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The Trade Deal, and U.S. Factory Health:  Let’s Believe the Anecdotes, not the Statistics. 
  

A “Cease Fire” is the best description of this “Phase One” trade deal, between the U.S. and China.  It’s 
certainly not peace; it’s not a “truce”; it’s not even “negotiations toward peace, or a truce.”  (The 
“continuing talks” part of the deal is as meaningless as those words usually are.)  It feels like only one 
thing:  a “cease fire,” when two armies stop shooting until whenever one of them decides to start shooting 
again.  
  
Even so, in wartime “cease fires” almost always feature a stronger side, and a weaker side.  The weaker 
side needs the cease fire; while the stronger side merely thinks a cease-fire will serve its interests, for a 
while.  The usual buckets of media ink are being spilled on analyzing the Phase One deal, and we’ll pass 
over any in-depth analysis of our own.  It’s not necessary.  It’s perfectly clear that the U.S. “won” this 
negotiation and China lost—because after 18 months it found it was the “weaker side” by a mile.  Only 
the weaker side would have agreed to basically no tariff relief by the U.S., and 10 months of being watched 
to see whether it will keep its promises this time. 
  
The $64,000 Question for investors is:  “Will this Phase One Deal make the market’s 18-month Nightmare 
vanish?”  That Nightmare has been this headline, which has been tried out very often over the last year-
and-a-half:  “U.S. and World Economies Buckle and Plunge as Trade War Wreaks Havoc!”   
  
The problem, of course, is that they didn’t.  America’s economy kept marching firmly ahead; Europe 
staggered somewhat, going from “slow” to “slower” or even “almost a standstill”;  and most Asian 
economies (besides China’s) either flourished or slowed only slightly.  But China emphatically 
weakened.  We will never know just how much it weakened, because China’s statistics just can’t be 
trusted.  But over the 18 months we saw gathering waves of “circumstantial” evidence about factory 
layoffs, bankruptcies, sharply plunging auto sales; and especially, a growing tide of “China exits” by U.S. 
and foreign companies finally driven to act by the many examples of Mr. Xi’s “naked sword” policies.  
  
Political leaders do blunder . . . and sometimes the blunders are monumental.  At Outlook we’re pretty 
sure Mr. Xi knows how badly he’s blundered . . . and has spent the last 6 months trying for a Phase One 
Deal which would slow the economic bleeding without seeming too obvious and too embarrassing a 
defeat.  
  
And where does that leave the U.S. economy, as it marches into 2020? 
  
Well, we have economic statistics too.  Like China’s, they’re not really trustworthy—though not because 
anyone is fiddling with them, but just because most economic numbers are a little shaky in their 
relationship to the underlying facts, by their nature.  Here are 2 really interesting sets of numbers which 
came out this week: 
  



 
  

This one, which has naturally been lavished with attention from the press, seems to show a year-long 
weakening in the U.S. manufacturing sector.  Factory jobs have looked like they’ve not only been heading 
for zero growth, but even turned negative lately.  (The big spike down and up can be ignored, being the 
GM strike and its fix.)  The media and plenty of eminent analysts have had a field day with this, concluding 
that the President’s trade war obviously triggered this slump in jobs.  Then along came a rather different 
picture: 
  



 
The Wall Street Journal, putting these 2 pictures side by side, called them a “paradox” . . . then made not 
the slightest attempt to figure out the paradox.  The chart above, of course, shows a tremendous, 
sustained boom in “job openings” in U.S. factories.  Those open jobs are 400% higher than they were in 
2009, when the Calamity ended; they are about 75% higher than their pre-Calamity averages; and for the 
last year or so, they’ve been beating the amazing peaks they temporarily showed during the Dotcom 
Bubble. 
  
It does look as if we must choose which picture of reality to believe, doesn’t it?  
  
Only a week ago, the Journal ran an interesting story about the startling behavior of U.S. factories, when 
it comes to hiring and keeping workers.  
  

Manufacturers are paying thousands of dollars in relocation costs and bonuses to move new hires 
across the country at a time of record-low unemployment and intense competition for skilled 
workers. Close to half a million U.S. factory jobs are unfilled, the most in nearly two decades. At 
the same time, Americans are moving around the country at the lowest rate in at least 70 years. 
To entice workers to move, manufacturers are raising wages, offering signing bonuses and 
covering relocation costs, including for some hourly positions. They are betting that spending on 
higher wages and moving incentives will help them find workers to fill their backlogs of orders, 
Austen Hufford reports. 
  

https://www.wsj.com/articles/manufacturers-increase-perks-to-get-new-hires-to-move-11578825002


Back in Economics graduate school, we were warned against believing “anecdotal evidence.”  Only 
statistics supported by sophisticated mathematical methods could be trusted.  That is the kind of message 
young grad students believe; and those of their professors who never met a payroll, made a sale, or 
recruited a vital employee.  As we all get older, though, we tend to trust the “anecdotal evidence” more 
and more heavily; and doubt the sophisticated statistics more and more thoroughly.  At Outlook we think 
this is one of those times.  The U.S. economy is at least as strong as most economic statistics suggest . . . 
and very likely a great deal stronger.  We own more than a handful of the factory companies behind that 
chart just above; and behind those interesting anecdotes.  They are in very good shape indeed, heading 
into 2020. 
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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.  
 


