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Gloom for the global economy, maybe; less than the market fears, certainly. 
  

600 points was a cliff-diving end, today, to a gloomy week.  A late-afternoon Bloomberg headline captured 
the general mood:  “U.S. Manufacturing Titans Portend Gloom for Global Economy!”  Beneath came a 
story about US Steel, which “Reports Worst Quarterly Loss in Almost 3 Years!”, and Caterpillar, which 
“Predicts 2020 Profit that Trails Analyst Estimates!”  
  
Hmm.  US Steel lost money last quarter, which it’s done for a great many quarters scattered through the 
past several years, none of which “portended gloom” for the global economy until this one.  Caterpillar 
predicted 2020 earnings around $9 per share, compared to $10+ in 2019 and 2018 . . . but which would 
still be the 3rd-highest profit figure in company history:  2, 3 or 4 times higher than most of its earnings 
numbers since the turn of the century, none of which “portended gloom” for the global economy, 
either.   And at first glance we might also feel those are two entirely different shades of “Gloom!” at the 
very least, from US Steel and Caterpillar . . . but no matter.  The media must print a headline explaining 
the market’s behavior most days—and certainly on extreme days—and must fill the space underneath 
with a story which at least seems to support the headline, if we don’t look too hard or think much. 
  
But let’s do a little looking and thinking before calling it quits for the week. 
  
The most tempting feeling we have, on those days when the market screams toward a cloud of dust at 
the bottom of the cliff, is that “they” must know or understand something which we don’t.  There is no 
cure for this feeling except years of experience; years of watching the market’s vast speculating crowd 
behave, in response to the prevailing headlines, as if the end of the world has been sighted around the 
corner . . . only to grudgingly reverse itself, eventually, when the sun keeps rising morning after 
morning.  That’s simply the nature of the market and its speculators, as Outlook has noted a few times.  It’s 
how that amazingly big speculating crowd tries to make a living, heaven help them—and no amount of 
experience with never-ending sunrises will change that behavior.  
  
But we investors don’t make our livings that way.  Facts and experience matter a great deal more to us 
than feelings and impressions.  Making the best judgments we can make, concerning those “prevailing 
headlines,” matters most of all.  
  
The market’s 2020 Nightmare, as we remarked a few days ago, is “Wuhan Virus Sinks World 
Economy!”  It’s shoved aside 2019’s Nightmare, “Trade War Sinks World Economy!” so hard and fast 
we’ve practically forgotten about it already . . . and the media certainly has.  It is yesterday’s news, in 
spades.  What shall we make of this year’s Nightmare? 
  
Just like the Trade War, Wuhan Virus is a real problem for the global economy; but it’s poor judgment on 
anybody’s part to think it’s an “end of the world” problem or even a “broken leg” problem for the 
economy.  It will hurt China emphatically; but its ripple effects will weaken emphatically, as they spread 
to the rest of the global economy.  And it will fade away in China and everywhere else.  Since nobody can 
say whether the “fade away” will happen in 6 weeks or 6 months, it’s a perfect Nightmare for the short-
selling speculators who are driving prices down.  It will gradually become less perfect, for them, as we 
march through those weeks and months.  In that behavior it will be just like its predecessor, the “Trade 
War Nightmare.”  
  



Caterpillar gave Bloomberg half its headline-supporting story, today; so let’s look just a little deeper.  
  

Caterpillar Plunges 12% on Virus Nightmare.  Caterpillar Trades at 13 Times Earnings, Pays 3% 
Dividend 

 
  

Our caption captures it, pretty much.  After CAT’s latest 20% dividend hike, it’s paying us 3% in annual 
cash yield to grit our teeth and wait for the “fading away” to happen, in 6 weeks or 6 months.  It trades 
around 13 times earnings:  a pretty solid bargain in most market environments in history, and certainly in 
today’s market.  “No matter,” say the sellers, “there is a lot of unknown space between 6 weeks and 6 
months, and we’re not in the waiting business.” 
  
But of course, we are in that business.  Here is one last picture, this Friday evening, to make it a little easier 
to wait: 
  



 
  

This collection, courtesy of Mr. Charlie Billelo of Pension Partners, hasn’t been updated since October, 
2018—or it would have a good two or three more entries.  But it has enough, doesn’t it?  Each of those 
dates and lines was a Nightmare at the time.  Each was the “prevailing headlines” which gave the 
speculating crowd something to chew on . . . for a while.  And, yes indeed, each “faded away,” in the face 
of real facts from the global economy’s Main Street.  Main Street is always where real economic progress 
happens, of course—not Wall Street.  
  
In each of those episodes, there were some people in the speculating crowd who made killings; and there 
were more people in that crowd who, well, were killed, to stick with the analogy.  That’s the speculating 
business.  It’s not our business, and the Nightmares on which the speculators act are so exaggerated, so 
often, that it is never good judgment to suppose that “they” know something we don’t.  Our business calls 
for really understanding exceptionally strong companies, and insisting upon owning them through the 
Nightmares, including today’s “Wuhan Virus” episode. 
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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.  
 


