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Disparate headlines conceal a common theme
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A descent towards lawlessness
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https://www.noahpinion.blog/p/the-future-isnt-what-it-used-to-be
https://www.persuasion.community/p/how-a-republic-ends
https://www.ft.com/content/1171d623-3709-4f6e-8ded-a5df4ec57696
https://www.ft.com/content/d8267b9e-109b-4e00-9e82-159a9f5b7cdd
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https://www.economist.com/international/2026/04/07/when-emigration-helps-bad-rulers-survive
https://www.reuters.com/sustainability/climate-energy/why-does-elon-musk-want-put-ai-data-centers-space-2026-01-29/
https://www.ciodive.com/news/banks-struggle-scale-ai-legacy-tech-budgets/814873/
https://www.hbf.co.uk/news/urgent-government-action-needed-to-prevent-london-housing-delivery-collapse-warns-hbf/
https://www.forbes.com/sites/jennifercastenson/2026/04/01/federal-policies-cause-housing-chaos-today-and-into-the-future/


Agenda

It’s not just the fog of war

The drivers of lawlessness are structural

Implications for investors
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Short-term moves driven by war and whim
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Markets just wish it was all over



Amazing how well risk has stood up
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Consensus on growth and earnings has barely shifted



Three reasons for the resilient consensus (1)
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Markets still counting on rapid resolution



Three reasons for the resilient consensus (2)
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Economy has proved resilient to multiple prior shocks



Three reasons for the resilient consensus (3)
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Economy resilient in part because markets are resilient



Are investors becoming war-weary?
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Dip-buying is back – precisely the behaviour
lawlessness will eventually punish



The short term remains highly unpredictable
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But the medium-term forces pushing towards 

lawlessness seem long-lasting

Political Structural Technological
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The temptation is to see lawlessness as a purely political problem
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The demise of the international rules-based order



With similarly political domestic drivers
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The decline in democracy and shift towards autocracy



Some of this is indeed autocrats’ willingness to break laws
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But even non-populist democracies often show declines



It seems likely the drivers go deeper
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Voter disillusionment applies more broadly 



The obvious cause is diminishing trust, in governments especially
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Some of the frustration is declining growth



But it’s not just about growth
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There seems to be something more structural



Right-wing populists would love to blame immigration
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It’s not immigration



Left-wing populists would love to blame affordability
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Closer, but it’s not affordability either



What’s really suffered is perceptions of effectiveness
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Electorates are desperate for effective government



Ineffectiveness feeds instability – and vice versa
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Too often the West is marked by instability and paralysis



Why is this happening? (1)
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Governments are legislating more but achieving less

For a more detailed description of US dynamics, see Why nothing works, M. Dunkelman (2024).



Why is this happening? (2)
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Almost everywhere is becoming more polarized



This has led to executives trying to break the system
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But the system (and sometimes voters) fight back



Two routes, same destination
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Polarization + dysfunction lead, rule of law erosion follows

Increasing 
polarization

Rule of law 
erosion

Political 
instability

Legislative 
gridlock

Executive 
overreach

Democratic dysfunction

Strongman 
elected

Institutional 
capture

Dissent 
suppressed

Authoritarian consolidation
Source: Satori Insights.
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Scale and deepening have required a different trust model
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We seem to be approaching its limits



Trade usually follows trust – and trust is reversing
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Prosperity rises (and falls) with the radius of trust



AI could in principle help us break out of this doom loop
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You can sue or regulate the companies ex ante, but you can’t 
punish the models ex post

But AI is itself pushing the boundaries of extra-legality

Left Centre Right

Left Centre Right

AI chatbot conversations 
tend to centre

Social media conversations 
tend to extremes

General population

General population

AI is naturally depolarizing
Political slant scoring of sampled conversations

Source: FT analysis of Co-operative Election Study, John Burn-Murdoch, Satori Insights.

https://www.ft.com/content/3880176e-d3ac-4311-9052-fdfeaed56a0e?syn-25a6b1a6=1


All these circular loops make markets the main regulator
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But there are times when politics simply dominates



Dalio is again an excellent guide
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Debt, polarization, inequality and declining great power: 
the four warning signs



China looking ever more like a bastion of stability
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(Not that you’d trust them either, mind!)



Lawlessness simply means more gap risk – in both directions
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Amid lawlessness, connections deliver
windfalls and wipeouts – overnight



“Safer” investments are ironically often particularly at risk

34

The very contracts designed to provide investor protection 
are at greater risk of abuse



If bonds are most at risk, govies deserve a special mention
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Short ends attractive; long ends not



Investors’ shift to alternatives mirrors voters’ shift towards strongmen
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Initial enthusiasm giving way to disappointment



An uncertain world means investors ought to be craving convexity
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Lawlessness erodes the fixed income floor faster 
than it collapses the equity ceiling



The obvious source of convexity remains options
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Equity upside is cheap but downside isn’t



Given current options pricing, gold is a significant exception
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Conversely in gold, better to hold the underlying



Conclusion

40

Short term driven 
by war and whim

But slide towards 
lawlessness is structural

Stop assuming 
continuity

The very lawlessness we want to forget
is ultimately what will most affect prices
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