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Which rules this market:  judgment or fear? 
  

“Buy strong companies when the market doubts them . . . better yet, when it downright hates 
them.  You’ll have plenty of chances to do that.  Then, know this one thing:  the market will never stop 

trying to frighten you out of your positions.  If you let it, you will fail.  If you don’t let it, you will succeed.” 
  

(Advice an old investment man would wish to give his young self, 40 years earlier.) 
  

As Outlook has observed once or twice, when the market dives off a cliff it brings investors face to face 
with the urgent need to choose between two ways of looking at the market, and the world. 
  

1. Either we basically respect the market’s “judgment,” so when it contradicts our own, we 
should suspect we were probably wrong; 

2. Or we believe the market’s judgment is so silly, so wrong, so often that we regard each 
cliff-dive as a chance to pick up free money, more or less. 

  
In a world where middle-of-the-road beliefs or opinions often “feel” right to most of us, at least at first, 
the choice above seems harsh.  But there are choices like that:  “The road forks here . . . choose.”  At 
Outlook, of course, a long time ago we took Road # 2 above, and we’ll never go back.  But it can help 
investors, when a plunging market makes us wonder, to look at any striking examples of what the market 
is “telling us” to buy; and “telling us” to sell, at such times. 
  
Here's what the market is buying. 
  



 
  

The 10-year Treasury Bond has fallen to a yield of about 2.2%, from 2.6% a couple of weeks ago.  “Trade 
War!” “Impeachment!” “Long Term Stagnation!” “Pure Uncertainty!” are the scare headlines, so to speak, 
which have frightened the usual mob of speculators (and probably more than a few investors) into buying 
the modern world’s port-in-a-storm:  U.S. Treasury Bonds.  That 10-Year Treasury will give them a 
permanent, guaranteed, never-changing 2% cash return on their money for the next 10 years . . . no 
matter what happens with China and Mr. Trump.  An investor not quite too frightened to think might look 
at that chart and ask, “Aren’t you buying at nearly the lowest interest rates (meaning the highest bond 
prices) in the past 40 years?  Do you really want to lock in a 2% return rate for the next decade?”  To which 
the frightened investor’s answer would surely be, “At least that’s better than losing everything!” 
  
Setting that aside for a moment, now let’s see what this market is telling us to sell. 

Cummins:  3% Today; Dividend Up 551% in 10 Years. 



 
  

Texas Instruments:  3% Today, Dividend Up 600% in 10 Years 

 
  

Caterpillar:  3.4% Today; Dividend Up 105% in 10 Years 



 
  

Royal Dutch Shell:  6.0% Today; Dividend Up 12% in 10 Years. 

 
  

In sum, the market advises us to buy something which will deliver exactly 2% cash returns for a decade, 
and zero gains.  It advises us to sell 4 things (among many like them) which will deliver from 3% to 6% cash 
returns, at the least; which have grown those cash returns from Shell’s paltry 12% to CAT’s, Cummins’ and 



Texas Instruments’ 105% to 600%; and which have delivered gains from Shell’s paltry 15% to CAT’s, 
Cummins’ and Texas Instruments’ 240% to 440%.  
  
“Hmm,” we might say.  “That’s what those companies have done.  But what about the next 10 years—
how do we know they won’t plunge off a cliff and disappear?”  
  
We don’t know.  That’s where our judgment and common sense come in—as well as our choice between 
Road # 1, up top, and Road # 2.  This might help, though.  Within that mob of Treasury-bond-buying 
speculators and its fringe of frightened investors, at Outlook we’d bet a large pile of money that not one 
in a thousand of them thinks those companies will “plunge off a cliff and disappear.”  Not five in a 
thousand think they’ll stop raising their dividends at very nice speeds.  Not ten in a thousand think they’ll 
show zero gains at the end of that decade.  
  
The speculators and worried investors believe all those good things about those companies . . . but 
they still bought that Treasury Bond recently.  Why?  There is nothing in the world that matters more to 
us, if we want to succeed in this business, than knowing the right answer to that question.  Here it 
is:  “Because the idea of “losing” money for some uncertain while—days, weeks, months or even a year 
or two—is too much to bear.”  In fact, fear itself is too much for them to bear. 
  
We all understand fear, don’t we, once we’ve been around the block a few times in our lives.  We know 
there are a good many important things which we mustn’t allow our fears to rule.  Investing is one of 
them.  Thankfully, unlike disease or other catastrophes, conquering “investment fear” gets a lot easier 
when we simply look at very obvious facts about what we own . . . and remind ourselves that doing that 
is never part of the market’s “judgment,” when it’s in one of its cliff-diving moments. 
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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.  
 


