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Not very bruised, Micron climbs out of the downcycle. 
  

Micron’s Memory-Industry Roller-Coaster, Past 25 Years 

 
  
  

Memory Products Are Getting More Complex, More Broad-Based, and More Profitable 

 
  



  

Since the Election the market has done well, of course . . . but for investment managers like Outlook, who 
think what’s going on within our operating businesses is both supremely important and always interesting, 
there’s a distinct sense of being ignored by the crowd these days, which is constantly goggle-eyed 
at the daily and hourly political news while we jump up and down in our corner, shouting, “Hey!  Isn’t 
anyone interested in business anymore?”  
  
Micron’s team is, thank goodness.  This week it gave Wall Street a lengthy (66-slide) update on how things 
are going.  That in turn gave Outlook the challenge of picking only a couple of those pictures which might 
be worth the legendary thousand words.  
  
On top is a wonderful 25-year perspective on one of the most brutally cyclical industries 
in the world:  memory chips.  The chart shows the peak-to-trough declines in total industry sales, 
during the “down” parts of the cycles.  Yes . . . 57% down, 1996 – 1998; 49% down, 2000 – 2002.  Those 
were Wile E. Coyote screaming cliff-dives into puffs of dust, way down below.  Like Mr. Coyote, Micron 
somehow survived, climbing up hand over hand looking battered but ready to proceed with the next 
generation  of Acme Roadrunner Eliminators.  But notice the next three down-cycles:  23%, 2007 – 
2009; 18%, 2010 – 2012; and only 8 – 9%, 2014 – 2016.  That’s a trend indeed—an improving 
trend.  As Outlook has often noted, that improving trend is real.  It’s like an array of blinking lights 
highlighting a fact which triggered action (at Outlook) a few years ago:  buying Micron, and buying more 
and more as the market argued with itself about whether the trend was real or not.  
  
The screaming down-cycles finally bankrupted enough memory-industry competitors so that only a few 
were left standing:  mainly Samsung, Micron and Hynix.  At the same time, the possible uses of memory, 
and the sophistication and variation of memory products, was beginning to explode.  The bottom chart is 
simply an example of that, showing the many needs for memory (alongside every other kind of chip) in 
today’s and tomorrow’s automobiles, and the highly-likely growth of those auto-memory needs 
in the next 10 years.  
  
Micron has navigated this exceedingly tough industry and its dramatic recent changes very well.  This 
week’s update showed a company which is getting mighty close to “firing on all cylinders:”  dramatically 
improving factory efficiency and innovation; clear acceleration toward global leadership in the most 
exciting new memory technologies; and far stronger financial results.  As CFO Ernie Maddock put it, 
“We’ve just shown the best profit and cash flow performance in our history, through a cyclical downturn.” 
  
Hence the chart below: 
  



 
  

Micron’s jumped 158% in the past 9 months.  This chart demonstrates two powerful truths 
about the market: 
  

1.       The market’s judgment can be perfectly sensible, showing (eventually) its understanding that 
well-run cyclical companies will show remarkable results when their cycles eventually turn up; 
and 

  
2.       The market’s judgment can be perfectly silly.  When cycles turn down, whether 
in the memory industry or the tractor industry, the market behaves—over and over again—as if 
it never heard of the concept of “cycles,” and absolutely never heard of the benefits of 
“patience.”  
  

Whence come remarkable opportunities for investors who do not forget the nature of cycles; who pay 
attention to good work done by business leaders managing through hard times; and who emphatically 
respect the virtue of patience. 
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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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