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Problems worth worrying about . . . consequences not worth worrying about. 
  

Outlook’s “eternal optimism” is more like “eternal skepticism about pessimism” as we explained a couple 
of days ago.  We investors are faced with a daily, year-round barrage of gloomy-to-downright-frightening 
headlines and expert analysis about an endless series of apparent crises.  They make a powerful 
impression on us—as they’re meant to do.  But we rarely look in the rearview mirror and ask ourselves, 
“Did that nightmare, back then, turn out to deserve all the anguish—not to mention the temporarily-
plunging markets?”  When we do look back and ask that question, the answers from history lean 
overwhelmingly in one direction: “Nope!  Not even close.” 
  
So we asked another question:  “All right . . . if we’re not (too) worried about the market’s current 
Nightmare, what problems are worth worrying about?”  
  
The answer amounted to:  “Too much silly overvaluation, too widespread.”  And our conclusion about 
today was, “There is plenty of silly overvaluation (which is a constant fact of life in the market), and it’s 
getting somewhat more widespread, slowly.  But a speculative “bubble” in growing handfuls of celebrity 
stocks does not make a speculative bubble out of the whole market.  The whole market is nowhere near 
that cliff-edge of nonsensical valuation.  
  
While we’re keeping an eye peeled, permanently, on the progress of the “silly overvaluation” handfuls of 
companies, let’s ask the next question.  
  

“Outlook’s clients own the polar opposite of “speculative bubble” stocks.  What happens to 
them, when and if the celebrity sillies jump off the cliff, trying to take the whole market along for the 

ride?” 
  

The honest answer to that kind of question is always, “We don’t know.”  We “know” to the point of 
certainty that good companies, valued cautiously, will always do well in the long run—but what they’ll do 
in the fairly short run (meaning a few weeks to a year or more) is something the word “certainty” doesn’t 
fit.  But we can look at history, which makes for pretty good guesses, most of the time. 

  
The Dotcom Bubble and Market Crash:  2000 – 2002 



 
  
Our daily business, at Outlook, means looking at a lot of charts and graphs.  Most aren’t too interesting, 
but now and then we do a double-take.  This is one of those.  Remember our picture of historical Cisco? 
  

Cisco on the Brink, February 2000:  222 times earnings. 



 
  

Cisco was emphatically one of those “20% of Stocks with the Highest P/E Ratio” in the market, in the top 
chart up there.  There were many like it.  When the Dotcom Bubble burst, Cisco fell from $80 to $12.  Yes 
. . . it definitely jumped among the first off the cliff, trying to take the rest of the market with it.  As we 
see in the bottom gray line up there, that “20% Valuation Silly” group lost 50% of its value, as a whole, 
through the 2000—2002 Bear Market.  
  
But the “blink and look again” line, up there, is the blue one on top:  the “20% of Stocks with the Lowest 
P/E Ratio” just before the cliff-dive.  Up 21% during that Bear Market, while the celebrity silly stocks were 
losing 50%.  And below we see one of those doubtfully valued companies:  Caterpillar, the polar opposite 
of a celebrity silly stock back then, just as it is today. 
  

Caterpillar Through the Dotcom Bust:  Stock Up 16%, Dividend Up 8% 



 
  

CAT’s jagged up-and-down stock price does reflect the general market’s condition of intense anxiety 
through the Dotcom Bust, doesn’t it?  But for some reason—which we’ll get to momentarily—that deeply 
frightened market, which spent those 2 years jumping up and down on the broken bodies of the “celebrity 
sillies,” could not succeed in doing the same thing to Caterpillar (and many others like it.)    

  
What lesson shall we draw?  Do we have an answer to our question:  “What happens to our polar-opposite 
companies when the celebrities jump off that cliff?” 
  
Here’s what happened to Caterpillar. 

After the Dotcom Brink:  Caterpillar Up 683%, CAT’s Dividend Up 534% . . . the Market Up 144% 



 
 
Why?  It’s not hard.  Caterpillar was (and is today) an exceptionally-strong company with a clear long-term 
path toward steady growth and very good cash rewards to shareholders.  And it was and is down there in 
the “polar opposite” camp, at the other end of the investment galaxy from Tesla, Netflix, Amazon, Shopify 
and the like:  celebrity stocks with celebrity, “priced for perfection” valuations.  Buying companies when 
they are priced for perfection is just about the single most dangerous thing investors can do.  (Speculators 
too, who after all are doing most of the buying.)  Buying and hanging on like bulldogs to companies with 
“Rock of Gibraltar” financial strength—regardless of how long or deeply the market has held them in 
contempt—is almost always the polar opposite in another way:  it is the single safest thing investors can 
do, even when the market and the investment world are having panic attacks. 
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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.  
 


