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800 points . . . to be frightened, or not. 
  

“Market Dives 800 Points!”  “Global Economic Slowdown or Recession!”  “Inverted Yield Curve Spells 
Doom!” 

  
Those headlines captured the mood, today.  One of the wisest remarks of all time about the market, 
possibly from Warren Buffett or his friend Charlie Munger, was:  “The market will constantly try to frighten 
you out of good positions.”  We’d only add, “With plenty of help from the media, of course.”  Still, 800 
points is startling enough to worry anyone, so let’s begin with the obvious question:  “What should we do 
about it?” 
  
The answer is “Nothing,” as usual—or perhaps, “Nothing except buy more of whatever company’s stock 
has been pounded down to the silliest levels, in the midst of the general silliness.”  A good thing to remind 
ourselves, when the market is in one of its more determined “frighten us out of our positions” moments, 
is that great investing means exactly 2 things:  
  

1. Owning very strong operating businesses with clear long-term growth paths; 
  

2. Owning such companies when the market is giving them frightened, doubtful valuations, 
because it’s focused (as always) on what might happen this month, quarter or year.  

  
Theresa just looked “Inside” Royal Dutch Shell; and we made some more general remarks about it last 
week.  But it deserves one more nod, because of the way CEO Ben van Beurden just explained the “Global 
Economic Slowdown!” from Shell’s point of view. 
  

“I think yes, it's incredibly hard to predict a recession. And although it's not particularly hard to 
predict the beginning of a recession in petrochemicals, what tends to happen is a massive 
destocking of the entire supply chain, and that is what is happening.  So essentially in our 
Chemicals business we’re seeing almost “buying holidays” where a lot of customers, whole 
segments, whole value chains basically run down their inventories and wait to see what 
happens.  They do this partly because of the uncertainty that the downturn brings, but partly 
also because it is sort of good buying practice if you put a lot of pressure on prices, and then 
resume buying at cheaper prices. 

“If things play out as they tend to do, you have a bit of a U-type recovery (because of that 
behavior.)  So at some point in time, the entire value chain is empty. People will have to buy, 
and then you get a bit of a sort of fast uptick in recovery. How long that takes, I will not hazard a 
guess. I'm afraid that depends on so many factors, some of which are actually geopolitical, as 
you well know. 

“An interesting point to note though is that if you look at our Global Commercial and Retail 
business (gas stations, mainly) that's actually quite strong.  And quite often, of course, what we 
do see, if there is a massive economic problem going on with transportation also being affected, 
we see significant drops in our sort of commercial fuels, in lubricants, everything else.  We're 
not seeing that at the moment. 



“So I think at this point in time, it is maybe not as sort of complex and wide and challenging as 
we had 10 years ago. Again, I'm not predicting anything here, but that's the view we have.  So in 
a way, again, I must say, having run Chemicals myself, I'm not surprised that it’s going the way it 
is right now, but I'm also, therefore, not spooked by it.” 

“But I’m also not spooked by it.”  Mr. van Beurden is running a company in which Outlook and clients have 
a significant ownership position . . . and we aim to keep it.  He is doing an extraordinarily good job of 
running his company, in an oil market which has given investors plenty of headaches since 2014.  One of 
Theresa’s charts tells that story so powerfully it’s worth another look: 
  

 
  

Those red “circles within circles” are a wonderful antidote to the kind of fear the markets and media think 
we ought to be feeling today.  From the 5-year period 2011 – 2015, when oil prices were generally sky-
high at $97/barrel; to the near-future 5-year period 2021 – 2025, when Shell conservatively assumes only 
$60/barrel, Shell will increase its cash rewards to investors by 150%.  That $125 billion cash-payout 
number is one-half of the value of the whole company, today.  Finally, that whole company trades at only 
9 times earnings (yes, nine) and a 6.6% dividend yield, after this kind of treatment by the market: 
  



 
  
Virtually every company and stock which took their 800-point hammerings, today, can tell a story which 
might not be quite as impressive as Shell’s, but is in the same neighborhood.  This market would like us to 
believe that “Trade War!” means “Global Economic Meltdown—Who Knows Where It Will End?”  But 
almost every one of Outlook’s core stocks (and many others) were already valued as if “Global Economic 
Meltdown!” was around the corner before the market’s own August meltdown.  Excellent values, in the 
first half of this month, have become ridiculously-good values . . . but only to investors who refuse to be 
frightened out of their positions. 
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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.  
  
 


