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Bezzle: to waste; to plunder 
When Alan Greenspan was the Fed Chair, I learnt a new word: Fedspeak. Loosely 
defined, it encapsulated his ability to be as clear as mud in his pronouncements. He 
had a tendency to “make wordy statements with little substance” to obscure the 
true meaning of the Fed’s intent. That way he could reduce anticipatory action by 
market participants. In one of his many appearances before Congress, he once said, 
"Since I've become a central banker, I've learned to mumble with great incoherence," 
On another occasion, Greenspan was quite happy to acknowledge his fondness 
for convoluted prose: famously, he replied to a US senator who claimed to have 
understood him that "in that case, I must have misspoken".

His era created a new job profile. An economist who is good at parsing not just 
every word, phrase or paragraph, but even Greenspan’s sartorial choices and the 
manner in which he carried his brief case. The current Fed Chair, Mr. Powell might 
not be in the same class when it comes to obfuscation, but he is close. Last week, 
market participants have delved into his Jackson Hole speech wondering if or when 
or will he ever ‘taper’. In a world anxious over job creation, some say this job of 
figuring out meaning in Fedspeak will not be automated. I am less certain – surely, 
some smart young kid is currently developing an algorithm that could find patterns 
and spit out recommendations on whether the Fed will taper or not?

Meanwhile, I struggle to decide where to place The President of China, Mr. Xi Jinping 
in the pantheon of word benders. ‘Xi Jinping Thought’ has been around for a while. 
His pronouncements cover all aspects of Chinese society. He wants to remake and 
re-engineer the way you live, work and play in China. He has peppered his speeches 
with his concerns on all kinds of social and economic activities. Yet, over the past 
eight years, never did I meet a single person from China whose business card read – 
“Decipherer of Xi Jinping Thought’. This year, it is the one bright patch in the careers 
of China’s multitude of economists and strategists. Rarely has a week gone by 
without my inbox being inundated with new waterfall charts explaining the reams of 
transcripts from Xi’s speeches - all to help people like me understand what Xi actually 
means. This being China, there is extreme uniformity in that output. It makes me 
wonder if there is a coordinated text-feeder from the propaganda department that 
leads to different mouths. The message is clear – “common prosperity” for all. That 
message is specific and clear, but in practice, what that means is now up to the 
legions of bureaucrats to implement. Therein lies the rub. If there is one way to rise 
up the ranks of bureaucracy, overzealous interpretation and implementation of ‘Xi’s 
Thoughts’ will be the norm. For markets in general, this remains a cause of concern 
since the timing of pronouncements is random and all encompassing. 

The regulatory clampdown has spread across industries. In my view, anything 
that is “addictive” is under the scanner. Games, after-school education, celebrity 
culture, but also, data hoarding and abuse thereof, and sensitivity to national 
security. Next comes the discussion about regulating two sectors (other than after 
school education) which impose high living costs for average citizens - housing and 
healthcare. China is neither unique in trying to tackle these challenges nor are 
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 ¾ The regulatory clampdown 
in China has spread across 
industries and in my view, 
anything that is ‘addictive’ is 
now under the scanner.

 ¾ Next on the agenda is the 
discussion about regulating 
two sectors (other than 
after-school education) 
which impose high living 
costs for average citizens - 
housing and healthcare.

 ¾ Although some caution is 
warranted, many Chinese 
stocks have retraced back 
to reasonable valuations 
and most of the risks are 
somewhat priced in.
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policymakers in China unique in underestimating the unintended 
consequences of their actions. The crackdown on education might 
be well meaning but it has no doubt created anxiety for parents. 
If the tools used to grade kids and the metrics for employment 
do not change, will a ban on tutoring solve problems? Similarly, 
housing is the big dragon in the room. Over the past two decades, 
rising prosperity aided by almost uninterrupted growth has led 
to a substantial increase in property prices. However, property is 
not an island. In China, local governments rely on land sales for 
the bulk of their revenues. Property developers have amassed a 
huge inventory of land and financed it with gigantic debt - China 
Evergrande reportedly has outstanding liabilities of US$300bn on 
stated equity of US$50bn. It’s offshore US dollar denominated 
bonds maturing in 2025 trade at a 54% yield-to-maturity for those 
that are brave enough.

If the authorities do start to clamp down on property, it could 
take several forms - either introducing or raising property taxes, 
perhaps taxing capital gains, outright control of prices and rent or 
perhaps forcing developers to build more low cost housing. It is 
a delicate balance of ensuring prices do not fall too much, nor is 
there a loss of confidence by buyers/investors. The ramifications 
of a policy error will be felt down the chain. Highly indebted 
developers, construction materials businesses (steel/cement/
paint), discretionary sectors (furniture/electricals), and a general 
knock on wealth effect. I would keenly watch retail sales, property 
sales and credit growth over the next 3-6 months to decipher what 
impact this could have. GDP growth is slowing already, but if the 
policy initiatives on property turn out to be too tight, that could 
exacerbate a slowdown.

Property clampdown?  

Source: PBOC; Nomura Research.

Of course, the PBOC, which in the past 12 months has acted 
with greater restraint than the Federal Reserve, will be on guard. 
In a financialised world of protecting asset markets, central 
banks could/will be forced to loosen policy and drive up liquidity 
to support asset prices – in this case property. In effect, the 
unintended consequences could start with slower GDP growth, 
which may lead to nervousness surrounding a deeper recession, 
which would mean looser monetary policy, higher property prices 
and even more debt in the system. 

More debt in the system? 

Source: NBS; PBOC; Macquarie Research (E).

John Kenneth Galbraith was a liberal and believed governments 
had a big role to play in economies. He also coined the word 
bezzle. “Alone among the various forms of larceny, bezzle has a 
time parameter. Weeks, months or years may elapse between 
the commission of the crime and its discovery. (This is a period, 
incidentally, when the embezzler has his gain and the man, who has 
been embezzled, oddly enough, feels no loss. There is a net increase 
in psychic wealth.) At any given time there exists an inventory of 
undiscovered embezzlement in—or more precisely not in—the 
country’s businesses and banks.”

Charlie Munger expounded upon the concept. Yet the best 
exponent of it in my view remains Hyman Minsky. For a succinct 
etymological and analytical dissection, I encourage you to read this 
blog by Michael Pettis. 

We have been fortunate with our portfolio positioning. My 
conviction in owning quality stocks in India have borne fruit. Well-
managed businesses with abilities to adapt to disruptions, aided by 
benign liquidity have delivered for us. At the same time, in July and 
August, I took advantage of the panic selling in China. I added to 
our holdings, especially the internet-related names. My comments 
above display caution about China due to macroeconomic 
uncertainties. However, many stocks have retraced back to 
reasonable valuations and many of the risks are somewhat priced 
in. No one knows for sure what will happen, but in my view, it is 
times like these when you must listen to a great leader from China. 
Deng Xiaoping once said “cross the river by feeling the stones”.
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JOHCM Asia Ex Japan Fund 
5 year discrete performance (%)

Past performance is no guarantee of future performance. 

Source: JOHCM/MSCI Barra/Bloomberg, NAV of Share Class A in USD, net income reinvested, net of fees as at 31 August 2021. The A USD 
Class was launched on 30 September 2011. Benchmark: MSCI AC Asia ex Japan NR (12pm adjusted). Performance of other share classes 
may vary and is available on request.
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