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The Never-Ending Question:  “Who is right:  the market, or us?” 
  

Investing well always means tolerating a rough ride.  During the ride’s sickening plunges, there is a Never-
Ending Question we must ask ourselves.  It is:  “Who is right:  the market, or us?”  It’s a question which 
needs to be asked, and answered, especially often for investors like Outlook Capital Management—who 
think the single most important thing to do is buy good companies when the market hates them.  The 
question isn’t the least bit fuzzy.  The answer will not be vague or ambiguous.  When the market’s opinion 
about a company sharply differs from ours, one of us will turn out to dead right; and the other dead 
wrong.  It’s kind of refreshing, in a grim sort of way. 
  
A few decades ago came a time when the professors decided to figure out how the market worked, and 
explain it to the common folk.  “Efficient Market Theory” was born (EMH).  Outlook’s plain-speaking 
summary of EMH is:  “The market always knows best, being a vast crowd of people collecting and distilling 
all known facts; and individual stock-pickers always know less—hence will always eventually do worse 
than the market as a whole.”  If that sounds like a giant green light for the index-fund business . . . it was.  If 
it also sounds like an idea so out of touch with reality and common sense that only professors could 
believe it . . . it also was.  Nowhere except on a university campus would we find people willing to believe 
a theory that individual wisdom is inferior to the opinions of the crowd, about the market or anything 
else. 
  
This week (this year, in fact) has given us an unusual number of “test cases” to ponder, as we ask that age-
old question:  “Who is right? The market, or us?”  Let’s look. 

  
The market opinion on marijuana 

 
  



There’s Tilray, a Canadian marijuana-grower which went public in June, with the game plan of capitalizing 
on the legalization of cannabis.  Up 800% in 3 months, before fading a bit to only 450% lately.  Sales are 
around $50 million, and might even hit $500 million in 3 years.  Profits, of course, are something 
else.  They don’t exist, and nobody including Tilray expects them to exist for a good while.  No matter:  the 
market has judged that Tilray, as an operating company, deserves the kind of valuation which would 
usually be attached to a $6.5 billion company (in sales), if that company was also doing extremely well.  

  
Tesla:  7 years or so 

 
  

Tesla:  staggering losses; staggering debt; frighteningly thin liquidity and cash flow; a gang of really 
powerful competitors . . . up 1200% in 7 years.  Let’s say no more, for the moment. 
  

Bitcoin 



 
Ah yes . . . Bitcoin.  Not an operating company; but a thing—an electronic “commodity” perhaps—which 
for a golden 6 months, last year, the market judged should be valued not at $50, or $500, but $20,000 or 
so.  It’s a bit lower than that, today.  That $20,000 market opinion was based on a possibility:  that the 
world would drop the system of money used for the past few thousand years and flock to Bitcoin, of which 
there was a limited supply.  Let’s say no more, for the moment; but look instead at some pictures from 
the skeptical end of the market’s opinion. 
  

Micron, 5 Years:  Stock Price and Earnings 

 
  
It would be hard to think of anything the market regards more dubiously than Micron.  Since 2016, 
rocketing earnings and financial strength side by side with a stock which is best described as “up, but often 
terrified.”  



  
Texas Instruments, 9 Years:  520% dividend growth, 366% stock gain 

 
  
Texas Instruments announced yet another dividend hike today:  24%.  At today’s stock price, its dividend 
yield is 2.8% and its price/earnings ratio is 17.  That’s not Micron’s “up, but terrified” treatment by the 
market.  Instead, we might call it “grudging respect,” with an emphasis on the “grudging.”  
  
Let’s close with two looks at Apple. 

Apple, 4 years from 2012 to 2016:  down 7%. 



 
  

Apple, adding the past 2 years:  up 218%. 

 
  

Let’s return to that Never-Ending Question: “ Who is right:  the market, or us?” 
  
Was the market’s opinion on Bitcoin right, at $20,000?  Did Bitcoin plunge to $6000 because the vast 
market crowd acquired brand-new facts . . . or because the market’s opinion was always simply silly, as 



plenty of individuals knew perfectly well.  Is the market’s opinion that Tilray ought to be valued like a 
company 130 times bigger (and infinitely healthier) a good judgment, or a ridiculous one?  For Tesla to 
justify the market’s admiring value, it must somehow dodge every deadly risk it faces today, and keep it 
up for another 10 years or so, while finding a way to close today’s yawning gap between how well it 
operates its business and how well its giant, experienced competitors operate theirs.  That’s what the 
world “possible” means, applied to Tesla . . . but there’s a difference between the possibility that it’ll rain 
tomorrow, and the possibility that we’ll have an earthquake in Chicago.  
  
Is the market right on Micron, as it refuses to assign the stock a valuation reflecting anything the company 
or the memory industry has accomplished, these past few years?  Has it been right about Texas 
Instruments, grudgingly nudging the stock up these past 9 years as it’s waited, year after year, for TXN to 
prove, again and again, just how strong and dominant the company has become.  520% dividend growth 
might strike us as pretty good proof—but in the market’s superior judgment, it only means Texas 
Instruments gets a cautious, below-average valuation.  
  
But let us really make the point with Apple:  a company we pay attention to, but don’t own.  The top Apple 
chart, up there, covers the company’s 4-year slog through the market’s wasteland.  During those years 
the company was operating wonderfully—but the market just refused to value it that way.  Instead, it got 
about the same valuation as a car company, or an electric utility:  firms the market thinks of as stagnant 
zombies, more or less, unable to create outstanding business results.  Of course, Apple was creating 
outstanding results, but the market had latched on to the opinion that sooner or later cell phones would 
become commodities without much difference in quality—and then Apple’s profit margins would 
collapse.  For 4 years it seemed nothing could change this opinion . . . until it did change.  It changed only 
grudgingly, like Texas Instruments—but also like Texas Instruments, Apple’s business did so well, for so 
long, that finally the market had to alter its opinion.  
  
Who is right:  the market, or us?  At Outlook, we’ll vote for “us.”  We’ll say it more plainly.  The market is 
wrong so often, and so spectacularly, that it’s fairly mind-boggling to witness the degree of respect 
awarded the market’s “opinions” by a very large crowd of eminent people—and journalists, 
naturally.  We’ll never change their minds.  We will make a great deal of money by trusting our judgment 
instead of theirs. 
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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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