
The Outlook:  June 13, 2018 
  

When a company fights past its Valley:  Caterpillar’s 30 years. 
  

Caterpillar hiked its dividend 10%, today.  
  
A few days ago we wrote at tremendous length about Lord Macaulay profoundly sensible views, 150 years 
ago, on “Doomsday Forecasts” based on government debt.  Let’s offset that flood of words with a just a 
sprinkling, today . . . but perhaps a lesson just as profound for Outlook clients, who belong in that rare 
breed called “genuine long-term investors.” 

  
Caterpillar:  30 Years of Dividends (Orange) and Stock Gains (Blue) 

 
  

Those numbers are a little cryptic.  Dividends have grown 3,220%.  (Today added another 10%.)  The stock 
has risen 1,900%.  A capital investment of $50,000 became $1,000,000.  Annual dividends of $2,000 
became $66,000.  
  
During those 30 years, the only genuinely frightening time to own Caterpillar was 
near the beginning.  In the 1980’s, CAT suffered very badly from Japanese competition—which had much 
lower production costs and more modern and productive factories.  CEO Dan Fites arrived in 1991, and 
vowed to fix CAT’s weaknesses.  There was no possible way to do that without breaking the UAW’s near-
absolute control of CAT’s production costs, and its manufacturing processes.  What followed was a nearly 
3-year, off-and-on  strike in Peoria.  CAT asked its managers, engineers, office workers, imported 
strikebreakers, and the 4,000 union line-crossers (union members who defied the UAW and returned to 
work) to run the factories, and they did just that, for a very long time.  In 1995 the UAW gave up.  Here’s 
how the Los Angeles Times summed up one of the results: 
  



In triumph, however, the company's stance has only grown tougher. After a year with its 
managers, office staff, temporaries and engineers in the plants, Cat claims to have learned 
so many ways to improve productivity that it needs 2,000 fewer workers. 
  

It was one of those “Valleys of Despair” for CAT and everyone involved:  from CEO to striking workers.  But 
Mr. Fites was responsible, and personally accountable, for fixing CAT’s life-and-death problem—and he 
did so.  He had his eye, down in that Valley, on Detroit’s Big Three auto companies—whose life-and-death 
problem was just about identical to CAT’s.  Let us glance, below, at Ford Motor Company during these 
same 30 years . . . and answer the question: “Did Mr. Fites succeed, and was it worth it?” 
  

Ford:  30 Years of Dividends and Stock Gains (sort of) 

 
  

This time the figures aren’t cryptic at all.  Ford’s dividend has fallen 50% in 3 decades.  Its stock price has 
risen 31%.  
  
When companies and their leaders face up to terrible problems and, step-by-step, fix the problems—two 
truths stand out: 
  

• The market sees the problems, but is utterly blind to the slow, steady solutions.  It is blind 
because it’s afraid, and it’s impatient—as deadly a combination as can be, when it comes to 
successful investing.  

  
• The benefits earned for the company—and for genuinely patient, long-term investors—quite 

often approach the neighborhood of “unbelievable.”  A mere glance at that wildly up-and-down 
blue line for Caterpillar, especially the last 20 years or so, makes it perfectly clear that if we 
investors looked to the market’s treatment of CAT’s stock for the truth about our company’s 
actual business progress, we would have spent many years in the market’s nightmare land of 
make-believe . . . and it’s impossible to imagine that we would have kept an iron grip on our 



Caterpillar stock.  But if instead we’d kept our eyes on the land of reality, down in Peoria, we’d 
have understood that CAT had fought its way out of that Valley of Despair, and permanently fixed 
its life-threatening problems . . . and we’d have made a shocking amount of money. 
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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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