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Lights in the fog, once more:  Texas Instruments and Micron 
  

Fog and gloom go together pretty naturally, in the market as well as in ourselves.  When the market is 
gloomy, a thick fog of expert analysis always rolls in with the gloom; it mostly supports the gloom; and, 
finally, most of the analyses are also “foggy” in being hard to understand for investors wondering whether 
facts and logic support the market’s gloom or not.  
  
A couple of days ago we talked about 2 “lights in the fog” for these situations:  cash and value.  Those 
lights are what we need when the market is gloomy and so many voices seem to be saying (in a 
complicated, foggy kind of way) “Yes, indeed, things are just plain bad . . . are you sure you want to keep 
owning (Cummins, Caterpillar, Micron, Freeport, Shell, or fill-in-the-blank) now that it’s fallen 20%, or 30%, 
or whatever shocking figure it is?”  The 2 lights—cash and value—simply ask us to look at each company 
we own and ask 2 questions:  
  

1. What’s going on with the hard, cold cash inside my company? 
  

2. Does the market’s current idea of the proper value of my company look sensible or silly, given 
that cash picture?  And if silly, is the market’s valuation silly high, or silly low? 
  

We let Cummins answer those questions for us on Monday.  Today let’s glance at Texas Instruments and 
Micron. 
  

Texas Instruments:  10 Years of Dividends (Cash) and Stock Price (Value) 

 
  



Texas Instruments is as genuine a “blue chip” company as they come, so that 10-year story of rising 
dividends (600% growth) and stock price (421%) is no surprise.  Let’s focus, though, on the recent fog and 
gloom.  The red arrow is Texas Instruments plunging 22% from January 2018 to January 2019.  The green 
arrow is its dividend, rising 24% over the same period.  On Monday we noted that sometimes a company’s 
dividend payouts are not a sign of high and rising cash stocks and cash flows—we must always look 
“inside,” as Theresa’s reports aim to do here at Outlook Capital Management.  But inside Texas 
Instruments—as with Cummins—we don’t have to look very hard.  The company is bursting with financial 
strength—and that opinion would be as close to unanimous as they come, in the investment world.  TXN’s 
dividends are indeed a sign of its cash health; and when that green arrow pointed up, while the stock price 
(the market’s idea of the company’s proper value) pointed down, they were 2 fairly brilliant lights in the 
fog.  They told investors, “This market is dead wrong (once again); and Texas Instruments’ cash is dead 
right.  Act on that.” 
  

Micron’s Cash and Value:  10 Years of Sharp but Rising Cycles 

 
  

  
Micron, the memory king, pays no dividends so we must look inside the company at operating cash 
flow.  The red dots tells us about cash created at the bottom of each memory price cycle:  about $0.4 
billion in 2013; then $3.5 billion in 2016; and now $17.7 billion, most recently.  The green dots tell us about 
the cash created at the tops of the past 3 cycles:  $3.8 billion in 2011; $5.8 billion in 2014; $18 billion in 
2018.  
  
Finally, where would our red and green arrows be—if we hadn’t cut them to make the picture 
simpler?  The red arrow (the market’s idea of Micron’s proper value) would be plunging downward over 
the past 12 months, leaving Micron worth about 3 times a good year’s annual earnings, in the market’s 
judgment, if we can call it that.  The green arrow would exactly parallel the orange line above, and those 
red and green-dotted billions of dollars highlighting its path over the decade.  



  
This market is valuing Micron as if it’s a heap of rubble.  But Micron’s cash facts tell a story so polar 
opposite to the market’s “judgment” that any investor might stand amazed.  The normal reaction in any 
reasonable onlooker is, “That divergence between real-world operating facts and the market’s opinion is 
so incredible that surely we must be missing something!  Surely the market doesn’t make mistakes on 
that kind of galactic scale?”  
  
Here's Outlook’s answer:  “Yes, the market does make that kind of mistake.  It makes it so often it’s hard 
for people to believe it.  It makes that mistake with “silly high” valuations (Tesla, Beyond Meat, Bitcoin 
and endless others) and with “silly low” ones.”  Of course, that assertion from Outlook does point straight 
at that fork in the road for all investors, where they must choose one thing to believe, or the other:  “Either 
the market’s behavior is a good guide for our judgment . . . or it’s the worst guide in the world.”  Outlook’s 
clients know which choice we’ve made . . . and those “cash” and “value” lights in the fog are telling us 
something remarkably clear about how to act.  We own outstandingly strong companies, which the 
gloomy market is offering at mostly wonderful values.  We’ll hold them and buy more whenever we can. 
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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.  
 


