buyers and sellers, between supply and demand, between quantities of 
goods and money, and between natural or “intrinsic” values and market or 
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“exchange” prices. Even if the concept of equilibrium has taken different 
theoretical and epistemological forms on its journey from classical econom-
ics, via the marginalists of the nineteenth century, to twentieth-century 
neoliberalism, these versions share a limited spectrum of basic assump-
tions. They assume that all market players are interested in maximizing 
profit or use-value, that a self-regulating relationship between different 
quantities, forces, and other factors obtains, that exchange mechanisms 
operate most effectively when arbitrary intrusions and interventions are 
kept to a bare minimum, and hence that the market should be seen as an 
exemplary arena for the clarification of otherwise inscrutable and opaque 
forms of social interaction.1 Whether market equilibrium is understood 
as trivial, mechanical, and deterministic or seen rather to result from a 
complex system of dynamic forces, it is by reference to this idea that the 
market becomes a fundamental social institution, and indeed that society 
constitutes itself in the first place.

That also affects the distinctive character of political economy, 
together with its status as a discourse and as a theoretical practice. On the 
one hand, this means that economic theory itself adheres to a principle of 
economy: it trusts in Ockham’s razor, reduces complexity, relies on neat 
models and effective simplifications, and in general accepts that the world 
is simpler than we think it is. The adoption of idealized, decentralized 
models of the market, which reduce the opacity of commercial interrela-
tions to the competitive reactions of rational agents, is indispensable if 
one wants to operate with coherent economic systems in a coherent way. 
Political economy always has a range of robust theories to offer. On the 
other hand, however, those who operate with such theories do not apply 
them naively. For it is by no means certain that fully decentralized mar-
kets actually exist—markets, that is, that are motivated by self-interest, 
guided by price signals, and guarantee a perfect distribution of economic 
resources. The less such abstractions apply to the confused situations that 
prevail in the real world, the greater is the intellectual onus on political 
economy to demonstrate that even if there are no such things as ideal 
markets they nonetheless could exist. In other words, while the assump-
tions behind such markets may not be “realistic,” they do at least stand a 
chance of being realized.2 It may be possible to detect the workings of a 
social imaginary in all this, by which we mean those efficacious fictions 
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which inform the self-understanding of societies, coordinate social and 
symbolic practices, and provide intuitively justified images or self-evident 
truths to determine how society functions and which options for action 
are available at any given time. Accordingly, the fiction of self-balancing 
market forces provides a privileged source of images from which modern 
societies draw their self-representations.3

What this conception provides above all, however, is the lasting core 
of a liberal oikodicy: it ensures the integrity of a possible world. It justifies 
itself not simply by reference to what is, but to what might yet be realized. 
However pragmatic or visionary political economy may have been since 
its emergence in the eighteenth century, it has clearly never constituted 
itself by simply documenting the developments and processes of actual 
economic events. The concept of the market took shape before the market 
began to function. Although political economy is at pains to insist that it 
transcribes real-world relations, this reality is still seen as unfulfilled, as an 
all too incoherent and incomplete process. Its realism is prospective; it is 
always anticipating a virtual reality which it projects into objects and rela-
tions. That is the distinguishing feature of the dual structure of modern 
economic science or, if we can put it this way, its performative force: the 
concept of the market is at once a model and a “truth program” (Fou-
cault). It is thus fully invested in the challenge of making the laws of the 
market themselves come true. Facts and events are interpreted in terms of 
how they fit into this project; reality is defined in terms of what can be 
realized. Modern political economy thus focuses primarily on the ques-
tion of how the possible world of the market—and hence history itself—is 
a priori feasible. This question can be restated with Kant’s philosophical-
historical irony: as far as the project of political economy is concerned, 
it can be said that here “the prophet himself occasions and produces the 
events he predicts.”4

Competition

This has two consequences, which shape the themes of modern 
political economy and define its discourse. First, from the nineteenth cen-
tury (if not earlier), the idea of competition is assigned a crucial logical 
and strategic position in arguments about market activity. According to 
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a programmatic essay written by Friedrich Hayek in 1968, the distinctive 
methodological feature of competition theory is that it can only prove its 
worth in the first place by denying all need for empirical verification. To 
the extent that competition and rivalry mean that agents in ill-defined sit-
uations act in unexpected ways to produce unpredictable outcomes, the 
concept of competition only makes sense if it is not tested on individual 
empirical cases. It thus presupposes the constitutive openness of competi-
tive processes. Nobody knows who will win or lose in a competitive situ-
ation, or how, where, and when something will be won or lost, or what 
that will be. All that can be verified is that competitive societies distribute 
opportunities for competition more efficiently than other social systems. 
This means that an economic theory of competition cannot make defini-
tive statements about the future of particular events and allocations, only 
statements about the kinds of structure and patterns of order that arise 
from competition.

Competition makes pattern prediction possible. This is due not least 
to the good fortune that the price system offers incentives to privilege 
actions which will ensure that further actions and options for action are 
aligned with the price system. That is why the patterns generated by this 
practice do not reflect an organization that is goal-directed, purposeful, 
and governed by a hierarchy of aims. They have the character, rather, of 
a spontaneous order or “catallaxy” which has a general purposefulness 
rather than pursuing any ultimate goal.5 Market competition comes close 
to providing something that is actually impossible: a providential over-
view. And what presides over everything here, time and again, is Adam 
Smith’s invisible hand: it is the system of prices and payments that pro-
duces expectable expectations and brings about a reciprocal adjustment of 
individual plans; it is the price system that coordinates demand and sup-
ply and sets up “self-organizing systems” by means of negative feedback; 
and it is the price system, finally, that directs the impersonal, noncoercive 
force of competition and brings about, if not a stable equilibrium, then at 
least an unsteady approximation to such an optimal state.

Two different aspects of this idea of competition are worth noting. 
On the one hand, the rationality of economic transactions is reinscribed 
here in a new code: the exchange “mechanism” becomes the “web” of 
competition. Competitive societies are understood as being defined less 
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by reciprocal trade relations—as was still the case in the eighteenth cen-
tury—than by competitive differences or inequalities. And whereas the 
market once fulfilled the (liberal) natural law of self-interest, it now fol-
lows the (neoliberal) idea or form (ēidos) of competition. Competition is 
declared the “soul” of the economy, the “life-spirit” of production, an all-
determining principle of “gravitation” in the market, as it were.6 And it 
characteristically enjoys a formal privilege insofar as it coincides with an 
order that can persist through change, even if it may only approximately, 
to a greater or lesser extent, maintain itself in a state of equilibrium. Com-
petition is thus the kind of abstract ideal that is only more or less evident 
in actual market events. And this means, on the other hand, that compe-
tition is not a fundamental state of affairs but must be established, pro-
moted, facilitated, and accomplished.7 Competition does not exist already; 
it is a historical goal which requires proactive and resolute policy-making. 
It calls for a government that dictates the rules of the game, ensures they 
are observed, and encourages players to participate. Its freedom is not 
conditional on the weakness or absence of state controls; on the contrary, 
to gain real historical ground it depends on political vigilance and state 
intervention. Competitive societies must continually manage and enforce 
the conditions for competition and rivalry. And what has for some time 
been called “deregulation” always goes back to an ensemble of forceful 
interventions. 

Physicalism

The second consequence is that the liberal oikodicy—with its invis-
ible hands and balancing forces—is bound up with the use of a discourse 
that can only be called “physicalist.” This term not only expresses the 
hope that political economy could become a positive science, a value-neu-
tral scientific institution on the model of physics.8 It also suggests how 
the history of political economy is punctuated at key moments by ideas 
of economic functioning that are directly modeled on natural laws. The 
drives of divergent interests were thought to be coordinated by the same 
laws as Newtonian gravity, for example, while the circulation of goods and 
money was understood, from the eighteenth century right up to the twen-
tieth, in terms of the hydrodynamics of currents, characterized as a system 
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of communicating vessels, pipes, wells, and tanks. There are also clear 
links between energetics and the neoclassical school, while the marginalist 
renewal of political economy oriented itself toward the treatment of vari-
ation and limit problems in the natural sciences. A final example is fur-
nished by statistical mechanics and stochastics, which acquired renewed 
relevance in the latter half of the twentieth century thanks to discussion 
of random movement and probability on financial markets.9

In all such cases we are not merely dealing with analogies and meta-
phoric transfers, nor does political economy simply borrow images from 
the natural sciences. Correspondences of this kind reveal an essential 
motive for the increasing mathematization of economic science since the 
nineteenth century. In searching for a way to formulate rules for maintain-
ing equilibrium, political economy was inspired by the natural sciences 
and responded by having recourse to mathematical models. By investigat-
ing the problem of how different volumes, quantities, and interactions 
can be represented in their interdependence and balance, and by pursu-
ing the question of how equilibrium and stability in complex economic 
exchange relations are at all possible, the discourse of political economy 
crossed the threshold to formalization and moved asymptotically closer to 
mathematical physics.

If since the nineteenth century economic knowledge has thus shown 
a tendency not only to adopt the trappings of a science but also to formal-
ize its axioms, this is essentially due to its assumption that there is a ratio-
nal force for order at work in market events and to its trust in the market’s 
capacity for homeostasis. The “beauty” of the system is on the line here. 
Political economy was established as a general theory of equilibrium and 
adduces the ability of the market to solve problems of disequilibrium as 
evidence for the truth of this theory. For a theory of economic dynam-
ics, this means that its concepts and criteria must have the capacity to 
describe adequately a given state of the system at any particular point in 
time and therefore reliably predict future system-states. This requirement 
or theoretical profile probably also accounts for the astonishing durability 
of Newtonian semantics in economic theory. Newtonian mechanics was 
considered exemplary for such a long time because, in yielding knowl-
edge about the current state and momentum of bodies, it could be used 
to depict all future conditions, dynamics, and system-states as well. It is 
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therefore hardly surprising that orthodox economics continued to cling 
to analogies drawn from the equilibrium theories of physics even when 
physics itself had already taken leave of the principles of classical dynam-
ics and, since the end of the nineteenth century, had begun to doubt the 
homogeneity of integrable physical systems.10

The idea that balancing forces are inherent to market activity is 
therefore more than a helpful simplification or, perhaps, a utopian sub-
strate. Even if it is not really possible to know whether real economies 
actually tend toward balance, assumptions about equilibrium must be 
seen as a logical or theoretical necessity. The systematic nature of eco-
nomic science could not have been guaranteed without such assumptions, 
nor could a coherent field of objects requiring economic analysis have 
been constituted. In fact, modern political economy would have no claim 
to epistemological coherence without the formally elaborated proof that 
“perfect competition” prevails in an “ideally decentralized economy” and 
that the behavior of economic players can be deduced from “axioms of 
rationality.”11 A “theory” of pure imbalance would make as little sense 
as the idea of a system without coherence or an axiomatic conception of 
irrationality. The various physicalisms, together with the transformation 
of economic science into a branch of applied mathematics, thus affirm 
the reality of self-balancing markets and permit the lasting self-assertion 
of economic theory as theory. This is how the system projects its essential 
claim to truth. And here, too, the oikodicy prevails, that is, the idea of the 
purposeful arrangement of the economic (capitalist) universe.

Credit economy

To be sure, this has never excluded the possibility that the idol of an 
efficient market society, the equilibrium theorem in all its variants, could 
be assailed by constant doubts, nor that it could be described as a “fruit-
ful error,” pure “illusion,” a “scientific riddle,” ludicrously inadequate, or 
even as “the most remarkable error in the history of economic theory,” lit-
tle more than a “de-cerebration machine.”12 It might be asked whether the 
chance attribution of quantification and measurability to specific social 
phenomena justifies a strict dichotomy of economic and non-economic 
facts; we might inquire, too, whether political economy is willing and able 
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to exercise adequate oversight in relation to how it selects its key assump-
tions and data. But even if we set aside these questions, doubts have been 
entertained for some time now as to whether the evolutionary fable of the 
market, with its narrative arc leading from exchange or competition to 
equilibrium, is really capable of encompassing elemental, endogenous pro-
cesses of contemporary and modern economic activity. It seems doubtful, 
then, whether a theoretical science of economic dynamics is at all possible 
within a classical or neoclassical conceptual framework. There is a distur-
bance or rift in this discourse relating to an essential element of capitalist 
economies: the logic of capital and credit systems.

The development of trade and commerce was undoubtedly directly 
bound up with the emergence of a credit economy, with the use of prom-
issory notes, deposit receipts, and bonds, with banking practices and the 
possibility of transferring undertakings to pay rather than having always 
to pay upfront. Since the Middle Ages, the rudiments of a functioning 
credit system have been necessary conditions for the expansion of com-
mercial capitalism.13 It is all the more surprising, then, that it was not until 
the end of the eighteenth century that a sufficiently systematic discussion 
of banking, capital, and credit mechanisms got underway. This may be 
due to a delay in the emergence of a systematic science of economics, 
which was notoriously late in catching up with manifest business prac-
tices; but it may also have owed something to a certain theoretical resis-
tance to the fact that a genuinely capitalist structure—one that trades 
with credit, assets, prospective profits, and hence with time—could no 
longer be directly translated back into elementary exchange and balance 
relations. Though people still assumed that there was a balancing dynamic 
at work in the market, the constant circulation of debt, credit, and capital 
they observed seemed to contradict this assumption, and they were evi-
dently alarmed by the wide-ranging impact of the economic decisions and 
actions being taken.

A financial event that took place toward the end of the eighteenth 
century may be regarded as a kind of primal scene for this disquiet. The 
event in question involved one of the most important financial institu-
tions and led to an all but unprecedented innovation in finance policy. We 
are dealing with an exemplary situation: toward the end of the eighteenth 
century the Bank of England became the subject of a discussion from 
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which a number of questions emerged about the extent to which concepts 
of balance and equilibrium are fit to capture the dynamics of modern 
capital transactions.

The Bank of England

The Bank was founded in 1694 in response to deep-seated anxiety 
about the economy and has been a source of lasting irritation ever since. 
An early example of such irritation is provided by the strange figure intro-
duced to readers of The Spectator by Joseph Addison in 1711: a virgin who 
allegorically refers to the predicament in which the new institution found 
itself at the time. “Seated on a Throne of Gold,” she is presented—in keep-
ing with contemporary convention—as a hypochondriac who is “trou-
bled with Vapors.” Her constitution is so delicate that the various objects 
and incidents she encounters in the scene bring about “quick Turns and 
Changes” in her condition, from “a wasting Distemper” to “the highest 
Health and Vigor,” from faintness to attentiveness, from a ruddy to a pal-
lid complexion. She first casts her eye over texts hung on the walls and 
“written in Golden Letters”: the Magna Carta, the Act of Uniformity, the 
Act of Toleration—all Acts of Parliament that can be scrutinized with 
“Pleasure” or “Uneasiness.” She pays particular attention to “a Couple of 
Secretaries” seated at her feet, who read to her news “from all Parts of 
the World.” As she listens to their reports, the allegorical figure displays 
“Symptoms of Health or Sickness” in swift succession, wasting away from 
“the most healthful state of Body” into a “Skeleton” before making no less 
sudden a recovery. She is especially terrified by the “Phantoms” of anar-
chy, tyranny, bigotry, and atheism that parade before her. This finally 
leads to a fatal darkening of the scene itself: the sacks of gold surround-
ing the throne are suddenly transformed into “Bags full of Wind,” while 
gold coins turn into mere paper. Addison leaves us in no doubt about what 
the virgin represents: she bears the title “Publick Credit” and is seated in 
a chamber that unmistakably resembles the business premises of the Bank 
of England in London.14

Even if Addison’s personification of public credit always recovers 
from her tribulations, her situation and her mission remain precarious: 
only with great difficulty can she preserve her virtue and her threatened 
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innocence in the midst of all the commercial activities and misfortunes 
swirling around her. As well as alluding to contemporary party-political 
conflicts, Addison’s text brings together a number of questions that deeply 
implicate the procedures of the Bank of England—indeed the nature of 
banking itself—and have preoccupied political economy since the end 
of the seventeenth century. In the first place we are asked to consider the 
principles on which the Bank itself was founded. Following the example 
of the Amsterdam Exchange Bank and conscious of initiating a new proj-
ect, the Bank of England was selected from a wide array of possible busi-
ness models. Some seventy different revenue-raising ventures were mooted 
at the time, ranging from lotteries to corporations, from tax increases to 
banking institutes. The Bank was set up to service the debts contracted 
by the royal family and to cover their capital needs. One of the initiators 
of the project, the merchant William Paterson, began circulating various 
petitions about the project from the beginning of the 1690s. Although 
motivated by a number of interests, he had one particular aim in mind: to 
legalize the predatory actions of a rapacious monarchy. By 1640, Charles I 
had already commandeered approximately 200,000 pounds sterling in 
coins and precious metal belonging to the merchants of London. In 1672 
Charles II repudiated the Crown’s accumulated debts and thus placed the 
financial reputation of the kingdom in jeopardy. The English monarch 
had repeatedly confiscated valuables belonging to citizens and merchants 
which had been deposited in the Tower or treasury. At Paterson’s sugges-
tion, this perennial princely theft was transformed into a contract between 
debtor and creditors: the king was simply given an advance of £1.2 million 
and charged 8 percent interest on the loan. Along with the various other 
experiments in procuring money, the Bank of England was established 
as a clear consequence of state bankruptcy and an act of fiscal despair. It 
was essential to establish a reliable and contractually binding relationship 
with the Crown, so this became one of the main clauses in the charter 
of the new bank.15 At the same time, the bank was intended to facilitate 
the management of financial matters on the emerging world market and 
provide the capital needed for overseas trade and colonial affairs; from the 
very beginning this bank, like the Exchange Bank of Amsterdam before 
it, was designed as a vital switch point in a wide-ranging network of global 
subsidiaries and information routes.
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The economy of the seventeenth century showed the first signs of 
movement toward globalization, and the risks likewise assumed global 
dimensions. As the author of Ephemera of Humankind wrote in 1776, the 
mistakes of a Chinese government minister could plunge all Europe into 
chaos.16 Such interdependencies brought with them a particular danger 
that, more than any other, was causing Addison’s allegorical figure to 
“faint and dye away,” a danger that explains the sense of agitation animat-
ing his text and that effects the sudden transformation of money into 
air and gold into paper at the end. What Addison addresses here as the 
“Specter” of banking, capital markets, and commercial activity derives 
from a basic principle of Enlightenment financial and semiotic policy: the 
principle that circulating signs—promissory notes, bank notes, loans on 
credit, IOUs, and so on—must remain covered by their equivalent in pre-
cious metals and valuables, that these signs represent value and are held in 
balance only to the extent that they are tied to and controlled by a treasury 
of signifieds. Only with reference to such a hoard of secure assets—typi-
cally, gold or silver—can circulating monetary symbols be kept in a state 
of equilibrium.

In characterizing the economic-cum-political program of the 
Enlightenment, the problem of credit, and the work of the Bank of Eng-
land, Addison’s condensed and suggestive allegory thus identifies the 
following four functions or principles: a contractually binding, mutual 
arrangement that included even the king himself and established a kind 
of contrat social; a steering mechanism that navigated reliably through 
immensely complex networks and unknown relationships of dependence; 
a politics of symbols that found nothing more abominable than empty, 
windy signifiers devoid of all reference to reality; and finally, a circulation 
of monetary signs that were firmly anchored in real fixed assets, thereby 
guaranteeing parity and balance in commercial exchange. By satisfying all 
four principles, the Bank of England and the institution of the National 
Debt were to occupy a strategically and symbolically central position at 
the center of London, providing a mainstay for the kingdom’s continued 
political and economic power.

Quite unexpectedly, a private institution had succeeded in acquiring 
a political role. In keeping with a parallel shift in the institution of the 
monarchy itself, the spirit of the “common wealth” now had its seat in the 
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Bank of England. As Daniel Defoe wrote in 1710, public credit “is not the 
effect of this or that wheel in the government moving regular and just to 
its proper work but of the whole movement”; it results from the interplay 
between the monarch and the parliament, between “exact, punctual man-
agement” and good business.17 The Bank of England and public credit 
thus stand for the political and economic interconnections of everything 
with everything else, and it is perfectly consistent with this interpretation 
to see the allegorical body of the virgin as another of the king’s bodies.

1797

A century later, both this new order and the innocence of the alle-
gorical lady were in grave danger. Both were finally and irrevocably lost, 
and this loss suggests the despoliation of a political and economic idyll. 
Two etchings made by James Gillray in 1797 point to this conclusion. 
One depicts public credit as a woman of now advanced years sitting on a 
treasure chest; she appears scandalized by the unwelcome attentions of a 
young gallant, the thirty-seven-year-old William Pitt, who had been Brit-
ish prime minister since 1783. The victim’s cries for help—“Murder! Mur-
der! Theft! Murder! O you blackguard! Have I guarded my treasure for so 
long, only to have it finally stolen by you? Murder! Theft! Shame! Ruin! 
Ruin! Ruin!”—lead us directly to the subject of the second caricature. It 
depicts a figure representing public credit towering over the dome of the 
Bank of England, a Midas with a churning stomach who turns everything 
he touches not into gold but, fatally, into paper. It would appear that in 
1797 the Bank of England had lost its virtue, its chastity, and its polit-
ico-economic dignity—and this misfortune can only be understood as a 
caesura in the functioning of political economy and as an epochḗ for eco-
nomic science as such. What then lay behind the commotion reflected in 
Gillray’s caricatures? What unprecedented state of affairs do they thema-
tize? What disturbance or controversy is expressed here in the discourse 
of political economy? And in what respect can we speak here of a primal 
scene of finance economics?

The answers to these questions are to be found in an event that 
occurred over two separate days in February 1797. On February 4, 1797, 
the French project for funding the revolution and financing the state by 
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issuing assignats—certificates representing the value of confiscated church 
properties—had to be declared a failure. This paper money had under-
gone such rapid devaluation that it had sunk within a few years of its first 
being issued in 1789 to just 0.5 percent of its nominal value. In the end, 
it could only represent the incapacity of the revolutionary government to 
cover its expenses. It seems all the more astonishing that at almost exactly 
the same time another financial event was unfolding across the English 
Channel which stood at once in strict analogy and in stark contrast to this 
collapse. Repeatedly described by contemporaries as “incredible,” “dis-
turbing,” and “extremely concerning,” perceived as an unprecedented and 
deeply alarming event, as “the most frightening thing that can possibly 
be imagined,” and yet at the same time as “one of the finest things this 
century has witnessed in the field of national economics,” the incident in 
question was evidently taken to usher in a new era in the use of economic 
signs.18 It took place in the same noteworthy month of February 1797, 
this time on the twenty-sixth, when the Bank of England was absolved 

figure 1 James Gillray, “Political Ravishment, or The Lady of Threadneedle 
Street in Danger!” May 22, 1797.



figure 2 James Gillray, “Midas, Transmuting All into Gold Paper,” 1797.
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by parliamentary decree of the obligation to change bank notes back into 
coins. Henceforth, it no longer had to guarantee ongoing cover for the 
paper money in circulation.

What came to pass was the exact opposite of the tragic and ruinous 
ending to the French experiment with assignats. For the unprecedented 
aspect of this economic and legal operation was that the refusal to pay 
in metal coinage amounted to a refusal to pay at all. In effect, a new 
financial system was set up precisely on the basis of insolvency and in the 
absence of any reference to real wealth. This posed a new challenge for 
economic analysis and perhaps also revealed a rift in the foundations of 
economic science itself. The challenge was to think through what it meant 
that although one cannot, say, ride a claim to a horse, one can make pay-
ments on the strength of a mere claim to money.19 Nothing less was at the 
forefront of one commentator’s mind when he heralded the decision by 
the Bank of England as a “great” and as yet “insufficiently valued world 
event,” an instantiation of the fiscal sublime.20 And this is the remarkable 
point of fact: whereas the insolvency of the French state spelled an end 
to the assignats project, England’s inability to pay—resulting from the 
drain on treasury funds caused by the Coalition Wars—had exactly the 
opposite effect: it was the precondition and starting point for the inter-
vention pushed by Pitt which led, not to a collapse in prices but to a 
mild economic recovery. French observers were astonished that “the most 
important quarrel that a nation can possibly have with the shareholders, 
administrators and creditors of a bank was amicably concluded in two 
days, as though it were a transaction carried out within a family.”21

Assignats

Clearly, two similar, comparable, and yet utterly divergent paper 
money systems came together here at one and the same point in time. 
Each reflected a different economic infrastructure; each functioned in 
different ways; and—most importantly—each embodied an utterly dif-
ferent understanding of monetary, financial, and symbolic transactions. 
The failed French experiment in financing state debt led many contem-
poraries to recall the paper money project devised by the infamous econ-
omist and schemer, John Law, to avert state bankruptcy following the 
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death of Louis XIV. Law’s scheme involved a complicated system of land 
mortgages, joint-stock companies, and paper currency—and in this he 
is said to have been one of the models for Mephistopheles in Faust, Part 
II. The way in which the French system was handled, both theoretically 
and practically, also directly recapitulates a number of the basic principles 
from eighteenth-century theories about the circulation of money. First, it 
was above all the question of how to cover borrowings that inspired think-
ing about the quality of paper money. On the one hand, the assignats were 
issued as bonds on confiscated church property and supposedly enjoyed 
the advantage—as John Law had already argued—of not being exposed, 
like mere cash, to fluctuations in the price of precious metals. Unencum-
bered by any intrinsic market value, they were free to stimulate circula-
tion as additional means of exchange and as “tokens.” On the other hand, 
if doubts were to arise as to whether they could be redeemed or converted 
into real assets, they would turn into pretend money or fictitious signs, 
pure and simple. As their representative power became uncertain or weak-
ened or faded away altogether, they would stand revealed as a “meaning-
less” substitute, testifying to nothing but their own lack of reality and 
value: “Every kind of property can be represented by paper money.. . . .  
Whoever issues paper money must have the property it represents in his 
possession, so he does not find himself dispensing the sign without having 
the thing it signifies.”22 One of the first problems associated with the assig-
nats, as indeed with eighteenth-century monetary transactions in general, 
thus lies in the representative power of signs: the question, that is, of how 
tenuous or secure, narrow or broad-based is the link to an asset that can 
guarantee its value, whether this be bullion, treasury funds, or—as in the 
case of the assignats—confiscated land.

Second, for this symbolic system it is important that the sum of issued 
assignats matches the value of the assets they denote, so that no “artificial” 
wealth is created exceeding the “natural” wealth represented in this way. 
Only strict proportionality in the relation between the numerical value 
of the signs and the worth of the underlying assets can guarantee steady 
circulation and hence ensure that the balance between monetary symbols 
and real property is maintained. These symbols would be unable to circu-
late if their value were disproportionate to the assets they represent. And it 
is worth noting that two hopes were nurtured in vain by orthodox quantity 
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theory right up to the end of the period of assignats economics: the hope 
that the notes in circulation would appreciate in value if fewer notes were 
issued, and the inverse hope that raising their price would bring about a 
proportionate increase in revenue.23 The crux of the assignats system was 
thus identified in the question of how the notes could be transformed into 
substantial value, so preserving a balance between fictitious signs and real 
assets. This question goes to the heart of Enlightenment quantity theory: 
representative signs must be numerically proportionate to the wealth they 
represent if equilibrium is to be maintained.

Third and finally, a specific legal form is connected both with 
the nature of assignats as pledges and with the monetary theories of the 
Enlightenment. Just as, in the eighteenth century, money was nothing 
but a sign that could reliably be exchanged for a predetermined quantity 
of goods and assets, so the value of notes was determined by the pledge 
to return the equivalent of their printed value into their owner’s hands. 
Intrinsic value, the promise of payment, and—as in the case of the assig-
nats—legal decree could all equally vouch for and guarantee the security 
of the notes.

Thanks to the example of the assignats, this very promise was now 
treated as problematic from both an economic and a political point of view. 
Condorcet, for example, noted a fundamental ambiguity in the economic 
character of assignats as redeemable tokens. Either they can be understood 
as interest-bearing fixed-term loans, in which case they are tied to specific 
redemption dates, or they are nothing but paper money and means of 
payment requiring immediate redemption on demand: there is confusion 
about the nature and term of the future transaction being promised here. 
According to Condorcet (among others), the assignats’ fatal flaw was that 
they contained two incompatible and contradictory promises. They there-
fore raised general doubts about whether the revolutionary government 
could be trusted to keep its word. At the same time, they could still be 
understood in terms of a key concept in social contract theory, the legal 
obligation to reciprocity, which allowed the new paper money to appear 
as “indestructible cement” for the new constitutional order. At best, this 
meant that the legal order and the contractual obligations written into 
the constitution were themselves circulated along with the assignats and 
distributed among the entire nation, so that “all citizens would have an 
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equal interest in preserving and defending them.”24 At worst, however—
and this counterargument was not long in coming—these same pieces of 
paper were shown up to be “artificial cement” as soon as they depreciated, 
causing the nation of citoyens to degenerate into a rabble of “speculators” 
and “gamesters.” According to Edmund Burke, the collapse of the assig-
nats would bring the constitution and its system of law and order down 
with them—and the achievements of the revolution itself would simply 
drain away.25

This means, in short, that the representative power of paper money, 
the equilibrium between signs and riches, and the legal guarantee of the 
government’s pledge formed the coordinates around which arguments and 
counterarguments about the assignats were plotted. Even in 1797, the assig-
nats were still being debated against the background of Enlightenment 
theories of money and framed by conceptions of natural law and rational-
ism. Their collapse can thus only be understood as a devaluation of the 
government’s word, signifying a failure of will attesting to the political 
undependability of the volonté générale.

Bank notes

Reflections on the decision made by the Bank of England in Feb-
ruary 1797 took quite a different course. John Law’s old project now 
appeared in a new light, suggesting a promising precedent for the current 
finance-political undertaking. It became apparent that the criteria men-
tioned above for passing judgment on the assignats were of little use in 
explaining how English bank notes functioned. Since Addison, images of 
puffing and swelling had dominated the metaphorical language used to 
describe paper money, imagery which recurred in the windbags of “infla-
tion” (from the Latin flare, to blow). Yet the same windy emptiness that 
had once signaled the deficiency of both Law’s paper securities and the 
assignats—their combination of legal tender and bonds in a single cer-
tificate—now defined the status of the notes issued by the London bank. 
Once the requirement to exchange circulating bank notes for metal cur-
rency was dropped, the notes became both at once: as legal tender, they 
were mere substitutes for circulating coinage; as bonds, they served only 
to document that there was presently nothing to hand for which they 
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could be exchanged. On the one hand, then, they guaranteed the right to 
redeem deposited assets and sums of money; on the other, they functioned 
as currency only if that entitlement was waived. While bank notes origi-
nally had the legal standing of a deposit certificate and contract serving—
as in the English goldsmith’s note—as a receipt for deposited valuables, 
monetary transactions could only be sustained by forgoing this contrac-
tual arrangement. In the words of one of the first theorists of credit, “All 
the cash in the world would not satisfy claims of this sort, if all men hav-
ing a right to urge them, were disposed to do so.”26

A bank note—this fact came to light in February 1797, at the lat-
est—is not simply symbolic money or a paper substitute for currency. It 
can no longer be understood as a promise redeemable under natural and 
contractual law, or at best only in a paradoxical way. It stands both for the 
promise of a certain sum of money and for the failure of that promised 
sum to materialize. This paradoxical structure is its distinguishing fea-
ture; it is a hybrid for which there was as yet no concise term in 1800. It 
has an economic side (in the form of credit) and a legal side (in the form 
of cash payment). As a credit instrument it requires the deferral of pay-
ment, yet as legal tender it calls for immediate redemption; as a substitute 
for money it needs to be fully backed, yet as a bill of credit it rules out 
that very possibility. It is at once money and the promise of money, and 
its semiotic structure is marked by the way it encompasses a “here” (da) 
and a “gone” (fort) in one and the same act: a self-referential paradox that 
tightens as it pulls solvency and insolvency together. Strictly speaking, it is 
therefore not a second kind of money; rather, it is the “most effective” credit 
instrument because, as “the most susceptible of being circulated,” it does 
away with the need for money altogether. It contains the contradiction 
that “results from the unification of the characteristics and functions of a 
credit instrument and currency in one and the same note.”27

Accordingly, around 1800 we see considerable terminological efforts 
being made to clarify that, unlike in the case of the assignats, it is precisely 
the fictitious or “chimerical”—that is, unbacked—character of bank 
notes that makes payment possible, so attesting to their ambiguous posi-
tion. This gave rise to much casuistry:

If . . . the token being used has no intrinsic value, or is not accompanied by 
the customary security and serviceability, it unmistakably lacks an essential 
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requirement of legitimate payment. However, we must proceed carefully when 
applying this essentially correct principle. For there will always be a prospect that 
the paper tokens can be cashed in for their real value; here the state will extend 
such a prospect by issuing instructions for future redemption, there it will be 
given by the subscribing public. And since this latter prospect can be considered 
certain—at least as far as payment into public coffers is concerned—we can-
not really claim that intrinsic value is completely lacking, in the strict sense of 
the word, when we pay with paper tokens; that would definitely be an injustice. 
Nevertheless, this assured prospect can be so severely limited, and the uncertain 
one so distant and wide, that they can at times be considered negligible. In these 
circumstances it is possible to assert—though not in the form of a definitive 
judgment, which is never permissible in the absence of fully defined concepts—
that payments made with paper tokens under conditions of great uncertainty 
concerning the prospect of their intrinsic value being realized, whether through 
redemption or through payment in kind, may well be in accordance with exist-
ing civil law but are in violation of natural rights.28

Convoluted discussions of this kind show how commentators were begin-
ning to think through the mechanisms of public credit and capital trans-
actions. In doing so, they focused their attention less on acts of exchange 
and the balancing powers of the market than on the irritating factors of 
uncertainty, potential outlooks, and future expectations.

Temporalization

Backed or unbacked, possessing intrinsic value or lacking it, fit or 
unfit to serve as a means of payment, honored at face value or debased, 
legal tender or unlawful currency: the difficulty of grappling conceptu-
ally with public credit derives from the contradictory functions that came 
into effect with the Bank of England’s decision. The perplexity and tor-
tuousness evident in contemporary formulations arose from the mix of 
credit notes and money in circulation. In view of this hybrid, it is no acci-
dent that later commentators could speak of the first theories of credit, 
proclaiming a “new era” of monetary theories that attempted to resolve 
such paradoxes and thus stood for a reformed science of commercial trans-
actions. These paradoxes were resolved by a thoroughgoing “temporal-
ization” of the system.29 The circulation of something that is by its very 
nature absent can only be explained as the effect of an endless deferral, 
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ruling out full, universal compensation for the debts in question. Chains 
of payment had now become chains of payment promises; every operation 
seems to anticipate an open future and break up a formerly closed circle 
of reciprocity. Solvency and insolvency, the capacity and incapacity to pay 
circulate to the same extent and guarantee the continued functioning of 
the system by ensuring that every transaction raises the prospect of an 
indefinite number of further transactions.

The measures introduced by the Bank of England in February 1797 
to create value through credit, thereby conveniently allowing this water-
shed in financial politics and discourse history to be fixed to a point in 
time, effectively discredited the equilibrium ideas, zero-sum game, and 
quantity theorem of the older monetary doctrines. Thanks to deferred 
backing, unequal proportions, and a lack of equilibrium, creditors and 
debtors now have the same amount of money at their disposal de jure. 
Now everyone can own something only “to the extent that he is owned in 
turn,” and it is agreed that every payment is an (unredeemable) promise to 
pay, that everything we have does not really belong to us, that all excess is 
really scarcity, every oversupply a shortfall, and that the complete collapse 
of the system can only be avoided by its endless continuation. In other 
words, deferral must always be possible30—a constitutive disequilibrium 
in the system driving it towards an open future. Time has become a pro-
ductive factor, and in view of the temporal structure of credit, attempts to 
back it with goods or metal coinage appear at the very least to be illogical.

In retrospect, it was precisely the conditions under which the French 
assignats system was established and which it reflected that doomed it to 
failure. Three explanations can now be offered for the dramatic deprecia-
tion of the state-sponsored paper money: first, it depended on confiscated 
goods for security; second, it was conceived as standing in a proportion-
ate relationship to metal currency; third, it was unallied to a policy of 
public credit.31 The representative character of signs now stands opposed 
to their temporalized self-referentiality. Two apparently analogous yet 
irreconcilable perspectives are juxtaposed here. In the eighteenth century, 
economic science could not really differentiate between paper money and 
bank notes, attributing the representative power of the sign to both, so 
all the developments that by February 1797 had determined how modern 
paper currency was to function—temporalization, deferred backing, and 



The Time of Capital 

circulating credit—were inevitably experienced as a crisis. The self-refer-
ential nature of the system made itself felt as a ruinous loss of referentiality.

This divergence, together with the epochḗ of economic science around 
1800 that it helped exacerbate, could not have been manifested any more 
clearly: just as Napoleon purported to read the future collapse of England 
in the English bank notes (and maintained bullion reserves for his military 
campaigns), so Prime Minister Pitt foresaw the future collapse of France 
in the assignats.32 This confrontation of French assignats and English bank 
notes dramatizes a transformation in economic semiosis and probably even 
in semiotic codification itself. Whereas it was still possible, in the period 
from John Law’s schemes to the assignats debacle, to detect a risky trans-
formation of assets into chimeras and shadows, a substitution of mere 
smoke and mirrors for the things themselves,33 the same metamorphoses 
had by 1800 become functionalized. The representative power of the sign 
has been relocated: it now lies in the capacity to facilitate transfers through 
self-reference. Money is credit and hence the promise of money; it dissolves 
the symmetry of exchange and counterexchange. If terms such as “pledge” 
and “reciprocity” are still applicable here, then the pledge appears to be as 
binding as it is untenable. At no point can it seem possible for the pledge to 
be redeemed, so that once given, it could “circulate for a hundred years with-
out even once being realized as metal currency.”34 If credit money enacts a 
promise, it is a promise that revokes itself in the giving.

Credo of capital

Toward the end of the eighteenth century, the manner in which 
public credit and capital functioned had thus become problematic, chal-
lenging a number of the basic assumptions of political economy. These 
early attempts at formulating a theory of credit describe procedures for 
bringing money into circulation without it ever having to change hands. 
They circle around the mystery of a kind of transubstantiation associated 
with liquidity procurement and—as far as credit is concerned—with a 
creation ex nihilo. They note an ever-increasing variety of payment instru-
ments and a money supply that has freed itself from the supply of circu-
lating commodities. In all this, we can see the beginnings of a revolution 
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in finance that invests unproductive money with procreative power and 
drives the circulation of capital through the selling of debt.

This means, firstly, that the sphere of circulation becomes autono-
mous, detaches itself from the sphere of production, and is now subject 
only to its own laws; it can no longer be converted into simple acts of 
exchange. Payments are open promises to pay; and unlike the circula-
tion of mere money, that of credit and capital is independent of existing 
commodities or the limits of available money.35 A new syntactic structure 
or chain, M-C-M (Money–Commodity–Money), replaces the C-M-C 
transaction; expressed in more recent terminology, not only is the self-
referential nature of finance institutionalized, but we can also detect an 
autopoietic closure of the system, such that every payment is now made on 
condition that the string of payments can be extended indefinitely into the 
future. The credit economy becomes a prerequisite for the circulation of 
money and shapes its capitalist structure. To the extent that a new dimen-
sion becomes apparent in capital transactions and in emerging finance 
markets, the earlier concern with “correct” valuations and assured refer-
ences to assets becomes obsolete. The distinction between real and ficti-
tious values, natural and artificial wealth, material and immaterial goods, 
the real and the virtual economy makes little sense here. One could almost 
speak of a Romantic commercial profile: premised on the paradox of “self-
guaranteeing money,” the circulation of credit proves to be the setting for 
a kind of “poetry” (or “enabling fiction”) that allows the circulation of 
mere illusions to determine economic relations.36

There emerges—secondly—a boundless, excessive, and self-perpetuat-
ing movement. This economy interrupts the closed circle of debt and repay-
ment by resorting to an indefinite deferral that introduces time as a decentering 
factor. Circulation does not involve a series of progressive compensations but 
rather the endless proliferation of a nondischargeable debt. As a result of this 
temporalization, which makes available what is unavailable, interminability 
is programmed into the functional operations of the system. Time is out of 
joint. Capital transactions are determined by their fixation on the future; the 
future itself becomes a productive force and from now on makes the finance 
and credit economy the benchmark of economic modernization as such.

In all these aspects we can detect an upheaval in discourse that char-
acterizes economic science around 1800. The status of public credit, the 
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creation of money out of nothing, the continuous transmission of debt, 
and thus the logic of capital can no longer be traced back—in a genetic 
or evolutionary sense—to any exchange mechanism. The dynamics of the 
credit economy are incommensurable with the mechanisms of the mate-
rial and monetary economy; they do not operate with existing quantities 
or sums. The element of time in credit has not only become a new crite-
rion for economic science; it has raised doubts about the very scientific-
ity of that science. These doubts eat away at the atemporal relations of 
exchange and counterexchange, balance and reciprocity, and closed cir-
cularity. With the time of capital, reflection on the economy as a system 
shifts to expectations, limited time frames, and uncertain futures, and 
thus to a kind of agitation which manifests itself as a weakening in the 
stability of self-balancing systems.37 What keeps this system moving is its 
very lack of equilibrium.

From now on, in any case, the doctrines of political economy are 
assailed by questions about whether and in what way monetary surrogates 
take on monetary functions; whether they have to be stabilized by con-
vertibility, substantial assets, and precious metal standards; whether and in 
what way market forces correspond to the forces of financial markets; and 
finally, whether and in what way the mechanisms of the capital and credit 
economy “automatically” tend toward balance. Credit is not just one type 
of monetary transaction among others but the insubstantial essence of all 
such transactions. As the “credo of capital” (Marx), public credit calls into 
question the chief tenet of the liberal oikodicy and encourages reasonable 
doubt about the balancing powers of the market. Subjected to questions of 
finance economics, the equilibrium models for which political economy is 
notorious lose their reliable, quasi-natural authority.
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Idyll of the Market II

The epoch of the finance economy

It becomes possible to speak of primal scenes of capital and finan-
cial revolutions at the point where debt cycles begin to drive the creation 
of money. This was already happening in a systematic way in commercial 
practice in the seventeenth-century Netherlands; and we can see, if we 
take the Bank of England as an example, that it led toward the end of the 
eighteenth century not only to the first theories of credit but also to per-
ceptions of an epochal change in economic transactions. Here a categori-
cal distinction between the monetary economy and the credit economy 
first became apparent, each with its own distinct mechanisms, parameters, 
and semiotic operations. In the process, time became an essential deter-
mining factor in economics; temporality is stretched out from a circle or 
cycle to a line extending indefinitely into the future. Divergent ideas about 
the representation of wealth generated a certain ambivalence in the science 
of political economy, which found expression in two different schools of 
thought. Whereas one saw gold and silver bullion and bank reserves as 
providing an essential guarantee for the quasi-automatic balancing of the 
currency system, the other took the exact opposite view, insisting that the 
stability of money and monetary surrogates resides independently in the 
functioning of the business cycle.1 In any case, within a few decades the 
Bank of England had resumed cash payments and reaffirmed the con-
vertibility of bank notes, with the result that the metal or gold standard 
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acquired an almost mythological significance for ideas of monetary equi-
librium in the nineteenth and twentieth centuries.2

Given all this, it is hardly surprising that such periodic controversies 
and the questions they raised decided how the epoch-making character 
of economic systems and financial measures would be viewed from then 
on. We can see a new and particularly striking example of this in the 
1960s and 1970s, when a constellation emerged that can be interpreted as 
a reprisal and variation of the “Romantic” situation that obtained around 
1800. Here, too, observers registered a “financial revolution” or “histori-
cal watershed,” a “significant discontinuity in the history of money,” an 
“unprecedented situation,” a “unique” event and turning point—in short, 
they heralded the dawning of a new era in the history of finance.3 They 
also, once again, gave voice to concerns and expectations relating to the 
mechanisms of money circulation, value guarantees, and the dynamics 
of balancing processes. If we care to draw an analogy with the discourse 
situation in the Romantic era, then it lies in how both came to terms with 
a crisis of representation.

The story of the debates about the end of the Bretton Woods Agree-
ment is a familiar one and has been told many times before. Against the 
backdrop of the Great Depression, the various interwar crises, and the 
war economy, representatives of forty-four nations met at Mount Wash-
ington Hotel in Bretton Woods, New Hampshire, on July 23, 1944, to 
discuss a raft of measures for restructuring the economy after the war. 
The Agreement produced institutions such as the International Monetary 
Fund, the World Bank, and the General Agreement on Tariffs and Trade 
(which later became the World Trade Organization), all of which arose 
in response to the demand for an active financial policy. With a view 
to stabilizing international payments, ensuring the unlimited convert-
ibility of currencies, and promoting the unimpeded circulation of goods 
and capital, the production of reliable exchange rates was tied to a fixed 
financial mechanism; hence, a gold standard was established at the same 
time. All participating countries were required to peg their currencies 
at fixed exchange rates to the world’s strongest currency, the US dollar, 
which in turn was tied to gold at a fixed rate. What was now nominally a 
gold-backed system (although in reality a gold-dollar system) was in turn 
bound up with the postulate of an elementary equilibrium that rested, in 
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the end, on the self-correcting effect of the exchangeability of money and 
gold. With the dollar mediating, the gold standard thus assumed a kind of 
anchoring function, neutralizing any potential disturbances in the system 
by means of a mechanism for adjusting money supply to prices.4 

In the voluminous literature on Bretton Woods, the Agreement 
has been judged in many different ways: as a productive innovation, 
a historical necessity, a provisional arrangement, an economic enigma, 
or simply as a project that was politically and economically stillborn. 
However, there is general consensus that it represented a difficult, inco-
herent, or even impossible compromise between incompatible positions. 
It sought to reconcile the gold guarantee with currency parity, balanc-
ing mechanisms, foreign currency restrictions, and flexible exchange 
rates. A number of circumstances arose after the establishment of the 
Bretton Woods system to undermine its effectiveness, provoke vari-
ous doubts about its regulatory ideas, and make its demise foreseeable. 
These included the increasing mobility of international capital and 
an expansive US monetary policy; accumulating foreign dollar assets 
and a mounting US deficit because of the Vietnam war; the quest for 
higher capital returns on investments due to declining profit margins 
in American industries; the mismatch between American liabilities and 
gold reserves; and the difficulty in sustaining a fixed gold price. A fur-
ther weakness was identified in the unwieldy organizational apparatus 
that made it necessary for agreements to be struck continuously between 
governments and central banks.

It is no accident that an all but typical financial controversy became 
apparent here: whereas those on one side of the debate decried their oppo-
nents’ unfounded faith in dubious equilibrium theorems, those on the 
other side saw the effectiveness of balancing mechanisms being fatally 
undermined by institutional interference. The chronicle of the Bretton 
Woods stability agreement is therefore inevitably told as the story of its 
demise. As early as 1961, the industrialized nations had committed them-
selves to refrain from converting their US dollars into gold. Then, after 
the United States threatened to suspend the convertibility of the dollar 
altogether, a number of other member states were forced to appreciate 
their currencies, notably the Japanese yen and the Deutsche Mark. A sig-
nificant outflow of dollars into Deutsche Marks followed in the spring 
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of 1971, prompting both France and Great Britain to demand that dollar 
reserves be exchanged for gold. All these developments finally led Presi-
dent Nixon to order the symbolic closure of the so-called gold window 
on August 15, 1971.5 Dollars ceased to be convertible, the gold standard 
became obsolete, and a little later, in 1973, the end of the Bretton Woods 
Agreement was formally sealed.

In retrospect, then, the adjustment mechanisms built into the 
Bretton Woods system seemed to indicate a flawed approach to financial 
markets; the gold standard itself appeared to be a mere illusion; and 
the economic policies propping it up looked like a last futile effort to 
secure the world monetary order by backing currencies with gold. A slow 
but irreversible transition was perceived in all this: from commodity-
backed money to credit money, from a fully backed currency system to 
an unbacked one. By the end of Bretton Woods, unbacked paper money, 
or money on account, was no longer seen as a merely temporary expedi-
ent in times of crisis but as the precondition, functional element, and 
unavoidable destiny of international capital transactions. This is what 
justified the rhetoric of epochal change.

With the revocation of the Bretton Woods currency agreement, all 
formal ties to the US dollar and its gold anchor were annulled, leading ana-
lysts to claim that not only were post-war financial structures collapsing, 
but a previously inconceivable break in the 2,500-year history of money 
was also taking place. The radical step to cancel the direct convertibility 
of currency into gold seemed to signal nothing less than a “postmodern” 
caesura. It looked as if an economic condition postmoderne had arrived and 
was veering unsteadily toward a system of flexible and “floating” exchange 
rates, a regime of free-floating signifiers—anchorless and immeasurable—
that lacked backing from any transcendental signified. This signaled “the 
rise of a system” that was held to be truly “unprecedented”: a system in 
which currencies referred only to other currencies and were based, directly 
or indirectly, on a standard of unbacked fiat money.6 The sporadic and 
local circulation of unredeemable payment promises that had character-
ized the credit scene around 1800 had now, a hundred and seventy years 
later, mutated into a global financial system that proved exemplary in 
dispensing altogether with any reference to value. This undoubtedly pre-
sented a new challenge to economic theory.
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New liberalism

So long as dispute raged over whether the Bretton Woods Agree-
ment had failed due to incoherent ideas of equilibrium or, on the contrary, 
due to excessive political interference with balancing processes, and so 
long as people puzzled over whether fixing currencies to the gold standard 
was an effective way of stabilizing the system, a useful fiction, a financial 
fetish, or simply a mistake, the 1970s could look like a period in which 
economic theory once again began to make history. That is apparent from 
the way in which, step by step, all the institutional and technical require-
ments were put in place for establishing an international financial system 
that still remains in force well into the twenty-first century. It holds par-
ticularly true for a laboratory-type situation in which economic processes 
stand revealed as applied economic theory, capital transactions as imple-
mented monetary theory, and manifest market events as realizations of 
specific idols of the marketplace. The result was a field of experimenta-
tion—as theoretical as it was practical—in which new markets and mar-
ket conditions were produced that were designed to demonstrate, once 
and for all, the internal consistency of the capitalist oikodicy.

The hour had struck for the system programs of neoliberalism. The 
end of Bretton Woods offered more than just the prospect of fluctuating 
exchange rates and monetary instability; it simultaneously held out the 
possibility of proving that a rational principle of order was at work pre-
cisely in the free play of market mechanisms. As early as the 1950s, Milton 
Friedman, preoccupied at the time with implementing the Marshall Plan 
in Europe, had written a note calling for the guidelines of the Bretton 
Woods Agreement to be abandoned and its commitment to fixed exchange 
rates dropped as a precondition for establishing genuine currency markets. 
After years spent endlessly restating the same idea, he reformulated this 
demand under changed circumstances in the autumn of 1971, in what was 
probably one of the simplest, shortest, and most influential papers in the 
history of economics.

Commissioned to write the paper by the Chicago Mercantile 
Exchange, Friedman presented an argument about the logic of future 
market developments with which other authorities in the field were in 
complete agreement. It can be summarized in the following terms. After 
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the end of the Bretton Woods Agreement, continuous exchange rate fluc-
tuations and the resulting currency risks in international trade and capital 
transactions have led to a precarious state of affairs. They generate not 
only uncertainty and volatility but also high insurance costs for the parties 
concerned. It is therefore appropriate to make available financial instru-
ments that will delegate risk-minimization procedures entirely to mar-
ket mechanisms themselves. This can only happen through the creation 
of new finance markets and futures trading with shares and currencies. 
Fluctuating exchange rates are to be secured or “hedged” with forward 
exchange contracts; investors can insure themselves against possible price 
differences by betting on such price differences. And if a speculative mar-
ket based on the difference between current and future prices is created by 
these means, the systematic realization and expansion of that market can 
only have a balancing effect. Here the need for security goes hand in hand 
with the search for opportunities to take risks and make profits; and “the 
greater the volume of speculative activity,” the more efficiently—“the bet-
ter”—the market will function. A triple economic dilemma is thus resolved 
at a stroke: it is precisely through liberal trade arrangements that exchange 
rates and price levels are to be controlled. The market itself becomes liable 
for the costs associated with currency risks; monetary policy is entrusted 
to the movements of the market. The United States, in particular, appears 
predestined to make this new order possible, for it is in this country that 
the highest degree of liquidity in capital transactions is combined with a 
long and glorious tradition of “free, open and fair markets.”7

Friedman’s little capitalist manifesto clearly defined expectations for 
establishing new financial markets: hope for a system of stable exchange 
rates is replaced by hope for a stable system of exchange rates. Once money 
is based on trade with derivatives, the value of currencies is guaranteed 
neither by states nor by gold reserves but by market mechanisms alone.8 In 
1972, spot transactions on the Chicago Mercantile Exchange were supple-
mented by an international money market for foreign currency futures, 
and within the next three decades, trade with financial derivatives, which 
either had not existed before 1970 or had existed only under exceptional 
circumstances, had grown to become the world’s biggest market. From an 
annual value of only a few million dollars at the beginning of the 1970s, 
its volume climbed to a thousand million by 1990 and rose to around 
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a hundred billion dollars by the turn of the millennium, roughly three 
times the value of worldwide consumer goods turnover.9 Representatives 
of the new finance economy spoke of a “derivatives revolution” when refer-
ring to practices such as forward transactions with shares, securities, and 
mortgages. On the one hand, this meant expanding trade into previously 
untapped markets and exploiting less commonly traded assets with a view 
to integrating all possible financial sectors. Stockbroking became the stan-
dard for the finance economy, while the financial market itself became the 
market of all markets and the model for all market activities. On the other 
hand, this amounted to an apotheosis of the principle of risk transfer: 
price risks would be covered by spreading the risk further; speculative 
trade would be covered by more speculative trade. The explosion in the 
market for financial derivatives thus offered more than just the renewed 
prospect of realizing a “self-regulating” system. With its characteristic 
“magic,” the derivatives market also opened up the prospect of achieving 
the kind of stability that had once been seen to depend on backing from 
precious metals and the gold standard or on exorbitant interventions by 
the state. This was now seen as achievable—indeed, optimally so—by 
means of “private transactions.”10 What the link between credit money 
and commodity money had once promised would finally be delivered by 
free foreign exchange and derivative markets.

Dealing in futures

In this system, which began operating in the 1980s, old ideas of 
equilibrium were linked to the current economic situation with the help 
of new financial instruments. The various components that can be distin-
guished within this system combined to form new commercial routines 
that have remained in place to this day. In the genealogy of today’s finance 
and credit economy, forward transactions or futures took on a central, 
structuring function. They must be seen as perfect capitalist inventions 
and as expressions of a fundamental principle in capital transactions. As 
old as capitalism itself, they reveal an affinity for the future to be the 
motive force driving the relentless development of new financial products. 
On the one hand, the mechanism of futures trading is very simple and 
indeed had long been a fixture of stock market transactions: it is a contract 
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to buy or sell a specified asset at a future date for a fixed price, a contract 
which therefore obliges both parties to accept whatever profits or losses 
may accrue in the interim. As early as the seventeenth century, several 
variants—options, option dealings, futures contracts—were described 
as standard practice on the Amsterdam stock exchange and addressed as 
problematic “time bargains” or “wind trade.”11 Such contracts were agree-
ments between traders stipulating the obligation (in the case of forward 
commodities) or the right (in the case of options) to buy or sell for a fixed 
price at—or before—a future point in time.

On the other hand, the history of futures trading shows that time 
deals have been uncoupled from the exchange of goods in a way that is 
far from trivial. Futures trading on the stock exchange was continually 
attended by misgivings; it was limited by law or prohibited, for example, 
by decisions of the United States Supreme Court in 1889 or the German 
Reichstag in 1896. There was considerable concern about the difficulty of 
distinguishing between “real” and “fictitious” economic transactions. A 
futures contract seemed justified only if it was followed by actual delivery 
of the goods or underlying assets in question—a demarcation that was sup-
posed to stop genuine trade from gradually sliding, via speculation, into 
mere gambling. Repeated attempts at temporary expedients have made it 
blatantly obvious, however, that such artfully drawn distinctions have no 
basis in any logic immanent to futures themselves. Since futures trading 
is only carried out on condition that the very goods on which the value of 
a transaction depends are manifestly absent (in this respect differing from 
spot or cash transactions), it was felt that the whole operation should at 
least be guaranteed by an intention, on the part of the contracting parties, 
to hand over or take delivery of the goods being traded. In other words, a 
“real intent” or an “intention to deliver” should be apparent, regardless of 
how or even whether the relevant transfer actually eventuated.

With this kind of casuistry, which has characterized legal commen-
tary and antispeculation laws since the nineteenth century, the boundaries 
provisionally drawn between real and unreal values, real and fictitious 
transactions became critical or obsolete; Pierre-Joseph Proudhon had 
already quite logically declared futures trading to be a necessary and 
unavoidable constituent of a capitalist economy, that is, an economy deter-
mined by competitive enterprise, supply and demand, price fluctuations, 
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and profit margins.12 And following the demise of the Bretton Woods 
Agreement, when forward transactions no longer concerned countable 
quantities, like grain harvests or head of cattle, but rather financial assets, 
such as foreign exchange or securities, there was ultimately no sure way 
to contain futures trading. In 1976, for example, the Chicago Mercan-
tile Exchange made it possible to hedge interest earnings on eurodollars 
against exposure to currency risks. The novelty of this innovation was 
that interest rates are deliverable neither de facto nor de jure.13 Derivatives 
of this kind made deviation from the notion of base asset substrates and 
transactions irreversible; it is therefore only logical that since the 1980s, 
more and more international exchange venues have declared real and pro-
spective deliveries to be irrelevant to forward contracts. In point of fact, 
futures trading can only be described in terms of its underlying logic: it 
circumvents both the physical conditions of production and the mate-
rial conditions of transfer and transportation. In futures trading, the link 
between commodities and prices, payment and real values is either relaxed 
or completely severed. As Max Weber wrote, here

A deal is struck over a set of goods that are not present, and often “in transit” 
somewhere, or often yet-to-be produced; and it takes place between a buyer who 
usually does not himself wish to “own” these goods (in any regular fashion) but 
who wishes—if possible before he receives them and pays for them—to pass 
them along for a profit, and a seller, who usually does not yet have those goods, 
usually has not produced them, but wishes to furnish them for some earnings of 
his own.14

In short, someone who does not have a commodity and neither expects 
nor wants it sells this commodity to someone who also neither expects nor 
wants it and never actually takes possession of it.

The dynamic of futures trading—the driving force and crux of the 
capitalist economy—thus depends on two central functional elements. 
The first of these is self-referential communication: prices refer not to 
goods and products but to prices themselves; prices for things that are not 
currently to hand are calculated on the basis of price forecasts for things 
that will not be to hand in future. Prices are paid with prices. Prices are 
thus themselves commodities, freed from the burdens and inconveniences 
that encumber material possession, and they may rightly be classified as 
self-referential market events. Analogous to the way speculative statements 
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in philosophy negate finite phenomena, this kind of trade performs an 
economic and semiotic act that culminates, not in a representation of 
the world but in its de-presentation, its voiding of presence; it deals with 
the things of this world only on condition of their manifest absence or 
obliteration.15 Just as monetary and exchange values have always func-
tioned as universal levelers of the most heterogeneous goods and services 
imaginable, so financial derivatives now make it possible to compare, 
exchange, and homogenize all possible kinds of capital, be it capital for 
trade, production, or credit. In the market for financial derivatives such 
as forwards, futures, options, and swaps that has arisen since the 1980s, 
monetary surrogates have become second-order means of payment. As 
part of the money supply in circulation, they guarantee the highest degree 
of liquidity and complete or fulfill the logic of the modern capital and 
credit economy.16

A further consequence is the redefinition of the nature and extent 
of speculation. Where the criterion for distinguishing between real and 
imaginary value no longer applies, and where hedging (or trade with 
financial derivatives) requires investment in risk (and thus more trade with 
financial derivatives), not only does investment become indistinguishable 
from speculation but both gain a new lease of life as matching sides of one 
and the same operation. What was once known as speculation now no 
longer differs from its former antitheses, whether trade on the one hand or 
gambling and betting on the other. From the broader perspective of a his-
tory of semantics, speculation loses its specific distinguishing features and 
becomes synonymous with liquidity creation. In any case, speculation has 
now taken on the characteristics of an oxymoron, since speculators—the 
gamblers and profiteers who “speculate” on the risky difference between 
present and future prices—now appear to be those who avoid all hedging 
and thus all speculative trade. It follows logically that the speculator is by 
definition someone who does not speculate.17 Speculation has become the 
norm in financial transactions.

Efficient markets

Futures trading thus presents a logical counterpart to the capi-
tal and credit economy. Financial derivatives are a form of money that 
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exists independently of the commodities market and the circulation of 
cash. That is why the syntactic structure of the modern finance econ-
omy demands a procedure that links current payment or investment deci-
sions to the expectation that further decisions are always to be reckoned 
with, and so holds out the prospect of mastering time (that is, contingent 
futures). Only if the uncertainty of future prices (for foreign currencies, 
securities, and so on) can be offset by assigning a price to uncertainty itself 
will futures trading have the power to maintain equilibrium, control time, 
and confirm the self-regulatory character of the financial system, thereby 
securing the desired outcome of self-sustaining stability. That is why, as 
early as the beginning of the twentieth century, models were developed to 
enable buyers and sellers to make decisions based on the statistical prob-
ability of future price movements on stock markets. And since the mid-
dle of the century, at the latest, the main intellectual challenge has been 
to find a formula that makes the transition from present futures to future 
presents both predictable and likely, transforming what lies in the future 
and therefore differs from the present into something that resembles the 
present.

We might even note a point of contact here—to put it somewhat 
grandiloquently—between deep historico-philosophical structures and 
questions of finance mathematics. From the perspective of a history of 
discourse, it comes as no surprise that the most prominent and influential 
attempts of this kind were formulated in the 1970s, directly coinciding 
with the political and economic horizon opened up by the end of the Bret-
ton Woods Agreement. These attempts involved procedures for placing 
probability theory at the very heart of financial practice. A particularly 
instructive example is provided by the famous set of formulae developed 
by the mathematicians and economists Robert C. Merton, Fischer Black, 
and Myron Scholes between 1969 and 1973. These formulae, subsequently 
endorsed by the Nobel Economic Sciences Prize Committee, became a 
standard feature of financial transactions as well as a fixed element in the 
system we know today.

What was once credited as the scientif ic discovery of a momen-
tous truth in finance economics—as significant for f inancial mar-
kets as Newtonian mechanics was for physics—bears on the problem 
mentioned above and therefore concerns the question of how risk 
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in financial markets can be eliminated by means of derivatives 
and dynamic hedging. It involves creating projected products that 
allow the value of future returns to be converted into present value, 
thereby stabilizing the dynamic disequilibrium that results from a 
credit economy and f luctuating exchange rates. If the price of future 
risks can be converted into current payments then future uncertainty 
can be calculated and compensated for in the present. By consider-
ing pricing equations for a given class of f inancial derivatives—in 
this case, options—we can detect, in the efforts of Black, Scholes, 
and Merton, the exemplary fabrication of a theoretical or discursive 
object that combines mathematical formalization with the adoption 
of certain guiding ideas and hypotheses about the way financial mar-
kets function.

What analysts have repeatedly seen as one of the foundational 
scenes of modern finance owes its existence to the assumption—inher-
ited from older equilibrium theorems—that capital markets will turn 
out, in the long run, to perform efficiently. The neoclassical interpreta-
tion of market mechanisms and competition that had been developed 
since the 1930s was now applied to the finance economy. According 
to this updated version of the “efficient market hypothesis,” a capital 
market that is efficient in the long term is one where, under ideal 
competitive conditions, “all available information is freely accessible to 
everyone, no transaction costs are incurred and all market participants 
function simultaneously as price takers.” In addition, “homogenous 
expectations” are presumed to be in effect, along with the associated 
equilibrium models. This means that market participants agree about 
“the implications of available information” affecting “current prices” 
and the “probable distribution of future prices for individual capital 
investments.” Businesses make justified decisions about investment in 
production, and consumers can pick and choose from securities or 
company shares on the assumption “that the prices of securities fully 
reflect all available information.” In concrete cases, this means that 
share or security prices perfectly express the conjectures that analysts, 
investors, or managers are making about future returns and profit 
outlooks. And this also means that here a communication system of 
second-order observers has been established. Only a market “in which 
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prices fully reflect available information” can be deemed an efficient 
one.18 “Efficiency” is thus not only a fetishized key term in financial 
market theory (and in the economic regime as such); its position in 
this theoretical construct is also supported by the full spectrum of 
ideas deriving from the term’s history, which—as Pierre Legendre 
remarks—links the forces of Providence to a rational order in the idea 
of “effecting” or “effectuation” (efficere) and so draws attention to the 
doctrinal nature of the system.19

Random walk

The financial market is presented as a self-referential and there-
fore frictionless universe in which information generates prices, prices 
generate buying decisions, and these in turn generate more informa-
tion, prices, and decisions. This efficient process is linked to another 
precondition, however, and it is this which determines the models used 
in modern finance economics. At issue is not just the assumption that 
financial markets enjoy an advantage over other market forms because 
they operate “continuously” and are characterized by transactions of 
constantly variable sums, flowing smoothly through purchases and 
sales of any number and size. Their efficiency has as a further corollary 
that a random, almost stochastic movement lies at the heart of such 
market activity. Thus, in the 1960s a dissertation dating from 1900 
was rediscovered in which the mathematician Louis Bachelier, work-
ing under the supervision of Henri Poincaré, expressed the oscillation 
of stock market quotations in a mathematical formula modeled on 
molecular movement (such as Brownian motion). In his Théorie de la 
spéculation, consecutive changes in price are defined as independent of 
any linear sequence and determined by identically distributed random 
variables; and the sum total of speculative operations describes a move-
ment that functions analogously to the spread or diffusion of parti-
cles in gaseous mixtures.20 Not until the second half of the twentieth 
century did these reflections acquire a plausible discursive framework, 
enabling them to be fused with hypotheses about universally efficient 
finance markets. Since prices on such markets include all information 
that is relevant at any given time, any change in these prices can only 
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be due to new (that is, unforeseen) items of information, requiring new 
(and unforeseen) decisions to be made. Provided that markets process 
all items of information instantaneously, the history of price move-
ments contains no knowledge that could be useful for future invest-
ment decisions. Present-day knowledge cannot be directly translated 
into knowledge of future presents.

The course taken by prices between various points in time is 
the subject of probability calculations and stochastics. It resembles 
a “random walk,” a nonlinear path made up of a succession of ran-
dom steps. Random movements have become a feature of efficient 
markets, and the “random walk theory” is a necessary complement 
to the efficient market hypothesis. This means that where all market 
players are in equal possession of all information currently in circu-
lation, every opportunity for profit will immediately be seized by 
one of the players. So long as each of these operations immediately 
f inds expression in market prices, price variations themselves must 
appear unpredictable and hence aleatoric. In a rational market, all 
relevant information (i.e., price differences) is annulled as soon as 
it is exploited; and competition between interested parties seeking 
to maximize profit ensures that speculation in individual instances 
thwarts the speculative character of the system as a whole. Arbitrage 
abolishes the effects of arbitrage and leaves no room for over- and 
under-valuation. In the words of several Nobel Prize winners, the 
situation can be described as follows:

If intelligent people are constantly shopping around for good value, selling 
those stocks they think will turn out to be overvalued and buying those they 
expect are now undervalued, the result of this action by intelligent investors 
will be to have existing stock prices already have discounted in them an allow-
ance for their future prospects. Hence, to the passive investor who does not 
himself search for under- or overvalued situations, there will be presented a 
pattern of stock prices that makes one stock about as good or bad as another. 
To that passive investor, chance would be as good a method of selection as any-
thing else.21

Thus, on the one hand, the rationality or efficiency of financial markets 
invites us to see a similarity between betting on future share performances 
and a game played by a blindfolded chimpanzee throwing darts at the 
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shares section of a newspaper; the more efficient the markets, the more 
random the oscillations. On the other hand, a kind of balance is produced 
even here, so that chance fluctuations cluster around an average value and 
ultimately follow the spread of normal distribution.

A formula

This is the point at which Merton, on the one hand, and Black 
and Scholes, on the other, made their first attempts to determine prices 
in financial options, formulating a general model not just for how 
trade with financial derivatives is structured but also for the balanc-
ing tendencies inherent in the entire system. In the first place, the fol-
lowing initial conditions should or must apply: profit-oriented players, 
efficient markets, equally distributed and universally accessible infor-
mation, friction-free transactions, and finally, constant variations that 
correspond to the pattern of normal distribution. Beyond this, exist-
ing prices (for shares and credits, for example) must be used to calcu-
late a pricing horizon that, starting out from a future present, can act 
as a motive for pricing a present future. The current price of an option 
or derivative is justified, then, if a possible future of the “underly-
ing”—the technical term for the security that must be delivered when 
a derivative contract is executed—returns in that price. Only through 
an inversion of this kind can uncertain prospects be transformed into 
the probability of future presents; and only this replication of future 
developments can justify the expectation that the risks of fluctuating 
rates and prices can be hedged and counterbalanced by trading with 
those risks. This also provides the focal point of the solution proposed 
by Black, Scholes, and Merton. Whereas the current price of a security, 
its basic or issuing price, the rate of interest, and the maturity date or 
duration of an option can all be factored into calculations as more or 
less known quantities, what is precariously unknown when it comes to 
calculating option prices is the degree to which they may deviate, that 
is, the volatility of the underlying.

This defines the parameters of the famous differential equation that 
attempts to grasp stochastic processes by means of a formula for logarith-
mic normal distributions:
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To simplify matters somewhat, the problematic quantity, the unknown 
future volatility (sigma), is calculated according to the price amplitudes 
and random movements of underlying values in comparable historical 
time periods. There is no need to guess the particular hits and misses 
that possible futures may hold in store; all that is required is to calculate 
the scope for variation within which these could occur. On the one hand, 
the price of an option or a derivative is now no longer assessed accord-
ing to the rise or fall of the underlying, that is, according to the appar-
ent evidence of price trends. On the other hand, an assumption is already 
built into the calculation that unpredictable future prices will behave like 
unpredictable prices in the past and that their variations will be similarly 
distributed. While we may not know what will happen, we can assume 
that what is unforeseen (and indeed unforeseeable) will at least fall within 
the range of current expectations.22

There is no suggestion that specific prognoses can be made, only 
that future distribution patterns can be predicted. Ultimately, the “Capi-
tal Asset Pricing Model” calculates the scope for potential risks along 
with their corresponding profit outlooks. It provides information not just 
about the compilation of portfolios but also, in particular, about calcu-
lating prices for financial derivatives and hence about making claims on 
claims. However original the formula developed by Black, Scholes, and 
Merton may have been, however much it may have been anticipated by 
isolated and half-forgotten attempts from around the turn of the cen-
tury, and however much it may stand out from a range of contemporary 

figure 3 (a and b) The Black-Scholes differential equation.
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endeavors,23 the success of their mathematical procedure was guaranteed 
not least by the fact that it responded to the financial problematic of the 
1970s by introducing a new element into the discourse that harmonized 
with the basic tenets of neoliberalism.

We can identify in this formula, then, a mathematical representa-
tion of current market logics, the processes of which were codified on 
the model of differential equations for heat conduction and diffusion in 
statistical mechanics. The “efficient market” and “random walk” hypoth-
eses were both implanted into this mathematical procedure, which can be 
considered the starting point for a general methodology of price formation 
in financial derivatives and the cornerstone of a new “super perfect-market 
paradigm.”24 Moreover, earlier suspicions—concerning, for example, the 
precarious proximity between derivatives trading and gambling—were 
mathematically laid to rest here; the invention of new financial products 
and the function of derivatives markets were mathematically legitimized. 
Investments in unknown future events became subject to strict calcula-
tion. At the same time, the Black-Scholes formula and its variants must 
be recognized as purely theoretical constructs, a kind of “enacted theory.” 
This is where their performative aspect comes to the fore. Through this 
calculus, financial derivatives actually create their own conditions of pos-
sibility, appealing to the market to make their claim to economic rational-
ity come true. In this respect, there has been much talk of an adaptation 
of economic reality to economic theory and the gradual emergence of a 
special “Black-Scholes world” that did not yet exist in the 1970s: not just 
a prognosis of market events but the establishment of protocols by which 
markets themselves could subsequently operate.25 As a product of the new 
theoretical discourse, the formula mounts a compelling case for deriva-
tives trading, thereby holding out the prospect of stabilizing the system 
and justifying its own theoretical implications.

Information

This circular process points to a further component that still influ-
ences the way the finance economy operates today. Thanks to the Black-
Scholes formula and its variants, financial derivatives have not only 
become objects of mathematical formalization; they have also become 
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specific media-technology formats. It is not by chance that the worldwide 
expansion in derivatives trading has coincided with the different stages 
of computing history and the development of information technology. 
Financial markets have always been structured by the close connection 
between price formation on stock exchanges and innovations in media 
technology, which since the nineteenth century have included the intro-
duction of the telegraph, the use of transatlantic cables, and the accelerated 
communication of market information via ticker tape. To take only the 
example of the optical telegraph invented by Claude Chappe, we can see 
how the trend linking financial affairs to information technology spread 
like a virus across postrevolutionary France. In 1836, two Bordeaux bank-
ers bribed a telegraph employee to allow additional signals to be added 
to official dispatches in the course of optical transmission. This system 
made it possible for them to gain a commercial advantage over their rivals 
by receiving information about price movements on French government 
bonds before letters or newspapers had arrived. This misuse of state news 
channels over a two-year period provides early evidence for how time dif-
ferences can be systematically exploited and prices transformed in line 
with available information.26

The infrastructure of the modern finance economy was similarly 
defined by electronic and digital technologies. From the first plans to 
set up electronic financial markets in the 1960s, via the creation of 
computer-assisted stock exchanges, the provision of electronic trading 
systems and share platforms, to online brokering and the opening of 
the World Wide Web for stock market and financial transactions in 
1993, advances in information processing and telecommunications have 
helped create the financial machinery that now determines a signifi-
cant part of the world’s social welfare.27 This machinery is as essential 
for trading with financial derivatives as it is effective. The set formulae 
of the Black-Scholes model practically cry out for implementation by 
information technology. At first, option pricing was calculated by com-
puter according to the Black-Scholes formula. Rather inconveniently, 
the relevant tables were then sold in print format to interested traders 
and subscribers.

As early as 1974, Texas Instruments manufactured a pocket calcula-
tor that was programmed with the relevant valuation formula and offered 
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Black-Scholes results for day trading. And a highly effective fusion of 
finance theory, mathematics, and information technology has been evi-
dent, at the latest, since the emergence of computerized trade in options 
and futures markets in the 1980s. To the extent that the efficient market 
hypothesis requires the efficient processing of information, an imitation of 
theory by economic reality can be noted here: “The more efficient capital 
transactions and financial markets become in the real world, the more 
exact become the continuous-time model’s predictions about actual finan-
cial prices, products and arrangements. This means, in short, that reality 
will eventually imitate theory.”28 This market could only have been set up 

figure 4 One of the tables generated by Fischer Black. The figures on the far 
left indicate the market prices; the next row represents the strike- or base-prices 
(i.e., the prices fixed at the close of an option agreement, when the relevant 
securities can be handed over to the buyer). The large numbers in the body of 
the table give the values for call options with a fixed maturity date (e.g., July 
16, 1976) on the Fridays of successive weeks (e.g., June 4, 1976); the smaller 
figures give the amount that an option contract will vary by if the market price 
shifts by a dollar. The data in the table’s headlines state the interest rate, Black’s 
assumption about market volatility, and details about dividends (adapted from 
MacKenzie, An Engine, Not a Camera, 160).
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under new technological conditions. Financial theory, mathematization, 
and technical implementation enter into a productive interrelationship, 
such that the invention of new financial instruments and the installa-
tion of corresponding markets confirm each other in their raison d’être. 
The alliance of theory and technology holds out the prospect of com-
bining maximum liquidity, optimal price determination, and efficient 
data transmission in consolidated financial markets. The dovetailing of 
finance mathematics and media technology ultimately legitimized talk of 
a “Midas formula”29 that translates turbulence into predictable dynamics, 
and random market events into reliable profit outlooks.

The Black-Scholes model was declared the “most successful theory 
not only in the domain of finance, but also in the whole of economics.”30 
This assessment is bound up with a number of basic assumptions, strata-
gems, and expectations about financial insights. If we look at the way 
the elements mentioned above—futures trading, new computational pro-
cesses, and information technology—now interact in financial markets, 
we can see that a historical transformation has taken place. Information 
has replaced currency standards of various kinds as the basis for global 
finance. The credit economy and currency systems no longer depend for 
their stability on conversion into gold or commodity money; stability is 
conceived instead as an ongoing exchange between money and informa-
tion. To the extent that prices on financial markets simultaneously com-
pile information about the future of prices, information about money has 
become more important in transactions than money itself. The market 
installs an information-automatism. Efficient markets are markets for effi-
ciently distributing information; competition now appears as competition 
for information. This extends all the way to today’s competition in “high 
frequency trading,” where the latest technologies provide an advantage 
of milliseconds when it comes to retrieving market information. If the 
international finance economy can be understood as a technologically 
implemented theory of money, then the circulation of money takes on the 
function of an information-producing apparatus. In this respect, it may 
be considered an essential aspect of what we now know as the information 
society.31
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New oikodicy

Even as the new formula began remaking financial markets in its 
own image, its elegant simplicity and “beauty” drew frequent comment. 
Such judgments of taste undoubtedly derive from an essential, almost clas-
sical feature of the Black-Scholes model: it allowed the stabilizing forces 
of the market—and hence balancing and equilibrium effects—to reassert 
themselves. That is the much vaunted “Newtonianism” of the system. In 
a world of financial derivatives conceived along these lines, a compensa-
tion mechanism repays risks with returns and uncertainties with lucra-
tive prospects. As Fischer Black once said, “the notion of equilibrium in 
the market for risky assets had great beauty for me. It implies that riskier 
securities must have higher expected returns, or investors will not hold on 
to them.”32

Investors could now protect themselves against risk by “hedging” or 
spreading the risk; they could “rid themselves” of the risks attendant on 
investments and foreign currency—as envisaged by the Black-Scholes for-
mula—by taking out option contracts tending in the opposite direction. 
It was a strategy that boded well for business: “The more we trade [with 
financial derivatives] the better off the society, because the less risk there 
is.”33 This Nobel Prize-winning conversion of guesswork into a science of 
finance also promised to amortize the effect of uncertain futures and thus 
the dimension of time in general. If we think in terms of normal distribu-
tion, mean values, and Gaussian or bell curves, we should be able to plot the 
pattern of variation for future events against the range of variations displayed 
by unpredictable events in the past. Future risks should behave analogously 
to existing risks. Accordingly, the commercial routines of financial markets 
are based on the premise that future expectations can be translated into 
expected futures and that, in the long run, homogeneity between the future 
present and the present future is more or less guaranteed to prevail.

Although uncertainties have not simply disappeared in this model, its 
dynamics suggest that the expansion and intensification of market activity 
will usher in a risk-neutral world, one in which an indeterminate future can 
be assimilated into the present since it is offset by determinable expectations 
about the future. The translation of economic data into integrable systems 
makes it possible to depict a world that moves gently and continuously from 
moment to moment, knowing neither crashes nor sudden leaps and bounds. 
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In such a world, the operational advantage of mathematical formalism cor-
responds with the theoretical presupposition that the system itself functions 
regularly, homogenously, steadily, and with an inherent tendency toward 
equilibrium. In this respect, the calculus devised by Merton, Black, and 
Scholes can be understood as a fully articulated allegory for the system as a 
whole, since—as the mathematician James Yorke once remarked—writing 
down the solution to a differential equation requires finding regular invari-
ants and must therefore eliminate the possibility of discontinuity or chaos.34 
Any other “solution” would be disastrous for the status of economic theory 
as well as detrimental to its performative self-affirmation.

Despite drawing criticism from some quarters, the Black-Scholes 
model was accepted (with modifications) as a central functional element 
of the finance economy. As a result, the assumptions and viewpoints built 
into the liberal or neoliberal oikodicy—the balancing power of competition 
and price mechanisms—were implanted into everyday work processes and 
business routines. The model functions as a technologically implemented 
economic theory and could be understood as a model for risk manage-
ment in general, as a political regulatory mechanism with universal appli-
cations. By articulating the vision that all events and relationships in the 
world around us can be assigned a market value—in a perfectly competi-
tive world we only need to know the price of things—the new liberalism 
implied that a differentiated, quasi-molecular market can safeguard every 
possible future with securities, options, and derivatives and so reinstate 
a kind of earthly Providence. The conceptual framework of the finance 
industry could be used to “evaluate and price the risk in a wide array of 
applications, both financial and non-financial.” These “option-like struc-
tures” are universalized in the face of “uncertain futures,” holding out the 
utopian prospect of an all-encompassing, all-equalizing market.35

The new finance capitalism thus promises nothing less than a democ-
ratization of the financial world and a form of order which—equipped 
with concise theoretical models, optimized financial products, and digi-
tal technologies—will be better able to bring about social harmony than 
the utopian socialisms of the nineteenth century. That accounts for the 
visionary tone recently adopted in financial theory:

We need to democratize finance and bring the advantages enjoyed by the cli-
ents of Wall St. to the customers of Wal-mart. We need to extend finance system 
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beyond our major financial capitals to the rest of the world. We need to extend 
the domain of finance beyond that of physical capital to human capital, and to 
cover the risks that really matter in our lives. Fortunately, the principles of finan-
cial management can now be expanded to include society as a whole. And if we 
are to thrive as a society, finance must be for all of us—in deep and fundamen-
tal ways.

Democratizing finance means effectively solving the problem of gratu-
itous economic inequality, that is, inequality that cannot be justified on rational 
grounds in terms of differences in effort or talent. Finance can thus be made to 
address a problem that has motivated utopian or socialistic thinkers for centuries. 
Indeed, financial thinking has been more rigorous than most other traditions on 
how to reduce random income disparities. Equipped with modern digital tech-
nology, we can now make these financial solutions a reality.36

End of history

The removal of limits on financial markets and the creation of 
“international markets for human capital”—underscored by a triumph-
alist rhetoric of expansion—envisaged a proactive, flexible adaptation of 
societies to situations of continuous risk exposure. In this we can detect a 
reform of the old welfare state and the emergence of a new format, a society 
that is not only based on competition but might also, with some justice, be 
termed a modular risk culture. This new social order knows neither class 
nor party, only the bonds of financial interest and economic partnership. 
The social field is now embedded in the dynamics of finance capitalism. 
On the one hand, this shift reminds us that, since Adam Smith, politi-
cal economy has consistently been inspired by moral philosophy and that 
now, with the implementation of the latest financial techniques, a kind of 
practical reason also holds sway: like no other social invention before it, 
the intricate network of innovative financial products is said to ensure the 
realization of “distributive justice” across all life situations.37

On the other hand, we can clearly see how the claims made by older 
versions of theodicy are resuscitated in the core concepts of the new finan-
cial system. The assumed efficiency of financial markets entails that we 
can only imagine their relation to the world as the ongoing optimization 
of all relations within that world. This means that individual anomalies 
and crises cannot cast doubt on the benign functioning of the system as a 
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whole: “It would be absurd to junk the system because of a few failures.” 
And it also means that regrettable cases of “moral hazard,” or misdirected 
speculation, are either ruled out in this system or attributed merely to the 
mishaps and misdeeds of individual agents.38 Things may go awry from 
time to time, but the system itself continues to function as it should. From 
the perspective of this order, the future could only appear as infinitely 
foreseeable and consequently lacking in true futurity: with “risk-offsetting 
investments” and the ongoing exploitation of future risk, we enter into a 
kind of posthistorical condition in which it is no longer possible to dis-
cern any single line of historical development, only random and molecu-
lar movements. Such, at any rate, is the claim made by the equilibrium 
theorem in its most recent reformulation. In its current form, the theory 
envisages not just dynamic balance but an equalizing process that offsets 
the uncertainty of present futures with the predictability of future pres-
ents, thereby efficiently minimizing the power and influence of time on 
the course of events.

It is unsurprising, then, that financial thinking repeatedly and 
almost inevitably succumbs to the temptation to imagine an end to his-
tory. Thus Kevin Hassett, economist and one-time chief economic adviser 
to presidential candidate John McCain, bizarrely set out to prove that 
neither world wars nor economic crises, neither deportations nor mass 
murders, neither the Korean nor the Vietnam war had ever taken place 
on American financial markets; all they had ever witnessed were rising 
returns, and nothing but steadily increasing profits can be expected from 
them in the future, too.39 And in the 1990s, the golden years of the new 
finance economy, rumor had it that thanks to flourishing financial mar-
kets, the drama of economic cycles was coming to a halt and “the end 
of economic history” itself had arrived. With information technologies 
and increasingly stable commercial operations, the United States, at least, 
would enter a state “beyond history.”40 Speculation and hedging were sup-
posedly financing the way to a posthistorical epoch in which economic 
stabilization would contribute to social, political, and cultural stability. 
Such views were in keeping with philosophies intent on reconciling the 
old nation-states with the new economic and political liberalism and call-
ing—with Francis Fukuyama—for the advent of the posthistorical world 
and an end to history in general.
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Here too, the “liberal revolution in economic thought” cements the 
now fully established alliance between liberal democracy and the “free 
market”—and it is no accident that this “good news,” these evangelical or 
glad tidings, date back to the “remarkable developments in the last quarter 
of the twentieth century.”41 Since the 1970s, the vanishing point of finan-
cial theory is to be found in the figure of a system that achieves stability by 
rendering its dynamic processes atemporal. The future is always already 
priced in. And in this respect, too, the liberal capitalist oikodicy reasserts 
itself, maintaining that Providence is still at work in the market. Yet this 
hope for an earthly Providence, unlike the philosophical theodicies of old, 
does not conclude with a Panglossian thought experiment; it culminates 
instead in a far-reaching, worldwide social experiment that has not yet 
come to an end.



 5

Economic and Social Reproduction

Oikonomía

There can be no doubt that neoclassical financial and economic the-
ory also operates with assumptions about stability and equilibrium models 
that can be called deterministic. The order of this oikodicy is character-
ized by a dynamic equilibrium in which atomized competition on finan-
cial markets initiates a circulation of risk, raising the prospect of balancing 
the uncertainty of present futures with the predictability of future pres-
ents. In this we can detect signs of what has recently been termed a “finan-
cialization,” characterized by the prominence assigned to capital turnover 
and financial motives, by the influence of affiliated industries, instru-
ments, players, and institutions, by the inclusion of ever-new participants, 
by the ever-expanding volume of financial products and their returns, and 
by the privileged status accorded to financial markets as such. This hori-
zon spans a system of mutual obligations in which the temporal struc-
ture of financial contracts sets the standard for all contractual agreements 
and for social cohesion itself. The figure of a new contrat social comes into 
play.1 With that, and at the same time, a dynamic is established which 
takes the reproduction of finance capital—the dominance of its rhythms, 
cycles, and mechanisms—as the model for all other economic, social, and 
cultural forms of reproduction. At any rate, the new oikodicy, along with 
the relations, event types, and forms of interaction it sets up, promises to 
provide a blueprint for codifying the social bond.
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In this enterprise we can recognize a problematic which, if it is to 
be adequately described and theoretically conceptualized, bids us revisit 
older scenes of political thought. We would do well to recall the prehistory 
of this discussion of an economic fatalism that sees society and the econ-
omy as being determined by the same laws of production. The famous 
reflections in Book One of Aristotle’s Politics on the purposeful order of 
the pólis, on the role of oikonomía, the acquisition of exchange goods and 
the function of money, may be seen to contribute to an art of discrimina-
tion that gauges the fate of the polity by the mechanisms it puts in place 
to maintain and perpetuate its internal structures. At issue here is not 
just the notorious and influential exclusion of the monetary economy, or 
“chrematistics,” from the realm of the political, which was to resonate far 
beyond Scholasticism all the way into modern political economy. More 
precisely, Aristotle is concerned with demonstrating how a particular dis-
tinction or delimitation quite directly affects the form taken by diverging 
modes of reproduction.

How the natural order of the polís is constituted in Aristotle is suffi-
ciently known. Here, living in a community—communal involvement or 
koinṓnía politikḗ—is initially realized in the oíkos or household, whereas 
the life of the combined households is realized in their working towards 
the goals of political life, autárkeia and eudaimonía, the self-sufficient and 
good or fulfilled life of the polís. With that, the political bond is not only 
declared the origin or goal (télos) of every social form; it is not just regarded 
as the end point of a movement by which the parts come together to form 
a political whole (sýntheton) and, in so doing, accord with their natural 
(or teleological) constitution. This political teleology further entails that 
the business of domestic life—economics or oikonomía, together with the 
related activities of making a living, acquiring goods, and providing for 
the household—is subordinated to political ends and remains embed-
ded in the form of commonality. Oikonomía is necessarily a function of 
politikḗ or it has no existence at all. For the Aristotelian zṓon politikón 
there is therefore an “oikonomic” activity only to the extent that nature—
and hence the goals immanent to the political bond—reproduces itself in 
and through such activity. The political animal is economic only insofar 
as it is political.2 And what figures here as the economy proves to have 
no independent existence, as has frequently been noted of “premodern” 
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economic modes; it has no laws and mechanisms of its own and fits seam-
lessly into the conditions for maintaining the sociopolitical status quo.

Against this background, however, the course taken by the Aris-
totelian analysis of oikonomía is no less predictable than it is precarious. 
For just as individual households (oikía) figure as purposeful parts of the 
polís, and the practices of oikonomía in turn as an element of politics, so an 
analogous configuration of parts and whole can be detected in oikonomía 
itself, which likewise betrays a teleological orientation. Accordingly, not 
only are sovereign, conjugal, and paternal relations (despotikḗ, gamikḗ, 
patrikḗ) identified as parts of oikonomía; above all, the question arises as 
to how the art of acquiring exchange goods—and with it the aspects of 
trade (metablētikḗ) and moneymaking (chrēmatistikḗ)—stands in relation 
to household management and its goals. Are these activities intrinsic to 
oikonomía from the outset, are they constitutive parts of it, or are they 
merely subordinate elements?

This is the point at which Aristotle’s argument departs dramatically 
from its previous course. On the one hand, we can only speak of a natural 
commerce which, as part of the whole, conforms to the nature of oiko-
nomía, and hence the polís, if it relates to that “true wealth” which finds 
its limit in the elimination of want, in needs-based use and consumption, 
and which respects the “amount of such property sufficient in itself for a 
good life.” As a purposeful part of economics or politics, acquired prop-
erty (ktḗsis) is exhausted through use. Just as every means finds its natural 
limit in the end (only ends themselves can be limitless), so all external 
goods receive their inherent limitation in “oikonomic” or domestic use. 
They fulfill their purpose in providing the material basis for a good life or 
for life as such, and in the process they succumb to the law of their own 
finitude. Correlative to this are a specific exchange type and a specific way 
of using money: to the extent that all exchange acts are extinguished in 
the elimination of want and the guarantee of a self-sufficient life, and to 
the extent, moreover, that they qualify as a fair exchange, one involving 
an appropriate distribution of goods and respecting the bond of reciproc-
ity, such transactions may still rightly be deemed purposeful or natural. 
Human needs, and mutual exchange oriented towards such needs, consti-
tute, support, and promote the political bond.3 That ultimately signifies 
the prevalence of a cyclical conception of time, which—in accordance 
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with the Anaximander fragment—is distinguished by its periodic return, 
by the circle of acquiring and using, becoming and decay. The communal 
bond of the polís reproduces itself in the sublunary cycle of nature.

Chrematistics

On the other hand, however, it is precisely here, in his analysis of 
economic practices (including the art of acquiring exchange goods), that 
Aristotle identifies a teleological confusion that divides what belongs 
together and dissociates what is the same, bringing about a critical devia-
tion or aberration in the orderly series of goals. At this point, a fundamen-
tal difference is introduced which sets “oikonomic” activity at odds with 
its primary or natural tendency. For according to Aristotle, we can recog-
nize, in the divergence of exchange acts and money, not just a reaction to 
an expansion of the community and to a spatial extension of trade; and 
these do not just bring about a temporary interruption in the closed cir-
cle of autárkeia, a provisional hiatus between acquisition and use. Rather, 
Aristotle’s canonic argument is that precisely the intervention of the mon-
etary function sets off a ruinous escalation, making possible an “other 
kind” (eídos) of exchange practice, the distorted mirror image or double 
of the first.

While this enterprise, designated commercial exchange or retail trade 
(kapēlikḗ)—a rich source of characters for Aristophanean comedy—is still 
located in the polís and grounded in the bond of commonality, it has the 
effect of making movable goods and possessions oddly unlike themselves. 
A shoe, for example, can be used for walking in and also as a means of 
exchange; in the second case, however, it departs from the end for which it 
was made and ultimately finds a distorted realization in the institution of 
money (nomisma). Even if the use of means of exchange—be they shoes, 
metals, or stamped coins—is not “unnatural” in itself, the critical point 
is that they make it possible for the same item to be used in two radically 
different yet interchangeable ways. Such goods may be acquired, firstly, in 
order to be used, but they may also, secondly, be traded for profit. In the 
means of exchange—in money—a reversal of means and ends is made 
possible; the means is convertible into the end, the instrument into the 
work. External goods are acquired not just in order to be used, but also for 
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the purpose of acquiring other external goods, hence in order to increase 
the turnover of means of exchange or money. Here the shoe is no longer 
a shoe; and here a precarious change of form takes place, a deviation that 
might also be called parekbasis, a digression from the right and natural 
path. Intrinsic to the means is its perversion into an end in itself, and 
hence a deceptiveness which, in one and the same operation, makes one 
type of exchange (pursued for the satisfaction of needs) indistinguishable 
from another (pursued for the sake of profit).

This very indeterminacy of two separate types of exchange is what 
determines the fate of politics. For this is the characteristic digression or 
aberration that occurs in moneymaking (chrēmatistikḗ): here the acquisi-
tion of exchange goods no longer finds its limit in need or use; instead, it 
is redirected to an inner limitlessness in which the purposeful expenditure 
of means aims at an increase in means.4 With the pursuit of moneymak-
ing, no limits are set to the investment of means, and hence to commercial 
enterprise. Chrematistics is limitless with respect to both means and ends, 
and is thus defined by its inner boundlessness. The unity of the exchange 
relation is breached; in chrematistics, “oikonomic” activity is haunted or 
travestied by a fatal doppelganger. This unnatural turn of events, however, 
arises from the natural development of things, a mix-up or teleological 
confusion that is documented, in Book One of the Politics, in the ambiva-
lent and shifting semantics of the concept chrēmatistikḗ. Whereas initially, 
in the third chapter, the term designates the art of acquiring exchange 
goods in general, conceived as part of oikonomía, and hence the procure-
ment of life’s necessities (chrḗmata), later, in the central ninth chapter, it 
is used in its “authentic” sense for the special case of moneymaking or 
the profit-driven acquisition of goods, which contradicts the nature of 
oikonomía. Finally, in the tenth chapter, it once again refers to the art of 
acquiring exchange goods as such. This is a significant oscillation that 
makes the character of chrematistics appear in a contradictory—at once 
natural and unnatural—light.5

Dark entelechy

This not so much historical as logico-genetical development, lead-
ing from the procurement of movable goods via barter to the monetary 
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economy, is not just presented by Aristotle in strict analogy to the develop-
ment of the political bond, from koinṓnía via oíkos to polís; rather, it cul-
minates in a volte-face and places political ontology on its head. And in 
the function of money, in the replacement of unlimited goals by limitless 
means, chrematistics assumes the form of a perverted or dark entelechy. 
When Aristotle subsequently describes such boundlessness as manifestly 
unnatural (parà phýsis), what he has in mind is, in the first place, a depar-
ture from the series of political goals, a rejection of communal involve-
ment and a depoliticization of the political bond. The proportions of 
commonality grow indistinct. For with the limitless striving implied in 
chrematistics—which, incidentally, runs directly counter to the Aristo-
telian concept of striving—reciprocal involvement in human affairs is no 
longer directed towards the satisfaction of mutual needs and the com-
mon good of a fulfilled life. Instead, it is now driven by the prospect of 
each participant gaining goods without end. Accordingly, the Ethics of 
Aristotle is not content to trace back “the drive for profit” and “insatiable 
desire” to particular and local vices, such as lack of restraint, cowardice, 
or anger, but conceives them as “injustice” per se, that is, as an attack on 
the law of appropriate involvement or reciprocity. Chrematistics explodes 
the format of mercantile justice; it undermines the grounding of the com-
monwealth in natural law; it decenters the bond of koinṓnia, otherwise 
fixed on the middle (méson) and the relative suitability of all means. And 
it opens up the path of a perpetually unequal exchange that veers from 
the high road of justice and the law, leading to a realm where the perfec-
tion of the political animal comes face to face with its “worst”—and that 
also means tyrannical—possibilities.6 The symbolic bond of the exchange 
relation takes a diabolical turn.

Above all, however, the development of chrematistics touches on a 
dimension in which we may discern the collapse of the natural order as 
such, and with it a break in the onto-cosmological circle. At the climax 
of the chrematistic escalation, we encounter a kind of artificial procre-
ation which, in the moneymaking business or usury, in the lending out 
of money for profit (obolostatikḗ), spawns a self-reproducing means, a 
“breed” or “offspring” or simply “interest” (tókos), which makes it possible 
for money to father itself, so to speak, to proliferate and flourish by its own 
devices. In a similar vein, Plato had already spoken of interest as the “the 
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progeny (tókoi) of the parent sum.” Indeed, the spontaneous movement of 
this extreme form, according to Aristotle, can no longer be reconnected 
to the logic of the simple exchange or purchase. The route back to the 
natural order of oikonomía and polís has been cut off. Instead, in the busi-
ness of moneymaking, money gives birth to more money, “and this is the 
explanation of the name (tokós), which means the breeding of money. For 
as offspring resemble their parents, so usury is money bred of money.”7

We are dealing here, then, with a monstrous filiation, one that 
necessarily characterizes the “most unnatural” way in which exchange 
goods are acquired, denatures nature itself, and promotes the limitless 
self-reproduction of means. The circle of acquisition and need has been 
ruptured once and for all; an unnatural form of procreation has entered 
into creative rivalry with the natural order and its reproductive cycles, and 
this form will ultimately dictate its own temporal regime. For if chrema-
tistics has a tendency to expand into the infinite and unbounded (ápeiron), 
if money propagates itself in endless progression, then time is no longer 
subordinate to the cardinal points staked out by the periodic movements, 
the cycles of phýsis, the coming into being and dying away of all things. 
Time is out of joint, suspended and deflected from its original trajectory. 
A temporality governed by need is replaced by an open and linear time 
in which the power of the future is made manifest: an imperfect (atelḗs), 
abstract, and exterior time of nonrecurring times.

The conversion of time into the procreative force of the monetary 
form amounts to a subversion of natural temporality, giving rise to an 
autonomous and empty form of time, measurable and “mintable,” a time 
without characteristics and devoid of any particular quality: “Chrematis-
tic trade is an exchange which seems to put a price tag on time, since it 
essentially consists of an exchange between different points in time.”8 In 
the accrual of interest, time—as the index of sheer passing—has become 
money. If we are justified in speaking here of “money time” or “capital 
time,” then this is also a deregulated time, brought into being by the very 
teleological aberration that plunges the same into an abyss of difference 
and produces the “specter” of “what does not come back to itself.”9 That 
is the vanishing point of the confusion recounted, in all its drama, in 
Book One of the Aristotelian Politics: in the boundless proliferation of 
money and its offspring, a spectral double or travesty of the natural order 
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is invoked; an erratic movement is unleashed that perverts the internal 
dynamic driving the growth and preservation of the political organism.

Nameless business

While it would be wrong to identify the Aristotelian analyses of eco-
nomics, exchange, and monetary form as a precursor to modern political 
economy, they can nonetheless be credited with having introduced a pro-
ductive, apt, and conceptually nuanced distinction that serves, not least, to 
juxtapose diverse materialities in the production and reproduction of the 
communal bond. The “natural” self-perpetuation of the political organ-
ism stands opposed to the “artificial” breeding of money. Chrematistic 
processes manifest aspects of a dispersal or disaffiliation which releases 
them from the architecture of economics and politics. In developing their 
own dynamic, they unleash a disintegrative force that assails the political 
life form from without or undermines it from within. The “aberrant” use 
of money thus raises the specter of the ruin of the polís and its communal 
form, and it reminds us that the Aristotelian Politics is contemporaneous 
with the downfall of the Attic commonwealth in the fourth century. The 
philosopher of the polís steps on stage as the curtain falls; his entry coin-
cides with the deterritorialization of the political terrain.

We may further perceive, in this analysis of chrematistics, the resonance 
of a gradual consolidation of market activity and long-distance or maritime 
trade (emporía) in the environs of the ancient city-states. Whereas the Homeric 
epics did without a word for trade, at most designating in prēktḗres a free agent, 
fixer, or dealer, with overtones of piratical entrepreneurship, and whereas Plato 
still advised that cities be established not on the coast but eighty stadia from 
the sea, so as to keep the unreliable, promiscuous trafficking of trade centers 
at a safe distance, from the fourth century onwards we see signs of a bur-
geoning mercantile trade—as in the Attic agorá—as well as concessions and 
legal guarantees granted to foreign traders (díkē emporikḗ). The Aristotelian 
analysis of chrematistics is thus marked by a certain perplexity towards the 
disconcerting novelty of commercial practices and the institutional crisis they 
helped precipitate—here too a reminder that trading on a commercial scale 
can by no means be understood as a gradual evolution from local and time-
honored economic modes.10
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This finding may be generalized. Just as, according to Benveniste, 
there are no common words to designate trade and traders in the Indo-
European languages, such forms of enterprise evidently lying outside all 
occupations, practices, and techniques and being characterized as mere 
“busy-ness” (as in the Latin neg-otium, the sheer “absence of leisure”), 
so economic history tells us that markets in the commercial sense first 
arose on the outskirts of cities, often in connection with military cam-
paigns, with invasions or pillaging raids and the risky undertakings these 
entailed.11 At any rate, there is no evidence to suggest—as modern eco-
nomic legend would have it—that commercial practices, market relations, 
and mercantile mentalities grew organically, as it were, from needs-based 
economic modes. Local economies were characterized by an absence of 
market economies and market-economic relationship networks, and the 
development of such networks, until well into the Middle Ages, went hand 
in hand with their detachment from political communities. Commercial 
enterprise was both unattached and foreign, in every sense of the word.

A fracture line thus appeared in Aristotle’s investigations along 
which, over the subsequent course of Western cultural and discursive his-
tory, there repeatedly arose the question as to whether, how, and with 
what consequences the laws of economic and market-driven reproduc-
tion interfere with the laws governing the self-preservation of political and 
social bodies. Since Scholasticism, for example, the time of chrematistics 
has competed with the time of creation, God’s special property, acquiring 
a taint of blasphemy on account of its stubborn secularity and artificial 
progeny. And however tortuous and complex the relationship between 
Old Europe’s bans on usury and the need for capital may have been, how-
ever porous the boundaries between Christendom and market processes 
may actually appear—it was from tensions of this kind, and not least 
from a theological transcription of Aristotelianism, that there emerged 
a striking array of figures which, as outcast, sinful, parasitic, or simply 
spectral personifications, were made to embody the precarious status 
accorded the monetary economy, investment capital, and the charging of 
interest on loans. To the spectrum of a trifunctional society consisting of 
clergy, peasantry, and military (or nobility), which Georges Dumézil and 
Georges Duby have demonstrated for medieval Europe, there was added 
another, fourth species which, as one contemporary preacher put it, stands 
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aloof from the community and the “labor of men.”12 It is a counterpart to 
autochthony. Its diverse variations, ranging from the leprous usurer of the 
Middle Ages to the anti-Semitic denunciation of “Jewish” finance capital-
ism, do not just rehearse the notorious stigma of the alien, the placeless, 
or the proscribed. They also demonstrate a sustained engagement with 
fertility semantics, reflecting in the process the reproductive accomplish-
ments of Western societies.

Money and fertility

Against this background, we can make out two complementary lines 
of development or historical traces which diverge, converge, or intersect at 
numerous points. On one side, the artificial births, travesties of creation, 
and reproductive acts engendered, contra naturam, by liquid capital all 
stand for an industrious infertility which condemned the usurer to a place 
alongside the sodomite in Dante’s Hell, for example, or reappeared in the 
form of Shylock’s sterile ducats in Shakespeare’s Merchant of Venice.13 On 
the other side, and conversely, money’s infinite fecundity could become, 
from the Early Modern age onwards, a figure for the potency of produc-
tive forces in general. For example, a bottomless moneybag that appears 
in one of the first German novels in prose, Fortunatus (1509), not only 
generates a series of picaresque adventures for the protagonist, and hence 
a novelistic narrative as such. Above all, what is so special about this mon-
eybag is that its wealth is directly sexualized and associated with quite 
specific ideas about reproduction: according to this text, probably written 
in the trading centers of Augsburg or Nuremberg, the stream of money 
will never run dry so long as it is diverted once a year to provide a dowry 
for a virgin without means, thereby enabling her to wed and bear chil-
dren. The fortunate owner of the “lucky purse” (Glückseckel ) must further 
see to it that his own family line is carried on—a striking affiliation of 
the biblical injunction to “go forth and multiply,” genealogical duration, 
and liquid capital. Money’s associative quality has transformed the Aris-
totelian (or Scholastic) disjunction of money or life into a conjunction of 
money and life, directly linking the proliferation of life to the potency of 
wealth.14 And it is not surprising in the end that this coupling of fertility 
and finance was to become, some two hundred and fifty years later, in one 
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of the most famous documents of a new mercantile reason, a manifesto for 
economic vitality and its procreative power. In its second appearance in 
Benjamin Franklin’s Advice to a Young Tradesman—a prominent reference 
text for Max Weber’s account of the “spirit of capitalism”—the manifesto 
reads: 

Remember, that money is of the prolific, generating nature. Money can beget 
money, and its offspring can beget more, and so on. Five shillings turned is six, 
turned again it is seven and three-pence, and so on till it become an hundred 
pounds. The more there is of it, the more it produces every turning, so that the 
profits rise quicker and quicker. He that kills a breeding sow, destroys all her off-
spring to the thousandth generation. He that murders a crown, destroys all that 
it might have produced, even scores of pounds.15 

In these examples, the coupling of fecundity and money has taken on an 
almost dynastic quality: what in Franklin’s “crown” still survives as an 
association with sovereign authority was illustrated in Fortunatus with the 
quasi-regal insignia of the prolific moneybag.

These two lines of development could be pursued further. We could 
document, for example, how in the nineteenth century—the age of bio-
politics and accumulated industrial and finance capital—the discursive 
fracture lines mentioned above branch off and cross over, how they find 
a focal point in the idea of “life,” how they release forces of attraction 
and repulsion, and not least, how they give rise to numerous model nar-
ratives which position themselves as so many variants of a “critique of 
political economy.” We might think here of Balzac’s story Gobseck (1830), 
in which a landless, sexless, and unattached allegorical figure for capital 
ultimately forms new alliances, establishes himself with an ergo sum papa 
as the paternal origin of both familial and financial genealogies, and in 
this way bequeaths a doubly fruitful inheritance; or of Gustav Freytag’s 
novel Debit and Credit (Soll und Haben, 1855), where parasitical Jewish 
credit dissolves and corrupts all idyllic relations and can only be banished 
or made to prosper through the benign influence of German capital, by 
German merchants on German soil, in German genealogies and German 
commercial practices—an ominous alliance of capital and race. We could 
think, too, of Émile Zola’s stock market novel, Money (L’Argent, 1891), 
written against the background of a contemporary wave of bankruptcies, 
which pursues the project of recoding finance capital in conformity with 
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Catholicism and which circles around an enterprise that, following the 
example of the protagonist, draws parallels between speculative and sexual 
practices, professes its faith in social fertility and the élan vital, yet leaves 
behind only further bankruptcies and “degenerate” offspring in the end. 
The utterly dissimilar tendencies and plotlines of such narratives converge 
in one of the great problems preoccupying the nineteenth century: the 
question of how movements of money and capital flows come to be reter-
ritorialized in the life of the social body, which psychosocial types and 
personifications emerge as a result, and how economic processes and social 
structures interpenetrate to produce diverse conflict situations, hybrids, 
affiliations, and resonance amplifications. The primacy of the capitalist 

figure 5 Frontispiece of Fortunatus, Augsburg 1509.
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economic form makes it necessary to work through the tensions arising 
from competing modes of reproduction. Nothing less than the dominant 
code of the social bond and its self-perpetuation is at stake.

“Filiative” capital

Such demarcations, boundary phenomena, and transvaluations 
help to inform us about the roundabout ways in which Western societies 
responded to the dynamics of market activity and the capitalist economy. 
They indicate ways of repudiating, or adapting to, diverse birth scenes of 
capitalism; and the varying degrees of distance or proximity which they 
articulate attest to critical interferences between social or political repro-
ductive cycles and vital economic processes. While it would be impossible 
to subsume the history of the unleashing of economic forces in the West 
under a continuous evolutionary process or under a single concept of cap-
italism, we can nonetheless identify an astonishingly resilient elemental 
kernel that the various different “capitalisms”—from the emergence of 
commercial markets via mercantile capitalism to industrial and finance 
capitalism—all have in common. This kernel may assume greater defini-
tional consistency when viewed against the background of the discursive 
situation that has just been outlined.

However we choose to define the various “spirits” of capitalism—as 
the rational calibration of irrational drives; as the separation of the means 
of production from labor-power; as a market economy organized by 
and for private interests; as the dominance of a dynamic entrepreneurial 
class; as the unlimited accumulation of capital through formally peaceful 
means—in the spectrum of the countless attempts at definition we can 
detect a more or less constant problematic. According to this problematic, 
the question of “capitalism” or the question of the capitalist form always 
implies two things. It assumes, firstly, that the processes of modern eco-
nomic modes cannot simply be reduced to the dynamism of a closed sub-
system operating in concert with other social subsystems. And it points, 
secondly, to those arenas in which social reproduction in general appears 
to be inextricably intertwined with the self-reproduction of capital and 
of market mechanisms, in particular. If it is true that the development 
of modern political economy is bound up with the end of Old European 
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economics, then the chrematistics of old acquires a new and privileged 
discursive space. We may speak of a capitalist economy wherever the “arti-
ficial” or chrematistic reproduction of forms of capital, including their 
internal dynamics and crises, has become the key criterion for social vital-
ity. Capitalism would thus not be a homogeneous system but a particular 
way of organizing the relationship between economic processes, social 
order, and technologies of government in accordance with the mecha-
nisms of capital reproduction.

This resonates with a Marxist intuition. Hence we can—following 
Marx’s analyses—only speak of capitalist modes of production if we 
presuppose a “filiative” form of capital. In this form, commercial and 
finance capital no longer stand in loose connection to, or enter into stra-
tegic partnership with, nonaffiliated, non-economic modes of produc-
tion (as in the various Early Modern alliances between trading houses 
and the feudal system). Instead the question arises as to how the dissolu-
tion of all possible forms of property into capital flows, on the one hand, 
and the transformation of all imaginable activities and modes of produc-
tion into “abstract labor,” on the other, are recombined or “affiliated” 
on a new level. Only under this condition can the self-reproduction of 
capital be grasped as the dominant machine which appropriates all pro-
ductive forces and productions for itself and installs itself as the new 
“quasi-cause,” the coordinate for the self-preservation of the social and 
political bond. Capital has assumed responsibility for producing all “fili-
ative” relationships.16 In this form of capital, furthermore, the difference 
between the two functions of money—to mediate between exchange 
and use values, on the one hand, and to circulate as surplus value in 
bank notes and credit (i.e., to provide an investment stream), on the 
other—has become unrecognizable. In the “interminable movement” 
Money–Commodity–Money, the social conditions for the production 
of surplus value vanish from the self-representation of capital; value has 
“acquired the occult quality of being able to add value to itself. It brings 
forth living offspring, or, at the least, lays golden eggs.”17 The movement 
of capital appears here as a self-generating life form that subordinates the 
social conditions of its existence to its own logic. Precisely because the 
social field is represented in capital through its lack of representation, it 
becomes subject to the laws of capital.
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That is why, according to Marx, conditions of production need to 
be understood as conditions of reproduction. The “filiative” qualities of 
capital imply that capitalist production “of itself” incessantly reproduces 
the “separation between labor-power and the means of labor,” the opposi-
tion between the forces of labor and the means of production, and hence 
its own “conditions of exploitation”: “The capitalist process of production, 
therefore, seen as a total, connected process, i.e. a process of reproduction, 
produces not only commodities, not only surplus value, but it also produces 
and reproduces the capital-relation itself; on the one hand the capitalist, on 
the other the wage-laborer.”18 However antiquated such terminology may 
appear from the vantage point of our own, “postindustrial” capitalism, 
one thing cannot be denied: more than anyone else, Marx found a way to 
reconnect with the Aristotelian theory design under new premises, posing, 
alongside the question of the logic of economic processes, the question of 
the place and status of a productive and self-(re)producing human form. 
From this perspective, a stringent “critique of political economy” would 
not only have to do away with the aporias admitted into the classical theo-
ries of economics; nor need it just be understood as a flagrant procedure 
for unmasking the estrangement processes encrypted in the value form, or 
for confronting the specter of exchange value and the metamorphosis of 
commodities with a critical ontology. It would have to begin, above all, by 
coming to terms with a formation which, as “capitalist,” is characterized 
by the fact that each and every one of its economic productions reproduces 
a specific division of the social field. The self-perpetuation of the capitalist 
form has become a fait social total.

Vital politics

In some respects, several of the various “neoclassical” or “neoliberal” 
schools took these lessons to heart, radicalizing the orientation of politi-
cal economy in recent times. Since the midtwentieth century, at the latest, 
one question in particular has moved to the forefront of attention: how is 
it possible to uphold the parameter conditions under which market laws 
and the laws of capitalist economics will be able to harmonize with the 
laws governing the reproduction of society? Market laws, it is suggested, 
are not necessarily restricted to market phenomena; nothing less than 
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an “economics of the social body, modeled on the principles of a market 
economy,” is envisaged. The principles of an optimized social productiv-
ity presuppose a heightened need for integration into economic relation-
ship networks. In general terms, it is a question here of establishing a form 
of governance in which vital social processes are dictated by economic 
dynamics. This not only means restructuring institutions with that end 
in mind, developing an axiomatics whose formal (legal and institutional) 
frameworks guarantee that social order will be constituted according to 
market-economic mechanisms and that a space for the survival of capital-
ism will be created. Rather, market relations are to be interpreted expan-
sively. They now extend to cover all relations and interactions, the “total 
field of human action” or a general “praxeology.”19 While specific expecta-
tions of increased economic efficiency are invested in the synchronization 
of economic and social reproductions, so too are hopes for a social forma-
tion in which the revitalizing forces of a “nonalienating” capitalism will be 
fully realized. The alienating tendency assumed to be at work in capital is 
to be done away with.

In the course of such reflections, the contours of the older homo 
economicus are perceived, in all their limitations, as the profile of a “ratio-
nal fool.” On the one hand, “economic man” is now deanthropologized, 
driven out of the anthropological format that had defined him in the eigh-
teenth and nineteenth centuries. More recent economic theory grasps the 
substrate of homo economicus no longer as a shifting amalgam of desires, 
inclinations, and interests, but as a mere abstraction, a fiction or model 
whose decision-making game is deployed for clarifying particular situ-
ations and problems. Homo economicus henceforth operates as a kind of 
theoretical probe or experimental procedure for testing and evaluating the 
functionality of institutions, organizations, and communication forms, 
for example. He has evolved from a more or less real entity into a heuris-
tic figure, a role constructed solely for analyzing context-bound decision-
making processes on a case-by-case basis.

On the other hand, and conversely, the non-economic remnant 
deducted from homo economicus, the “whole human being,” now appears 
as a new productive factor in its own right. With the latest drive in innova-
tion and in view of declining profit margins, hitherto untapped resources 
are opened up for development. The imperative of the new economy is to 
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transcend the very limits of the economic by exploiting the capital(s) of 
the everyday world, the lifeworld, the world of interpersonal relationships. 
A kind of Vitalpolitik is called for, a “politics of life” per se,20 which aims 
at harmonizing economic and social milieus and which sets its sights on 
individuals in their entirety, watching over them from morning to night, 
in their homes and in their beds, as lovers and as dreamers, in sickness 
and in health. The economy—or rather, capitalism—must constantly be 
realized anew. In a sense, it has undergone a makeover to make it appear 
compassionate, soulful, and meaningful; at any rate, it no longer cares to 
be mistaken for a rationalistic calculation of profits.

Economic imperialism

The various neoliberalisms may therefore be understood, as Fou-
cault remarked in his lectures on modern governmentality, as programs 
for a particular technology of government which, rather than interfering 
directly with the individual, produces milieus in which older regimes of 
subjection and discipline have been made obsolete. Whereas disciplinary 
power once set up microcourts everywhere, now micromarkets are dis-
persed throughout the social field.21 Economic governance aims at a kind 
of efficient and continuous self-employment in which competition, in all 
its manifestations, clears and penetrates the thicket of social relations. 
Commercial and competitive transactions, once punctually and locally 
organized, are now placed on a permanent footing. They carry with them 
the expectation that the complex web of interpersonal relationships can 
be coordinated through the multiplication of new explicit and implicit 
markets and their associated incentive structures. This also means that 
economic subjects no longer act simply as trading, producing, or con-
suming agents but function instead as fully fledged businesses, complete 
with corresponding motivational situations, action radii, and structural 
complexes. Households are redefined as miniature factories, individuals 
as microenterprises. If Foucault could speak in this regard of the forma-
tive, formalizing, and informing power of an enterprise culture for soci-
ety, this does not mean that all forms of human behavior are now to be 
geared towards commercial and competitive imperatives. On the contrary, 
it means that the trace elements of market conformability in the totality of 
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individual practices and movements, projects, goals, and decisions are to 
be activated. We are faced with the economization of everyday life and the 
“multiplication of the enterprise form within the social body.”22

What, in this context, has very self-consciously been termed “economic 
imperialism”23 gains in explanatory force with the waning of functional dif-
ferentiation. Since the 1960s, it has centered on the new resource of “human 
capital.” If this is taken to mean the totality of knowledge, skills, and quali-
fications which “assume the dual function of durable produced goods and 
consumer goods,”24 then two essential dimensions are thereby disclosed. 
Besides detecting a push into non-economic terrain and an expansion of eco-
nomic analysis to encompass hitherto neglected factors, we can see, on the one 
hand, that the binary opposition of capital and labor has been undermined 
and homogenized in a universal concept of capacity. From this viewpoint, the 
education, formation, and deployment of “labor-power” appear as an ongoing 
investment process, as one of the embodiments of capital as such, and hence 
as a source of future financial and emotional dividends. Relations between 
self and world have become investment concerns, while salaried employees 
have become “intrapreneurs” or “labor-power entrepreneurs.” The “commer-
cialization of everyday life” is further bound up with a new management style 
that specializes in the liquidation of older symbolic borders. Organizational 
structures become fluid, labor relations are remodeled in the image of an “any-
time/any-place” economy, and individuals in active employment resemble 
labor nomads, wandering in a twilight zone between home and office, career 
and private life, personal and professional relationships.25 The relevant catch-
phrases provide an overview of how reality is being programmed (that is to say, 
realized): Lifelong Learning, Flexibility, the Mobile Workforce, the Primacy 
of the Short Term—all these labels call for the dissolution of stable identities 
and reserve the future for a nebulous, shape-shifting self. Short-term contracts 
replace permanent institutions in professional and domestic, cultural and 
social domains. Those seeking expert advice on how to succeed in the job 
market will be informed about the demise of formalized work routines and 
the end of predictable careers and pathways through life. Having once been 
instructed to grasp their journey through life as a process of self-becoming, 
they are now urged to cultivate the art of becoming other.26 Whereas the 
compulsion to identity once prevailed, now embracing the nonidentical has 
become the order of the day.
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The saga of finance

On the other hand, investment goods and market relations are 
inevitably multiplied as a result. Genetic inheritance, education, train-
ing, knowledge, health, and family planning are all equally subject to the 
“economic approach,” and economic analysis, as the science of human 
behavior and decision making in general, now refers to the totality of a 
social field whose dynamics and microstructures may be inferred accord-
ing to the criteria of scarcity, necessity of choice, and opportunity costs. 
Here, according to Gary S. Becker and others, “shadow prices” can be 
calculated for the health and higher education systems, for schooling, sci-
ence, and social relations; these are said to function analogously to the 
incentives provided by market prices.27 It is hardly surprising, in the end, 
how a reminiscence of Aristotle returns here under a new guise, albeit one 
that would see the philosopher turning in his grave. If Malthus’s theory of 
human population had already rested on the reciprocal relations between 
economic growth and fertility, these relations are now given a new, sys-
tematic form that conceives itself less as biopolitical than as bioeconomi-
cal. We are dealing with the vital standards of populations and hence, 
once again, with the procreative force of families, households, and domes-
tic units. Marriage markets and divorce trends, the domestic and sexual 
division of labor, breeding habits, altruistic or selfish tendencies, relation-
ships between the quality and quantity of children, birth and mortal-
ity rates, generational sequences and reproductive cycles, family planning 
and family politics: all these factors are to be evaluated and priced accord-
ing to their marginal utility, that is, with a view to optimizing the rela-
tions between investment costs and foreseeable returns.

With that, not only does one of the primal scenes for the production 
of human capital come into view. More generally, the stakes of “filiative” 
capital—the entanglement of fecundity, procreation, and market activity, 
the linking of biological, social, and economic reproduction, the coupling 
of fertility and capital return—are realized here. The rationale provided 
for chrematistics is couched in terms suggesting a somnambulistic reprise 
of the Aristotelian question. Thus Gary Becker contends that his model 
of human capital as it pertains to the family “appears to be the first that 
relates fertility to interest rates.” The reproduction of capital has finally 
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attained “filiative” or dynastic predominance. That we are dealing here 
with a twentieth-century success story is unexpectedly claimed and illus-
trated with a narrative model for the synonymy of fertility and finance. 
The economist and Nobel laureate Becker programmatically cites the 
novelist and fellow Nobel laureate John Galsworthy, who has the narrator 
of his Forsyte Saga comment on the topic of “reproduction” in the follow-
ing terms: “A student of statistics must have noticed that the birth rate had 
varied in accordance with the rate of interest for your money. Grandfather 
‘Superior Dosset’ Forsyte in the early nineteenth century had been getting 
ten per cent for his, hence ten children. Those ten, leaving out the four 
who had not married, and Juley, whose husband Septimus Small had, of 
course, died almost at once, had averaged from four to five per cent for 
theirs, and produced accordingly.”28

Such turns of phrase, in which the untrammeled forces of the mar-
ket or of capital are directly tied back to social filiations, raise the prospect 
of an end to chrematistic theory, the effective consummation of chrema-
tistics. The Aristotelian or Scholastic dichotomy of natural and artificial 
growth has been superseded. The very outsourcing of market and com-
petitive dynamics and the decontextualization of capital flows were what 
made it possible for the social and political bond to be newly coded. That 
leaves its mark on the programs advanced by today’s neo-Scholasticism, 
which unlike the Scholasticism of old is not concerned with preserving 
premodern, long-established economic modes but rather with bedding 
down the social field in the manner prescribed by postmodern economics. 
The resources of human capital represent the counterpart to the reorga-
nization of the financial system since the 1970s. A process extending from 
the multiplication of market relations to the generalization of enterprise 
culture, from the formation of human capital to the economization of all 
relationship forms, exhausts itself in the “financialization” of the social 
field, in a kind of new covenant that unites social and economic reproduc-
tion even as it coordinates the life of the social body with the movement 
of capital.
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Fault Zone

Field of desperation

All the same, it is hard to believe that neoliberal ideas could have 
been effectively and systematically woven into the fabric of society. We 
should remember that societies all but continuously generate attrition 
and loss, exclusion and dysfunction; they always contain potholes, tracts 
of wasteland, stagnant ponds of unproductiveness. Society is something 
“that leaks, financially, ideologically—there are leaks everywhere.” Even 
Hegelian-Marxist orthodoxy would have to concede that social forma-
tions cannot be defined by way of “contradiction” and “division,” nor do 
they necessarily offer themselves as arenas for the labor of the negative. 
Nothing—least of all capitalism itself—has ever run aground on its con-
tradictions; on the contrary, the whole undertaking seems to function all 
the better “the more it breaks down.”1 Likewise, the latest proposals for 
the efficient, global reconciliation of society with the market amount to a 
series of directives which can only, at best, impose themselves regionally, 
provisionally, and in exceptional cases. Economic history itself calls for 
a more subtle capacity for differentiation and therefore turns out to be a 
field of desperation for economic theory. Just as the emergence of modern 
competitive societies cannot be understood as resulting from the continu-
ous expansion, evolution, and monetization of local economic modes, so 
the success of capitalist agents cannot be explained by any putative respect 
for market rules on their part. Over a very long period of time, as Fernand 
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Braudel has shown, “age-old economic forms” and exchange relations of 
the most diverse kind continued to exist beneath the surface of the mone-
tary economy, and skilled entrepreneurs have always operated in the realm 
of the “unaccustomed” and extraordinary, benefiting from patronage rela-
tions and privileged access to information, circumventing the laws of the 
market economy “in the most natural way” (in part with state support), 
and by no means considering themselves duty-bound to uphold liberal 
attitudes.2

It therefore seems appropriate to adopt a skeptical attitude 
towards all homogeneous economic models with systematic preten-
sions. A glimpse into the tangled mass of nonlinear historical develop-
ments invites us to block the process by which economic activity is 
subsumed under coherent economic logics. Primitive forms of alloca-
tion are not the same as markets, local markets are not the same as 
global markets, and these in turn are distinct from capitalist exchange 
relations. And even the brave new world of global finance has been 
beset by doubts as to how—if at all—its transactions still conform 
to classical market processes. Skepticism is all the more justified in 
view of a question raised by the vigorous adaptation of societies to the 
dynamics of capital turnover: how great a degree of dependence, from 
which laws, and with what consequences does this ongoing process 
suggest and indeed compel?

Keeping this question in mind will allow us to glimpse more 
than just a miscellany of isolated facts or historical corrections. What 
is at stake is the demand for consistency implicit in economic and 
financial theory. The very form of economic knowledge as a science 
stands in doubt, given that such a science will be without epistemic 
purchase unless, by definition, it fulfills the condition of a sufficiently 
constituted object—unless, that is, it can demonstrate some sort of 
really existing, systematic consistency. Economics legitimates itself as 
a science by demonstrating that the interplay of diverse factors and 
endeavors is capable of bringing forth a qualitatively different figure of 
order; and the possibility of economic theory stands or falls with the 
contention that economic dynamics are themselves lawfully regulated 
process forms.3
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Confused empiricism

It is hardly surprising, then, that demonstrations of inadequate law-
fulness and deficient systemic consistency are seen as attacks, not just on 
the status of political-economic orthodoxy but also on the scientific and 
theoretical claims made on behalf of the discipline of economics. A case 
in point is the episodic encounter from the 1960s that brought the Polish-
French mathematician Benoit Mandelbrot into contact with American 
economic science and saw him carry out a series of investigations into the 
dynamics of price movements. Drawing on the examples of income distri-
bution and long-term changes in cotton and security prices, Mandelbrot 
outlined an activity that resembles less a steadily flowing stream than sud-
den bouts of turbulence: an anomalous, wildly fluctuating perturbation 
which, in its unpredictable or monstrous outbursts, seemed determined by 
freak events rather than by rationally explicable processes.

In essence, there were four key findings that Mandelbrot, having 
first sifted through the data at IBM’s Thomas J. Watson Research Center, 
proceeded to set out in numerous articles.4 First, price changes cannot 
be traced along continuous pathways and infinitesimal variants; they are 
interrupted instead by nonlinear deviations and erratic variations. Discon-
tinuous processes and abrupt leaps tend to prevail. Second, Mandelbrot 
noticed that over time small changes tend to be followed by small changes 
and large changes tend to be followed by large changes, such that gyrations 
and oscillations maintain or reinforce each other. This means that, third, 
even when examined over a longer time frame, successive price events do 
not hover around an average value. More precisely, they do not—unlike, 
say, the flurry of particles in Brownian motion—correspond to the prob-
ability of a normal distribution graphed on a Gauss or bell curve. They 
correspond instead to a hyperbolic or Pareto distribution in which a few 
large deviations determine the effect of the entire distributional structure, 
resulting in heavily skewed outliers, or so-called fat tails. Empirical distri-
butions of price changes, Mandelbrot writes, “are too ‘peaked’ to be relative 
to samples of Gaussian populations.” In addition, Mandelbrot observed 
that the geometric form of price changes remains constant regardless of 
the timescale applied: these changes are scale-invariant and have a self-
similar or “fractal” structure. That is why, fourth, it is to be expected that 



 Fault Zone

over economic time sequences no predictable periodic cycles will emerge 
from the data but, at the most, fluctuations with “nonsense moments” 
and “nonsense periodicities.” The regular ebbs and flows characteristic of 
“Joseph effects”—seven fat years here, seven lean years there—appear in 
combination with “Noah effects”: deluge-like catastrophes, swings, and 
crashes.5

This account of market processes was bound to be provocative. 
According to Mandelbrot, background noise and trend amplifications, far 
from numbering among the incidental characteristics of price movements, 
reflect their “deeper truth,” which can be described but not satisfactorily 
explained. In normal or Gaussian distributions, significant and extraordi-
nary deviations can be ascribed to external causative factors; in the distri-
butional patterns analyzed by Mandelbrot, the distinction between causal 
and accidental factors becomes blurred. The opposition between regular 
systemic functioning and exceptional occurrences now seems tenuous or 
irrelevant; and to the extent that the nonlinear dynamics of the market 
are here seen as being governed by indeterminate variables, processes are 
discerned which prove incompatible with notions of equilibrium. These 
processes break with certain “physicalisms” or “Newtonisms” favored by 
economic theory. Mandelbrot’s debt to physics is evident, on the contrary, 
in his depiction of market activity as irreducibly stochastic, manifest-
ing itself in irregular or “turbulent” event forms. The concept of turbu-
lence—from the Latin turba, turbo, and turbidus—designates a murky 
continuum encompassing aspects of confusion, restlessness, immensity, 
and multiplicity; observing the phenomena which lie on this continuum 
means plunging into a dark and confused empiricism.

This is where Mandelbrot’s economic investigations led him to tra-
verse a field of objects also explored by the physical chemist Ilya Prigogine, 
who claimed to detect in it a fundamental repudiation of nineteenth-
century physical and thermodynamic models. This field contains self-
organizing structures that are far removed from states of equilibrium 
and which therefore tend to assume completely unpredictable behavioral 
forms, as exemplified in the spontaneous flow patterns of turbulent fluids. 
What is remarkable about such behavior is that it is by no means sim-
ply chaotic; it appears instead as a structured chaos in which a transition 
from an orderly “laminar” flow to an unsteady and “turbulent” flow takes 
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place, resulting in continuous changes in speed and direction. Although, 
seen from a macroscopic point of view, states of turbulence appear to be 
utterly chaotic and irregular, on the microscopic level they prove to be 
highly organized. In effect, we are confronted here with states in which 
a system “wavers” on the threshold of different, equally viable directions 
of development, creating scope for a range of uncommon probabilities: at 
any given time, it remains uncertain which systemic state will come next. 
Prigogine refers in this context to the concept of clinamen in the physics of 
Epicurus or Lucretius: the tiny, unpredictable swerve that causes a particle 
to veer away from its trajectory, a chance deflection that generates the 
atomic swirl from which an entire universe may arise.6

The field of history

Against this background, Prigogine proclaimed a “science of becom-
ing” whose phenomena would pertain more to the fields of society and 
history than to those of classical physics. Mandelbrot spells out the con-
sequences for the figures of order underlying economic processes. What 
immediately becomes apparent is a collapse in predictability and statis-
tically justified forecasts. Their place is taken by regular incalculability 
or incalculable order. Price movements resemble a fractally structured, 
organized chaos. Even when these movement profiles display certain reg-
ularities, they remain without prognostic value. In their fundamental 
irregularity, they frustrate the market-theoretical hope for pattern predic-
tions or “catallactics.” Recurring structural patterns can, at most, be put 
down to hindsight bias and “perceptual illusion”: “Everything changes, 
nothing is constant.”7

At the same time, the indeterminism that goes hand in hand with 
such unpredictability—a second-order indeterminism in which statisti-
cally probable dynamics, no longer covered by extreme value theorems, 
take on an almost meteorological character—opens up a paradoxical view 
of what is happening at any given time. Just as, in turbulent systems, a 
microscopic figure of order corresponds to macroscopic chaos, so deter-
ministic variables on the microeconomic level—the rational conduct of 
market players, for example—can lead to movements with merely chance 
variables, and hence to irrational effects on the macroeconomic level.8 
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Markets tend to be influenced by fluctuating clusters of volatility; they are 
efficient and crazy at the same time. If they therefore appear to be limit 
figures of knowledge, then this is not least because, in markets, informa-
tion is no longer distributed and communicated efficiently, that is, eco-
nomically. To be sure, the organized chaos of turbulent motion is still, in 
principle, susceptible of representation; but the quantity of data needed to 
represent it verges on the incalculable: 

The ideal case scenario that we could know and comprehend the 
movement of each individual particle in [turbulent] motion quickly proves 
illusory. In order to understand . . .  a flow at a depth of one meter, for 
example, we would need to calculate the local speed in all three spatial 
dimensions in 1010 places. That equates to 10,000,000,000 or 10 billion 
places, and this would only capture the flow at a single point in time. Even 
though modern computers might be capable of storing so much data, it is 
doubtful whether such an exercise would provide us with any worthwhile 
knowledge.9

Acquiring information about such systems costs an exponential sum 
of information. From an economic point of view, this means that if effi-
cient markets are defined by the efficient distribution of market informa-
tion, then the market movements analyzed by Mandelbrot document an 
overtaxing or a breakdown of informational efficiency.

Leaving aside Mandelbrot’s bemusement at economic theory’s pre-
dilection for the models of nineteenth-century statistical physics, his own 
investigations raised profound doubts about the scientific status of their 
object. For if science is only possible when given patterns have a prospect 
of repeating themselves over time, thereby allowing for the extrapola-
tion of laws, then the distributional patterns identified by Mandelbrot 
appear neither “conservative” nor “robust” enough to fulfill the concept 
of scientificity. And one must also, as Mandelbrot himself pointed out, be 
aware that “one faces a burden of proof that is closer to that of history . . .  
than that of physics.”10 In any event, the hypothesis of nonhomogeneous 
systems with abnormal distributions is “unscientific” in the sense that it 
operates with norm-free models; it has abandoned the search for univer-
sally valid rules and renounced all deterministic aspirations. A modified 
scientific format is in play here. The reliability of fixed laws makes way for 
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a space of manifold bifurcations and potential rules. The pathways and 
variables of the economic universe have multiplied, and Mandelbrot’s very 
mathematization of economic movements leads not into the promised 
land of systemic consistency but into a wilderness of historical contin-
gency. What is called for is an idiosyncratic theory design that affirms the 
very inexplicability of its object. Markets resemble troubled waters whose 
complex behavior no invisible hand can smooth and no Ockham’s razor 
can cut down to size. The simplest explanation is by no means the most 
correct. By claiming the intrinsic nonhomogeneity of economic processes 
and by systematically frustrating ideas of equilibrium, Mandelbrot’s inves-
tigations represent a form of nomadic knowledge that has turned its back 
on the foundations and traditions of (neo)classical economics.

A theoretical approach of this kind, characterized as it is by a loss 
of intellectual certainty, potentially spells an end to economic theory; 
Mandelbrot may have been justified in once calling himself a “devil’s 
advocate.” This view came to be shared by political-economic orthodoxy 
itself. For the experts in the field, Mandelbrot’s market scenarios appeared 
far from promising; one even denounced them as a “mishmash of pure 
nonsense and tricks.” What many found particularly objectionable was 
the retraction of the economic object, amounting to a ruinous negation 
of self-regulating market mechanisms and economic systematicity: “It’s 
not that easy to deal with those predictions in a systematic way.” In the 
end, if Mandelbrot was right, “almost all our statistical tools [would be] 
obsolete. . . . Surely, before consigning centuries of economic work to the 
ash pile, we should like to have some assurance that all our work is truly 
useless.” For “Mandelbrot, like Prime Minister Winston Churchill before 
him, promises us not utopia, but blood, sweat, toil and tears.”11 In the 
1970s Mandelbrot temporarily withdrew from the field of economics; his 
attack on economic theory’s ideas of system, its figures of equilibrium and 
order, remained episodic.

Even if the resonance of Mandelbrot’s disconcerting models proved 
short-lived and resulted at best in scattered attempts to adapt them to the 
seriousness of oikodicy (things always become more serious, Deleuze and 
Guattari once remarked, when nondeterministic forms of knowledge have 
to be brought into line with “determinism”12), the questions they posed 
concerning the mechanisms governing financial markets opened up a 
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polemogenic field. Under the aegis of various neoliberalisms, financial sys-
tems had been set up to run theoretically, practically, and technically on 
the model provided by efficient, perfectly functioning markets. Financial 
activity appeared as pars pro toto of the economy as a whole. Increasingly, 
however, concerns have been voiced that what articulates itself in the logic 
of financial transactions is not so much a consummation of spontaneous 
market processes as their distortion and unraveling. For some time now, a 
motley crew of devil’s advocates has been insisting that the turbidity and 
tumultuousness of financial markets cannot simply be pacified through 
the judicious application of rebalancing mechanisms or through the stabi-
lizing interplay of rational participants and systemic rationality.

The intermittent financial crises of recent decades have thus lent 
weight to the quite understandable surmise that the capitalist economy 
is by no means behaving as it ought to behave. According to the prob-
ability theorems of efficient markets, the recurring crashes since 1987 
had a risk factor of one in tens of billions and thus should never have 
occurred. They therefore confirm the hypotheses that financial markets 
may not be real markets after all and that their price-setting mechanisms 
are not necessarily market-compliant.13 For all their evident undesirabil-
ity, these so-called crises indicate that exceptional cases may well play 
an integral part in the regular functioning of the system. At the same 
time, they attest to a crisis in the theoretical model that places its trust in 
the inherent self-stabilizing tendencies of financial markets. And insofar 
as crises, irregularities, and turbulences signify nothing less than that 
the present status of a system does not necessarily derive from its past 
status, or its future status from its present one, they feed doubts as to 
whether classical and neoclassical concepts—concepts such as equilib-
rium, self-regulation, efficiency, rational expectations, the coordinating 
force of price signals, and so on—are sufficient to grasp the dynamics of 
financial processes. The question is thus whether the specific character 
of economic processes manifests itself in notionally “timeless” phases of 
stability or, on the contrary, in states of exception, in the destabilizing 
irruption of historical time.

With that, a distinction is introduced that is as much quantitative as 
it is qualitative. On the one hand, there is copious evidence to show how 
the peculiar materiality of the finance economy has become divorced from 
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the materiality of production, how its turnover has exceeded by multiples 
the volume of trade in commodities and become “weightless.” Whereas 
productive capacity has barely risen since the midtwentieth century 
relative to freight and tonnage, value creation has tripled over the same 
period.14 On the other hand, we may inquire to what extent the fluctua-
tions of the finance economy are still modeled on elementary exchange 
processes and the mechanisms of goods turnover. According to the various 
divisions of the classical schools, monetary exchange functions as a kind 
of veil that merely covers real economic relations without affecting them 
in any specific way. Milton Friedman could still maintain that “despite 
the importance of enterprises and money in our actual economy . . . , the 
central characteristic of the market technique of achieving coordination 
is fully displayed in the simple exchange economy,” that is, an economy 
“that contains neither enterprises nor money.”15 In the meantime, however, 
attention has been drawn to the autonomous logic of monetary circulation 
and to the specificity of associated decision-making processes, dynamics, 
and relations of dependence. Capitalism simply cannot be understood in 
isolation from capitalists and capitalist practices. 

Liquidity

Financial transactions do more than just intermittently ascertain 
appropriate prices and correct valuations. Since they are realized or con-
summated in payment promises that become loans or investments and 
since these are realized in financial markets, which in turn fulfill them-
selves in the trading of stocks and shares, their main purpose is clearly to 
procure liquidity. In mobilizing capital, such transactions respond to both 
the needs of borrowers and the claims of lenders, and they serve to make 
investments—along with advance payments in the form of credit—pos-
sible in the first place. That is why payable prices are never self-present 
and self-oblivious, so to speak; they are never structured like momentarily 
passing points in time. Rather, they emerge as a kind of advance memory. 
Directly inspired by risk outlooks and forecast rates of return, they are 
determined by payments that do not occur now but will take place in the 
future. These are prices, then, that constitute themselves via expectations 
of future prices. Profit has to be imagined before it can be reaped.
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Put differently, monetary and credit transactions, investments and 
capital markets present themselves as time-critical, “time-consuming” 
processes. They rest on future forecasts and “profit expectations, so that 
the decisions to invest are always made under conditions of uncertainty. 
Because of uncertainty, investors and their financiers seek asset and lia-
bility structures that provide protection against unfavorable contingen-
cies and adjust their portfolios as history unfolds and their views about 
the likely development of the economy change.”16 The mere allocation 
of quantities of goods makes way for deliberations on earnings forecasts 
and risk outlooks. As a result, current price horizons are linked up on a 
feedback loop with future price horizons. On this terrain, markets can no 
longer gravitate around existing supplies, scarce resources, and fixed or 
“real” value references. Participants do not operate with known quantities; 
instead, they attempt to evaluate a contingent future based on how it is 
currently valued by the market itself. With that, apparently reliable factors 
like supply and demand—and their stabilizing force—become not just 
unknown but unknowable. Supply and demand mechanisms only hold 
sway in a realm where one operates with fixed budgets, not one where 
financing terms and future expectations are at stake. Accordingly, any 
demonstration that the exchange economy could be coherent, retribu-
tive, distributive, and allocative would have nothing to say about how the 
finance economy actually works. Financial markets never reach saturation 
point, and demand for capital goods is to be kept strictly separate from 
demand for consumer goods.

With that, we have arrived at a perspective adopted by several propo-
nents of a radicalized Keynesianism. They show little interest in advocat-
ing an active monetary politics, a politics of welfare-state interventions in 
times of crisis. Keynesian positions do not simply compete with market-
liberal ideas against a background of common consent on the status of 
their object. Rather, their principal aim is to reestablish the field of finance 
economics in strict delimitation from market-economic conceptions—a 
maverick approach that has assured them, from the 1970s until recently, a 
more or less apocryphal relevance within the canon of political-economic 
doctrines. Analogously to Mandelbrot’s antideterministic models, noth-
ing less is at stake here than the constitution of an alternative knowledge 
of the capitalist process. Under the condition of an elementary financing 
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process—under the condition, that is, that the financial market deals 
with questions of liquidity and structures itself via investment and credit 
liabilities—money cannot be understood as a neutral or at most veiling 
medium of exchange in economic transactions. Rather, it presents itself as 
a medium with its own efficacy and power. So-called real economic mea-
sures depend directly on their mediation through monetary and financial 
measures. Price formation is understood neither as a way to determine the 
relative weighting to be accorded to scarce resources, nor—as in quantity 
theories of money—as a function of the adjustable amount of money on 
the market. And the logic of choice is not characterized by conditions of 
scarcity but by the condition of uncertainty. Above all, financial processes 
by no means function according to the model of a self-correcting, self-
optimizing system. Instead, the very systematicity of the system is called 
into question. Whereas the various equilibrium theories could offer, at 
best, only anecdotal explanations for financial crises, here these “devas-
tating logical holes” become the presupposition for a different epistemic 
and theoretical model, a different configuration of the object of finance 
economics. They form the basis of an attempt to understand anomalous 
processes and systemic instability as resulting from the normal function-
ing of the capitalist economy.17 The modern financial system, along with 
its institutions and cash flows, should thus be contemplated from the van-
tage point of the end of oikodicy and situated in a realm subject to the 
impact of contingent events, historical ages, and periods.

Doxa

This requires that we accept the fact that the financial market as an 
institution serves to procure liquidity, and that it can only do so through 
speculation. The latter, for its part, operates in specular fashion. The earli-
est accounts of stock market trading already noted that the real facts con-
sist in expectations of facts, a trend that can be described in general terms 
as a self-reflexive tendency built into financial activity.18 To the extent 
that the purchase of financial assets takes place as a purchase of expected 
returns, payable prices are set in anticipation of foreseeable prices. The 
course of events is determined not by what was or what is, but by what 
could, might, or probably will be. The financial market functions as a 
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system of anticipations which stakes economic behavior on second-guess-
ing what the market itself thinks the future may bring. Current expecta-
tions thus do not simply anticipate future events; rather, future events are 
coconstituted by expectations of future events and consequently acquire 
virulence in the present. The present is produced by “beforehand” effects, 
as hýsteron próteron of its own future. With that, we find ourselves caught 
up in a game of exponentially raised expectations in which players observe 
each other’s observations and anticipate each other’s possible anticipations.

This specular or reflexive structure means, first of all, that infor-
mation circulating on the market is justifiable only in doxological, not 
epistemological terms. Valid knowledge of the “real,” “true,” or “funda-
mental” value of things is not to be had. Instead, valuations emerge from 
opinions mirroring opinions about opinions. Financial markets function 
as an ongoing balancing act in an environment where the pressure to 
conform is all-pervasive. Resonances of collective views, congealed into 
norms, circulate in the form of prices; and to the extent that an opinion is 
articulated with each payment about what general expectation generally 
expects to occur, decision-making and judgment profiles are increasingly 
conventionalized. That is not to rule out speculations against the market 
or isolated actions on the part of skeptics or “contrarians.” In this respect, 
it is even possible to detect an affinity with the relationship between opin-
ion and fashion, given that the establishment of fashion trends likewise 
requires a faintly paradoxical attitude of clinging to the transient and con-
forming to the extravagant.

Expressed in Kantian terms, the form taken by this economic 
judgment therefore has little in common with cognitive judgments. 
If anything, it displays an aesthetic character, since judgments of taste 
(according to Kant) stake a claim to “general validity” by invoking an 
“indeterminate norm” that—itself conceptually indeterminate—could 
“demand universal assent.”19 It is not by chance that Keynes chose to illus-
trate the choreography of financial markets with the notorious image of a 
beauty contest. According to this image, prices, like the “prettiest faces,” 
are set by “the competitor whose choice most nearly corresponds to the 
average preferences of the competitors as a whole; so that each competitor 
has to pick, not those faces which he himself finds prettiest, but those 
which he thinks likeliest to catch the fancy of the other competitors, all of 
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whom are looking at the problem from the same point of view.”20 Current 
market opinion is based on “what average opinion expects average opinion 
to be,” and judgments are made on the assumption that a majority of 
judgment acts will coincide in them. Smith’s invisible hand has made way 
for an open push for conventionality. To the extent that financial mar-
kets operate as systems to cover financing costs, they may be understood 
as mechanisms for the autopoietic production of doxa, in which rational 
expectations and preferences are only truly rational if they directly coin-
cide with common opinion and find consensus in normative ideas. Finan-
cial truths are built on conventions, conventionalism dictates the episteme 
of markets, and every theoretical justification only ratifies this doxological 
substrate. Precisely as the subject of all that can be known, the market 
renders the distinction between knowledge and opinion obsolete. From 
a governance point of view, those who call for a deregulation of financial 
markets are demanding nothing less than a symbiosis of economic and 
intellectual conformities, a machine to produce normalizing trends. That 
also explains how economic processes can be quantified; as Gabriel Tarde 
observed long ago, they are regulated by the “accord of collective judg-
ments,” by the conformist attitudes and beliefs of the many.21

Feedback

Prices on financial markets are thus not set by the same mechanisms 
as those which govern commodity markets. Price levels do not establish 
themselves and regulate the market according to the model of scarce vol-
umes and given quantities. Far from representing rock-solid “fundamen-
tals,” they circulate through the market as highly potent spectral values. 
Precisely for that reason, however, trend amplifications and positive feed-
back are not catastrophic exceptions to the status quo but functional ele-
ments endogenous to the system. Rising prices reflect public appraisals of 
worth and prompt upward revaluations, whereas falling prices make the 
swift anticipation of further devaluations appear entirely rational. The bal-
ancing interplay of supply and demand is inverted, giving rise to the para-
doxical impression that cheap financial assets are expensive and expensive 
financial assets are cheap and offer good value for money. Higher prices 
increase demand rather than lowering it.
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The Princeton economist Huyn Shong Shin detected an analogy 
between interdependencies of this kind and the effects of the feedback 
problems that plagued London’s “Millennium Bridge”—a footbridge 
spanning the Thames between Tate Modern and Saint Paul’s Cathe-
dral—upon its opening in 2000. The bridge’s slight horizontal shaking 
at 1 hertz caused the hundreds of pedestrians streaming across it to invol-
untarily adjust their steps. Whereas a mass of uncoordinated individual 
movements would ordinarily prove too diverse for a single combined 
movement to emerge (even soldiers break step when crossing a bridge), in 
this case the structure’s tiny, haphazard oscillations caused civilian feet to 
adapt both to the sway and to each other’s adaptations. Varying gaits were 
imperceptibly synchronized into lock-step motion, thereby generating and 
amplifying a sideways movement. And the very randomness of all these 
different walking styles gave rise to self-amplifying patterns, to what the 
engineers called “synchronous lateral excitation”: “the critical threshold 
for the number of pedestrians that started the wobble was 156,” beyond 
which “the wobble increased at a sharply higher rate.” The elegant struc-
ture had to be closed to the public and retrofitted with fluid dampers. In a 
similar way, the economist concludes, price fluctuations on financial mar-
kets lead to rational adaptive reactions, which produce coherent figures 
of order, which in turn result via positive feedback in a “perfect storm.” 
Like the wobbly bridge, “financial markets are the supreme example of an 
environment where individuals react to what’s happening around them, 
and where individuals’ actions affect the outcomes themselves.” Or, “The 
pedestrians on the Millennium Bridge are rather like modern banks that 
react to price changes, and the movements in the bridge itself are rather 
like price changes in the market. So, under the right conditions, price 
changes will elicit reactions from the banks, which move prices, which 
elicit further reactions, and so on.”22

We are not just concerned here with identifying the self-amplify-
ing tendencies and “trend-chasing” of short-term speculations, nor is it 
solely a matter of hoping that on financial markets—unlike on sandy 
racetracks—horses can be spurred to victory by having bets placed on 
them. Rather, dynamics of this kind quite fundamentally shape the way 
long-term processes, too, can unfold without ever coming to rest in states 
of equilibrium, attesting to a dynamic imbalance and an irreducible 
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instability in the functioning of the system. Thus the Keynesian econo-
mist Hyman Minsky, until recently something of an unheard voice in 
the ensemble of political economy, demonstrated from the 1960s onward 
how stability phases lead to increased volatility, balancing efforts precipi-
tate disruptions, and beautiful upswings result in manifest imbalances in 
financial activity. Accordingly, under the conditions of a modern finance 
economy—characterized by profit-oriented market players, an investment 
banking system, and trade with fixed and financial assets—it is precisely 
the most stable and promising economic conditions which set off a diabol-
ical financing cycle. Here too a genuinely capitalist structure is in effect. 
The elementary units of this economy consist not in exchange relations 
but in liability structures. Investment decisions and financing decisions are 
interlinked and tied to an uncertain future and its yield risks. The start-
ing point is thus the temporal rejection of a money-now-for-money-later 
correlation. Current profits validate past decisions, and present investment 
and financing decisions are determined by expectations of future profit.

Given these premises, there seems to be no good reason why, in 
periods of robust growth with positive long-term outlooks, the scope of 
investments should not be expanded beyond the limits of secured finance. 
It makes perfectly good sense to keep investing and to intensify financing 
demands against the justified hope of future capital returns. That leads, 
on the one hand, to investment income being reinvested rather than used 
to repay loans. Placing their trust in a “speculative” capitalization process, 
investors take out new loans to refinance existing loans as they fall due. 
On the other hand, the growing hunger for finance on the part of profit-
oriented financial institutions motivates the invention of novel currencies 
and financial instruments in the form of money substitutes or portfolios.

Theory of instability

In this process, in which every financial innovation and every broad-
ened use of earlier financing practices increases the volume of available 
finance, we enter into a situation where—put simply—a positive feedback 
loop links soaring investment, higher profits, rising prices for financial assets 
(such as stocks and shares), and higher investment costs. Put differently, 
favorable economic conditions make it easier to raise capital, and investment 
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volumes increase accordingly. The amount of money effectively in circu-
lation grows, and the concurrently rising cost of returns on investment 
increases both demand for loans and the willingness of lenders to finance 
them. In this investor-friendly climate, security margins are scaled back, 
liquidity preference declines, money supply is increased, and ever more debt 
piles up. The expansion of financial activity triggers an escalation in asset 
values and prices for investment goods. According to Minsky, this neces-
sarily results in a pyramid structure in which outstanding debts are offset 
by further and riskier investments. The fall in liquid assets relative to the 
market value of capital assets held in portfolios is matched by a surge in lia-
bilities that can only be offset by rising net profits, a recursive increase in 
external financing and debt servicing. This gives rise to a self-perpetuating 
and self-accelerating system that works itself, through positive feedback to 
its own horizon of expectations, into a state of speculative “euphoria.”23

Liability structures and a general context of indebtedness—Walter 
Benjamin’s debt- and guilt-ridden cult of capitalism—thus feed directly 
back to inner-worldly expectations, and the critical factor of this dynamic 
lies in the relationship between two countervailing capital flows, in the 
relationship, that is, between investment income and debt obligations, 
fixed or long-term liabilities, and foreseeable yet always uncertain and 
variable profit outlooks. Eventually, a precarious situation arises where 
compliance with existing financing contracts requires either new loans 
or asset sales. This can result in exorbitant financing options and rising 
investment costs, on the one hand, and in losses and pricing pressure on 
secondary markets and hence falling capital costs, on the other. When an 
increase in liquidity preference ensues, thereby posing a threat to liquidity 
as such, or when, conversely, a decline in the price of financial assets takes 
place, the flow-on effects can spread from individual participants back to 
the entire economic system via the cascade-like interdependences guaran-
teed by the banking structure. The result is a spiral of declining capital 
expenditure, falling profits, and decreasing investment. The functioning 
of the system has reached its peripeteia; proceedings become completely 
uncertain and assume a turbulent character. A continuation of operations 
and a collapse now appear equally likely.

Minsky’s thesis of financial instability accordingly suggests that 
manifest crises and breakdowns are not simply caused by external tremors, 
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by fiscal or political coups de théâtre; rather, they are brought about by 
the parameters and endogenous movements of the financial economy 
itself. Unlike cybernetic and self-regulating systems, the financial mar-
ket is inclined to be spooked by its own tranquillity and destabilized by 
its own stability. The very efficiency of its functioning turns out to be 
utterly dysfunctional. Every period of peace and quiet is transitory, and in 
a world with capitalist finance, as Minsky remarks, “it is simply not true 
that the pursuit by each unit of its own self-interest will lead an economy 
to equilibrium.” An analysis of supply and demand—with the prospect 
of self-adjustment and equilibrium—does not explain the workings of a 
capitalist economy, and its financial processes operate in such a way that 
they themselves generate “endogenous destabilizing forces.” This means 
that the financial institutions of capitalism are “inherently disruptive. 
Thus, while admiring the properties of free markets, we must accept that 
the domain of effective and desirable free markets is restricted.”24

2007–

So far as capital markets are concerned, then, crises are always crises 
of circulation and hence of liquidity. Perhaps we find them so disturbing 
because they shake to its very foundations the theoretical and practical 
faith we ordinarily place in the workings of a self-regulating market. The 
reciprocal relationship between financial innovation, investment volume, 
and debt circulation can plausibly be described as the mainspring of the 
finance economy over the last four decades. Even the most recent “crisis,” 
beginning in 2007, conforms to this familiar profile. Here too a liquid-
ity paradox reemerged to devastating effect: liquidity dried up at precisely 
the moment when it was needed and wanted the most.25 In this case, 
financial markets initially registered positive feedback from various capi-
talization processes which had been set off by benign economic conditions 
and driven by fully rational decision-making procedures and expecta-
tions. Rising real estate prices since the 1990s, especially in the United 
States, fueled the need for finance and led to the creation of new financial 
instruments. This in turn caused capital returns to increase, intensifying 
the search for further investment avenues and resulting in even higher 
property prices. Leaving aside the momentous changes in institutional 
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settings that facilitated such developments (for example, the repeal of the 
Glass-Steagall Act in 1999, which regulated the separation of business and 
investment banking; the Basel II Accord, which accommodated equity 
requirements to market conditions; or the market-friendly influence of 
ratings agencies), two business practices, above all, were thought to have 
perfected or fully rationalized financial operations. Between them, these 
two practices proved capable of unleashing the euphoria or accelerating 
its spread.

On the one hand, the increased demand for finance was met by 
so-called securitization. Lenders (commercial or mortgage banks) con-
solidated contracted property loans into bonds, offset them with interest 
repayments, split them into different tranches, and sold them on second-
ary markets as asset-based securities. Investment banks combined these 
with other loans and repackaged them as collateral debt obligations, assets 
with varying prospects of risk and return. In this way, coursing down 
multiple channels and byways, not only could finance offers be increased 
at will, but existing liabilities—that is, credit risks—were also removed 
from the original lenders’ balance sheets, dispersed, diversified, and to 
some extent insured, all through the logic of those derivatives in which the 
perspectives of sellers with an aversion to risk happily coincided with those 
of buyers with an affinity for it. The IMF’s Global Stability Report from 
April 2006 could still speak in this respect of the “new participants, with 
differing risk management and investment objectives (including other 
banks seeking portfolio diversification), [who] help to mitigate and absorb 
shocks to the financial system, which in the past affected primarily a few 
systemically important financial intermediaries.”26 That meant, not least, 
that individual risk documentation was replaced by an aggregate overview 
of the statistical distribution of risk potentials. This was done through 
an accounting practice, “value at risk,” that allowed singular risk events 
to be absorbed by being bundled over the weight of foreseeable normal 
distributions. Future probabilities were modeled on current ones. This 
strategy was supplemented, finally, by an ominous species of derivatives 
called “credit default swaps,” a kind of loan default insurance which made 
it possible for especially profit-oriented, risk-tolerant investors to purchase 
risk items from lenders’ balance sheets. Financing needs were covered by 
the sale of purchased risk as insolvency became a tradable commodity. 
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This amalgam of derivatives and credit money can be understood as a 
self-reflexive means for creating money and hence as the higher-order cir-
culation of insolvency.27

On the other hand, consistent use was made of the “mark-to-market” 
procedure in balancing relevant values. In ascertaining the value of cur-
rent assets and liabilities in the investment and credit cycle, reference was 
made to the prices at which the corresponding bonds and securities were 
trading on stock exchanges or in similar markets (or the prices at which 
they could be expected to trade). The value of things, after all, consists 
in nothing other than their price, and the valuation of a financial instru-
ment can be legitimated by pointing to its current market cost. Here, once 
again, appeal could be made to the logic of efficient markets—to the idea, 
that is, that “if prices aggregate the information and beliefs of market 
participants, then this is the best estimate of value.”28 Accordingly, current 
market prices directly determine the worth of capital stock. Higher prices 
increase the book value of equity capital and assets, hence also making 
it easier for companies to tap into investment funds and to secure lines 
of credit. This efficient script completed the financial mechanism. What 
results is a textbook example of how markets are meant to operate. Price 
variations immediately induce reactions in balance sheets in the form of 
further price variations, while rising real estate prices directly flow on to 
rising capital values, higher investment returns, and decreased risk poten-
tial.29 Measurable risk declines with rising asset prices, additional capital 
is made available for reinvestment, and a process is initiated which—as 
described by Minsky—leads from secured finance via financial specula-
tion to pyramid financing schemes.

Yet when property prices stagnated in 2006 and then began to fall 
from the autumn of that year, doubts about the current and future value 
of capital assets, especially so-called subprime loans, became increasingly 
widespread. Price estimates plunged amidst growing concerns that values 
had become indeterminate or indeterminable; the mutually reinforcing 
tendency of progressive movements was checked; and the signals set by the 
market price system—together with their associated incentives—assumed 
an altogether erratic character. When the probability of loan defaults 
increased as the first homeowner bankruptcies were declared, new invest-
ments failed to materialize, credit lines were squeezed, ratings agencies 
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started to downgrade securities, and interest rates on cash markets soared; 
the reverse adaptive movement set in, an adjustment to adjustments result-
ing in “synchronous lateral excitation.” Economic rationality regressed 
along the path of financing chains. The market for real estate loans fal-
tered and collapsed, assets of all kinds had to be sold off to meet refi-
nancing demands, while capital markets came under pressure and allowed 
property prices to sink even further. And because capital markets, unlike 
stock exchanges, cannot be temporarily shut down, the self-perpetuating 
fall in prices for property, mortgages, and their derivatives left behind 
“liquidity black holes.” Each of these movements intensified the oscilla-
tions in the system. Procyclical processes and resonance catastrophes are 
part of the system, and the most recent crash of the American mortgage 
market was therefore probably only the catalyst, not a sufficient reason for 
the subsequent worldwide collapse. 

The resource of time

The general conclusion to be drawn from all this is that the advance-
ment of market-compatible mechanisms—the incentive of price sig-
nals, the efficient interconnection of participants, the universalization of 
finance markets and bank-like structures—led to paralysis in the system 
and the cessation of its allocative functions. Rational operations and play-
ers produce irrational effects, and if there is an invisible hand at work 
here, then it can only be described as diabolical in nature. In essence, the 
market dreams the dream of its own endlessness and is troubled only by 
the secular circumstance that, owing to the limited, this-worldly means 
of finite participants, it finds itself confronted time and again by the bar-
rier of insolvency. In the end, this means that here, under the conditions 
of modern finance, a mutual heightening of security and insecurity takes 
place similar to that attested by Dirk Baecker for the logic of the bank-
ing industry as a whole. Stabilization is attained through the spread and 
transfer of instabilities. It is not simply a matter of noting how oscilla-
tion phases with positive feedback necessarily lead to the short-term accu-
mulation of internal risks. Rather, the very actuarial logic informing the 
latest financing strategies served at once to foster and to intensify, to pro-
duce and to disguise systemic risk. Just as banks tend to build risks into 
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their forms of investment, to diversify them and sell them on, thereby 
making a profitable business out of the risks of solvency reproduction,30 
so too in the dynamics of the derivatives trade and in the “securitization 
food chain”—perfect embodiments of capitalist or financial rationality—
risks are insured with more risks: they are outsourced, spread, and distrib-
uted along different temporal horizons. With that, a direct motive is given 
for raising the threshold for risk exposure. Furthermore, whenever price 
risks are hedged through the dispersal of price risks and speculative deals 
are hedged through speculative deals, thereby creating new risk markets 
to provide security against risk, this has the effect of offsetting current 
against future risks, which in turn are offset against the risks of future 
futures. Present markets are determined by an endless series of anticipa-
tions, and their fluctuations depend not merely on their multiple futures 
but on whatever occurs subsequent to those futures.

The vanishing point of the process thus lies in a future after the 
future. But that is precisely what suggests or indeed imposes a strict dis-
tinction between different perspectives, between (calculable) risks and 
(incalculable) uncertainties. On the one hand, the future—time as an 
infinite and inexhaustible resource—is presupposed in these operations 
and in the internal logic of the system. Risk can only be transferred effec-
tively if every outstanding future can be extended into a further future 
and if this temporal expansion can be continued indefinitely. By the logic 
of efficient markets, the calculable version of risk flows can be maintained 
solely on the condition that current risks are modeled on the probability 
of past risks and the risks of future presents are modeled on the risk prob-
ability of present futures. Each future must be the statistical shadow of its 
past for reliable knowledge of the future to be established. Risk probability 
thus acquires an “ergodic” structure, one which dictates that all future 
event populations are dispersed analogously to current probabilities, in 
conformity to a relation in which a series of a thousand throws of a single 
die equates to a single throw of a thousand dice. Keynes had also described 
this as a case of cardinal probability in action, where the relationship 
between individual risky events can be captured in a ratio since they 
occur independently of each other and without correlation. This “real” 
risk is computed in a way similar to that which pertains in the realm of 
solidary groups and pension funds: for a fire insurance society, one house 
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fire here or there does nothing to affect the probability that fires could 
break out elsewhere.31 Under the condition of an indefinitely prolonged 
future, the comforting prospect of reinsurance via statistically established 
normal distributions persists in the risk pyramids of the derivatives trade. 
To the extent that future probabilities always correspond to current ones, 
it would appear that whatever is decided and acted on today will have no 
impact on the range of future possibilities.

On the other hand, however, this treatment of event populations as 
commensurable—defying the predictions of efficient-market theorists—
proves invalid as soon as risky decisions are understood as time-critical 
operations which, moreover, enter into a feedback loop with other risky 
operations. One can only insure oneself against one’s own risks by creat-
ing risks for others, who for their part must create further risks in order 
to insure themselves. All this presupposes that time frames are finite, that 
allotted terms expire, deadlines arrive, payments fall due, and future pres-
ents always differ from present futures. Economic time series are thus by 
no means stationary or isotropic. The circumstances surrounding eco-
nomic decisions remain neither neutral nor homogeneous over time, and 
they call for continuous adaptive reactions. The more the future—from 
an actuarial point of view—is used to profile current decisions, the more 
the success of this strategy depends on the future actually conforming to 
expectations (or the expectable spread of possible outcomes). The future 
and its futures could then appear as an acceptable risk, but “the devil does 
not necessarily wish future presents to conform to the present future.”32 
What happens is always different from what one thinks will happen. And 
this means that, as soon as a future present arrives, its difference from the 
future one had once counted on arriving and factored into one’s delib-
erations is also actualized. The circular temporal structure of the finance 
industry is thus precisely what provokes unexpected futures to return to 
haunt the present. As Elena Esposito has remarked, that has been evident 
in all so-called crises, including the most recent. Accordingly, every risk 
appraisal is based on a current estimation of the future calculated by pro-
cessing past data. This yielded the elements necessary for granting credit. 
The expected rise in property prices to cover the bankruptcy rate was 
already accounted for in the present. When prices sank instead, it had to 
be conceded “that one had erred not only in the decision but also in the 
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constructed future, since the future now only imposes obligations instead 
of opening up possibilities. One must now continue paying for a project 
that no longer corresponds to reality, yet which cannot be changed or can 
be changed only by incurring additional costs.”33 The future as a realm 
of insured possibilities has now become costlier than expected, or it has 
simply ceased to exist.

Back from the future

Yet this means we have done more than just made chance mistakes 
and be deceived in our expectations; we have quite consequentially con-
tributed to producing a future different from the probable or expected 
one: “One used a different future than that which one had ushered in.” 
This is exactly what happened in the chain dynamics of securities under-
writing securities. Insofar as current credits were guaranteed by bonds, 
which in turn were backed by future debtor payments and further deriva-
tives, it was no longer clear, after the first bankruptcies were declared and 
expectations had to be adjusted accordingly, whether the circulating loans 
still represented the prospect of future profits or merely a faded and now 
untenable promise.34

At this point, available capital could no longer be distinguished from 
pure phantasm. Having banked on an endlessly distended future while at 
the same time using up its resources, we find that the present use of the 
future has exhausted the reserve of time currently at our disposal. Precisely 
because the present here depends on a future that is in turn oriented to 
the present, since the present manifests itself as the effect of a future that 
it has itself initiated, the power of the future thus accumulated expresses 
itself in paradoxical fashion. Financing chains ensure or insure the con-
tinuous procurement of liquidity, but as soon as an insured loss (i.e., a 
bankruptcy) appears here or there, the available future is depleted even 
as current liquidity is reduced; the range of possibilities shrinks in the 
present itself. Now one simply has less time or less future at one’s disposal. 
The insurance or “securitization” of future event sequences returns as an 
incursion of uncontrollable contingency, and the technologies deployed 
to control, colonize, or defuturize the future end up transforming it into 
an unforeseen event impinging on the here and now.35 A revenant of a 
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most peculiar kind, the specter of capital always comes back from its own 
future.

Whereas, within this financing system and under the condition of 
an endless supply of time, the logic of securitization and the associated 
capitalist process thus place their trust in the continuous transformation 
of uncertainty into calculable probability, a glimpse at the system as a 
whole brings the opposite dynamic into view. Here future presents appear 
as unforeseeable precisely because they were produced by anticipation (and 
by anticipating anticipations) in the here and now. Dealing with risk has 
become a highly risky endeavor, and the financial architecture of the last 
few decades, this latest capitalist innovation push, has in all probability 
proved itself to be a “complete failure.”36 It nonetheless serves to illustrate, 
in a quite fundamental way, the logic behind the financial system and 
the capitalist market’s mode of operation. When confronted by uncertain 
futures, economic rationality pursues a strategy of transforming decisions 
into mere risks, into the calculable and constructive internal operations of 
a self-referential system37; yet this approach to risk management has itself 
become a systemic risk, increasing the rate of unknown probabilities in the 
functional whole. It reveals a hypocritical performance in which the nega-
tion of risk entails its affirmation (and vice versa). The system’s immanent 
operations have blurred the difference between risk and uncertainty and 
thereby made it all the more telling. Uncertainty—that is, potentiated 
future—is here not simply an object of expectation and foresight; rather, 
it intrudes into the current present to dictate its course. The lack of cer-
tainty is precisely what intervenes in the here and now. Under these con-
ditions, we should face up to the fact that endogenous market processes 
function inefficiently, their cycles appearing both normal and traumatic 
in equal measure; economic theory itself admits to operating with vague 
prospects and offers at best a “science of imprecision.” It should therefore 
by no means come as a surprise if clear-sighted stockbrokers and traders 
occasionally dabble in Stoic meditation exercises and recommend Seneca’s 
Moral Letters to each other.38

That endows so-called crises with a peculiar event format. If crises 
can generally be understood as involving a confusion of experiential spaces 
and horizons of expectation or, in Blumenberg’s words, a “capacity to expe-
rience times of disintegration,”39 then the critical dynamic of the finance 
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economy is structured by its rejection of distinct temporal orders. While 
financial markets strive for secular eternity, while their subjects dream 
of transcending their own mortality, and while capital itself is impelled 
to vanquish the obscure forces of time and eliminate the obstacles on its 
path to an unlimited future, this chrematistic striving is always haunted 
by measurable terms, fixed appointments, due payments—in short, by the 
conditions of finite historical periodicities. Economic time is measureless, 
empty, indeterminate, proleptic, and abstract; historical times are full, 
concrete, particular, irreversible, and limited. Just as the vicissitudes of 
historical time are incompatible with the regime of the economic tem-
poral order, so the limitless time demands of capitalist processes impose 
themselves on the existence of finite things and beings, manifesting there 
as a kind of futuristic pressure. In DeLillo’s words, “the future becomes 
urgent”; it weighs on the present and makes its presence felt by mortgag-
ing lived and livable time periods. What is critical is thus not just the 
question of how the force of time codifies economic actions and event 
chains, but also the question of how it becomes entangled with temporal 
patterns of limited duration and finite occurrences.

End of oikodicy

With that, a long-overdue end to oikodicy is also heralded. After 
years spent demanding that the unreliable behavior of individuals be 
brought to reason via market mechanisms, we now have to concede that 
financial markets (as the markets of all markets) operate in such a way 
that their rational decision-making processes systematically produce the 
very opposite of rationality. The dual origin of the oikodicy in moral phi-
losophy and cosmology not only motivated a scientific self-understanding 
on the part of political economy; it also promoted an image of markets as 
the essence or ēidos of social harmony. That resulted in a self-legitimating 
circle by which the market form was theoretically justified and theoretical 
knowledge about markets was normatively privileged. This free-floating, 
self-founding theoretical construct is held together solely by the presump-
tion of self-regulating, self-optimizing, and smoothly functioning market 
dynamics, or by the claim that “the pure theory of economics is a science 
which resembles the physico-mathematical sciences in every respect.”40 To 
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this day, it still inspires some of the hoary legends lurking at the heart of 
political-economic knowledge: that there are “pure” economic facts, that 
they form a consistent system, that this system functions efficiently, and 
that all this follows an evolutionary process which leads from situations 
of simple necessity, via marketplaces, trade networks, and the monetary 
economy, all the way up to a global financial “order.” Such legends could 
be identified without difficulty as ideological were it not for the fact that 
political economy has actually created the very economic conditions it 
feels called on to analyze—from the ubiquitous hubbub of competition to 
the present-day financial system.

The persistence of these legends is all the more surprising given 
that even healthy human common sense—as embodied, say, by some-
one suited to a career in business—has begun to doubt that growth cre-
ates employment, that privatization leads to improved standards of care, 
that the market is based on fair competition, and that competition in 
general tends to the universal dispersal of affluence. From Marx or Max 
Weber onwards, the critique of political economy has been spurred on 
by the riddle of the rational irrationalities in the capitalist process, and 
the end of oikodicy consequently requires that economic knowledge be 
denaturalized, that it be released from its old, providential strictures and 
transferred to an open historical field. What is required, in other words, is 
that economics be divorced from economic theory. With that, economic 
operations no longer appear as a homogeneous system or order; rather, 
they emerge as a conglomerate of diverse cultural technologies with which 
people seek to master uncertainties, preempt dangers, structure commu-
nications, interpret their relations with the material world, gain the upper 
hand over their rivals, and improve their profit outlooks. Realism suggests 
that we direct our attention from the modeling of consistent system ideas 
to the heterogeneity of plural origins, contributing factors, and actual 
practices. After all, capitalism is neither the realization of social Provi-
dence nor the bearer of any grand historico-philosophical mission, and it 
is certainly not concerned with maintaining coherence and staying true 
to itself by any possible means. It is not about to collapse from exhaus-
tion and die a natural death, but nor will it guarantee the spontaneous 
and universal allocation of wealth. It does not run and finance itself. To 
acknowledge that it is produced, supported, and maintained by social and 
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political activities, however, is to pose the question of the objective and 
normative limits of its fields of operation. Markets cannot be shielded 
from crises and breakdowns, but our dependence on them can be reduced. 
Consumer goods and financial assets, the labor force, health, education, 
or natural resources cannot all be divvied up according to one and the 
same market logic, nor can they all be “capitalized” to the same extent 
by an all-(de)regulating market mechanism. The finance industry’s recent 
and entirely understandable appeal to be rescued through socialization 
involuntarily demonstrated that even money, capital, and liquidity are not 
simply private goods held in private hands for private ends but a public 
good, one that concerns and affects the entire citizenry. The effects of 
economic decision-making processes have themselves signaled the limits 
to the soundness of economic decisions.

Market and capital do not just form a coherent ensemble of eco-
nomic forces; they are also a condensed sociopolitical power that dictates 
a code for formatting dependence structures in the social field. Whereas 
the adepts of economic neo-Scholasticism will continue to view the alli-
ance of liberalism and capitalism as the real “metaphysics of the West,”41 
those of us who are interested in secularizing economic knowledge must 
set out to explain economies without invoking God, to interpret markets 
without relying on Providence, and to account for economic systems with-
out assuming prestabilized harmonies.42 So-called liberalism was never 
committed to an agenda of untrammeled freedom; rather, it was bound 
by providential commitments from which it derived its claim to a norma-
tive, norm-setting privilege. That is why the political question does not 
lie in the alternative between free markets and the dictates of the state, 
but in an economic agnosticism that recognizes the political dimension 
of political economy in the reduction of its eschatological rudiments and 
that distrusts the realization of practical reason through market forces.

Since it is one of the quirks of the capitalist economy that the conse-
quences of its risky decision-making processes are felt even by those who 
have no say in them, and since risks differ from dangers in that the latter 
cannot be ascribed to our actions or inactions, it is clear that systemic eco-
nomic risks and calculable damages have been transformed into elemental 
dangers for the dependent majority who are powerless to make decisions. 
Here the risks involved in the system’s normal functioning surpass the 
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limits of rational calculation, and it should probably come as no surprise 
that societies that operate in this way are “afraid of themselves.”43 “Finan-
cialization” processes have tied the reproduction of societies to the repro-
ductive forms of capital. In a kind of large-scale experiment, the attempt 
has been made to adapt systems of social and political order to situations 
of economic risk. For that very reason, the possibility cannot be ruled out 
that the systematic financing promises we have undertaken have fettered 
us to a “perfidious future” (Keynes), with all the perils it brings. Auto-
matic security mechanisms have produced a blindness to danger, and the 
commercialization of risk has made the potential damages infinitely costly 
or downright unaffordable.

Whereas modern welfare societies once emerged by transforming 
dangers into risks and by taming contingency, now danger and chance 
have returned in archaic form, as týchē or fortune, to wreak havoc at the 
center of societies: ungovernable, irregular, shapeless, and shrouded in 
ignorance. This much we know: competitive behavior on financial markets 
does not automatically tend to the common good. An interesting social 
model is not a helpful social program, and today’s national economies will 
continue to be directly confronted with the question of whether—and 
how long—they can afford to finance their capitalist functional ideas and 
structures. If we contend that the unique character of capital becomes 
universal in finance capital, determining the life processes of society as a 
single force, then we must also conclude that the hazardous whims and 
caprices of age-old figures of sovereignty have returned under the most 
modern conditions. Here uncertainty has become arcane and decisions 
are made which, in their boundless lawlessness, have taken on the char-
acter of fate. That defines the contours of the current epoch of financial 
convulsions, the topography of the capitalist cosmopolis. It is the opaque 
and unstable fault zone into which our societies have financed themselves.
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