
The Outlook:  Sept. 6, 2018 
  

Gunshots at midnight:  the herd stampedes over Micron and Transocean. 
  

The market attacked two of Outlook’s best investments with a baseball bat, this 
week.  Whenever the market acts like that, we must choose between only two possible 
opinions:  either the market understands something profound about our companies which we do not; 
or the market understands nothing at all, but is simply jamming itself out the “Sell!” door because that’s 
what the market does, whenever it gets the slightest chance to stampede together in one direction.  
  
We choose the second opinion—the market knows nothing, but stampedes anyway—which will surprise 
none of Outlook’s clients and friends.  Let’s glance at the 5-day charts, for Micron and Transocean. 
  

 
  



 
  

Those are both pictures of the cattle in the market stampeding because a cowboy shot off a gun 
at midnight, so to speak.  The nature of the gunshot differed quite a bit, for each company.  We’ll see, 
today, how it sounded at Micron; and save Transocean until next week. 
  
For Micron, it was exactly the same shotgun blast which has been fired over and over again since mid-
2016.  That began a 550% rise in the stock, which went along, step by step, with a truly remarkable 
turnaround in Micron’s business performance:  sales, earnings, cash flow, liquidity, general financial 
strength and every other measure of how well a company’s operations are doing.  And the market’s 
doubting cowboys fired their midnight shotguns again and again, side by side with each step of that 
progress and each few dollars of gains in the stock.  The blast was always the same: “Micron’s memory-
chip prices will plunge again any moment now, because they always do eventually, and the company will 
be devastated, as it always used to be when memory prices plunged.” 
  
It is a nightmare which refuses to open its eyes and look at real facts, in daylight.  As Outlook has often 
noted—possibly a few dozen times—refusing to see the vast changes in Micron since its old “prisoner 
of the memory-price cycle” days is something like traveling out to Boise, Idaho (Micron’s headquarters) 
and wondering how the city got so big, since it takes so long to get there by stagecoach.  There’s an odd 
unwillingness to accept that big changes do happen, from the past to the present.  That kind of disconnect 
probably seems pretty startling . . . except to those who have lived with the market every day for enough 
years to accept its nature.  It does not do much thinking.  It does a great deal of reacting, in a flash, 
to the general impressions triggered by the endless flow of news items. 
  
That behavior means that investors willing to think, and willing to be untroubled by charts like those 
above, find the market handing them astonishing values:  strong companies with clear roads to strong 
futures, trading as if they were trash.  Micron is an exceptional company with financial strength 
approaching “Rock of Gibraltar” status; with deeply experienced and highly competent leadership; and 



operating in a memory industry whose long-term growth is as near a certainty as anything 
in the investment world.  This week not only hands investors yet another “giveaway” opportunity, it hands 
Micron itself the same opportunity.  The company announced a couple of months ago that it will spend 
ten billion dollars buying back its own shares, beginning right now:  September 1st.  It has the ten billion 
to spend; and now it has a stock price so low that $10 billion would retire 20% of the outstanding 
stock.  (Which means each of our shares would own 25% more of the company, and of its earnings and 
future dividends, than it did before.)  
  
Micron gave a presentation, yesterday, in which it remarked that it was just beginning to spend that 
money.  We may hope that Micron will spend it fast.  Meanwhile we’ll keep holding and adding more 
when possible. 
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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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