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Here we are, once again:  cowboy capitalism, tempered with caution, against a long list of Troubles. 
  

“What will be the long-term effects of the Shutdown Calamity of 2020?” has become the Question of the 
Year lately, with every expert with a keyboard taking a swing at it.  Their answers have ranged from “The 
world turns upside down forever!” to “Nothing much.”  The biggest crowd is clustered around the first 
answer, of course, with forecasts from “Tumbleweeds will blow through Manhattan skyscrapers!” to 
“Inflation will run rampant!” to “Global debt defaults around the corner!”  
  
At Outlook we’ll stick with our first swing at the Question, not long ago.  The Shutdown Calamity of 2020 
is the almightiest fright since the Global Bank Runs of 2008, and it will have exactly the same long-
lasting, beneficial effect:  caution.  When normal people come face to face with disaster, and live through 
it, they act carefully and cautiously for a long time.  All by itself, that one-word effect—Caution!—explains 
a great deal of the astonishing long life of the 11-year economic expansion and bull market from 2009 to 
2020.  The normal course of human events tried to knock those long-lived benefits off their 
feet many times, during the 11 years.  Until the Virus Shutdown of 2020, they all failed.  They failed 
because the rule of “Caution” meant consumers and business leaders all over the world—and 
emphatically in the U.S.—had built up their liquidity and financial strength so much that they could shrug 
off frights and accidents which could have flattened weaker economies, businesses and citizens.  

  
At this moment there isn’t too much more we can say about the next 10 years or so.  But what we have 
said is plenty:  “We’re highly likely to see the same kind of long growth phase we saw after 
2009:  sometimes slow, always steady, very stubborn.”  That would be a pretty wonderful future for 
investors . . . as long as the market itself doesn’t sabotage it by acting as if our troubles are behind us, and 
valuing companies as if they’re all on the way to the stars.  
  
Given our current list of “troubles,” it’s kind of hard to see that happening, isn’t it? 
  
Here’s a short list of those troubles.  It’s kind of an introduction to Part Two of Outlook’s answer to “What 
will be the long-term effects?” 
  

• Like lions and tigers, economic calamities kill the weak.  That always means, “Those with too much 
debt.”  JC Penney, Hertz, Neiman Marcus, Pier One and Tuesday Morning are certainly only the 
beginning of the tidal wave.  The airlines are trying desperately to scramble farther up the beach 
before the wave crushes them, and there will be many more. 

  
• The pension liabilities of states and cities were the elephant in the room before the Shutdown 

Calamity.  The elephant had been acting oddly quiet for years, only snorting and pawing the 
ground now and then—but no longer.  There is a huge range from “strong” to “near financial 
death” among state and local governments and, like the lions and tigers, the Shutdown Calamity 
will pounce on the weaker ones.  It’s very hard to imagine cities like Chicago and New York finding 
a way to cushion themselves from the disastrous plunges in sales and income tax revenue 
triggered by the Shutdowns, because the most obvious lasting damage from the Virus Calamity 
must surely be to the idea that big urban environments are great places to live and do business.  
  

• Office real estate is on everyone’s list of “troubles” for the same reason. 
  



• The European Union had endured 11 years of halting, crawling economic growth, while the U.S. 
sprinted ahead, by comparison.  That picture is below.  The Shutdown Calamity can only make 
Europe crawl even slower, and halt even more often.  The EU’s leading politicians and bureaucrats 
hit the headlines, just now, with their own “Two Trillion Euro Stimulus Plan!”  Something like 30% 
to 40% of that money will be aimed at speeding up the European economy’s transition to 
“Green.”  Something like 80% of European business leaders, according to a Financial Times survey, 
“have been waiting for the Stimulus Plan as the foundation for their own companies’ recovery 
strategies.”  That ranks as one of the saddest polls we’ve ever seen, at Outlook.  Nothing could 
more sharply contrast with the attitudes of American business leaders—thank goodness.  Big 
Government and something approaching “central planning” have been an anchor dragging down 
Europe’s growth for decades, and especially the last decade.  It will be very sad if the Shutdown 
Calamity ends up making the anchor even bigger and heavier. 
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• “China!”  It’s only one word, like “Caution!”, but unlike the good effects of that word on the U.S., 
the long-term behavior of China after this crisis looks just plain “Bad!” at the moment.  Before the 
word “Virus” was ever mentioned, at Outlook we were astounded at the series of blunders 
committed by China’s dictator, Xi Jinping.  In a nutshell, he shook his fist in the world’s face time 
after time, and succeeded in waking up a world which had been asleep to the dangers from 
China.  Now Mr. Xi appears to be doubling down on that strategy, most recently with this week’s 
action to stamp out freedom in Hong Kong.  Mr. Xi’s strategy has only hurt both China’s 
people and his own long-term plans.  We might be tempted to think smart people, including 
dictators, couldn’t possibly blunder that badly; but when we pay attention to history, we never 
think that.  Political leaders do indeed make catastrophic blunders—particularly dictators.  
  



Unless there is a change in leadership in China, the global growth tailwind assisted by China’s 
growth, over much of the last decade, will become a mild breeze at best.  
  

That’s quite long enough for a “short list of long-term troubles,” isn’t it?  
  
We’ll explore them in more gruesome depth later.  But the Big Picture lines up those Troubles, on one 
side; and on the other side, against them, essentially one “basic virtue”:  U.S. business speed, innovation 
and determination; and the mainly-free, lightly-regulated markets which dominate the U.S. 
economy.  (Yup, here we are again:  cowboy capitalism, tempered with caution, against a nightmarish list 
of Troubles.)  It’s absolutely impossible for a great many highly-educated people to feel that this fight is a 
fair match; that the “basic virtue” has anything like the power to defeat the Troubles.  They always feel 
that way.  They’ve always been wrong.  At Outlook we’re betting emphatically that they’ll be wrong again.  
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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.  
 


