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Judgment and nerve:  a different lesson from Micron. 
  

Micron:  5 Years 

 
  

We’ve talked a lot about Micron, partly because it’s fun to talk about anything when it’s up 100% in a 
year.  This week was no exception, as Micron’s quarterly earnings report was a blockbuster, with sales of 
its flagship memory chips up 20% in volume and 50% in selling price.  This time, though, let’s set aside the 
details of that report and instead ponder a more important lesson we can take from Micron, and the 
market’s treatment of it.  
  
Warren Buffett’s colleague, Charlie Munger, once said something along the lines of:  “There are a lot of 
very smart people on Wall Street.  But there are very few who also have nerve.  In the investment 
business, it takes both of those, together, to consistently do well.”  Mr. Munger meant the nerve needed 
to hold and buy more of something while the market is trashing it; and the nerve needed to back up a 
sound judgment about a good stock by taking a decisive position in that stock, rather than what we might 
call the “token positions” which are overwhelmingly favored by professional money managers.  
  
It's pretty easy to see, in that chart, when the first kind of nerve was required of Micron investors:  from 
beginning to end of the awful plunge from $35 to $9 per share in 2015 and early 2016.  And here’s the 
funny thing.  If we had asked any collection of those “very smart” people on the Street, in the midst of 
that terrible plunge, whether their reason and experience told them that global memory prices would 
eventually recover strongly, as would Micron, Outlook is willing to bet the answers would have been “Of 
course!”  But if we’d then asked, “So, are you buying?” Outlook is also willing to bet we’d only have heard 
the proverbial chirping of crickets.  
  
Why? 
  



Well, setting aside the pure speculators among our collection of the “very smart,” whose answer would 
have been something like “Dude, we don’t care about next year,” the reason investors sold instead of 
buying, during the plunge, is “nerve, lack of.”  And though this sounds like a sneer, it is not meant that 
way—not to the slightest degree.  The stock market’s nature is to go to silly extremes.  It’s driven there 
by those speculating dudes who have so much money to fling around, as a group, that the real facts-on-
the-ground about a company, and the effects they ought to have on people using their intelligence, 
judgment and experience, can be completely swamped by a market which gladly treats merely “bad news” 
as “fatal news”—as long as there’s money to be made that way, today.  And no matter how much 
experience we might have, when we own something in the act of losing 75% of its value, fast, we are 
afraid . . . and we are inclined to doubt our judgment, even when that judgment is rock solid. 
  
Outlook’s clients will remember enduring part of that 75% plunge in 2015 – 2016, and watching Outlook 
buy more shares along the way.  Hence the next question:  “What happens next?  Will there be another 
frightful plunge?  Will we have sold in time?” 
  
Let us begin to answer those questions by listening to Sanjay Mehrotra, Micron’s CEO: 
  

“When you look at autonomous vehicles, they are projected to have about 40 gigabyte of DRAM 
memory content in them. And when you think about it that is very similar to the average 
capacity that are associated with servers in the server workstations, right. So these cars will be 
really very powerful computers in the future and they are not only going to be driving 
tremendous amount of DRAM content usage, but they will also drive NAND flash usage. 

They will be generating and using data to make millions of real time split second decisions to 
make sure that the passengers in the autonomous vehicles can be transported effortlessly and 
safely to their destination. There will be sensors from sonar to cameras that will be generating 
billions of signals and all of that data will have to be processed and accessed in order to make 
fast decisions. 

So you are absolutely right to note that this is really a secular trend here in front of us in terms of 
driving continued usage of memory and storage. Earlier we talked about how cloud and data 
center applications are growing faster than the rest of the industry.  Autonomous vehicles will be 
another big driver in the future.” 

Micron is rolling in money, at the moment.  Mr. Mehrotra is using that money not to eliminate the next 
downswing in memory chip prices (and Micron’s stock price), because that is beyond him; but to ensure 
that his company will make even more money in the following upswing, and the one after that, and after 
that.  So he is cutting debt, building up cash, and preaching “execution and speed” to Micron’s people—
especially when it comes to the very difficult factory work needed for each advance in memory 
technology.  His judgment tells him—and us—that despite the price cycles, memory demand must rise 
strongly, over time—and if Micron uses the rich years wisely it will come to a fairly astonishing place, 5 or 
6 or 7 years from now.  
  
We commented recently that very few investors earned the entire 500% gain in Micron shares, over the 
past 10 years.  The ride along the way was just too frightening.  It will be frightening again, despite the 
current fun.  But Outlook will bet a great deal that when we look back, 5 to 7 years from now, we will once 



again say to ourselves, “Our judgment was always right.  Our shaky nerves were always wrong.  What an 
amazing amount of money we’ve made.” 
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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. 
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