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A curious week in the market . . . in a good way, mostly. 
  

It’s been a curious week in the market.  (“Curious,” meaning interesting in an unexpected-but-possibly-
good way, maybe.)  Here are some of the curiosities.  
  

• For a continent which was supposed to be checking into the hospital these days, too sick with 
“Trade War Blues” to make it without a wheelchair, quite a handful of Europe’s big-name 
companies have been reporting earnings strength, not sickness.  From Daimler in the auto sector 
(already in the Intensive Care Unit, the market had supposed) to BASF in the chemicals industry, 
sales and profits went up, not down . . . surely puzzling a large number of pessimistic experts.  

  
Outlook’s editorial comment on that will be familiar:  “The market and media always blow up 
mildly worrisome news into bad news; and bad news into disaster.  Earnings Seasons (Facts 
on the Ground seasons) quite often throw cold water on the hysteria. 
  

• For a typical “Celebrity Tech” company which seemed to have a permanent lock on the market’s 
happiest valuations, Twitter found out this week that “priced for perfection” is always a 
temporary valuation from the market—never a permanent one.  

  
Twitter:  the day results were less than perfect 

 
  

Down went Twitter, down 23% . . . from a price/earnings multiple of 44 times, to a new multiple 
of “only” 34 times.  (The market as a whole is at 19.  Many Outlook core stocks are at 8 to 
12.)  Outlook’s editorial comment:  “Priced for Perfection” can last a shockingly long time—but 



valuations which count on a company earning the sun, the moon and the stars into the future, as 
far as the eye can see, always have nothing but air beneath their feet. 
  

• For a typical “old world” heavy-industrial company, valued as if it were already in a 
wheelchair, Caterpillar’s stock was treated very oddly by the market, after Wednesday morning’s 
announcement of emphatically-weaker sales and earnings. 

  
Caterpillar:  after results confirmed the market’s gloomiest fears 

 
  

Up went CAT, up 7% in two days . . . from a price/earnings multiple of 12 to a multiple of, yes, 
13!  (The market does shocking things.)  Caterpillar has been “Priced for Destruction,” the polar 
opposite of Twitter, for quite some time . . . despite demonstrating quarter after quarter of 
rock-solid financial strength and impressive earnings in the middle of a down cycle.  Outlook’s 
editorial comment:  The market’s “job” is to assign values to companies which make sense, after 
accumulating a lot of hard facts about the strength and operating excellence (or lack of it) of a 
company.  The market does that job, eventually; but first it often acts like it never heard 
of the job, for really surprising lengths of time.  
  

• Our last curiosity is Softbank, a celebrity hedge fund firm run by Mr. Masayoshi Son, who is a 
Japanese businessman worth $14 billion or so.  Softbank has been in the news in a bad way, 
lately, due to its big investment in WeWork, whose plunge in value has made the Acapulco cliff 
divers look like they’re hopping into the kiddie pool.  WeWork, to sum up, is a company which 
rents office space to remote (off-site) corporate employees.  The office rental business is very 
old-fashioned; and distinctly cyclical in profitability.  The young founder of WeWork, with a few 
billion dollars of Softbank’s money to spend years ago, set out to persuade the investment 
world that his personal brilliance meant the office rental business was really a cross 
between the sharpest edge of new technology and a cure for cancer.  It worked for a 



while.  Then it didn’t work, as the gaping holes in his concept became too obvious to ignore, 
and the nonsensical financial projections in his offering memorandum (for “going public” 
with the company, which would have been Softbank’s payoff) turned out to be too 
embarrassing even for “IPO” speculators to swallow.  

  
Mr. Son’s accountants are still trying to calculate the size of Softbank’s loss on WeWork, 
apparently.  But the media has the scent, now; and the pack is baying for blood.  Stories popped 
up all over, this week, looking closely (yes, for the first time) at Softbank’s other “cutting edge” 
investments, and at just exactly what degree of professionalism and expertise seem to be on 
display within Softbank’s staff . . . and Mr. Son himself.  The answers look, well, too 
embarrassing to wallow in, on a Friday evening.  
  
Outlook’s editorial comment:  “We must never assume that celebrity status and high-sounding 
talk—which slosh around several feet deep, up and down Wall Street—mean we ought to be 
impressed.  It’s the opposite:  if we struggle to understand an investment expert, or an 
investment story . . . it almost always means there’s a problem with the expert or the story, not 
with us.” 
  

It was indeed a curious week—in a good way, mostly. 
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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.  
 


