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The nature of the market:  silly in both directions, usually. 
  
Before investing one dime, the single most important question we investors can ask ourselves is: “Do 
we really understand the nature of the market?”  At Outlook we’re pretty sure the honest answer to that 
question (for 99% of younger investors and still-hefty shares of older investors) would be, “Nope.  We 
have an impression about the nature of the market . . . but impressions aren’t facts, and they aren’t deep 
understanding.”  Impressions, of course, usually block understanding—as we all notice every day when 
we glance at the headlines.  
  
Here are two pictures which shed some light on “the nature of the market.” 
  

2021 for Freeport, Micron and Conoco 

 
  

There are three of Outlook’s strongest companies, up 28% to 82% this year.  But those saw-toothed lines 
tell us more about the market than about the companies.  The three operating businesses performed 
remarkably well all year—and performed just about exactly as their leaders thought they would.  But the 
three stock prices were “remarkable” only in telling a tale of nearly-constant gloom, punctuated by 
terrified nightmares every couple of months, at least.  
  
Yet they kept coming back; kept clawing their way higher no matter how black the market’s 
nightmares.  And the market itself?  It behaved much the same way.  It ended up “down there” with 
Micron at 28% or so; but it got there with almost as much gloom, doubts, anxiety and episodes of outright 
terror.  It did that, and our 3 “rockets” did what they did, because the nature of the market’s speculating 



mob (which drives every day’s prices) is to make quick bets on the impressions made every day by the 
news.  That’s a recipe for chaos, all right, and if “impressions” were the only engine driving the betting 
mob’s behavior we’d all be in trouble.  But facts come floating along, too; and when those facts deal with 
cold cash earned by companies and rewarded to investors . . . the market’s betting mob must react to 
them, too.  That’s why those jagged lines look that way, up there; and it’s why they pointed up this year, 
on balance, no matter how many nightmarish impressions the market wallowed in, along the way.  
  
Here's the second picture. 
  

 
What is “the nature of the market?”  Well, we can sum up one side of it with one word: “silliness.”  That’s 
a picture of silliness.  In 2021 (like 2020) we were treated to a stunning number of “IPO’s” (initial public 
offerings, when young companies first sell shares to the public) which the market’s betting mob priced at 
levels which deserve words like “stratospheric,” or “priced for perfection,” or “just plain nuts.”  These 
companies strongly reminded us of the “Dotcom Bubble” 1990’s; and reminded us of our history lessons 
from the Roaring Twenties, just before the Depression:  no profits; tiny sales; giant debt; and so on . . . 
but stock prices blasting off for the moon.  
  
Many sensible people got the impression that this supremely silly market behavior told the whole story:  a 
story of a market teetering on the edge of a cliff, which would be dragged down a good 10,000 feet (or 
points) when the silly IPO’s eventually got their due.  
  
These two pictures, together, tell a different story, don’t they?  
  
Here we are at year end, and 66% of the year’s whole crowd of IPO’s has fallen below its “come to market” 
prices.  Since something approaching 100% of all those IPO’s soared so far beyond their “arrival in the 



market” prices, at first, that they couldn’t be seen by the naked eye, we get a feeling for the depth of the 
crash they’ve endured this year.  But what happened to the stodgy few up at the top?  Freeport, Micron, 
Conoco and a host of other plain, unglamorous companies saw their stock prices go the opposite 
way.  They weren’t exactly dragged off the cliff by the silly stocks, were they? 
  
What’s “the nature of the market?”  Here’s Outlook’s answer.  It’s silly all the time, in one corner or 
another; and it’s often silly in both directions at once:  valuing nearly-worthless companies as if they 
owned the sun, the moon and the stars; and valuing “Rock of Gibraltar” companies as if their operating 
businesses already laid down there at the bottom of a cliff, shattered in pieces forever.  Such silliness can 
hang on for jaw-dropping lengths of time . . . but not forever.  Reality, as reflected by cold facts and cold 
cash, always wins in the end.  “Impressions” drive the jagged daily lines; but cold facts drive the way those 
lines eventually point, no matter the saw-toothed ups and downs.  That’s the nature of the market; and 
that’s how strong-willed investors make money by understanding it. 
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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.  
 


