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Lockheed Martin:  “Lethality and survivability.” 
  

Let’s begin with a picture which tells some profound truths about investing. 
  

21 years of Lockheed Martin:  stock (blue), dividend (orange), free cash flow (red) 

 
  

It’s a complicated chart.  Let’s keep it as simple as we can.  If any investor had the good judgment and 
extreme endurance to buy Lockheed 21 years ago, and hang on: 
  

         His stock price gained 622% (compared to the market’s 271%.) 

         His dividends gained 904% (after yesterday’s 10% hike.) 

         The company’s free cash flow per share—which we might call, roughly, the rocket fuel which 
enables Lockheed to build its business and reward its owners—grew 638%. 

  
Through the 39 years of Outlook’s career, the investment strategy known as “Buy and Hold” has been a 
term of contempt among almost all of the great crowd of clever people who set the tone in the investment 
world.  Those furtive few professionals (like Outlook) who respect that strategy hardly dare to admit it to 
our fellow professionals, or even clients.  Yet the investment rewards earned for sticking with a company 
which we’ve worked hard to understand, and whose leaders and people have shown themselves to be 
exceptional, are often just plain astonishing.    
  



Outlook began buying Lockheed where the circle is, about 3 years ago.  We did not know we were in the 
early stages of a rocket ride.  Neither did any of the clever people on Wall Street, nor Lockheed’s own 
people.  We only knew a few key things, having studied the company for a while: 
  

         Management was very sound, very determined, very experienced. 

         Lockheed’s financial strength was impressive, and the dividend was likely to keep growing 
strongly. 

         Lockheed’s flagship product, the F-35 fighter, was simply a military game-changer.  It 
combined radar-evading “stealth” with absolutely unique computer technology:  technology 
which could acquire, share and use combat information at a speed making all other fighter planes 
look like the chariots in Ben Hur, to exaggerate for the sake of emphasis.  Those who flew it would 
win; those who did not, would lose.  Hence the U.S. and its allies would be buying F-35’s for the 
next 2 decades. 

         Defense spending by America and its allies (being “frozen” back then by the budget 
“sequester”) would not stay mired in its no-growth swamp.  There are too many bad guys in the 
world, and their behavior was finally alarming even the most pacifist of political leaders.   

  
Those key “knowns” added up to a decision to buy Lockheed at its reasonable price ($130 - $140 and a 
3.5% dividend yield) and stick with it . . . knowing in advance that there would be ups and downs; good 
news sometimes; bad news often.  But exceptional leaders and financially strong companies overcome 
the bad news again and again, though the market rarely believes it until after they’ve done it.   
  
Let’s close with a couple of remarks, earlier this week, about Lockheed’s F-35—not from Wall Street, but 
from the U.S. military. 
  

         “In terms of lethality and survivability, this aircraft is absolutely head and shoulders above 
our legacy fleet of fighters currently fielded,” said Gen. Scott Pleus, the F-35A integration office 
director. “This is a formidable airplane and one our adversaries should fear.” 
  

         NATO air chiefs today advocated for the F-35 fighter jet as a vital component of Allied air 
capabilities in Europe, including to deter Russian aggression.  "The F-35, even in its most basic 
version, is already a huge force multiplier," said Lt. Gen. Dennis Luyt, Commander of the Royal 
Netherlands Air Force to the Air Force Association, describing recent exercises. "A single F-35 
was able to provide so much situation awareness to the rest of the force."  General Tod Wolters, 
Commander of Air Allied Command and U.S. Air Forces in Europe, added that deterring Russia in 
Eastern Europe is a primary consideration of NATO's Allied Air Command when deploying 
assets.  "When we do bring fifth-generation assets into the European region, it is something that 
certainly serves as a deterrent," Wolters said of the stealth aircraft. "They might be in a position 
where they have to jump into a boxing ring to fight an invisible Muhammad Ali." 
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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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