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Brexit, China and the market:  “global angst” versus great values. 
  

Here is a chart from economist Scott Grannis, which reminds us that the market’s nature is to regularly 
pretend the real-world sky is falling, due to the nightmare of the moment; and to be proven wrong almost 
every time, over the years.  
  

 
  

Main Street’s real-world business people and consumers, thank goodness, aren’t nearly as prone to fright 
(or pretended fright) as Wall Street’s speculators.  But Main Street is still a normal crowd of human beings, 
and once in a while the market’s blown-up fear about something lasts long enough, and hammers the 
market down far enough, to shake Main Street’s confidence and make it get cautious—which 
automatically makes the real economy slow down.  
  
Mr. Grannis has labeled the market’s current favorite nightmare “Global Angst”—up there at the far right 
of the chart.  It’s a good label, but we can fine-tune it.  The two big causes of “Global Angst” today—on 
Wall Street and leaking over into Main Street—are: 
  

1. China Trade War and Slowdown; and 
2. Brexit. 

  
They have both been pretty effective as “nightmares of the moment” because they’re both “in the hands 
of politicians” to a significant degree.  A long time ago, President Reagan joked that the most fearsome 
words he’d ever heard were:  “We’re from the government, and we’re here to help.”  But when two 
genuinely big deals affecting Main Streets around the world are “in the hands of politicians,” we have a 
right to be anxious even while we correctly dismiss the market’s attempts at terror.  So let’s get to the 
very heart of both threats to Main Street. 
  



• China. 
  

We’ve looked pretty deeply at China lately, so here is Outlook’s back-of-the-envelope 
summary.  Whether the Trade War blows up or ends next month, Main Street USA (America’s 
economy and business sector) will march ahead at decent speed.  Main Street China will also grind 
its way ahead, but more and more slowly with each passing year.  Its days of spectacular growth 
are surely over.  Why?  First, because the heavy hand of big government has done most of the 
lightening up it’s willing to do, and the limited freedom and capitalism allowed to China’s billion 
people have done most of the “fast” growing they can do, under that heavy hand.  And second 
(and very significantly in Outlook’s opinion) because China’s leaders have already blundered so 
badly, in their current face-off with the U.S., that the damage to China’s Main Street is 
permanent.  
  
Their first instinct, to fight back against America’s trade-war threat, was a disaster.  It shone the 
spotlight on something the world’s business community had been uneasily ignoring for 20 
years:  technology theft; and major disdain for the rules and agreements of trade, which the rest 
of the world routinely violates in small ways, not major ways.   Even worse for Main Street’s long-
term growth, in China, was its retaliation for the arrest of Huawei’s CFO:  arresting random 
Western businessmen, and threatening to execute random Western travelers fallen victim to the 
“justice” system in China. 
  
Outlook strongly suspects the effect of these blunders has been silent but dramatic.  Instead of 
“opportunity,” “risk” has become Factor Number One for discussion inside any multinational 
company contemplating its people and operations in China.  Until 2018, the foundation for most 
companies’ thinking about China was “Wow!  What an incredible market; we have to be 
there!”  Now the foundation is, “Watch out!  We’d better make sure China can’t hurt us very 
badly.  Let us look hard at our Asian alternatives.”  (India, Vietnam, Indonesia, the Philippines, and 
many more.)  
  
Such a shift in thinking isn’t a statistic we can measure . . . but it has great power nonetheless, and 
now that China’s dictators have forced the world business community to shift its thinking, it 
will not shift back anytime soon.  As Outlook has noted a few times, China’s economy is very big 
and very diverse, so it won’t suddenly stagnate.  But it will keep slowing—and now that China’s 
bosses have shown the world that their iron fist will squeeze not just their own people 
but anybody who happens to be in China, they guaranteed that China’s Main Street will slow even 
more.  
  
History overflows with examples of dictators making jaw-dropping errors in judgment—and that’s 
exactly what we’ve just seen in China. 
  

• Brexit. 
  

The market plunged a few hundred points, this morning, because the European Commission 
(whatever that is) lowered its 2019 economic growth forecast for the EU by a few tenths of a 
percent:  from an arthritic 1.7% to a paralytic 1.3%.  The Commission (a collection of bureaucrats) 
blamed lots of things for triggering uncertainty and caution on Europe’s Main Street:  Brexit, 
China, the “yellow vest” protests in France, stagnation and political unrest in Italy.  The sharpest 



of these is Brexit, though, whose March 29 deadline ticks away, getting louder with each passing 
day.  
  
Back in the 1800’s, one of Europe’s big headaches was the “Schleswig-Holstein” 
problem.  Schleswig and Holstein were long-disputed places somewhere between Germany (or 
probably Prussia, back then) and Scandinavia.  The history of the Schleswig-Holstein disputes was 
so long, so tangled and so filled with diplomatic doubletalk that Britain’s Prime Minister, Lord 
Palmerston, said “Only three people have ever understood the Schleswig-Holstein business:  the 
Prince Consort, who is dead; a German professor, who went mad thinking about it; and me . . . 
and I’ve forgotten all about it.” 
  
He would probably say the same thing about the Brexit negotiations between Britain and the 
EU.  So let’s cut to the chase. 
  
The EU’s position toward Britain in the Brexit negotiations has been, at heart, “Grovel, or 
else.”  The “or else” bit means “We’ll happily watch the British economy collapse back into the 
Stone Age, with no Brexit Deal governing economic and trade relations between us, and we’ll say 
“We told you so,” every day.”  This sounds too harsh to be true . . . unless one has watched and 
listened as German and especially French politicians (and the whole army of Brussels bureaucrats) 
have seized every chance to put a thumb in Britain’s eye, throughout the 2-year runup to this 
coming March 29.  Partly, they’re desperate to keep the rest of the EU under that same thumb, 
frightened to follow in Britain’s footsteps.  Equally (Outlook strongly suspects), they are 
themselves following a couple of centuries of tradition—especially among France’s political 
elites—of despising England and seizing every opportunity to show it.  
  
Some things never change, people being what they are. 
  
The heart of the political battle inside Britain has been “Grovel? Or Stand?” throughout these 2 
years.  That battle is at its most intense, as we speak—hence the power of “Brexit!” as a market 
nightmare.  But the nightmare is grossly exaggerated, as usual.  Come March 30, whether Brexit 
happens with a deal (covering trade relations), or the dreaded “No deal,” the EU economy will do 
just what it’s been doing:  crawling forward at a speed so slow that Europeans would find it hard 
to tell a technical “recession” from the crawling status quo.  Britain’s economy has been moving 
a little bit faster—but still “slow” by any definition.  It might pause a bit, but no more. 
  
Why? 
  
Mainly because the EU’s politicians are just like most politicians:  they like to talk big, but they 
never act big.  The European Commission’s growth warning, this morning, is only one of a host of 
reminders, if any are needed, that they’re in no position to jump up and down on Britain’s 
economy, which would mean doing the same thing to their own.  Every one of the other reminders 
named this morning by the Commission—China, Italy, and the “yellow vests”—are standing at the 
front of their minds, not the back, as they decide what they will actually do, come March 29’s 
Brexit.  Of all those glowering threats, Outlook suspects the most fearsome are those “yellow 
vests.”  If the French (and general European) economies slump into the paralytic neighborhoods 
approaching “no growth at all,” the yellow vests will have more to say.  French and European 
politicians may pretend otherwise, but they are deeply afraid of that.  
  



The economic and investment worlds are complicated enough without bringing politics into them . . . 
though of course politics always matters in the long run.  But today’s Big Picture is of a market which is 
filled with strong companies, most of them trading at cautious, excellent values—because the market is 
sharply exaggerating its nightmares.   As always, the nightmares will fade and the excellent values will pay 
off. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions should only 
be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk of loss.  
  
 


