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Thinking, or not thinking:  Tesla and its opposites 
  

Let’s glance at a “table of pain” so to speak, which lists the hammering the market has given a few 
of Outlook’s core stocks within the market’s last two sorry weeks: 
  

Caterpillar                           down 6% 
Cummins                             down 15% 
Micron                                  down 13% 
Lockheed                            down 13% 
Freeport                              down 23% 

  
The word “down” (followed by double-digit numbers and plunging charts) always gives most of us 
investors a thrill of horror, and a powerful urge to “do something” to rescue our fortunes before they’ve 
vanished completely.  The market gives us this treatment pretty often, but we never quite get blasé about 
it—it’s our money, and the flash of anxiety comes back every time. 
  
And each time is yet another fork in the road for us, as investors.  Each time we see the plunging charts 
and feel the stab of fear, we will either do the right thing, or the wrong thing.  Quite often we do the right 
thing again and again, only to be worn down by the repeated doses of fear, and eventually do the wrong 
thing.  If we own emphatically strong companies valued cautiously or even fearfully 
by the market, the right thing is always the same:  “Hold.  Buy more if possible.”  If we own precarious 
companies valued exuberantly or even merely cheerfully by the market, the right thing is:  “Sell.  Sell 
yesterday, in fact, and don’t come back.” 
  
This past week gave us a remarkably stark reminder of these “golden rules” with the behavior of Tesla, 
compared to the behavior of most of Outlook’s companies.  Tesla should be highly interesting to 
investors, not because it’s a good investment but because the way the market has treated it, and the way 
Wall Street’s cleverest analysts talk about it, can deepen our understanding of the nature of the market 
to which we’ve committed our life savings.  Here are a few pictures of Tesla’s “strength” (financial 
strength) which are the foundation of safety in long-term investments. 

Tesla:  Financial Condition 



 
  

 
  



 
  
  
  

The “quick glance” takeaway is all we need.  These are pictures of skyrocketing debt, plunging liquidity, 
cash wildfires, and accelerating losses.  Just below is the stock market’s attitude toward Tesla 
while the top several pictures were unfolding over the past few years. 
  

 
  

A couple of days ago at Tesla’s quarterly earnings talk, an analyst (with those pictures in mind) asked CEO 
Elon Musk how and where Tesla planned to get more cash in the months ahead.  Mr. Musk responded 
to the question this way:  “Those boring, bonehead questions are not cool.  Next!”  That exchange and 
others like it earned headlines like “Bizarre!” from the media and a few eminent analysts . . . but while 
their feelings might have been hurt, most of them maintained their positive outlooks for Tesla as an 
investment.  We’ll notice on the 30-day chart below the 6% plunge in Tesla the day of the “bonehead 



questions” remark.  We’ll also notice that the market’s horror at Mr. Musk’s cavalier attitude toward cash 
lasted exactly one day, with Tesla rocketing back up yesterday along with the rest of the market.     
  

 
  

Mr. Musk certainly earned the term “bizarre” the other day . . . but when compared to the market’s (and 
many eminent analysts’) treatment of his stock, and when compared to the market’s two-week treatment 
of many other companies at the polar opposite end of the “financial strength” spectrum, we must 
downgrade “bizarre” to “mildly eccentric” when applied to Mr. Musk’s behavior; and upgrade the market 
and the analysts themselves to “bizarre indeed.”  Here are just two pictures of financial strength, when 
it’s the real thing: 

Texas Instruments:  5 Year Cash Flow Trend 

 
  

Royal Dutch Shell:  18-Month Debt Reduction 



 
  

And here are a few remarks from Royal Dutch Shell CFO Jessica Uhl about cash and cash flow growth at 
her giant company.  We’ll notice that Ms. Uhl’s attitude toward cash appears to differ fairly sharply with 
Mr. Musk’s.  She probably doesn’t think the many analysts’ questions about Shell’s cash picture were 
“bonehead,” and she might even feel that Shell’s cash is pretty “cool.” 
  

“We delivered $5.1 billion of organic free cash flow this quarter and $15 billion on a four-
quarter rolling basis at an average oil price of $57 per barrel. As you know, we expect to 
generate some $25 billion to $30 billion organic free cash flow around the end 
of the decade at $60 per barrel in 2016 real terms. Organic free cash flow generation 
over the last four quarters is consistent with this outlook. And we expect close to $10 
billion in additional free cash flow from new projects between 2018 and 2020. In average 
prices, around $65 per barrel would add some $5 billion to the four-quarter rolling free 
cash flow based on our oil price sensitivity rule of thumb.” 

Within company after company among Outlook’s core assets—and many others—we see the same kinds 
of pictures, ranging from Texas Instruments’ stunning record of “hitting on all cylinders” across the entire 
company, year after year, to Shell’s truly impressive debt-cutting and cashflow-boosting efforts 
of the past couple of years.  These two examples are not exceptions.  They are typical.  Again, Outlook’s 
companies fit the picture, but many other U.S. companies do too.  
  
And here’s the rest of the “bizarre” picture: 
  

Forward Price/Earnings Ratios: 
Tesla:                    131 times next year’s earnings (with the bold 

assumption they’ll actually exist) 
  
Texas Inst:           17 times 
Lockheed:           17 times 
Freeport:             13 times 
Shell:                     12 times 
Caterpillar:          12 times 
Cummins:            10 times 
Micron:                4 times                                                 

  
And here’s the U.S. market as a whole: 

  
S&P 500:  Earnings and Valuation Highlights 



Forward 4-qtr earnings estimate:                                              $162.43 
P.E ratio:                                                                                              16 times 
Year-over-year growth of forward profits estimate:           +20.29% 
  

Let us return to the beginning.  These past few weeks the market has been not just vaguely concerned, 
but taking emphatic, decisive action:  pounding the daylights out of a good many stocks whose underlying 
companies have built wonderfully solid financial strength, and whose stocks were already trading at 
anxious-to-downright-depressed valuations.  We can see that odd behavior with perfect clarity in that 
handful of Outlook companies, but it’s just as clear in the “big market” (S&P 500) as a whole.  The same 
market has grown mildly concerned about Tesla—but so “mild” indeed has been its concern that it’s 
perfectly relaxed about continuing to assign Tesla a valuation of 131 times currently-invisible future 
earnings.  
  
Now that, in Outlook’s opinion, deserves the term “bizarre.”  But beyond such fun with 
words, the understanding we ought to gain concerning the deep nature of the market is 
this:  “Never let the market do our thinking for us.  It continually shows us—if we’re just willing to focus a 
bit—that it frequently doesn’t think at all, but simply reacts to the moods of fear and greed prevailing 
among sections of the big crowd at any moment in time.”  Among our dirt-cheap, strong companies that 
mood is one of trembling anxiety, more or less.  Over in the Tesla section of the crowd, that mood is one 
of powerful optimism and a strong inclination to “believe” in a nearly-holy mission.  Reality will change 
both moods—as it always does.  It will take its time about it, and it will make the change with so many 
ebbs and flows of sentiment that investors who insist on acting from real facts will find their patience 
tested.  But those two opposite moods will be forced to change, and the part of the investment crowd 
which chose to disbelieve the market and think for itself will earn remarkable rewards.  
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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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