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choose to hold cash, which pays zero nominal interest. — Ben Bernanke

I think I can safely say that nobody understands quantum mechanics.
— Richard Feynman
Over his 30-year career, Grant Williams has held senior positions at a number of investment banks and brokers
in locations as diverse as London, Tokyo, New York, Hong Kong, Sydney and Singapore. Grant is portfolio and
strategy advisor to Vulpes Investment Management in Singapore and also one of the founders of Real Vision
Television — an online, on-demand finance channel showcasing the brightest minds in finance. A regular
speaker at investment conferences across the globe, Grant blends history and humor with keen financial insight
to produce unique presentations which have been enthusiastically received by audiences everywhere.

INTRODUCTION

WHY DO I CARE?
I was introduced to Grant in August of 2012 by a mutual acquaintance, after Grant featured an episode of Capital
Account in his newsletter. We eventually got around to having him on the program for what was considered, at
that time, a long conversation (approx. 15min). Our paths have crossed a few times since, including a dinner in
May of 2013, during the height of my illness from a brain tumor (something I did not share with him at the time).
I mention this because Grant is part of a past that has only recently started to fade from memory. Still, bringing
someone onto Hidden Forces from this period in my life is always a sentimental experience for me.
Grant is also a very gracious man. He is one of the most gracious individuals that you can meet, both in and
outside of finance. He is always overflowing with genuine praise for other people, and you get a sense that his
life is an open book and he lives it with a very big heart. It is no wonder that he does some of the best, longform conversations in all of media. He has a gift for being perpetually fascinated, and his personable character
makes people open up easily to him.
I have invited Grant on because I want to learn from his more than 30 years of experience working in financial
markets, but also from his years of interviewing, meeting with, and learning from, some of the smartest, most
successful people in finance. I am also fascinated to learn about his own adventures in media, and how he sees
the future evolving.
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PHASES
1. Birth ― Where were you born and where are you from? What was
baby Grant like? What were your early interests?
2. Finance ― How did you get into finance? Where did you start?
When did you start writing? When did you start writing for public
consumption? Did you write about things other than markets? What
is your process like for writing your bi-monthly letter?
3. Evolution ― Have you found that your life has been a constant
evolution? Are there new things you are learning about yourself or
about what you enjoy or what you are good during this stage in your
life? What is your day-to-day life like now?
4. Media ― How did you find yourself doing what you do now,
conducting some of the best, most engaging interviews on
television? You are one of the best at interviewing portfolio
managers, particularly macro investors, of anyone I’ve ever seen.
Not only that, but you do marathon, day-long conversations that are
edited into 90min-2hr shows. Remarkable. How do you do it?
5. Drive ― What drives you? What is it about the world or your life
that is worth getting up each and every morning for?

POST-2008 FINANCIAL MEDIA & COUNTERCULTURE
Loss of Innocence ― It seems that people tend to define their lives around important events or periods that
have some external cause or origin, which result in either profound shifts and/or consolidations of character
and world view. There seems also to be some threshold crossing event that signals the transition from
adolescence or naivety into maturation or adulthood – what people refer to as “a loss of innocence.”
For investors, it is natural that these events are related to changes in market regime. I know many people for
whom the 1970’s stagflation served as the catalyst. For
others, it was Black Monday in 1987, when the markets
dropped by almost 23% in one day. For others still, it
was the bursting of the tech bubble, and most recently,
the global credit crisis of 2008. Was 2008 such a
moment for you? How did the world before 2008
appear to you and how did it appear after? (For me,
these events were the 9/11 attacks, the War in Iraq, and
the 2008 Crisis. In each case, there were things I never
imagined possible. In the case of the 2008 crisis, it was
the notion that the congress and the Federal Reserve,
along with its private, corporate constituents could
manage to take control of the treasury and the nation’s
printing presses in order to save themselves at the
expense of the citizenry, without paying for the lifeboat
once they reached the other end. This was my loss of
innocence. I never saw the world the same again.)

2

Birds of a Feather ― There is an interesting flock of like-minded thinkers that emerged from the crisis of 2008.
In some ways, you could call it the anti-consensus, consensus. Another way to think of it was or is, as a series of
concentric circles. A very big one was gold and the gold standard (it has been shrinking in recent years, along
with its price). Others included an end-the-fed constituency, libertarian/anarchist ideals, a criticism of
consumerism and budget deficits, a reverence of the Chinese saver, an obsession with public and private debt,
an alarm over inflation, etc. When I try and look for a common thread that ran through all of these, I would say
that there was a sense of disillusionment with the system. People broke into two categories: those who were
willing to put their faith in the conventional wisdom and those who were determined to break with it. The
interesting people were, of course, those who broke with convention. But the way in which they
broke with it, and how those people grouped themselves is where things got interesting. Further
subdivisions seemed to emerge consistent with people’s means and experience (i.e. investors with
greater intellect and experience could express their views in more sophisticated ways).
I think, as a general rule, the more intelligent and experienced the investor, the more
nuanced his or her investment decisions were and the less wedded he or she was to any
particular viewpoint. That said, even great investors like Stanley
Druckenmiller had to close his fund. It was not an easy time. I guess what I’m
describing here is a type of culture that emerged out of 2008, of which you
were and remain, a part. How has this culture evolved in the years
since? How have people evolved, separated, or moved on? How
have careers been made, destroyed, or lingered in obscurity?
Twitter & Blogosphere ― I was pretty much absent from this cultural landscape just described, for about four
years from the spring of 2013 until the spring of 2017. When I began tweeting again, I found that even twitter’s
algorithm had changed, to such a degree that my account had been rendered useless. Perhaps, it was also that
I had changed, so much so that my thoughts were less relevant and my abilities to use the platform diminished.
At the same time, Facebook had exploded in relevance, and the blogosphere seemed to have declined in
importance. The landscape of news and information had changed, in other words, and I was no longer sure
where to go in order to find good information. How
important was self-publishing to the revolution in
unconventional thinking in the period after 2008
and the spread of some of the ideas already
mentioned? How important was twitter? How has
the information landscape changed? How has
media changed? How has your use of twitter
changed or remained the same, and what about
your writing and the way in which you engage with
your audience?
Things That Make You Go Hmm… ― What’s the
story of how you began Things That Make You To
Hmmm…? Firstly, how did you come up with such
an unorthodox name? It’s an interesting
expression, since it captures a moment that all of
us know very well. It’s that moment when you
know something’s not right, and you are now
curious to know why. How regularly do you write?
What is that process like for you, and how do you
balance writing with all the other stuff you do?
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Real Vision ― How did idea for real vision come together?
I think a number of people were thinking along similar
lines, and if I’m not mistaken, you and Raoul both came to
some sense of the opportunity separately. Did you already
know each other pretty well? How has the company
evolved during that time? What have been some of the
challenges to building such an ambitious company? It’s an
interesting brand that you have developed. What is the
thought process that has gone into the visual branding of
the company?

QUANTUM FIELD REPORTS
I very much enjoyed reading the last two issues of your
newsletter. What seemed like a detour – your exploration
of the Flat Earth Society and its founder Mad Mike Hughes – turned out to be an apt metaphor for what you call
the “Fiat Earth Society.” Your argument is essentially that, by taking rates negative, global central banks are the
equivalent of Flat Earther’s, arguing against more than 2000 years of progress in science and mathematics.
Interestingly enough, there is an interesting parallel in some comments offered by William White in a recent
interview of him that you did for Real Vision, where he compared a world of negative interest rates to that of
subatomic particles. Just as the rules of Newtonian physics and classical mechanics no longer apply at the
quantum level, so too may the normal rules of market capitalism break down below the zero rate. Central banks
see the zero bound as part of a linear continuum towards negative infinity. “We are at zero? No problem. Just
go lower!” The idea is that, for example, a couple in their late 40’s or early 50’s who have been saving for
retirement will be less inclined to continue to save when it actually costs them money to do so (they are paying
the bank to gold their money). But what if the rational response by someone in their position is to save more.
After all, if $100 in the bank is worth less today than it was a year ago, shouldn’t you be saving more of it? To
bridge the gap between Bill’s point about quantum weirdness and your analogy about flat earthers, perhaps it
is best to quote Richard Feynman who famously remarked, “I think I can safely say that nobody understands
quantum mechanics.”
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Quantum Weirdness ― William White made the point in your recent interview on Real Vision that, by taking
rates negative, global central banks are trying to apply theories of classical mechanics to subatomic particles.
The models just won’t work anymore. You have crossed the threshold. Things start getting weird. What do you
think of this analogy? Might savers, rather than save less, be incentivized to save more? Might banks be inclined
to charge more on loans to customers in order to make up the interest rate differential they are losing on the
overnight? Does anyone understand how a negative rate economy works? I, for one, cannot imagine such a
world, just as I cannot imagine a world nonlocality, entanglement, and wave-particle duality. ***According to
Barclay’s Global Aggregate Negative Yielding Debt Index, there is currently $8.3tn of negative yielding debt out
there.
Quantum Entanglement
― High-yield bonds have
delivered better returns
than just about any fixedincome assets in 2018,
according to Bloomberg.
Accommodative
Fed
monetary
policy,
combined with a return
of the risk-on trade after
2012 has not hurt the
fundraising efforts of
American corporations
(nor foreign ones for that
matter). In addition, a
relatively new feature of
the debt landscape in recent years has been a shift in corporate borrowing from bank loans to bonds, largely
due to tighter banking regulations (capital and liquidity standards) and the memory of the 2008 crisis. According
to a recent McKinsey Global Institute report, nearly 20 percent of total global corporate debt is in the form of
bonds, nearly double the share from 2007, while noninvestment-grade bonds have almost quadrupled in size
over the same period. Most of the growth in corporate debt has come from developing economies, like China.
The report writes, “Both rapid growth in the level of corporate debt and exposure to exchange rate fluctuations
make corporate sectors in developing countries particularly vulnerable to economic shocks.” What are some of
the areas where you think we have seen the impact of extreme monetary easing, and where a return to the
atomic world where the laws of classical mechanics hold sway will result in a phase transition (I’m mixing my
metaphors here, but you follow me)?
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FROM MY CONVERSATION WITH GILLIAN TETT (EME’s, Corporate Bonds, Trade Wars, etc.):
Creditworthiness + Bond Financing + Rising Rates + Strong Dollar + Foreign Exchange Financing + Record Number
of Bonds Maturing in 5 yrs. = ?????
EME’s ― What is the significant of the source of that debt and the growth in emerging market corporate debt
(noninvestment-grade bonds have almost quadrupled in size in the past decade) denominated in foreign
currency (specifically dollars) in light of the ongoing rate tightening by central banks (again, primarily the Fed)?
Do we know how many of these companies that have taken out FOREX loans derive the vast majority of their
profits from domestic revenue sources?
Roll-over Risk to Corporates ― How important is the credit-worthiness and economic health of these borrowers
in light of the fact that a record amount of corporate bonds will come due in the next five years? Are financial
markets going to prove unwilling to refinance corporations, and will banks be unable/unwilling to make-up the
shortfall? Could you foresee a scenario in which Western governments would need to create liquidity facilities
for corporates? What if they deem them “strategically important?” (Discuss Netflix & Tesla)
Carry Trade ― How worrisome is the dollar carry trade in light of the corporate debt binge in emerging and
developing economies? Are we seeing this play out now in Turkey?
Flattening yields ― We’ve seen increased activity in the options and futures markets for treasuries that suggest
traders may be pricing in lower rates than the Fed has been hinting at for 2019. We have also seen an inversion
in yields for Eurodollar futures and a flattening of yields in the fed funds futures market. Also, the spread
between 10 and 2-year Treasuries is at its lowest level in more than 10 years, which is probably the most
meaningful measure out there. Last time this happened, Greenspan dubbed it a “conundrum.”
Trade wars ― Financial markets have shown a remarkable amount of indifference to political and geopolitical
events (surprise election of Trump, North Korean crisis, escalating trade tensions, etc.). What are the material
facts as they relate to the trade tensions between the US and its trade partners, particularly China? How can we
assess the likelihood of an adverse and meaningful impact of tariffs on the US economy going forward?
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FAANG’s ― You made special mention of Netflix (up 90% YTD) and Facebook (down 19% in one day) in a recent
newsletter, but also brought up Apple’s 15% rise, Google 20% gain, and Amazon’s 50% surge YTD.

Netflix ― Let’s start with Netflix and Facebook. Netflix has seen a much more rapid price rise, particularly since
the start of this year. However, it recently saw a big drop in its stock price (14%) on weak subscriber growth
numbers that fell short of analyst expectations. What are the company’s fundamentals (free cash flow)? How
much is it dependent on the good graces of the bond market for its financing?
Facebook ― Facebook saw a huge drop in its stock price recently (19% in one day – wiping out roughly $120
billion of shareholder value). This drop came after a disappointing earnings report in which the company warned
of a sharp slowdown in sales growth in coming quarters along with rising spending on security and privacy
enhancements. It also comes on the heels of increased scrutiny of the company by congress and what may be a
broader turn in sentiment around privacy (more concern over privacy) by the public. What do you think the
story is here? Are you more interested in Facebook as yet another, overvalued stock indicative of this “quantum
weirdness,” or do you think there is a bigger story here dealing with a possible shift in consumer sentiment away
from using the platforms for fear that their privacy has been overly compromised?
Buy-Backs ― According to a Goldman Sachs analysis,
corporate buybacks appear poised to reach the $1 trillion
mark this year. This is happening in the tenth year of a bull
market in stocks. How much of this is driven by corporate
greed and deteriorating business ethics, and how much of it
reflects the “quantum weirdness” we have been speaking
about? With the cost of capital so low and markets having
been conditioned to expect ever more asset price
appreciation, is this just the consequence of cash-rich
companies having nothing else to do with their money other
than buyback their own shares? ***Also, not a good sign for
long-term growth when that money is not being reinvested
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ELON & ERDOGAN
You write: “The common thread running through both Turkish President Recep Tayyip Erdogan’s and Tesla CEO
Elon Musk’s stories is the fact that each of them has hung their behavior around a tried and trusted framework
– that of the malevolent outside actor(s) who is (are) trying to cause problems for the country or the company...
and the man.”
Elon’s Tesla ― The story of Tesla
and Elon Musk is less a story and
more an EPIC. Like any epic, its
plot line is too long and its visuals
too grandiose to summarize.
Those who have not been
following
this
slow-motion,
intergalactic pile-up can’t hope to
grab the thread from this
conversation. Indeed, like the
quantum world, the world of Elon Musk just keeps getting weirder and weirder, the further down you go. When
did you first begin writing critically about Tesla? What raised your alarm bells, and when did you begin to shift
your focus from the company’s financials, squarely onto Elon himself? Are we witnessing the public meltdown
of a Fortune 500 CEO? What about all the It reminds me of what we have seen with actors like Lindsay Lohan,
Shia Labeouf, and Charlie Sheen. What do you think about this “groupie” or “fan club” phenomenon of people
openly seeming to worship Elon in the face of the most concerning types of statements, actions, and data? How
is this all going to end, do you think?
Erdogan’s Turkey ― Erdogan is another, fascinating
figure. He appears to be, by all measures, a full-blown
narcissist who also happens to be consolidating
political power in one of the most strategically
important countries on the entire Eurasian continent.
Under Erdogan’s watch as Prime Minister, the
country went from a current account surplus of
roughly 2% of GDP to a deficit as low as -9% based on
numbers provided by Bloomberg. Despite facing
some headwinds, Turkey’s real GPD has managed to
grow by more than 34% over the past 5 years
(roughly 6% per year), putting it only slightly behind
China and India. The concern is that this growth has
come via the courtesy of large capital inflows, which
are now at risk as the country’s currency has started
to signs that it may be nearing a free-fall. What can
you tell us about the situation in Turkey? What
choices does the country now face? Raise interest
rates? Enact capital controls? What are some
optimistic and pessimistic scenarios for how this
situation could resolve itself? Is the risk of EM
contagion overblown?
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Cryptocurrency ― I know you have mixed feelings about cryptocurrencies. My sense, from some of your
comments, is that you want to say that it is a Ponzi scheme, but only for the fact that some people who you
deeply respect are bullish on it. First, can you tell me how you understand this “thing” called crypto? What is it
that you think it is? What are you seeing that makes you bearish? What is it that you are seeing that makes you
hesitant to be bearish? We should ALL be skeptical…
Chinese Yuan ― You wrote in a recent newsletter
that, “China faces a variant of the ‘Impossible
Trinity’... If it loosens monetary policy in these
circumstances to shore up the economy, it risks
capital flight and further slide in the currency.” Tell
us what is happening right now in China, and let’s
have a conversation about the larger context of the
country’s economic, social, and political challenges.
Saudi Arabia ― You were recently in Saudi Arabia.
Tell me what you think is going on there and its
significance for Western economies. They recently
announced that they are putting what would have
been the biggest IPO in the history of humanity on
ice. the Crown Prince of Saudi Arabia, Mohammad bin Salman bin Abdulaziz Al Saud (MBS) has been very
aggressive in some of his economic and social reforms in the country. They have also publicly stated their
interest in diversifying their energy consumption away from fossil fuels, and were actually, recently involved in
one of Elon’s many blunders (it’s unclear whether their reported interest in Lucid Motors was legitimate, or just
an effort to weaken Tesla’s stock price as part of a larger positioning strategy for participation in private equity
deal.)
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