The Outlook: Sept. 26, 2024

Micron: “pieces of paper” meet cold facts eventually.

A long time ago when the world was young, we investment managers would sometimes say, when the
market’s betting crowd had stomped on one of our stocks, “Well, it’s just a piece of paper.” Common
stocks actually were “pieces of paper” back then—with interesting pictures on them—and our point was
that how today’s betting crowd felt about a company we owned usually had no connection at all to what
our company was actually doing.

The pieces of paper are long gone.. . . but the betting crowd has not changed one tiny bit. Outlook’s clients
know this next part by heart. That crowd always dictates where stock prices go today. It’s in the business,
heaven help it, of trying to make money by guessing the rest of the betting crowd’s reactions to the
passing headlines. Those headlines are, overwhelmingly, vague impressions of the meaning of some
passing event. If that were all there is to the stock market, it would be a lunatic asylum and sensible
people would avoid it like the plague. But something saves it: the fact that the crowd must also react to
the truth: to the cold hard facts about how our companies are doing, and how much cash they’re planning
to earn and give back to us. The crowd ignores such hard facts for a while . . . but it can’t keep ignoring
them, because behind them lies that cold cash.

Let’s look at two pictures.
Micron’s Nice Day: +15%
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Soon Theresa will enlighten us on the finer points of what happened “Inside Micron’s” operating business
this last 3 months. But when a company we all own has a day like today (above), it's good to think about
what it actually means. The next picture will help us think.

Micron’s Bad Days
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Hmm. Those red-arrow days weren’t “nice” at all, were they? Now comes the Big Question: “Did those
hideous, plunging roller-coaster days have any connection to “what our company was actually doing?””

We know the answer: “Nope.” When Mr. Sanjay Mehrotra summed up “what his company is actually
doing,” yesterday during the quarterly earnings call, he said, roughly, “Never in my career have | worked
at a company which is so well-positioned for an exciting future.” And three months ago, the day of that
first screaming red-arrow plunge up there, he said, “Never in my career has my company been so well-
positioned . . . etc.”

The betting crowd’s red-arrow screams meant nothing. The crowd, as usual, was simply peering nervously
at itself, recognizing that the “impression of the moment” was “Watch out below! The Artificial
Intelligence Boom might go bust!” and tossing its Micron paper out the window as if it were a hot
potato. But Micron’s “cold facts” had not changed at all, as Mr. Mehrotra knew, and would not change
for a long time ahead . . . so the crowd knew perfectly well it would have to scrabble for Micron’s paper,
pretty soon, as if it were made of gold instead of wood products. Today was the day.

The roller coaster never ends . . . but we think there will a good many more green-arrow days in the years
ahead.
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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.



