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Big Investors, and bumps and bruises deserved. 
  

It was an irresistible headline: “Argentina Trips up Fidelity, Morgan Stanley and Other Big 
Investors!”  The investment business hands out bumps and bruises to everyone—no exceptions—so, 
being human, it’s hard to resist a story about someone else’s bumps and bruises.  But it’s also 
instructive.  Fidelity, Morgan Stanley, T. Rowe Price, Blackrock and Eaton Vance had the bad luck to 
actually be named in the Journal’s article, which began this way:  “Argentina’s currency and stock market 
are pounding funds managed by some of the world’s biggest investors, reversing last year’s outsized gains 
. . . since some of those funds have 17% of their assets, or more, in Argentine stocks . . . which plunged in 
value as the peso plunged, recently.” 
  
The heart of Argentina’s story is decades of shocking abuse of the economy by political leaders who were 
generally against free markets, competition and business in general—and generally in favor of high taxes, 
government control of major industries and, yes, corruption.  That general summary comes from 
economist Scott Grannis, who has been writing about Argentina for years, since he knows it very well.  (His 
wife is Argentine, and they visit the country regularly.)  “In essence,” he wrote last week, “government 
spending has been out of control, and has been paid for by printing money . . . with 30% to 40% 
inflation the inevitable result.” 
  
Wall Street’s “Big Investors” probably saw Argentina as a “deep value” play, last year, with the election of 
Mauricio Macri as President.  Mr. Macri is a market-friendly politician who promised to fix the broken 
economy and invite back the foreign investment which had fled the country.  Argentina’s stock market 
rose 77% last year—which surely made the “Big Investors” feel as if they had indeed spotted a great value, 
and pounced on it.  
  
So far, so good—in theory anyway.  Outlook Capital Management’s clients know about “deep value” 
stocks.  Such companies are hated by the market while they’re enduring the long, hard slog of fixing 
serious problems.  But if they begin the slog with financial strength, and if their leaders are very quick and 
aggressive about redoubling that financial strength, the market’s hatred is almost always dead wrong, and 
eventually hands out remarkable returns to patient investors, as a reward for enduring the initial bumps 
and bruises.  But here’s the difference between Blackrock, Morgan Stanley and friends . . . and, 
yup, Outlook Capital Management.  Argentina, last year, was a very long way indeed from Caterpillar, 
Conoco, Shell, Micron, Freeport and all the rest.  It elected the right leader, but gave him no foundation 
of financial strength to build upon.  Instead it gave him runaway government spending, vast debt, and 
frightening inflation running at those 30% - 40% rates.  Mr. Macri has done many sensible things, and 
made a few mistakes—but Argentina’s staggering financial problems seem to be overwhelming his best 
efforts.  
  
That’s not the least bit surprising, and certainly doesn’t reflect badly on Mr. Macri.  It’s quite possible for 
problems to be too big for any CEO (or nation’s president) to fix, at least in the short term.  These 2 
pictures show the most frightening of those problems: 
  



 

 
  

The top chart tells us that Argentina’s government grew the money supply at 30% per year, these past 10 
years.  Their tools were simple:  a printing press and a lot of paper.  The bottom chart shows the 26% 
short-term interest rate of 9 months ago, and the 40% rate of today:  the temperature reading of a very 
sick economy.  Returning to our beginning “Argentina Trips Up Big Investors” headline, the $64,000 
Question for Blackrock, Morgan Stanley and Fidelity is surely this:  “Didn’t you glance at these charts 
before you invested, last year?”  “Deep value” investments work wonderfully when great business leaders 
and excellent financial strength are combined.  But when financial strength is replaced by financial 
shambles, we are not investing but throwing dice at a roulette wheel.  Those “Big Investors” are absorbing 
their bumps and bruises . . . and perhaps they deserve them. 
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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.  

 


