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Henry, what’s your thesis in a nutshell? 
For those short on time.

ThDW Whe eSiFeQWre RI riVN iQ Whe ¿QDQFiDO 
V\VWeP hDV PRveG� ,Q 200�� iW wDV OeverDJe 
iQ Whe EDQNV� TRGD\� Whe eTuivDOeQW riVN iV iQ 
Whe DVVeW PDQDJePeQW iQGuVWr\� 

$ VerieV RI iQWerORFNiQJ IDFWRrV hDve  
FRPe WRJeWher WR PDNe PDrNeWV iQFreDViQJO\ 
DvDODQFhe SrRQe� There¶V DQ iOOuViRQ RI 
VWDEiOiW\� /Rw vRODWiOiW\ hDV OuOOeG PDQ\  
WR VOeeS� 

:e EeOieve WhiV wiOO eQG EDGO\ ± DQG Dre 
SRViWiRQiQJ SRrWIROiRV WR SrRWeFW Rur FOieQWV 
IrRP Whe DvDODQFhe� 

Why do you see stability as an illusion?

,Q SDrW� EeFDuVe SeRSOe Dre ORRNiQJ IRr riVN 
iQ Whe wrRQJ SODFeV� 2r� PRre DFFurDWeO\� 
Whe\¶re QRW ORRNiQJ IRr riVN iQ Whe riJhW 
SODFeV� $ GeFDGe RI ePerJeQF\ PRQeWDr\ 
SROiF\ ± TuDQWiWDWive eDViQJ �4(�� ]erR 
DQG QeJDWive iQWereVW rDWeV ± hDV GiVWRrWeG 
EehDviRur DQG SerVSeFWiveV� $QG iW hDV 
IDFiOiWDWeG D WrDQVIer RI riVN IrRP Whe EDQNiQJ 
VeFWRr WR Whe DVVeW PDQDJePeQW VeFWRr� $V D 
reVuOW� Whe riVN WRGD\ iV OeVV D FRQVeTueQFe 
RI OeverDJe EeiQJ DSSOieG WR DVVeWV iQ D 
FRQFeQWrDWeG IDVhiRQ� The riVN iV WhDW 
OeverDJe iV� iQ effeFW� ePEeGGeG iQ DVVeWV� 

6eFRQG� DQG reODWeG� Where¶V DQ 
iOOuViRQ RI VWDEiOiW\ EeFDuVe riVN iV wiGeO\ 
uQGereVWiPDWeG� TDNe D SRrWIROiR RI DVVeWV�
,I \Ru DVVeVV Whe SRrWIROiR¶V riVN WhrRuJh Whe
SriVP RI vRODWiOiW\ ± D SriVP GiVWRrWeG E\ Whe
DFWiRQV RI FeQWrDO EDQNV ± WheQ \Ru wiOO Ee
uQGereVWiPDWiQJ riVN DV PRQeWDr\ SROiF\
iV WiJhWeQeG�

ThirG� DQ\ Ge�riVNiQJ RI SRrWIROiRV wiOO 
Ee FRQFeQWrDWeG iQ Whe PRVW OiTuiG PDrNeWV� 
,Q WheVe PDrNeWV� PDFhiQeV GRPiQDWe 
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WrDGiQJ� ,I Whe PDFhiQeV wiWhGrDw OiTuiGiW\ 
iQ VWreVVeG PDrNeWV ± DQG Whe eviGeQFe 
VuJJeVWV Whe\ wiOO ± WheQ e[SeFW D VhDrS� 
rDSiG DQG GiVFRQWiQuRuV GrRS iQ DVVeW 
SriFeV� 6uSSRVeGO\ OiTuiG PDrNeWV wiOO VhRw 
WhePVeOveV WR Ee G\VIuQFWiRQDO� 

And this avalanche you mention – 
when is it coming? What triggers it?

$ PRuQWDiQViGe FDQ Ee DvDODQFhe�SrRQe ORQJ 
EeIRre Whe DvDODQFhe iV VeW Rff� ,Q Whe VDPe 
wD\� D V\VWeP FDQ Ee uQVWDEOe IRr D ORQJ WiPe 
EeIRre IDiOiQJ� ThiV PDNeV SreGiFWiQJ Whe 
WiPiQJ RI Whe DvDODQFhe D IRRO¶V errDQG� 

2Q Whe WriJJerV� SOeQW\ RI iQveVWRrV VeQVe 
Where Dre GDQJerV DQG FDQ iGeQWiI\ VRPe RI 
Whe GiVWRrWiRQV� The WriFN\ EiW iV VeeiQJ hRw 
Whe GiVWRrWiRQV OiQN WRJeWher� iQ wD\V WhDW 
DOORw VeePiQJ VWDEiOiW\ WR PuWDWe TuiFNO\ 
iQWR iQVWDEiOiW\� 

, GRQ¶W NQRw whiFh VNier wiOO VeW Rff Whe 
DvDODQFhe� :hiFh eveQW Rr DFWiRQ wiOO FDuVe 
Whe FDODPiW\� %uW , NQRw 86 PRQeWDr\ SROiF\ 
DQG OiTuiGiW\ FRQGiWiRQV Dre QRrPDOiViQJ� 
DIWer DQ e[WrePe GeFDGe� ThiV iV wh\ DQ 
DvDODQFhe iV FRPiQJ� 

,W VeePV OiNeO\ Whe WriJJer IRr Whe DvDODQFhe 
wiOO Ee wiWhiQ Whe ¿[eG iQWereVW PDrNeW� 
EuW iWV iPPeGiDWe viFWiP wiOO Ee Whe eTuiW\ 
PDrNeWV� IROORweG E\ Whe iOOiTuiG PDrNeWV� 
whRVe iOOiTuiGiW\ wiOO IRr D whiOe GiVJuiVe Whe 
IDFW WhDW vDOueV hDve IDOOeQ VhDrSO\�

Is this all future? Or have you seen this 
start to play out? 

,Q )eEruDr\ 201�� SrRGuFWV reODWeG WR Whe 
9,;� D PDrNeW vRODWiOiW\ iQGe[� EOew uS� ThiV 
hDG DOO Whe hDOOPDrNV RI Whe reDO WhiQJ� EuW 
Whe ErRDG PDrNeWV heOG Wheir Qerve� DQG 
ERuQFeG EDFN ± iW wDV FORVe�ruQ� ,Q FRQWrDVW� 

Whe ver\ wiGe� DQG TuiWe Vevere� IDOOV iQ Whe 
PDrNeWV DW Whe WDiO eQG RI ODVW \eDr hDve EeeQ 
SreWW\ RrGerO\� <eV� Where hDve EeeQ VSeFi¿F 
ÀDVh SRiQWV ± ,WDOiDQ ERQGV iQ -uQe� IRr 
e[DPSOe ± EuW iI we¶re ORRNiQJ IRr eviGeQFe 
WhDW Whe FhDRV hDV VWDrWeG� , wRuOG VD\ 
ePShDWiFDOO\� DV we ViW here QeDr Whe eQG RI 
201�� WhDW iW hDVQ¶W \eW� 

Why haven’t overall equity and credit 
markets suffered much?

2Qe VFhRRO RI WhRuJhW iV WhDW iW¶V EeFDuVe 
Whe PDrNeWV Dre rREuVW� SrevDiOiQJ Rver 
PRQeWDr\ SROiF\ FhDQJeV� reViOieQW WR WurPRiO 
iQ VPDOO SRFNeWV RI e[FeVV� 2Q WhiV view� 
VPDOO VhRFNV PiJhW eveQ Ee weOFRPeG� iI 
Whe\ eQFRurDJe Whe 86 )eGerDO ReVerve WR 
VWRS WiJhWeQiQJ SROiF\� 

ThDW¶V RQe view� 0\ view iV WhDW iW¶V PRre 
OiNe Whe FhiOGreQ¶V JDPe ± µ:hDW¶V Whe WiPe 
0r :ROI"¶� The :ROI hDV FDOOeG WiPe RQ 
VRPe VSeFi¿F e[FeVVeV� :hiOe Whe PRQeWDr\ 
WiJhWeQiQJ FRQWiQueV� we¶re MuVW iQFhiQJ 
FORVer WR Whe SRiQW where 0r :ROI GeFODreV� 
³,W¶V GiQQer WiPe�´

, EeOieve iW wiOO Ee FreGiW PDrNeWV WhDW riQJ 
Whe GiQQer EeOO� $QG� iI \Ru were WR SuVh Pe 
hDrGer� ,¶G VD\ iW FRuOG Ee Whe wiWhGrDwDO RI 

:hiOe Whe PRQeWDr\ 
WiJhWeQiQJ FRQWiQueV� 
we¶re MuVW iQFhiQJ FORVer WR 
Whe SRiQW where 0r :ROI 
GeFODreV� ³,W¶V GiQQer WiPe�́ �́
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-DSDQeVe iQveVWRrV IrRP 86 FreGiW PDrNeWV 
WhDW VeWV Whe EeOO Rff� The FreGiW PDrNeWV 
eQFDSVuODWe Whe PDiQ riVNV , Vee� DQG Whe\ 
hDve e[SerieQFeG eQRrPRuV iQÀRwV DV 
D reVuOW RI TuDQWiWDWive eDViQJ DQG ]erR 
iQWereVW rDWeV�

There’s lots to unpack there. But let’s 
wind back up. You’re saying asset 
management today is similar to 
banking in 2008. At least that’s where 
the risks are... 

200� wDV D viviG OeVVRQ iQ Whe GDQJerV RI 
¿QDQFiDO OeverDJe� :heQ OeverDJeG hROGerV RI 
DVVeWV Dre IRrFeG WR GeOeverDJe� Whe reVuOWiQJ 
¿re VDOeV FDQ TuiFNO\ VSreDG VWreVV DFrRVV Whe 
¿QDQFiDO V\VWeP� )DOOiQJ DVVeW SriFeV EeJeW 
IDOOiQJ DVVeW SriFeV� :heQ iW¶V Whe EDQNV WhDW 
Dre RverOeverDJeG� DV iW wDV iQ 200�� WheQ iW 
TuiFNO\ EeFRPeV D V\VWePiF iVVue�

,Q 200�� Whe Ne\ iQWerreODWiRQVhiSV were 
iQ Whe DOShDEeW VRuS RI VWruFWureG FreGiW� 
0RrWJDJe EDFNeG VeFuriWieV �0%6�� VWruFWureG 
iQveVWPeQW vehiFOeV �6,9V�� DQG FROODWerDOiVeG 
GeEW REOiJDWiRQV �&'2V�� &RPEiQeG wiWh 

OeverDJe IrRP ErRNer�GeDOerV� 
%DFN iQ eDrO\ 200�� wriWiQJ DERuW Rur 

FRQFerQV� , RSeQeG wiWh WhiV ±
“Anyone with a cautious disposition has 

a sense that there is fragility within the 
US centric financial world: too much debt, 
excess consumption, record deficits, carry 
trades, ubiquitous hedge funds, monstrous 
derivatives markets... Yet complexity in the 
interrelationships and instrumentation–”

There’s a clunker. Interrelationships 
and instrumentation?

%eDr wiWh Pe� 
“Yet complexity in the interrelationships 
and instrumentation confines most cautious 
commentators to broad statements about 
the obvious dangers that these symptoms 
present. The facilitating mechanism 
appears to be, to quote Churchill, “a riddle, 
wrapped in a mystery, inside an enigma”.”

The SRiQW WheQ� DV iW iV QRw� iV WhDW Where¶V 
D PuOWiWuGe RI VOiJhWO\ GiVWRrWiQJ IDFWRrV DQG 
DFWRrV WhDW PDNe Whe ¿QDQFiDO V\VWeP IrDJiOe� 
QRW D ViQJOe SerSeWrDWRr� 
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So there’s no one dominant villain. 

([DFWO\� %uW WhiV GReVQ¶W VuiW huPDQ QDWure� 
2r Whe PeGiD� whR wDQW WR SRiQW DW whR Rr 
whDW iV WR EODPe� 

:e reDG heDGOiQeV VD\iQJ ; wiOO FDuVe 
Whe Qe[W FriViV� :here ; iV vDriRuVO\� 
JOREDO GeEW OeveOV� hiJh�IreTueQF\ WrDGiQJ� 
¿QDQFiDOiVDWiRQ RI vRODWiOiW\� &hiQD� GROODr 
GeEW iQ ePerJiQJ PDrNeWV� heDviO\�iQGeEWeG 
FRPSDQieV� JrRwWh iQ OeverDJeG ORDQV� 
e[FhDQJe�WrDGeG IuQGV wiWh OiTuiGiW\ 
PiVPDWFheV� QeJDWive iQWereVW rDWeV� 
TuDQWiWDWive WiJhWeQiQJ� %iWFRiQ ± Whe OiVW 
JReV RQ� 

1Rw� DOO RI WheVe PD\ hDve D SDrW WR SOD\� 
The DrW iV uQGerVWDQGiQJ Whe iQWerDFWiRQV� 
, e[SreVV WhiV iQ WerPV RI ORRSV� $ ORRS iV 
where D G\QDPiF SOD\V RuW iQ D wD\ WhDW 
reiQIRrFeV WhiQJV whiFh hDve FDuVeG WhDW 
G\QDPiF WR e[iVW iQ Whe ¿rVW SODFe� 

,Q Whe ¿rVW iQVWDQFe� Dre PuOWiSOe 
GiVWRrWiRQV OiQNiQJ WRJeWher WR FreDWe 
SRViWive IeeGEDFN ORRSV� whiFh FDQ 
FRQIRuQG DQ\ FDuWiRQ" $QG WheQ ± where 
Dre Whe ViJQV WhiV FRuOG reverVe� wiWh 
SRViWive ORRSV EeFRPiQJ DGverVe"

The SRViWive ORRSV WRGD\ VuSSRrW DQ 
iOOuViRQ RI VWDEiOiW\� ThiQN RRDGruQQer¶V 
:iOe (� &R\RWe� +e À\wheeOV DFrRVV Whe 
FhDVP IRr D GiVDrPiQJO\ ORQJ WiPe� TheQ 
VWRSV� PRPeQWDriO\� %eIRre SOuPPeWiQJ WR 
Whe JrRuQG�

If stability is an illusion, as you say, 
why aren’t the central bankers and 
authorities raising the alarm?

,W¶V SDrWO\ huPDQ QDWure� SDrWO\ 
iQVWiWuWiRQDO EiDVeV� 

-iP *rDQW� Whe JreDW PDrNeW hiVWRriDQ� 
FRQWrDVWV VFieQFe DQG ¿QDQFe� +e¶V IRQG 

RI VD\iQJ WhDW iQ VFieQFe� NQRwOeGJe iV 
FuPuODWive� %uW iQ ¿QDQFe� NQRwOeGJe 
iV F\FOiFDO� 

,W¶V D WruiVP� rRRWeG iQ huPDQ QDWure� 
+uPDQV Dre riGGOeG wiWh SV\FhRORJiFDO 
EiDVeV� $QG ¿JhW Rr ÀiJhW iQVWiQFWV� TheVe 
iPSDir Rur DEiOiWieV WR iQveVW weOO� :e FDQ¶W 
VeeP WR eVFDSe Rur SriPiWive ePRWiRQDO 
wiriQJ ± DQG VR we VeeP GeVWiQeG WR PDNe 
ViPiODr PiVWDNeV� WiPe DQG DJDiQ� 

(DFh Qew PDrNeW F\FOe EriQJV D Qew 
ÀDvRur WR Whe wD\ iQ whiFh iQveVWRrV  
ORVe PRQe\�

There¶V D SDrDOOeO uQheOSIuOQeVV WRR� The 
EiDV RI Rur iQVWiWuWiRQV� The iQVWiWuWiRQDO 
EiDV iQ ¿QDQFe iV WR ¿JhW Whe ODVW wDr ± WR 
reDFW WR eDFh FriViV wiWh PeDVureV WhDW Wr\ WR 
VWRS WhDW VSeFi¿F FriViV reFurriQJ� 

The last war being 2008? 

<eV� 

And this is giving a false sense 
of security? 

,W¶V FRQWriEuWiQJ� 6hDSeG E\ 200�� iQveVWRrV 
DQG V\VWeP wDWFherV Dre DOwD\V QRw RQ  
Whe ORRNRuW IRr EuiOG uSV RI OeverDJe iQ  
Whe ¿QDQFiDO V\VWeP� TR PDQ\� Whe FRDVW 
VeePV FOeDr�

+uPDQV Dre riGGOeG 
wiWh SV\FhRORJiFDO 
EiDVeV� $QG ¿JhW Rr 
ÀiJhW iQVWiQFWV�́
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ThRVe ORRNiQJ IRr FRPIRrW WRGD\ PiJhW 
VD\ Where iV QR RverOeverDJeG SOD\er whRVe 
IRrFeG VeOOiQJ FRuOG FDuVe D V\VWePiF VhRFN� 
$QG� DV eFRQRPiF IuQGDPeQWDOV rePDiQ 
VROiG� Where VeePV QR reDVRQ WR DEDQGRQ Whe 
EuOO PDrNeW� 

The\ PiJhW JR RQ WR DFNQRwOeGJe Where 
Dre SRFNeWV RI FRQFerQ ± VD\� Whe e[SORVive 
JrRwWh RI Whe OeverDJeG ORDQ PDrNeW ± EuW 
QRWhiQJ WR Jive FeQWrDO EDQNerV PuFh WR 
wRrr\ DERuW� 

&eQWrDO EDQNerV� iQ SDrWiFuODr� VeeP 
FRPIRrWDEOe WhDW WR Whe e[WeQW Where iV 
DQ\ PiVSriFiQJ iQ DVVeW PDrNeWV� Whe weOO�
FDSiWDOiVeG SRViWiRQ RI Whe EDQNV PeDQV DQ\ 
reVuOWiQJ ORVVeV wiOO Ee FRQWDiQeG wiWhiQ Whe 
DVVeW PDQDJePeQW VeFWRr� 3DiQWiQJ Whe view 
wiWh ErRDG VWrRNeV� µ6RPe SeRSOe ORVe VRPe 
PRQe\� %uW Whe SD\PeQWV V\VWeP wiOO Ee ¿Qe� 
$QG� E\ e[WeQViRQ� Whe eFRQRP\ VhRuOG QRW Ee 
WhreDWeQeG� *RRG IuQGDPeQWDOV wiOO wiQ RuW�¶

, WhiQN WhiV hDV DOO Whe VeFuriW\ RI Whe 
0DJiQRW /iQe� :e FDQ¶W Ee FRQ¿GeQW iQ Whe 
¿QDQFiDO V\VWeP EDVeG VROeO\ RQ Whe VeFuriW\ 
RI Whe SD\PeQWV V\VWePV� The EDQNV PD\ QRW 
EeFRPe iQVROveQW iQ Whe Qe[W FriViV� EuW WhDW 
PiJhW SrRve D S\rrhiF viFWRr\ IRr Whe V\VWeP 
DV D whROe� 

If human nature and policy 
misjudgement are the problems, 
maybe technology’s the answer? No 
emotions. Better programming.

ThDW¶V D QRveOW\ RI WhiV F\FOe� Whe wiGeVSreDG 
DSSOiFDWiRQ RI WeFhQRORJ\ WR iQveVWiQJ� <eV� iW 
hiQWV DW Whe SrRPiVe RI VRPeWhiQJ e[FiWiQJ 
± ¿QDQFe EeFRPeV OiNe VFieQFe� wiWh 
FuPuODWive NQRwOeGJe� 

/RRN DW D FRPSOe[ JDPe OiNe FheVV 
Rr *R� ,I SRwerIuO VeOI�OeDrQiQJ 
DOJRriWhPV FDQ EeDW huPDQ e[SerWV 

DW WheVe JDPeV� WheQ VureO\ Whe\ FDQ EeDW 
VuSSRVeG e[SerWV iQ ¿QDQFe DV weOO" 6ureO\ 
PRre FRPSuWerV iQ iQveVWiQJ wiOO OeDG WR 
EeWWer reWurQV DQG SerIRrPDQFe" 

There¶V QR VhRrWDJe RI SrRPiVeV� 2r RI 
WeFh�EDVeG ¿QDQFiDO iQQRvDWiRQV� )rRP 
DOJRriWhPiF DQG V\VWePDWiF WrDGiQJ WR IDFWRr 
iQveVWiQJ WR e[FhDQJe�WrDGeG IuQGV DQG 
rRERDGviVerV� The\ DOO Rffer WDQWDOiViQJ hRSe� 
$QG , WhiQN WDQWDOiViQJ iV Whe Ne\ wRrG here 
± iW JeWV uV ver\ FORVe WR Whe WruWh� 

TDQWDOuV wDV PDGe WR VWDQG iQ D SRRO RI 
wDWer EeQeDWh D IruiW Wree wiWh ORw ErDQFheV� 
The IruiW ever eOuGeG hiV JrDVS� The wDWer 
DOwD\V reFeGeG EeIRre he FRuOG GriQN� 

ThiV SiFWure IrRP *reeN P\WhRORJ\ ± D 
GuDO iOOuViRQ RI weDOWh DQG OiTuiGiW\ ± VheGV 
OiJhW RQ ¿QDQFe WRGD\� , EeOieve we¶re iQ 
Whe WhrReV RI GiVFRveriQJ WhDW Whe rDSiG 
reSODFePeQW RI PDQ E\ PDFhiQe wiWhiQ 
PDrNeWV Rver Whe SDVW GeFDGe hDV PDGe Rur 
iQGuVWr\ PRre F\FOiFDO� QRW OeVV� 
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Let’s come back to the big picture. 
Illusions of stability, avalanche-
prone markets. What’s your 
argument built on?

,I , hDG WR DQVwer iQ WweeWV� ,¶G Rffer IRur ±
1 *RiQJ WR ]erR iQWereVW rDWeV PDWWerV� iW iV 

GiffereQW WhiV WiPe�
2 /iTuiGiW\ iV Whe IuQGDPeQWDO� iW iV 

GeFOiQiQJ�
3 9RODWiOiW\ FDQQRW Ee DQ DVVeW FODVV DQG D 

PeDVure RI riVN ViPuOWDQeRuVO\�
4 There¶V D GDQJerRuV DVVuPSWiRQ RI 

FRQWiQuRuV OiTuiGiW\� 

Your first tweet has those infamous 
words, “It’s different this time”. Words 
that have destroyed many a fortune. 

,QGeeG� %uW iW¶V ]erR DQG QeJDWive iQWereVW 
rDWeV WhDW PDNe DOO Whe GiffereQFe� ThiV iV 
Qew WhiV WiPe�

$IWer Whe FreGiW FriViV� ePerJeQF\ 
PRQeWDr\ SROiF\ DOORweG Whe EDQNV WR 
Ge�riVN Wheir EDODQFe VheeWV VPRRWhO\� E\ 
VuSSRrWiQJ DVVeW SriFeV� %uW WheVe SROiFieV 

DOVR rREEeG VDIe DVVeWV RI DQ\ reWurQ� 6DverV 
DQG iQveVWRrV VeeNiQJ iQFRPe were IRrFeG 
eOVewhere� IrRP VDIeW\ WR riVNier DVVeWV� VuFh 
DV FRrSRrDWe FreGiW DQG eTuiWieV� 

<Ru¶ve SrREDEO\ QRWiFeG WhiV� SerhDSV iQ 
\Rur RwQ EehDviRur� Rr iQ Whe EehDviRur RI 
IrieQGV� :h\ hROG PuFh PRQe\ DW Whe EDQN 
wheQ iQWereVW rDWeV Dre QRQ�e[iVWeQW" 0DQ\ 
RI uV hDve EeeQ WePSWeG E\ WhDW FRrSRrDWe 
ERQG IuQG� Rr WhDW hiJh�\ieOGiQJ SrRGuFW� 
DGverWiVeG iQ Whe PRQe\ VeFWiRQ RI Whe 
weeNeQG SDSerV� 

,¶ve JRW D FhDrW iQ P\ EDJ WhDW reveDOV 
Whe VhDSe RI WhiV EehDviRur �Vee )iJure 1�� 
,W VhRwV hRw ORwer rDWeV iQÀueQFe DVVeW 
DOORFDWiRQ GeFiViRQV� ThiV PDWWerV� EeFDuVe 
iW VuJJeVWV riViQJ iQWereVW rDWeV FRuOG iQÀiFW 
PuFh PRre GDPDJe RQ riVN\ DVVeWV WhDQ Whe\ 
hDve iQ SreviRuV PDrNeW F\FOeV� 6uSSRVeGO\�
VDIe eTuiWieV� DQG ERQGV RI FRQVervDWiveO\�
ruQ FRPSDQieV� Dre ¿rPO\ iQ Whe riVN\ DQG 
vuOQerDEOe EuFNeW� 

Why? 

%eFDuVe Where VhRuOG Ee PuFh PRre VeOOiQJ 
RI riVN\ DVVeWV iQ WhiV F\FOe� DV 86 iQWereVW 
rDWeV riVe IrRP 0� WR� VD\� ��� &RPSDreG 
wiWh iQ SreviRuV F\FOeV� wheQ rDWeV were 
riViQJ IrRP� VD\� �� WR ���

0\ h\SRWheViV iV WhDW DV iQWereVW rDWeV 
riVe� SeRSOe wRQ¶W reGuFe Wheir riVN\ DVVeWV 
iQ D VPRRWh IDVhiRQ� RDWher� Whe\¶OO wDiW 
uQWiO riVN�Iree rDWeV Dre hiJh eQRuJh� DQG Whe
SerIRrPDQFe RI Wheir riVN\ DVVeW uQQerviQJ
eQRuJh� WR MuPS EDFN WR Whe riVN�Iree DVVeW�
wheQ Whe RSSRrWuQiW\ FRVW IeeOV VPDOO�

,Q FDriFDWure� wh\ hROG DQ iQveVWPeQW JrDGe 
ERQG (T) \ieOGiQJ ���� wheQ \Ru FDQ hROG 
D 86 JRverQPeQW ERQG RI Whe VDPe GurDWiRQ 
\ieOGiQJ ��" The e[WrD \ieOG iVQ¶W eQRuJh WR 
FRPSeQVDWe IRr Whe riVN RI IurWher ORVVeV� 

RiViQJ iQWereVW 
rDWeV FRuOG iQÀiFW 
PuFh PRre GDPDJe 
RQ riVN\ DVVeWV 
than they have in 
SreviRuV PDrNeW 
F\FOeV�́
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The FhDrW here iV IrRP D reFeQW e[SeriPeQW E\ 

<uerDQ 0D RI Whe 8QiverViW\ RI &hiFDJR DQG :iOWe 

=iMOVWrD IrRP Whe 'uWFh $uWhRriW\ IRr Whe )iQDQFiDO 

0DrNeWV� ,W VhRwV hRw PuFh SeRSOe FhRRVe WR 

DOORFDWe EeWweeQ D riVN\ DQG D riVN�Iree DVVeW 

�verWiFDO D[iV� DV Whe QRPiQDO reWurQ RQ Whe riVN�Iree 

DVVeW IDOOV �hRri]RQWDO D[iV�� 

1RWe� Whe reDO �DIWer iQÀDWiRQ� reWurQ RQ Whe riVN�

Iree DVVeW rePDiQV FRQVWDQW� ,W iV RQO\ Whe QRPiQDO 

iQWereVW rDWe WhDW FhDQJeV� 

The e[SeriPeQW wDV VeW uS VR WhDW iI SeRSOe were 

SerIeFWO\ rDWiRQDO� Whe OiQe RQ WhiV FhDrW wRuOG Ee ÀDW� 

3uW GiffereQWO\� SerIeFWO\�rDWiRQDO iQveVWRrV wRuOG 

OeDve Wheir DOORFDWiRQ WR riVN\ DVVeWV FRPSOeWeO\ 

uQFhDQJeG DW GiffereQW OeveOV RI QRPiQDO reWurQ� 

:hDW we DFWuDOO\ Vee iV SeRSOe iQFreDViQJ Wheir 

e[SRVure WR riVN\ DVVeWV DV QRPiQDO iQWereVW rDWeV 

WeQG WRwDrGV ]erR ± DQG Whe\ GR WhiV iQ D QRQ�OiQeDr 

wD\� :heQ Whe QRPiQDO riVN�Iree rDWe wDV VeW DW ��� 

Whe PeDQ DOORFDWiRQ WR Whe riVN\ DVVeW wDV ����� RI 

Whe SRrWIROiR� :heQ WhDW riVN�Iree rDWe reDFheV 0�� 

Whe PeDQ DOORFDWiRQ WR Whe riVN\ DVVeW riVeV WR MuVW 

VhRrW RI �0� RI Whe SRrWIROiR� 

ThiV iPSOieV WhDW SeRSOe WhiQN iQ WerPV RI 

QRPiQDO reWurQV� DV RSSRVeG WR reDO reWurQV� 

The FDuVe iV ERWh FRQWrDFWuDO DQG EehDviRurDO� 

&RQWrDFWuDO� EeFDuVe PDQ\ iQVWiWuWiRQDO iQveVWRrV� 

VuFh DV SeQViRQ IuQGV� hDve QRPiQDO reWurQ 

WDrJeWV IRr Wheir SRrWIROiRV� %ehDviRurDO� EeFDuVe 

RI SV\FhRORJiFDO EiDVeV� 2Qe VuFh EiDV iV reIereQFe 

GeSeQGeQFe� where we JeW uVeG WR D SDrWiFuODr OeveO 

RI QRPiQDO iQFRPe IrRP Rur VDviQJV� DQG we Wr\ WR 

SreVerve WhiV wheQ iQWereVW rDWeV IDOO� $QRWher EiDV 

iV OiQNeG WR VDOieQFe ± QRPiQDO reWurQV Dre viViEOe� 

whiOe reDO reWurQV Dre QRW� :e WeQG WR wRrN Rff whDW 

we FDQ Vee�

Figure 1
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)rRP here� iW¶V MuVW D VPDOO VWeS WR 
EeFRPiQJ D VeOOer RI iQVurDQFe� ,QVWeDG RI 
SD\iQJ RuW� wh\ GRQ¶W , SuW P\VeOI iQ Whe 
SRViWiRQ RI reFeiviQJ WhDW iQFRPe VWreDP� 
WhDW iQVurDQFe SrePiuP" , FDQ EDQN iW 
DV iQFRPe� DQG Where¶V DOPRVW QR FhDQFe 
RI hDviQJ WR SD\ RuW� The FRQViVWeQF\ RI 
Whe iQFRPe VWreDP PDNeV iW IeeO OiNe D 
FRQveQWiRQDO ¿[eG iQFRPe iQveVWPeQW� 

6RPe hDve FhRVeQ WhiV rRuWe FRQVFiRuVO\� 
%uW PDQ\ PRre Dre SurVuiQJ iW uQwiWWiQJO\� 
uQGer IDQF\ WerPV ± OiNe riVN�SrePiD
iQveVWiQJ ± Rr iQ IDQF\ SrRGuFWV� OiNe
DuWRFDOODEOeV� 8QGerO\iQJ WhDW� iQveVWRrV
iQ WheVe SrRGuFWV DQG VWrDWeJieV Dre VeOOiQJ
RSWiRQV� iQ effeFW VeOOiQJ iQVurDQFe�

$ 6wiVV weDOWh PDQDJer VuPPeG WhiV uS 
weOO� +e WROG Pe DERuW FOieQWV whR vRweG 
Qever WR RwQ heGJe IuQGV whiFh VROG RSWiRQV 
± EeFDuVe Whe\ hDG EeeQ GeeSO\ VFDrreG E\ 
SreviRuV ORVVeV� <eW WheVe ver\ VDPe FOieQWV 
Dre ODSSiQJ uS riVN�SrePiD iQveVWiQJ ± whiFh 
GReV e[DFWO\ whDW WhRVe heGJe IuQGV GiG� ,W¶V 
EeeQ reErDQGeG� ,PPDFuODWeO\ EDFN WeVWeG� 
6uSSRrWeG E\ DFDGePiF reVeDrFh� $QG Whe 
FOieQWV Dre QRw EDFN GRiQJ Whe VDPe WhiQJ 
Whe\¶G vRweG QRW WR GR� 

That’s Jim Grant again – cyclical 
knowledge, not cumulative 
knowledge. 

3erhDSV TDQWDOuV WRR�
(iWher wD\� Whe Ne\ SRiQW here iV WhDW \ieOG

huQJer hDV VwDPSeG riVN DverViRQ� 
$W Ruffer we Dre VwiPPiQJ iQ Whe 

RSSRViWe GireFWiRQ� VSeQGiQJ JRRG PRQe\ 
± FOieQWV¶ PRQe\ ± WR iQVure DJDiQVW WhiQJV 
whiFh PDQ\ WhiQN RI DV vDQiVhiQJO\ uQOiNeO\� 

The iQVurDQFe iV PiVSriFeG ± PiVSriFeG 
iQ WwR wD\V� ,W iV WRR FheDS EeFDuVe Whe 
QDWurDO Eu\erV Dre Wr\iQJ WR VDve Whe PRQe\ 

, DVNeG <uerDQ� RQe RI Whe DuWhRrV RI Whe 
VWuG\ EehiQG Whe FhDrW� wheWher Where wDV 
DQ\ ePSiriFDO eviGeQFe WR VuSSRrW P\ µMuPS 
WR riVN Iree¶ h\SRWheViV� 6he VDiG whiOe Whe\ 
hDveQ¶W WeVWeG WhiV SrRSRViWiRQ SreFiVeO\� 
Whe\ hDve REVerveG VRPe reVuOWV whiFh Dre 
VuSSRrWive RI Whe iGeD�

There¶V DQRWher reDVRQ SeRSOe e[iW 
SRViWiRQV whiFh SerhDSV Whe\ Qever VhRuOG 
hDve eQWereG iQWR iQ Whe ¿rVW SODFe ± WhDW¶V 
wheQ Where iV D VuGGeQ ruVh WR Whe e[iWV E\ 
RWherV� ThiV FDQ uQVeWWOe Whe PiQG �wh\ GR 
RWherV wDQW WR JeW RuW"� ± DQG VeWWOe iW DW Whe 
VDPe WiPe ± VR Whe\ VeOO�

Are there other ways zero rates make it 
different this time? 

The\ FreDWe D FRQÀiFW� RQe WhDW OiQNV DJDiQ WR 
huPDQ QDWure�

ThiQN DERuW hRPe iQVurDQFe� 0RVW RI 
uV Dre hDSS\ WR SD\ Whe DQQuDO SrePiuP�
EeFDuVe we FDQ¶W EeDr Whe WhRuJhW RI
Rur hRPe EurQiQJ GRwQ� The ORVV RI Whe
SrePiuP iV NQRwQ� DQG VPDOO� reODWive WR Whe
iQVurDQFe SD\�RuW iI Where¶V D ¿re� 0RVW RI uV
OiNe WheVe SD\Rff SrR¿OeV� EeFDuVe we WeQG WR
Ee riVN DverVe�

The QRWDEOe WhiQJ DERuW Whe FurreQW F\FOe 
iV WhDW ]erR iQWereVW rDWeV hDve FreDWeG DQ 
RSSRViQJ IRrFe ± D IRrFe WhDW JReV DJDiQVW 
Whe JrDiQ RI SeRSOe¶V iQFOiQDWiRQV� ,Q WhiV 
F\FOe� iQveVWRrV Dre VhRrW RI iQFRPe� DQG 
SD\iQJ RuW IRr iQVurDQFe hDV FRPe WR Ee 
VeeQ DV DQ uQQeFeVVDr\ e[SeQVe� :h\ Vuffer 
WhiV FerWDiQ FRVW� wheQ Whe OiNeOihRRG RI Whe 
hRuVe FDWFhiQJ ¿re iQ� VD\� Whe Qe[W Whree 
PRQWhV VeePV DOPRVW QRQ�e[iVWeQW" )Rr IuQG 
PDQDJerV iQ D ORw�reWurQ� Iee�VeQViWive DQG 
¿erFeO\�FRPSeWiWive eQvirRQPeQW� SRrWIROiR 
iQVurDQFe FDQ IeeO OiNe MuVW WRR PuFh RI D 
GrDJ RQ SerIRrPDQFe�
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WR SreVerve Wheir iQFRPe� %uW iW iV DOVR 
PiVSriFeG� EeFDuVe Whe SD\�Rff wiOO Ee� iQ 
Rur view� VuEVWDQWiDOO\ hiJher WhDQ SeRSOe 
e[SeFW� ThDW wDV RQe RI Whe iQViJhWV IrRP 
Whe 9,; FriViV iQ )eEruDr\� The FriViV wDV 
DERrWeG� EuW Whe 9,; iQGe[ VWiOO reDFheG 
D OeveO WhDW PDQ\ WhRuJhW wRuOG QRW Ee 
reDFheG uQOeVV Where wDV D IuOO re�ruQ RI 
200� FRQGiWiRQV�

Let’s move to your next tweet – 
liquidity is the fundamental; it is 
declining. 

0RVW RI uV DVVuPe� TuiWe reDVRQDEO\� WhDW iW¶V 
Whe IuQGDPeQWDOV rDWher WhDQ Whe ¿QDQFiDO 
WeFhQiFDOV WhDW PDWWer PRVW� %\ IuQGDPeQWDOV 
we¶re WDONiQJ DERuW WhiQJV OiNe Whe VWreQJWh RI 
Whe eFRQRP\ DQG FRPSDQ\ eDrQiQJV� 

8QIRrWuQDWeO\� Whe GRPiQDQFe RI ¿QDQFe 
iQ Whe PRGerQ GeveORSeG eFRQRP\ hDV 
WiSSeG Whe EDODQFe� ,W¶V QRw reFRJQiVeG WhDW 
PRQeWDr\ SROiF\ wRrNV SriPDriO\ WhrRuJh 
iWV iQÀueQFe RQ ¿QDQFiDO FRQGiWiRQV� whiFh 
Dre GeriveG SriQFiSDOO\ IrRP Whe G\QDPiFV RI 
eTuiW\ DQG FreGiW PDrNeWV� ThereIRre� wheQ 
iW FRPeV WR eQGiQJ D SROiF\ erD whiFh reOieG 
RQ huJe PRQeWDr\ VWiPuOuV IrRP FeQWrDO 
EDQNV� iW¶V QRW Rver�Whe�WRS WR VD\ OiTuiGiW\ iV 
Whe Ne\ IuQGDPeQWDO� 

ThiV SuWV Whe 86 )eGerDO ReVerve iQ D  
ver\ Gi̇FuOW ViWuDWiRQ� %eFDuVe iWV SROiF\ 
FhDQJeV iQÀueQFe OiTuiGiW\ FRQGiWiRQV iQ 
P\riDG wD\V� 

*iveQ iWV PDQGDWe DQG PRGeOV� iQ Whe 
FRQWe[W RI D VWrRQJ eFRQRP\ DW DrRuQG 
IuOO ePSOR\PeQW� Whe )eG hDV WR FRQWiQue 
WiJhWeQiQJ PRQeWDr\ SROiF\ uQWiO ¿QDQFiDO 
FRQGiWiRQV WiJhWeQ� 6eQViQJ Whe GDQJerV� 
iW FhDrDFWeriVeV iWV FurreQW WiJhWeQiQJ DV 
JrDGuDO DQG GeSeQGeQW RQ hRw Whe eFRQRPiF 
GDWD evROveV� $V RQe RI Whe )eG¶V 9iFe 

ThiV SuWV Whe 86 
)eGerDO ReVerve 
iQ D ver\ Gi̇FuOW 
ViWuDWiRQ� %eFDuVe 
iWV SROiF\ FhDQJeV 
iQÀueQFe OiTuiGiW\ 
conditions in 
P\riDG wD\V�́
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&hDirPeQ SuW iW reFeQWO\� WhiV iV OiNe ³EeiQJ 
iQ D GDrN rRRP wiWhRuW \Rur VhReV RQ� <Ru 
wDQW WR JR VORw VR \Ru GRQ¶W VWuE \Rur WRe �́ 

ThiV iV D GireFWiRQDOO\ heOSIuO iPDJe� EuW 
iW GReVQ¶W FDSWure Whe reDOiW\� ,W iPSOieV WhDW 
DQ\ RverVWeS iQ SROiF\ FDQ eDViO\ Ee reverVeG 
wiWh D ViPSOe VWeS EDFN DQG DQ (ODVWRSODVW� 
%uW iI OiTuiGiW\ FRQGiWiRQV hDve EeFRPe PRre 
IrDJiOe� DV we WhiQN Whe\ hDve� WheQ D EeWWer 
FhDrDFWeriVDWiRQ iV WhDW iW¶V OiNe wDONiQJ iQ 
Whe GDrN RQ Whe WhirG ÀRRr RI D ¿re VWDWiRQ� 
<Ru hDve QR iGeD whiFh VWeS iV JRiQJ WR VeQG 
\Ru VWrDiJhW WR Whe JrRuQG ÀRRr� $QG� iI \Ru 
Vurvive Whe IDOO� iW¶V D ORQJ FOiPE EDFN uS Whe 
¿rePDQ¶V SROe�

Where are those dark holes?

2Qe e[DPSOe� , Vee D riVN RI D ruQ RQ ERQG 
IuQGV� There iV eviGeQFe WR VuJJeVW iQveVWRrV 
WeQG WR VeOO WheVe IuQGV iQ reVSRQVe WR SRRr 
SerIRrPDQFe� :hDW¶V PRre� Whe VeOOiQJ WeQGV 
WR Ee PRre e[WrePe wheQ Whe uQGerO\iQJ 
DVVeWV Dre SerFeiveG WR Ee iOOiTuiG� 

The SDWWerQ iV ViPiODr WR Whe G\QDPiF 
RI D EDQN ruQ� :hDWever \Rur EeOieI DERuW 
Whe TuDOiW\ RI Whe DVVeWV iQ Whe IuQG� \Rur 
GRPiQDQW VWrDWeJ\ iV VWiOO WR VeOO Whe IuQG� 
iQ FDVe RWherV GR VR EeIRre \Ru� <Ru GRQ¶W 
wDQW Wheir VeOOiQJ iQÀiFWiQJ GDPDJe RQ \Ru 
± EeFDuVe Whe rePDiQiQJ iOOiTuiG VeFuriWieV 
iQ Whe IuQG SriFe GRwQ VhDrSO\� RDWher WhDQ 
WDNe WhDW FhDQFe� \Ru VeOO� 

ThiV iV QRW FRQ¿QeG WR iQGiviGuDO IuQGV� 
$Q\ SerFeSWiRQ RI wiGeVSreDG RuWÀRwV IrRP 
&RrSRrDWe %RQG )uQG $ FRuOG WriJJer VeOOiQJ 
RI &RrSRrDWe %RQG )uQGV % WhrRuJh WR =� 

The JDWiQJ DQG OiTuiGDWiRQ RI *$0¶V 
DEVROuWe reWurQ ERQG IuQGV iQ $uJuVW 201�  
wDV iOOuVWrDWive� The SerFeSWiRQ RI iOOiTuiGiW\ 
PeDQW WhDW Whe IuQG hDG WR Ee FORVeG DQG 
OiTuiGDWeG iQ RrGer WR WreDW uQGerO\iQJ 
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FOieQWV IDirO\� ,W wDV D EiQDr\ eveQW IRr D ���2 
EiOOiRQ VWrDWeJ\� DOEeiW RQe where D VeQVe RI 
FRPSOiDQFe irreJuODriWieV DGGeG urJeQF\ WR 
Whe IuQGhROGerV¶ GeVire WR reGeeP� 

&RPEiQe DQ\ ruQ RQ ERQG IuQGV wiWh 
Whe SRVViEiOiW\ WhDW SeRSOe PiJhW DOreDG\ 
Ee iQFOiQeG WR MuPS RuW RI riVNier ERQGV DW 
hiJher QRPiQDO iQWereVW rDWeV� ThDW SrRviGeV 
Whe FRQWe[W IRr D EuPS\ riGe iQ ¿[eG iQFRPe 
PDrNeWV DV PRQeWDr\ SROiF\ FRQWiQueV WR 
WiJhWeQ� The WiQGer iV Gr\�

Can we drill into that – what does this 
look like in the corporate bond market, 
corporate credit? You said earlier that 
credit markets will ring the dinner bell 
for Mr Wolf.

The 86 iQveVWPeQW JrDGe FreGiW PDrNeW iV 
QRw DrRuQG �� WriOOiRQ� ,W¶V WriSOeG iQ Vi]e 
ViQFe 200�� ,QÀRwV hDve EeeQ vDVW� DQG 
\ieOGV hDve FRPSreVVeG� 

:heQ iQÀRwV iQWR DQ DVVeW FODVV Dre 
RverwheOPiQJ� IuQG PDQDJerV hDve QR 
FhRiFe EuW WR DFFeSW Whe WerPV RffereG ± Whe\ 
Dre SriFe WDNerV� ,I Whe\ reViVW� Whe\ wiOO 
iQFreDViQJO\ EeFRPe D FDVh IuQG� wheQ 
iQveVWRrV Dre ORRNiQJ IRr D ERQG IuQG� ThiV 

iQVeQViWiviW\ WR TuDOiW\ DQG SriFe iV PDGe wRrVe 
wheQ Whe iQÀRwV Dre JeQeriF� %\ JeQeriF , 
PeDQ wheQ iQveVWRrV VeeN JeQerDO e[SRVure 
WR DQ DVVeW FODVV ± DV RSSRVeG WR VSeFi¿F 
e[SRVure� Rr DFWiveO\�PDQDJeG e[SRVure� 

*eQeriF e[SRVure ± WhrRuJh FheDS 
SDVVive IuQGV DQG (T)V ± hDV EeFRPe PRre 
SRSuODr iQ D ORw�\ieOG wRrOG� The ORJiF iV 
FOeDr� :h\ SD\ PRre IRr DQ DFWive ERQG 
PDQDJer whR VWruJJOeV WR RuWSerIRrP Whe 
iQGe[ iQ Whe ORQJ ruQ" 3DrWiFuODrO\ iI WheVe 
PDQDJerV wiOO DOVR VWruJJOe iQ Whe VhRrW 
WerP� wheQ iQÀRwV Dre VWrRQJ� 

If these buyers are less sensitive to 
price, are they less interested in quality 
as well? 

,¶P QRW Vure ,¶G VD\ OeVV iQWereVWeG iQ TuDOiW\� 
$W OeDVW QRW FRQVFiRuVO\ Rr e[SOiFiWO\� 
%uW TuDOiW\ iQ WhiV PDrNeW hDV FerWDiQO\ 
QRVeGiveG� ,¶ve JRW VRPe VWDWV RQ P\ ODSWRS� 
iI \Ru FDQ Jive Pe D PiQuWe«

TheVe QuPEerV Dre IRr Whe 86 iQveVWPeQW 
JrDGe ERQG PDrNeW� e[FOuGiQJ ¿QDQFiDOV�1

The VhDre RI Whe PDrNeW rDWeG %%% ± WhDW¶V 
Whe ORweVW FreGiW rDWiQJ VWiOO FRQViGereG 
iQveVWPeQW JrDGe ± hiW ��� iQ 201�� IrRP 
DrRuQG 2�� iQ Whe 1990V� ,I rDWiQJV were 
EDVeG RQ OeverDJe DORQe� ��� RI WhiV 
iQveVWPeQW JrDGe GeEW wRuOG DFWuDOO\ Ee 
EeORw iQveVWPeQW JrDGe ± DND MuQN� 

%DFN iQ 2010� RQO\ ���� RI WhiV PDrNeW 
hDG QeW OeverDJe JreDWer WhDQ ��0 WiPeV 
eDrQiQJV ± D OeveO RI ERrrRwiQJ FRQViGereG 
hiJh E\ hiVWRriF VWDQGDrGV� %\ 201�� WhDW 
VhDre hDG iQFreDVeG WR 19�� $OVR E\ 201�� 
RQO\ 2�� RI Whe PDrNeW wDV OeverDJeG OeVV 
WhDQ 2�0 WiPeV� FRPSDreG wiWh ��� iQ 2010� 

ThiV QRVeGive iQ TuDOiW\ PDWWerV IRr 
¿QDQFiDO VWDEiOiW\ ± EeFDuVe VR PuFh PRre 
RI Whe GeEW iV RQ Whe WhreVhROG RI MuQN� 1 
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*eQeriF e[SRVure ± 
WhrRuJh FheDS SDVVive 
funds and ETFs – has 
EeFRPe PRre SRSuODr iQ 
D ORw�\ieOG wRrOG�́
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2Qe GRwQJrDGe IrRP %%% WR MuQN DQG 
Whe SriFe RI D ERQG wiOO IDOO PDWeriDOO\� ,I Whe 
PDrNeW DQWiFiSDWeV PDQ\ GRwQJrDGeV� WheQ 
Whe SriFe FhDQJeV FRuOG Ee PuFh JreDWer 
WhDQ SDVW e[SerieQFe wRuOG VuJJeVW� 

The reFeQW e[SerieQFe RI *( iV eORTueQW 
iQ WhiV reVSeFW� ,WV WwR�QRWFh GRwQJrDGe WR 
%%%� FreDWeG ruFWiRQV DFrRVV FreGiW PDrNeWV� 

%eFDuVe Whe Vi]e RI Whe %%% PDrNeW 
GwDrIV Whe hiJh \ieOG PDrNeW� GRwQJrDGeV 
FRuOG e[DFerEDWe OiTuiGiW\ FhDOOeQJeV� 
:hDW¶V PRre� Whe GurDWiRQ RI Whe ERQGV iQ 
Whe iQveVWPeQW JrDGe PDrNeW hDV iQFreDVeG� 
DQG iQWereVW rDWe vRODWiOiW\ hDV GeFreDVeG� ,Q 
ERQG PDWhV� ERWh RI WheVe IeDWureV iQFreDVe 
Whe VeQViWiviW\ RI ERQG SriFeV WR iQFreDVeV iQ 
iQWereVW rDWeV� 

1Rw� iI \Ru MuGJe riVN SureO\ WhrRuJh 
Whe OeQV RI SriFe vRODWiOiW\ ± DV PuFh RI Whe 
DVVeW PDQDJePeQW wRrOG GReV ± WheQ� DW 
OeDVW uQWiO reFeQWO\� riVN DSSeDrV WR hDve 
GeFreDVeG rDWher WhDQ iQFreDVeG� ,¶P DrJuiQJ 
Whe RSSRViWe ± WhDW Whe iQWriQViF riVNiQeVV 
RI Whe iQveVWPeQW JrDGe ERQG uQiverVe hDV 
iQFreDVeG VuEVWDQWiDOO\� 

This all feels very bearish. What’s the 
case against you? 

1RQe RI whDW ,¶ve VDiG DERuW Whe FreGiW 
PDrNeWV iV D EreDNWhrRuJh iQViJhW� 2WherV 
Dre hiJhOiJhWiQJ ViPiODr WhiQJV iQ FDuWiRuV 
FRPPeQWDr\� 

The *( VhRFN FDuVeG FreGiW WR VeOO Rff DQG 
FreGiW VSreDGV WR wiGeQ VhDrSO\� ReFeVViRQ 
IeDrV were DPSOi¿eG�  

1Rw SiFWure D PRre RSWiPiVWiF iQveVWRr� 
ThiV iQveVWRr FRuOG� TuiWe ORJiFDOO\� Vee Whe 
IeDrV DV RverVWDWeG� The\ FRuOG iGeQWiI\ 
IuQGDPeQWDO VuSSRrW iQ IDvRur RI iQveVWPeQW 
JrDGe ERQGV� )Rr e[DPSOe� Whe 86 eFRQRP\ 
iV rREuVW� ,QWereVW rDWeV� whiOe riViQJ� PD\ 
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QRW riVe VR PuFh DV WR uQhiQJe ver\ heDOWh\ 
iQWereVW FRverDJe RQ Whe GeEW� $QG� iI iQWereVW 
rDWeV Dre JRiQJ WR rePDiQ ORw VWruFWurDOO\ ± 
EeFDuVe iQÀDWiRQ iV SerPDQeQWO\ VuEGueG ± 
WheQ hiJh�TuDOiW\ FRPSDQieV VhRuOG Ee DEOe 
WR VuSSRrW PRre GeEW� 

,Q RWher wRrGV� WR MuVWiI\ FurreQW 
SeVViPiVP� we QeeG ¿QDQFiDO GiVORFDWiRQ WR 
Grive IuQGDPeQWDOV GRwQ�

,Q D GiVORFDWive iQveVWPeQW wRrOG� Whe 
86 DQG RWher eFRQRPieV wiOO WurQ GRwQ 
GeFiViveO\ DQG iPPeGiDWeO\ DV Whe\ GiG iQ 
200�� ,Q WhRVe FirFuPVWDQFeV� iW iV SerIeFWO\ 
SRVViEOe WhDW Whe RWher EuOO DrJuPeQW ± WhDW 
iQWereVW rDWeV Dre VWruFWurDOO\ ORw ± wiOO 
SrRve WR Ee FRrreFW� %uW iQ Whe OiJhW RI D 
VhDrS GRwQWurQ� WhiV wiOO Ee D ViGeVhRw� 
$QG Rur e[SeFWeG SROiF\ reVSRQVe ± 
¿VFDO reÀDWiRQ ± FRuOG Vee iQÀDWiRQ IRrFiQJ 
iQWereVW rDWeV uS DJDiQ� ThiV heDG\ FRFNWDiO 
wiOO FDuVe PiJrDiQeV�

The RSWiPiVW PiJhW VD\ ,¶P ORRNiQJ 
WhrRuJh Whe wrRQJ eQG RI Whe WeOeVFRSe� 
ThDW¶V QRW DQ uQreDVRQDEOe view WR WDNe ± iQ 
D VWDWiF� VWruFWurDO DQG IuQGDPeQWDO VeQVe� 
The WrRuEOe WhRuJh FDQ Ee VuPPeG uS iQ 
RQe wRrG ± OiTuiGiW\�

And your tweet said liquidity is 
declining. That’s the trouble?

<eV� /iTuiGiW\ iV GeWeriRrDWiQJ DW D PDFrR 
DQG D PiFrR OeveO� 

Let’s take the macro first. 

&eQWrDO EDQNV Dre QRw wiWhGrDwiQJ OiTuiGiW\ 
IrRP Whe PDrNeWV� ,Q Whe 86� Whe )eGerDO 
ReVerve rePDiQV eQJDJeG iQ TuDQWiWDWive 
WiJhWeQiQJ DQG ¿QeVViQJ Whe VhDSe RI 
iWV EDODQFe VheeW� ,Q Whe eurR]RQe� iW¶V 
SrRJreVVive WDSeriQJ RI TuDQWiWDWive eDViQJ� ,Q 

-DSDQ� Where hDV DOreDG\ EeeQ VWeDOWh WDSeriQJ 
E\ Whe FeQWrDO EDQN� wiWh PRQWhO\ SurFhDVeV 
RI ERQGV ViJQi¿FDQWO\ ORwer WhDQ Whe heDGOiQe 
OeveO RI 4(� ThiV SrRviGeV D VWrRQJ heDGwiQG 
IRr FreGiW DQG eTuiW\ PDrNeWV�

)rRP DQRWher DQJOe� FRQViGer Whe vROuPe 
RI GeEW NQRwQ WR Ee PDWuriQJ iQ Whe 86 
iQveVWPeQW JrDGe ERQG PDrNeW Rver Whe Qe[W 
Iew \eDrV� (VWiPDWeG WR Ee PRre WhDQ ��00 
EiOOiRQ iQ 2019� DQG RQ WR MuVW Rver ��00 EiOOiRQ 
iQ ERWh 2020 DQG 2021�2

6D\ riViQJ VhRrW�WerP iQWereVW rDWeV DQG 
uQGerSerIRrPiQJ FreGiW IuQGV GR eQFRurDJe
iQveVWRrV WR MuPS EDFN WR riVN�Iree DVVeWV� VuFh
DV FDVh DQG VhRrW�WerP JRverQPeQW ERQGV�

,I WhiV OeDGV WR PDWeriDO VeOOiQJ RI 
FRrSRrDWe ERQGV� WheQ iW wiOO IRrFe FRPSDQieV 
WR SD\ hiJher \ieOGV WR rROO�Rver Whe GeEW� 
ThiV iV QRW JRRG QewV JiveQ 2019¶V PRuQWDiQ 
RI PDWuriQJ ERQGV� 
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The effeFW RI 
quantitative 
WiJhWeQiQJ DQG riViQJ 
rDWeV RQ OiTuiGiW\ iV 
uQOiNeO\ WR Ee QeDW
DQG WiG\�́
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And the micro? 

$W Whe PiFrR OeveO� OiTuiGiW\ FRQGiWiRQV Dre 
QRW iPSrRviQJ eiWher� There iV D SrROiIerDWiRQ 
RI ERQG PuWuDO IuQGV DQG (T)V WhDW Rffer 
GDiO\ OiTuiGiW\� %uW Whe OiTuiGiW\ RI Whe 
uQGerO\iQJ ERQGV iV PDWeriDOO\ wRrVe� ThiV
OiTuiGiW\ PiVPDWFh iQFreDVeV Whe riVN RI D
ruQ RQ WheVe ERQG IuQGV�

TheQ Where¶V Whe FhDQJiQJ rROe RI EDQN 
ErRNer�GeDOerV� 3RVW�FriViV reJuODWiRQ PDNeV 
iW hDrGer DQG FRVWOier IRr WheP WR wDrehRuVe 
ODrJe TuDQWiWieV RI ERQGV RQ Wheir EDODQFe 
VheeWV� $V D reVuOW� Whe\ wiOO Ee PuFh OeVV 
effeFWive DV VhRFN DEVRrEerV WhDQ Whe\ were 
iQ Whe SDVW� 

)iQDOO\� iW¶V uQFOeDr hRw Whe SreVeQFe 
RI (T)V wiOO iPSDFW OiTuiGiW\ iI RuWÀRwV 
VuGGeQO\ iQFreDVe� 0\ VuVSiFiRQ iV WhDW Whe 
PeFhDQiFV RI Whe (T) FreDWiRQ�reGePSWiRQ 
SrRFeVV FRuOG PDNe OiTuiGiW\ iVVueV PuFh 
wRrVe GuriQJ DFuWe SeriRGV RI VeOOiQJ� 

You said earlier that it’s a multitude 
of factors interacting that creates 
fragility in the system. Not one single 
perpetrator that fits neatly into a 
headline. But what you’ve just said 
makes declining liquidity seem like 
the villain. 

,W¶V QRW OiTuiGiW\ DORQe� , hDG GrDIWeG DQRWher 
WweeW� whiFh , GeOeWeG IrRP P\ OiVW� ,W VDiG� 
DPSOi¿eG FRQve[iW\ iQ Whe SreVeQFe RI 
GeFOiQiQJ OiTuiGiW\ iV Whe Qew OeverDJe�

Amplified convexity?

,Q DQ DVVeW� FRQve[iW\ reIerV WR Whe SD\Rff 
SrR¿Oe� ([SreVVeG ver\ rRuJhO\� DPSOi¿eG 
FRQve[iW\ PeDQV D EiJJer PRve iQ SriFe ± 
uS Rr GRwQ ± IRr DQ eTuivDOeQW PRve iQ Whe

uQGerO\iQJ Griver RI Whe SriFe� The EDQJ iV
JreDWer WhDQ Whe EuFN�

,W¶V Whe PuOWiWuGe RI IDFWRrV FRPiQJ 
WRJeWher WhDW PDNeV WhiV FRQve[iW\ DPSOi¿eG� 

$JDiQ uViQJ Whe e[DPSOe RI 86 iQveVWPeQW 
JrDGe FreGiW� iW¶V Whe FRPiQJ WRJeWher RI 
IDFWRrV VuFh DV Whe huJe vROuPe RI GeEW RQ 
Whe WhreVhROG RI MuQN� hiJher ERQG GurDWiRQ� 
DQG hiJher iQWereVW rDWe vRODWiOiW\� 

$JDiQVW WhDW EDFNGrRS� Whe effeFW RI 
TuDQWiWDWive WiJhWeQiQJ DQG riViQJ rDWeV 
RQ OiTuiGiW\ iV uQOiNeO\ WR Ee QeDW DQG 
WiG\� 'eFOiQiQJ OiTuiGiW\� iQ Whe FRQWe[W 
RI DPSOi¿eG FRQve[iW\� iV OiNeO\ WR OeDG WR 
DGverVe IeeGEDFN ORRSV RI vDriRuV NiQGV� 

+ere¶V MuVW RQe RI WhRVe ORRSV� $W Whe 
ErRDG OeveO� wiGeQiQJ FreGiW VSreDGV OeDG WR 
WiJhWer ¿QDQFiDO FRQGiWiRQV� TiJhWer ¿QDQFiDO 
FRQGiWiRQV FreDWe eFRQRPiF heDGwiQGV DQG 
PRre vRODWiOe DVVeW SriFeV� The eFRQRP\ 
VORwV� iQFreDViQJ e[SeFWeG GeIDuOWV iQ 
FreGiW� +iJher e[SeFWeG GeIDuOWV OeDG WR 
GRwQJrDGeG FreGiW rDWiQJV� ThiV reiQIRrFeV D 
wiGeQiQJ iQ FreGiW VSreDGV ± DQG WDNeV \Ru 
EDFN WR Whe EeJiQQiQJ RI Whe ORRS� 

,I Whe eFRQRP\ hDV D ORW RI SRViWive 
PRPeQWuP� iW iV SRVViEOe WhDW VWrRQJ 
SerIRrPDQFe E\ FRPSDQieV FDQ VWRS Whe 
DGverVe ORRS IrRP SrRSDJDWiQJ� +Rwever� iW¶V 
wheQ Whe eFRQRP\ iV ORViQJ PRPeQWuP� DW 
Whe eQG RI D F\FOe� WhDW Where¶V Whe JreDWeVW 
riVN RI DGverVe IeeGEDFN ORRSV�

,W¶V QRW FRQWrRverViDO 
WR VD\ WhDW vRODWiOiW\ RI 
DVVeW SriFeV iV D SRRr 
PeDVure RI riVN�́
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TheVe ORRSV ± iQ Whe FRQWe[W RI FRQve[iW\ 
DQG iOOiTuiGiW\ ± PiPiF Whe effeFWV RI hiJh 
OeverDJe iQ Whe V\VWeP� The\ IRrFe D Ge�riVNiQJ 
RI SRrWIROiRV� DV SRrWIROiRV hDve WR DGMuVW WR 
Whe reDOiVDWiRQ WhDW Whe\ Dre PuFh riVNier WhDQ 
Wheir riVN RSWiPiVDWiRQ PRGeOV VuJJeVWeG� 

These models, most of them are based 
on volatility. Your penultimate tweet 
said: Volatility cannot be a measure of 
risk and an asset class simultaneously.

,W¶V QRW FRQWrRverViDO WR VD\ WhDW vRODWiOiW\ RI 
DVVeW SriFeV iV D SRRr PeDVure RI riVN� The 
EDQNiQJ VeFWRr OeDrQW WhDW OeVVRQ 20 \eDrV 
DJR� 6R wh\ GReV Whe DVVeW PDQDJePeQW 
iQGuVWr\ SODFe VR PuFh ePShDViV RQ vRODWiOiW\ 
iQ riVN PDQDJePeQW" 

$IWer Whe ORVVeV VuffereG iQ 200�� ERWh 
reJuODWRrV DQG iQveVWiQJ FOieQWV EeJDQ 
¿[DWiQJ RQ riVN PDQDJePeQW DQG riVN 
FDWeJRriVDWiRQ� 1DWurDOO\� Whe iQGuVWr\ 
reVSRQGeG E\ GeveORSiQJ iWV riVN PDQDJePeQW 
FDSDEiOiWieV� The uQGerO\iQJ PRGeOV WRRN 
WrDGiWiRQDO SRrWIROiR WheRr\ DV Wheir Fue ± 
wiWh D IRFuV RQ riVN verVuV reWurQ� where riVN 
iV PeDVureG DV« vRODWiOiW\� 

$W iWV wRrVW� WhiV iV OiNe Whe ROG MRNe DERuW 
Whe GruQN whR VeDrFheV IRr hiV FDr Ne\V 
uQGer Whe VWreeW ODPS� :heQ DVNeG iI he ORVW
WheP Where� he reSOieV ³QR� EuW iW¶V where Whe
OiJhW iV �́ The iQGuVWr\ uVeV vRODWiOiW\ EeFDuVe
iW FDQ Ee eDViO\ PeDVureG wiWh MuVW WwR
vDriDEOeV� SriFe DQG WiPe� (veQ iI Whe Ne\V WR
iQWriQViF riVN Oie eOVewhere�

That’s volatility as measure of 
risk. What about the volatility-
as-asset class part?

ThiV F\FOe hDV VeeQ Whe 
SrROiIerDWiRQ RI iQveVWPeQW 

VWrDWeJieV WhDW WreDW vRODWiOiW\ DV DQ DVVeW 
FODVV iQ iWV RwQ riJhW� 

$W ]erR iQWereVW rDWeV� WheVe VWrDWeJieV 
SrRviGe DQ DOWerQDWive� VeePiQJO\ ORw�riVN� 
PeDQV RI hiWWiQJ D QRPiQDO reWurQ WDrJeW� 
$QG wiWh TuDQWiWDWive eDViQJ FruVhiQJ 
vRODWiOiW\ DFrRVV DVVeWV� Whe VWrDWeJieV hDve 
wRrNeG WrePeQGRuVO\ weOO�

$V DOwD\V� ÀRwV RI PRQe\ IROORw JRRG 
SerIRrPDQFe� TheVe ÀRwV VuSSreVV ERWh 
reDOiVeG DQG iPSOieG vRODWiOiW\� 

8QWiO )eEruDr\ 201�� \Ru FRuOG iQveVW 
iQ D IuQG FDOOeG ;,9 ± D SOD\ RQ PeDVureG 
vRODWiOiW\ WhrRuJh Whe 9,;� ,W DPDVVeG �2 
EiOOiRQ EeIRre GiViQWeJrDWiQJ� $QG� DV we 
heDrG IrRP Rur 6wiVV weDOWh PDQDJer 
IrieQG� iQveVWRrV hDve EeeQ Eu\iQJ SrRGuFWV 
wiWh D vDrieW\ RI ODEeOV WhDW Dre VeOOiQJ 
vRODWiOiW\� iQ effeFW VeOOiQJ iQVurDQFe�
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*iveQ D ORQJ eQRuJh iQveVWiQJ hRri]RQ� 
Whe WheRr\ iV WhDW Whe vRODWiOiW\ riVN SrePiuP� 
DV iW iV NQRwQ� FDQ Ee hDrveVWeG iQ D QuPEer 
RI GiffereQW wD\V DFrRVV GiffereQW DVVeW 
FODVVeV� ,Q VhRrW� iW SD\V WR Ee D VeOOer RI 
iQVurDQFe iQ Whe ORQJ ruQ� 

, GRQ¶W GiVSuWe Whe hiVWRr\ vDOiGDWiQJ WhiV� 
The reVeDrFh iV iQFRQWrRverWiEOe� 0\ FRQFerQ 
iV WhDW vRODWiOiW\ ORRNV OiNe D We[WERRN 
e[DPSOe RI *RRGhDrW¶V /Dw� 

And Goodhart’s Law says…?

:heQ D PeDVure EeFRPeV D WDrJeW� iW FeDVeV 
WR Ee D JRRG PeDVure� 

There¶V D SrREOeP IRr Whe DVVeW 
PDQDJePeQW wRrOG DV D whROe here� ,W FDuVeV 
SRrWIROiRV JeQerDOO\ WR DSSeDr wiWh PuFh 
ORwer riVN ± EDVeG RQ vRODWiOiW\ ± WhDQ Whe\ 
PiJhW RWherwiVe GR� ,W eQFRurDJeV iQveVWRrV 
WR ORDG uS SRrWIROiRV wiWh PuFh hiJher OeveOV 
RI iQWriQViF riVN�

,¶ve IRFuVeG RQ WhiV effeFW WhrRuJh Whe 
QDrrRw SriVP RI Whe 86 iQveVWPeQW JrDGe 
ERQG PDrNeW� ThDW¶V MuVW RQe e[DPSOe� 
There¶V D reDO GDQJer WhDW Whe iQWerORFNiQJ 
QDWure RI PDrNeWV VSiQV RuWwDrGV DQG 
FRPSrRPiVeV RWher SDrWV RI Whe V\VWeP� 
ThDW¶V QRW D VurSriVe� FORVe Rff Whe 01 DQG iW¶V 
QRW ORQJ EeIRre Whe $1 iV JriGORFNeG�

Let’s move to your final tweet – 
there’s a dangerous assumption of 
continuous liquidity.

ThiV QeeGV D EiW RI D ruQ uS� 
The SDVW GeFDGe RI PRQeWDr\ SROiF\ hDV 

eQFRurDJeG WhRVe wiWh ORQJer iQveVWiQJ 
hRri]RQV WR DOORFDWe PRre RI Wheir SRrWIROiRV 
WR iOOiTuiG DVVeW FODVVeV� 3rivDWe eTuiW\� 
veQWure FDSiWDO� iQIrDVWruFWure� SrivDWe 
OeQGiQJ DQG Whe OiNe� 

The rDWiRQDOe iV WhDW WhRVe wiWh ORQJer 
iQveVWiQJ hRri]RQV ± SeQViRQ IuQGV� 
eQGRwPeQWV ± VhRuOG hDrveVW Whe iOOiTuiGiW\ 
SrePiD WhDW Dre DvDiODEOe iQ iOOiTuiG DVVeWV 
Rver Whe ORQJ ruQ� )Rr IuQGV WhDW hDve 
QRPiQDO reWurQ WDrJeWV� W\SiFDOO\ DrRuQG �� 
D \eDr� iOOiTuiG DVVeWV SrRviGe Whe SrRVSeFW 
± EDVeG RQ hiVWRriFDO SerIRrPDQFe DW OeDVW 
± RI PuFh hiJher reWurQV� :hDW¶V PRre� 
iOOiTuiG DVVeWV GRQ¶W JeW SriFeG DV IreTueQWO\ 
DV SuEOiFO\�WrDGeG DVVeWV� %eFDuVe SriFiQJ iV 
OeVV IreTueQW� Whe riVN RI Whe whROe SRrWIROiR� 
wheQ PeDVureG E\ vRODWiOiW\� DOVR DSSeDrV WR 
Ee ORwer� 

,Q WruWh� DFWuDO reWurQV iQ WheVe iOOiTuiG 
DVVeW FODVVeV FRuOG Ee ViJQi¿FDQWO\ ORwer 
WhDQ SreGiFWeG ± EuW WhDW¶V D FRQverVDWiRQ IRr 
DQRWher GD\� 

The reOevDQW iVVue here iV OiQNeG WR Ge�
riVNiQJ� $Q\ Ge�riVNiQJ iQ SRrWIROiRV IuOO RI 
iOOiTuiG hROGiQJV hDV WR Ee IRFuVeG ± where" 

On the liquid part, the easier-to-sell 
holdings. 

6SRW RQ� $QG iI� DV , e[SeFW� FreGiW PDrNeWV 
JuP uS� VeOOiQJ SreVVure wiOO PiJrDWe WR 
Whe PRVW OiTuiG DreDV RI FDSiWDO PDrNeWV� 
QRWDEO\ eTuiWieV�

ThiV WDNeV uV EDFN WR WeFhQRORJ\� The 
PDFhiQeV hDve WDNeQ uS reViGeQFe iQ Whe 

([SeFW DQ DvDODQFhe� 
$QG FODPEer RQ WR 
GiffereQW JrRuQG�́
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PRVW OiTuiG PDrNeWV EeFDuVe Whe\ IeeG 
Rff OiTuiGiW\ IRr Wheir SrR¿WDEiOiW\� ,Q 86 
eTuiWieV� Whe DOJRriWhPiF WrDGiQJ VhDre RI Whe 
PDrNeW iV QRw JreDWer WhDQ �0�� 

,Q VWreVVeG PDrNeWV� WhiV iV D EiJ SrREOeP� 
EeFDuVe Whe PDFhiQeV Dre SrRJrDPPeG 
WR VwiWFh Rff iI PDrNeWV VWDrW EehDviQJ 
VWrDQJeO\� ,W PeDQV OiTuiGiW\ iQ Ne\ PDrNeWV 
iV RQO\ reOiDEOe iQ QRrPDO PDrNeW FRQGiWiRQV�

:hDW hDSSeQV iI iQveVWRrV FROOeFWiveO\ IeeO 
Whe QeeG WR FuW riVN IrRP Wheir SRrWIROiRV" 
3erhDSV WriJJereG E\ D reDOiVDWiRQ WhDW Wheir
SRrWIROiRV Dre DFWuDOO\ riVNier DQG PRre
iOOiTuiG WhDQ Whe\ WhRuJhW�

6eOOiQJ PD\ Ee IRrFeG iQWR Whe VuSSRVeGO\ 
PRVW OiTuiG PDrNeWV� VuFh DV 86 eTuiWieV� 
/iTuiGiW\ FRuOG vDQiVh� ,I iW GReV� Where iV D 
reDO GDQJer WheVe PDMRr PDrNeWV FRuOG IDOO 
TuiFNO\ DQG VhDrSO\ ± Whe\ JDS ORwer� ThiQN 
VuGGeQ GrRSV IrRP RQe OeveO WR DQRWher� 
wiWh QR VWRS iQ EeWweeQ� 

And why is this assumption of 
continuous liquidity dangerous?

ThiV DVVuPSWiRQ iV Ne\ WR Whe IuQFWiRQiQJ 
RI PDrNeWV� EeFDuVe iW¶V hRw WrDGerV DQG 
iQveVWRrV PDQDJe Wheir riVN DQG heGJiQJ� 
,QveVWRrV reO\ RQ Whe OiTuiGiW\ RI PDrNeWV WR 
SerIRrP D µMuVW iQ WiPe¶ Ge�riVNiQJ RI Wheir 
SRrWIROiRV� 

%uW wheQ OiTuiGiW\ vDQiVheV� iW wiOO 
e[SRVe DQRWher PDMRr IrDiOW\ iQ DVVeW 
PDQDJePeQW� WRR PDQ\ SeRSOe Dre VhRrW 
JDS riVN� ,Q RWher wRrGV� Whe\ Dre e[SRVeG 
WR Whe riVN WhDW Whe\ FDQQRW WrDGe RuW RI 
Wheir DVVeWV DV SriFeV IDOO� EeFDuVe Whe SriFe 
rDSiGO\ MuPSV ± Rr JDSV ± ORwer�

:hiOe Whe PDFhiQeV wRQ¶W QeFeVVDriO\ 
FDuVe D FrDVh� Whe\¶OO Ee D OiQN iQ Whe FhDiQ 
IDFiOiWDWiQJ RQe�

To wrap up – what’s a prudent investor 
to do?

([SeFW DQ DvDODQFhe� $QG FODPEer RQ WR 
GiffereQW JrRuQG ± D JrRuQG where reDO 
SrRWeFWiRQ FRVWV reDO PRQe\ DQG FDQ PDNe 
reDO PRQe\� 

2ur SRrWIROiRV Dre EuiOW wiWh Whe DiP RI 
NeeSiQJ Rur FOieQWV VDIe� WR SerIRrP weOO iQ D 
VhDrS PDrNeW GiVORFDWiRQ� DQG WR DOORw uV WR 
SrR¿W IrRP Whe RSSRrWuQiWieV D GiVORFDWiRQ 
wiOO EriQJ� 
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DISCLAIMER
The views expressed in this document are not 

intended as an offer or solicitation for the purchase 
or sale of any investment or financial instrument. 
The information contained in the document is fact 
based and does not constitute investment research, 
investment advice or a personal recommendation, 
and should not be used as the basis for any 
investment decision. References to specific securities 
should not be construed as a recommendation to buy 
or sell these securities. This document reflects 
Ruffer’s opinions at the date of publication only, and 
the opinions are subject to change without notice.

Information contained in this document has been 
compiled from sources believed to be reliable but it 
has not been independently verified; no 
representation is made as to its accuracy or 
completeness, no reliance should be placed on it and 
no liability is accepted for any loss arising from 
reliance on it. Nothing herein excludes or restricts 
any duty or liability to a customer, which Ruffer has 
under the Financial Services and Markets Act 2000 
or under the rules of the Financial Conduct 
Authority.

© Ruffer LLP 2019 Ruffer LLP is a limited 
liability partnership, registered in England with 
registration number OC305288. The firm’s principal 
place of business and registered office is 80 Victoria 
Street, London SW1E 5JL. Ruffer LLP is authorised 
and regulated by the Financial Conduct Authority. 
ruffer.co.uk
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