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A choice:  nuclear war nerves . . . or Caterpillar, fighting its way out of the Year from Hell. 
  

Nuclear war appears to be troubling the market today.  It tried fear on for size, as it periodically does, 
wondering how fast it might infect the whole of the investing world.  Even Lockheed Martin, our trusty 
arms dealer, felt a little pain, though its 0.73% loss was a trifle next to the 1% to 3% stumbles at many 
sound companies.  
  
It would be nice to know if the stumbles will turn into broken toes tomorrow, or be forgotten.  It will be 
one or the other, and the market crowd being what it is, there are surely a great many people who will 
burn the midnight oil tonight, wondering how everyone else is actually feeling about things, and what to 
do about it.  Instead of joining them, let us back up a few steps and see the bigger picture, using Caterpillar 
as our lens. 
  

 
  

Let’s only glance at the first line, Sales and Revenues; and the fourth line, Adjusted Profit Per Share.  Line 
1 reminds us that only 3 months ago, CAT’s best guess at 2017’s total sales was 39.5 billion dollars:  a 3% 
increase.  Since 2016 was a year which Caterpillar’s people surely describe—over the water cooler—
as the “Year from Hell,” that measly 3% gain in sales meant the company expected to spend 2017 down 
where the fire is hot, as well.  And Line 4 showed a 10% profit gain from 2016’s $3.42 (a very amazing 
story of its own, but not now.)  
  
Three months later, there have been some startling changes:  startling to CAT’s own people on the inside, 
hence even more so for us outsiders.  Now, with less than half the year left to go, Caterpillar expects $43 
billion in sales (up 12% from the “Year from Hell,”) . . . and $5.00 in profit per share (up 46% from the Hot 
Year.)  Why?  Here’s a little more detail. 
  



 
  

Those are CAT’s 3 main lines of business:  heavy equipment and big vehicles for construction, mining and 
oil-and-gas.  Those 2017 sales growth estimates up there are all sharply higher than what CAT’s people 
thought conceivable, 3 short months ago.  And for the mining and energy lines, where “Year from Hell” 
hardly does justice to the experience, it’s extremely important for us Caterpillar owners to grasp that 
those 2017 sales gains are the “beginning of the beginning,” no more.  
  
Yet CAT will turn that very first solid step—a 12% sales gain—into 46% profit growth.  
  
We’re now entering “say it again” territory, for which we apologize.  But this is why we buy, hold and buy 
more of exceptional manufacturing companies when the market hates them:  because the world’s given 
them something to stumble over, and until they get up and run again, the market always thinks it means 
they broke a leg, or probably both, and it’ll be a wheelchair for eternity, or a couple of years, which amount 
to the same thing for the market.  And when the Caterpillars get up and walk again, they very strongly 
tend to follow the walk with a trot, then a run and even a sprint, over a startling number of years 
ahead.  The market does “get” this—hence CAT’s rocket rise in 2016, but being a creature of constantly 
jangled nerves, it cannot turn “getting it” into “calm down and be patient.”  (The market does not get 
that.)  We do, of course.  Nuclear war nerves or not, what Caterpillar (and other Outlook companies) are 
doing is not going to change.  They lived through their Years from Hell, and fought their way 
out.  At Outlook we have a fairly tremendous degree of confidence that they’re going to keep showing us. 
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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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