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Maria Bartiromo, Host: Forget all the talk about China eating our 
lunch. Have you checked the stock market in China lately? It's at lows 
not seen since March of 2009. Two key economic reports show China's 
manufacturing sector shrinking at the fastest pace since the global 
financial crisis. 
 
Bill Griffeth, Host: As we bring this conversation home, we're 
wondering whether China’s slowdown is good or bad for U.S. markets 
and corporations. Global corporate strategist Robert Kuhn says this will 
hurt the U.S. While Ann Lee, of the think tank DEMOS, says it will 
benefit our economy.   
 
Thank you both for joining us today.  Robert, make the case. How does 
the China slowdown hurt the U.S. market? 
 
Robert Kuhn: China and the U.S. co-vary together, of course. As 
China prospers, America will prosper, and vice versa. That doesn't mean 
that’s the case in individual sectors, but overall, the American standard 
of living has been raised by cheap Chinese imports at quality levels that 
no other country can match. That's why we have a severe trade 
imbalance. America has enjoyed that high standard of living.  
 
But China's slowdown, it's important to recognize, is a part of a 
restructuring that's needed in China. So the slowdown, overall, is not 
bad in the long term. It has to happen because of the structural problems 
of over-investment in China, overreliance on trade; imbalances between 
rich and poor, urban and rural; and a microstructure in which China has 
to readjust its corporate business model to generate higher gross 
margins through innovation or branding in order to pay workers higher 
salaries. So there is a lot going on. 
 
Maria Bartiromo, Host: China has been the engine of economic 
growth for the world, so a slowdown there actually has ramifications all 
around the world.  
 
Ann, you have an interesting point. You say China's slowdown is great 
for the United States because it actually allows the U.S. to manufacture 
products, take more of the manufacturing from China.  Do you think 
that's really going to happen? 
 
Ann Lee: Well, absolutely, because China's labor wages have been 
growing at double digits for the last few years and its middle class is 
growing rapidly. It's going to make manufacturing in the U.S. more 
competitive, and that's what Americans want – to have manufacturing 
come back to the U.S.  And, with China's growing middle class, their 
consumption is growing at double digits and their service sector is 



	  
	  

	  
	  

	  
	  

	  
	  

	  
	  

	  
	  

	  

growing at double digits. And I would like to say that, while the 
manufacturing slowdown is true, that's not reflective of the developed 
economies in Europe and the U.S. The service sector is more reflective 
of China's local economies and the service PMI has been registering at 
56 this past month, in August, and 55 in July. So, it's growing 
consistently, expanding.   
 
Robert Kuhn: Manufacturing jobs are not coming back to the U.S. 
 
Bill Griffeth, Host: That's what I was going to ask you. That would 
suggest the slowdown is a longer term prospect. So, Robert, let me ask 
you, this slowdown we're seeing in China, is it cyclical, short-term? Is it 
more secular, a longer term slowdown? 
 
Robert Kuhn: We're probably seeing some relationship to what's 
happening in Europe and the U.S., but longer term, slowdown is 
absolutely essential for the restructuring of the economy. It has to move 
away from investment. It has to move towards consumption.   
 
Ann is right, the service sector needs to grow, and is growing, and that’s 
all good. The more China prospers, the more the U.S. prospers. But to 
say manufacturing jobs in general are going to come back to the U.S. is 
just not correct – it’s not going to happen.  If Chinese costs rise 
significantly, most of the production of products now made in China 
would go to go other places, like Southeast Asia, Africa, or other areas. 
They aren't coming back to the U.S. We all have to recognize there's a 
dramatic restructuring in the world and everybody’s participating in it. 
 
Maria Bartiromo, Host: So I’m just trying to understand, Ann, how 
you see a China slowdown as a great thing for the U.S. We know the 
competitive situation always leans towards China because they've got 
much lower costs there. So companies are going to send workers to 
China and going to manufacture in China. What's great about China 
slowing down for the U.S.? 
 
Ann Lee: Well, I would agree with Robert that, yes, there's a structural 
rebalancing going on. But this rebalancing is great because this enables 
China's middle class to grow and create a giant service sector, which 
can generate continued higher wages. That allows the private sectors in 
the developed economies to sell to China's middle class and not just 
depend on America's middle class. This way it gives a new engine of 
growth for nations around the world. And, this is not priced into the 
markets. The markets have priced in the fact that China is slowing 
down, but hasn't quite priced in the fact that China's service sector is on 
a rampage right now. 
 
Maria Bartiromo, Host: Services sector, important point to make. 
Thank you so much. Good conversation. We appreciate it and we will 
keep watching. 

 


