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“Mighty China?”  No . . . “Mighty Micron.” 
  

“Tsinghua Unigroup Seeks Bankruptcy!”  
  
That was a minor headline last week, buried on the inside pages.  But there is a story worth telling 
here:  not just for Outlook and clients—who own a great deal of Micron Technology—but for all of us 
investors who wonder what to make of each day’s frightening headlines.  Let’s begin with 2 pictures.  The 
first picture is the shell of a gargantuan Tsinghua Unigroup memory-chip factory, taken some time in 
2017.  The second is Micron stock, with a red circle around the same part of 2017. 
  

 
  



 
  

Inside that 2017 circle Micron was trying to climb out of its latest cyclical plunge:  about 17 months from 
December, 2014 to May, 2016.  The company’s message was:  “We’re stronger than ever in our history; 
and we see good things ahead for a long time.”  The market’s reaction was, mainly:  “Oh yeah?  We’ll 
believe it when we see it,” accompanied by long lists of future problems for Micron and the memory-chip 
industry.  Those problems mostly revolved around the endless price cycle for memory chips:  which for 
decades allowed Micron to make a little money when chip prices topped out; but threatened the company 
with ruin when chip prices plunged.  
  
The market’s speculating crowd never lets go of such “old nightmares,” always betting they’re lurking just 
around the corner; but it also seizes on anything which looks like a “new nightmare.” That was the picture 
on top.  “Mighty China” was promising to bury the world’s chipmaking companies—especially its memory 
makers—as it poured unthinkable trillions of government yen into achieving global dominance, and self-
sufficiency in chips.  In 2017 a regular media feature was satellite photos of such chip factories under 
construction, somewhere in China:  factories which made the biggest plant Micron had to offer look like 
a Little League field next to Yankee Stadium.  The message—the Nightmare, that is—was crystal clear: 
“Micron may be stronger than before, but pretty soon China will be canceling its orders for Micron chips, 
and shoving the company aside to seize Micron’s own chip customers, flooding the global chip market 
along the way, and cratering chip prices.  Yup:  curtains for Micron.” 
  
When asked about this Lurking Doom, Micron’s boss always had the same answer, spoken carefully and 
diplomatically: “We never underestimate any competitor, and certainly not China.  But we’ve found, 
through all our decades, that the know-how needed to lead the world in memory-chip design and 
production is very, very tough to come by.  You can’t just throw money at it and win.  You’re more likely 
to throw money at it, and lose it.”    
  



This answer got little respect on Wall Street, where the speculating mob lives.  To the right of the red 
circle—as Micron clawed its way through 2018, 2019 and 2020—a dramatic surge in profits and cash flow 
gave way to 2 more plunges in memory prices and Micron earnings, as we can see.  But a funny thing was 
happening during those plunges:  Micron’s cyclical bottoms were staying far above its prior bottoms, both 
in earnings and stock price . . . and its 2018 “top” almost doubled its 2014 top.  Then along came its 2021 
top at $96, back in April—a good 50% above that 2018 mark.  
  
Micron’s people had been aiming for that goal since 2012 or so.  “We can’t control the memory price 
cycle, but we can make ourselves much more profitable at the tops and bottoms of that cycle—hence 
much more valuable to our investors.”  And that is exactly what this company has done, improving steadily 
year after year through the ups and downs . . . while the near-sighted crowd on the Street peered fixedly 
at pictures of China’s gargantuan new memory factory, and the like.  And now it’s “Tsinghua Unigroup 
Seeks Bankruptcy” (having defaulted on a whole series of bond payments.)  
  
Coming out of China, nothing at all can be taken at face value:  from headlines about robust economic 
growth to headlines about bankruptcy.  Just as in the old Soviet Union, headlines in the press are often 
signals from “The Boss” in Beijing to whomever The Boss wants to threaten, punish, shame or destroy—
rather than American-type signals that Tsinghua’s factories will be up for auction soon, to pay off the 
firms’ lenders.  But we can suppose one broad thing:  whoever may be buying China’s home-grown 
memory chips, they’re not buying anywhere near enough of them; and they’re not buying anything like 
the mountains of chips China’s exalted government planners thought they’d be buying by this time.  
  
At Outlook we suspect that the more the world discovers about “Mighty China” in the years ahead, the 
more we’ll find that Big Government is no better at running a highly-complicated, competitive business in 
China than anywhere else.  The investment world, though, is going to be handed round after round of 
proof that “Mighty Micron” is very good indeed at running a highly-complicated, competitive business.  As 
Micron makes that point, its $96 share price, a couple of months ago, will not stand alone all that much 
longer. 
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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.  
 


