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Market Review 

While it was a ho-hum week for many inexpensively priced stocks, given that the S&P 500 Pure 

Value index was flat for the five trading days, the Dow Jones Industrial Average closed at a 

record high on Friday, climbing above another milestone, this time eclipsing 28000 for the first 

time. 



 

No doubt, folks are feeling better about equities today, even as the details are hardly worked out 

on “Phase 1” of a U.S.-China trade agreement, while the Impeachment drama continues to play 

out on Capitol Hill. 



 

Certainly, developments in Washington are important, but it would seem that more attention is 

being paid to the economy, whereby the latest statistics were not too bad,… 



 

…and Federal Reserve Chair Jerome Powell told Congress’s Joint Economic Committee this 

past Wednesday, “We see the current stance of monetary policy as likely to remain appropriate 

as long as incoming information about the economy remains broadly consistent with our outlook 

of moderate economic growth, a strong labor market and stable inflation…Of course, if 

developments emerge that cause a material reassessment of our outlook, we would respond 

accordingly.” 

Happily, a decent economic backdrop has helped Q3 profit reports from Corporate America to be 

pretty good, with Standard & Poor’s reporting that 74.6% of the S&P 500 members to have 

announced results thus far have exceeded analyst estimates for the bottom line and 59.1% have 

topped expectations for the top line. To be sure, management teams were guarded in their 

commentary regarding their company outlooks, but it is likely that earnings per share will 

continue to grow,… 



 

…which will enable a continuation of dividend generosity,… 



 

…adding to the competitiveness of stocks from an income perspective. 



 

And speaking of income, Barron’s Magazine featured a cover story this past Saturday entitled, 

Retirement Savers Are Turning to Dividend Stocks for Income. Here’s How to Use Them in Your 

Portfolio. The author of the piece was kind enough to include your Editor in the list of folks that 

he interviewed and quoted, with my contributions drawn from that which has been referenced 

above, not to mention the observation that the challenge for older folks these days is that they 

need retirement dollars to support some two decades of living, and that is just if they are average 

in terms of their life expectancy. 



 

To be sure, we fully respect that older investors fear that they will not have time to make up 

losses in their portfolios should their market timing be unlucky, but the current extraordinarily 

low interest rate environment increases the odds that equities will prove more rewarding than 

most fixed income instruments. For example, looking at the historical evidence dating back more 

than nine decades, Value Stocks and Dividend Payers have enjoyed returns in excess of the 

2.30% yield presently available on the 30-year U.S. Treasury more than 86% of the time, if held 

for five years. And those numbers jump to more than 94% if those types of stocks are held for 10 

years! 



 

Yes, past performance is no guarantee of future performance, and investors must always 

remember that the secret to success in stocks is not to get scared out of them when they 

inevitably take a turn south,… 



 

…but, as Barron’s penned, “John Buckingham agrees that the portion of a portfolio that’s 

designated to earn returns for five years out and beyond should be pretty much all in stocks, 

‘provided that you have the discipline and patience to stick with it, and that’s a big 

caveat.’…‘There’s just not a lot of excitement in bonds or other fixed-income type investments,’ 

he adds. Dividends typically go up every year, ‘and that’s likely to increase as corporate profits 

grow.’ Bond coupons, meanwhile, are often fixed.” 

The piece also featured seven stocks that we believe are undervalued while generating solid 

income, with Barron’s providing the reminder, “’We are not buying dividend stocks just for the 

sake of dividends,’ says Buckingham. ‘We’re seeking capital appreciation, as well.’” Those 

comments in mind, we offer our readers those seven Barron’s names and 23 other inexpensively 

priced selections, all of which still boast dividend yields above that of the 30-year U.S. Treasury, 

despite record highs on the major market averages. 



 

Stock Updates  

Jason Clark and Chris Quigley offer updates on 7 of our companies that were out with news this 

past week of sufficient importance to trigger a review of their Target Prices (our latest full listing 

of our assessments of fair valuations for all 120+ of our newsletter recommendations was posted 

to theprudentspeculator.com this past weekend). Keep in mind that all stocks are rated as “Buy” 

until such time as they are a “Sell,” while a listing of all current recommendations is available for 

download via the following link: https://theprudentspeculator.com/dashboard/. 

Communications equipment firm Cisco Systems (CSCO – $45.09) earned $0.84 per share in 

fiscal Q1 2020 (vs. $0.81 est.). CSCO had revenue of $13.16 billion, versus the $13.09 billion 

estimate. CSCO shares fell 7% on the news, as guidance for fiscal 2020 included a 3% to 5% 

drop in year-over-year revenue. Even so, adjusted EPS for Q2 is expected to be between $0.75 

and $0.77, which would still be higher than the $0.73 CSCO saw in fiscal Q2 2019. 

CEO Chuck Robbins explained, “We delivered a solid quarter against a challenging macro 

environment. While we’re pleased with this performance, we’re most focused on the 

environment as we move forward. We’ll discuss this more in a moment. What’s happening 

inside Cisco, regardless of the macro, is an unrelenting focus on driving innovation, transforming 

our business and exceeding our customers’ expectations. In Q1, as you’ve seen, we had revenue 
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growth of 2% and double-digit non-GAAP earnings per share growth. We also delivered strong 

non-GAAP gross margins and non-GAAP operating margins, along with solid operating cash 

flow. We continue to invest in innovation and expand our market opportunities, while 

maintaining our commitment to maximizing shareholder return.” 

“Over the last year, many of you have heard me talk about the resilience of the global macro 

environment. However, on our last earnings call, we indicated that we had begun to see some 

weakness, and that weakness continued throughout Q1 and was more broad-based. While the 

main challenges continue to be service provider and emerging markets, this quarter, we also saw 

relative weakness in enterprise and commercial. Despite these headwinds and because of key 

decisions we made 4 years ago to change our business model, we remain well positioned to 

capitalize on the tremendous opportunities across cloud, automation, 5G, security and 

collaboration,” continued Mr. Robbins. “Our transition to software continues to progress, and we 

are on track with where we said we would be at the end of fiscal year 2020. This transition to 

software not only aligns to how our customers want to consume our technology but we also 

believe it will lessen the impact of macroeconomic shifts in the future.” 

While Cisco shares began the year on a tremendous run, the stock price has tumbled since this 

year’s high set in July. Worries surrounding the trade spat with China and a mixed bag from a 

global macro standpoint have weighed on the shares. We are glad to have trimmed the position 

in many of our portfolios earlier this year when the stock was approaching what we then believed 

to be fair value. We only pared the Cisco holdings back to a full position size and we are still 

happy to hold the balance of our stake. Our belief is that shares are still inexpensive, with 

forward earnings projections of at least $3.25 each of the next three years, a forward P/E ratio 

near 14 and a solid 3.1% yield. We continue to find CSCO to be a value-priced stock with decent 

long-term growth potential. Our Target Price is now $60. 

Shares of NetApp (NTAP – $62.87) gained more than 5% last week, no doubt thanks in large 

part to the data storage concern’s fiscal Q2 2020 results. Shares have now risen more than 40% 

including dividends since August 14, which marked the low for NTAP in 2019. NetApp posted 

Q2 earnings per share of $1.09, versus the consensus estimate of $0.94. Revenue was $1.37 

billion, versus the analyst consensus of $1.38 billion. For fiscal Q3, NTAP now expects adjusted 

EPS to climb to $1.14 to $1.22 per share, with revenue in the $1.39 billion to $1.54 billion range. 

Net revenue for fiscal 2020 is expected to drop approximately 8% year-over-year. 

CEO George Kurian said, “Our Q2 FY ’20 results reflect the strength of our business model and 

the value of our innovation. We delivered gross margin, operating margin and EPS, all solidly 

above our guidance ranges. Despite the ongoing macroeconomic uncertainty and the potential for 

continuing unpredictability in enterprise purchasing behavior, the fundamentals of our business 

are strong. I’ve just come from 2 great events, NetApp Insight and Microsoft Ignite, and the 

many conversations I had with customers, prospects and partners both underscore the power of 

our data fabric strategy to differentiate our solutions and highlight our success in reaching new 

customers and buying centers to expand our market share.” 

“I am confident in our ability to return to growth. We will continue to return capital to 

shareholders while investing for the long-term health of the business and capitalizing on our 



unique ability to help customers navigate the complexities of the hybrid multi-cloud,” concluded 

Mr. Kurian. 

We think that NTAP’s business remains highly attractive for our long-term-oriented portfolios, 

given the company’s “Data Fabric” strategy, which unifies different cloud environments and 

provides a consistent data service for customers. Management believes that in addition to 

geopolitical battles getting resolved, the company’s strong relationships with its customers 

should continue to grow. We think the business model remains attractive, as does the reasonable 

valuation (with a forward P/E near 14) and EPS of at least $4.30 expected for each of the next 

three fiscal years. The company has a strong balance sheet and the dividend yield is a generous 

3.1%. Our Target Price for NTAP now resides at $79. 

Walt Disney (DIS – $144.67) launched its Disney+ streaming service on November 12, which 

after some initial difficulties with logins, was broadly considered a success. The company 

reported that it had already accumulated ten million subscribers (including Jason and Chris), 

sending shares up nearly 5% last week, pushing the YTD gain above 30%. 

 

Some subscribers were offered longer-term subscription packages, though the majority are 

probably month-to-month. As such, DIS is going to need to keep the new content flowing in 

order to ensure that users don’t flee. While we think consumers are likely to have more than one 



streaming service, the fight for eyeballs remains fierce. We think it was no coincidence that 

Netflix announced a deal to create and produce a library of content based on Nickelodeon’s 

intellectual property on the same day as the Disney+ launch. 

We think that Disney+ will turn into another cash machine for Disney over time, while the 

company’s content is unparalleled, with the Frozen II movie opening this coming week. While 

streaming competitors like Netflix remain a long way from Value stock territory (Netflix’s 

forward P/E is 58 at present), we continue to think that there is upside in DIS shares, despite their 

forward P/E ratio above 26. Our Target Price for DIS has been hiked to $164. 

Despite what we viewed as a very solid fiscal 2020 Q3, shares of discount mega-retailer 

Walmart (WMT – $118.87) edged down on the week. Adjusted EPS for the period came in at 

$1.16, versus consensus analyst estimates of $1.09. WMT had sales of $128 billion which trailed 

the average forecast of $128.7 billion, with revenue negatively impacted by currency headwinds 

that were essentially twice as much as management was expecting. Walmart had U.S. comp-store 

sales growth of 3.2%, and on a two-year-stacked basis, comp-store sales increased by 6.6%. U.S. 

eCommerce sales grew 41%, propelled by online grocery. Net sales at Walmart International 

were $29.2 billion, an increase of 1.3%, but excluding currency, they tallied $30.2 billion, an 

improvement of 4.8%. The inclusion of Flipkart and strength in Walmex and China was offset by 

softness in the U.K. 

CEO Doug McMillon commented, “We’re pleased with our performance for the quarter. Our 

associates are responding to change in an inspiring way, and we’re proud of them. The Walmart 

U.S. business saw strong comp sales and expense leverage, and operating income grew for the 

sixth consecutive quarter. We also celebrated the first anniversary of Flipkart and PhonePe as 

part of the Walmart family. It was great to see record sales in India during The Big Billion Days 

event. Looking ahead, we’re prepared for a good holiday season. Our integrated offering with 

stores and eCommerce delivers value and convenience for our customers. Our associates are 

working hard to ensure we succeed – one customer, one interaction at a time.” 

Walmart continues to fight a very good fight against Amazon, with its NextDay delivery service 

from Walmart.com covering a large portion of the U.S. population. Additionally, WMT 

announced its Delivery Unlimited grocery delivery membership was expanded to 1,400 U.S. 

stores and the company launched InHome Delivery in three U.S. cities covering more than one 

million customers. 

We know that WMT’s competitive landscape will only get more intense versus rivals Amazon, 

Target (TGT – $113.31) and numerous other players. Still, we continue to think that the steps 

the company has taken over the last few years to transform itself have built a strong foundation 

for long-term success. We continue to like that WMT generates strong free cash flow and 

remains committed to returning capital to shareholders via buybacks and dividends. Our Target 

Price has been increased to $130. 

Semiconductor equipment manufacturer Kulicke & Soffa (KLIC – $24.15) posted earnings per 

share of $0.14, versus the $0.10 estimate, in fiscal Q4 2019. KLIC had sales of $139.8 million, 



versus the $140.3 million estimate. Shares fell by 4% following the announcement, though the 

YTD gain remains above 19%. 

KLIC CEO Fusen Chen commented, “Since the March quarter, we observed a greater recovery 

in our overall businesses, improved field utilization rate, increased demand within both capital 

equipment and APS segment, continued progress within our advanced packaging process, and 

we recognized revenue of several PIXALUX and micro and miniLED systems. Considering this 

improvement and the state of our industry, we will include a comparison from the March 

quarters in addition to sequential comparisons to provide a broader perspective during today’s 

call. In parallel with improving market conditions, we continue to operate very efficiently, 

generating strong gross margin and executing on near-term cost-saving opportunities without 

jeopardizing our ongoing development projects. As we look ahead, we remain focused on 

customer engagement and operational readiness of our new products and are very confident of 

our competitiveness in this new market.” 

KLIC has $97.1 million left on its share buyback program and spent $15 million on repurchasing 

680,000 thousand shares in fiscal Q4. Over the past five years, KLIC has repurchased 17.2 

million shares for $302.8 million. We like that KLIC has its “hands” in many new areas of 

technology: 5G, automotive, Internet of Things and solid-state memory. We also are pleased that 

KLIC is working to maintain and expand margins, while investing heavily in R&D. KLIC has a 

diversified customer base and opportunity to switch to advanced packaging as nodes continue to 

shrink. Analysts expect EPS to grow from $0.28 in 2019 to more than $2.00 in 2021. In addition, 

KLIC yields 2.0%. Our Target Price has been bumped up to $28. 

German letter and parcel carrier Deutsche Post AG (DPSGY – $37.86) posted earnings per 

share of $0.50, versus the $0.52 estimate, in fiscal Q3 2019. DPSGY had total revenue of $17.3 

billion, versus the $17.0 billion estimate. Shares rose 4.9% last week as the company said it 

wants to continue to raise prices and expects to benefit if trade-related headwinds wane. 

CFO Melanie Kreis commented, “As planned for 2019 we saw acceleration in earnings 

momentum. We see that our measures have a positive effect on costs and pricing despite 

uncertainty in the market environment, on that basis we are very optimistic with respect to the 

guidance for 2019 and the near future.” In dollar terms, DPSGY expects adjusted EBIT between 

$4.42 billion and $4.75 billion in 2019, with free cash flow above $552 million. 2020 EBIT is 

expected to come in north of $5.52 billion. 

We believe that DPSGY (which sports a net trailing yield of 3.3%) can benefit from the 

Amazon-style online shopping that hasn’t taken over Europe yet, as well as its leading position 

in more profitable European express and parcel mail (most other carriers haven’t diversified yet 

in Europe). While DPSGY is required to get government approval for price hikes, we think that 

improving parcel mix and a growing market share can boost the stock meantime. The stock now 

trades for 16 times estimated earnings and for less than 70% of projected sales, while offering 

our broadly diversified portfolios unique European exposure. Our Target Price for DPSGY is 

now $53. 



Despite reporting fiscal 2019 Q4 results that trailed consensus analyst expectations, shares of 

Tyson Foods (TSN – $90.33) surged more than 9% last week as management said it believed 

fiscal 2020 would be very strong for its operations. For Q4, the protein producer posted revenue 

of $10.88 billion (vs forecasts looking for $10.99 billion) and adjusted EPS of $1.21 came in 3% 

short of projections. The overall miss was driven by a lower-than-forecast quarter in prepared 

foods due to raw material inflation and distressed inventory sales. 

“Fiscal 2019 was highlighted by significant progress in our strategy to grow our business through 

differentiated capabilities, delivery service and value to our customers, and sustain our company 

and our world for future generations,” said CEO Noel White. “We expanded our global footprint, 

launched innovation in our iconic brands and our new alternative protein brand, and prepared for 

future growth by investing in technology and infrastructure.” 

 

Looking ahead, Mr. White added, “We’re very optimistic about fiscal 2020, and we currently 

expect to meet or exceed our long-term earnings algorithm of high single-digit adjusted earnings 

per share growth as we’re well positioned to take advantage of opportunities in the global 

marketplace.” 

The company also said that it expects the havoc caused by the African Swine Fever, which has 

severely impacted Chinese pork production, to continue to be felt for years to come, which will 



likely keep pork prices elevated, benefiting Tyson. Additionally, TSN said that its plant-based 

nuggets from its Raised & Rooted business, a key competitor to headline grabbing Beyond Meat, 

is now available in 7,000 stores, almost double the number of stores since the last quarterly 

report, with an expanded presence at food-service companies. Further, blended Raised & Rooted 

burgers, made with a mix of Angus beef and plant protein, began shipping this month. 

“Alternative protein projections remain strong, and we’re well-positioned to lead in this growing 

space,” concluded Mr. White. 

Besides the potential for higher protein prices and the high-margin Prepared Foods segment, we 

like that TSN is working on capturing some of the momentum in the fast-growing alternative 

proteins category. Given the relationships the company boasts, along with its preparation 

facilities and logistics, we would think that with the right offerings, Tyson could really pressure 

the Beyond Meat’s of the world. We also believe that in the future chicken can take share from 

other protein sources as it offers a relatively better cost and health profile to consumers. And, 

increasing protein consumption around the globe, especially in emerging economies, should 

provide a solid footing for top-line growth. Despite the stock price being up some 70% this year, 

TSN currently trades at 13.5 times NTM EPS and carries a dividend yield about equal to that of 

the 10-year U.S. Treasury. Our Target Price for TSN has been boosted to $104. 

 


