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Market Review 

It was a terrific start and an excellent end to the trading week just completed, but we very much 

could have done without those three days in the middle. When all was said and done, the Dow 

Jones Industrial Average turned in a sizable drop of 5.55% on a price basis,… 



 

…while Value stocks gave back a sizable portion of their recent outperformance, with the 

Russell 3000 Value index suffering a negative total return of 7.16%, versus a 3.22% pullback for 

the Russell 3000 Growth index. 



 

Of course, Thursday’s massive 1862-point plunge in the Dow was a doozy. In fact, it was only 

the 34th day in the last 90-plus years where the popular market gauge fell by 6% or greater, with 

those giant daily declines, on average, proving to be relatively short-lived throughout history,… 



 

…and the not-so-grand subsequent experience during the Great Depression carnage presented in 

the chart above tempered significantly if dividends and their reinvestment were included. 



 

And, bringing things back to the present day, it wasn’t as if there were new negative revelations 

to point to as catalysts for the Thursday plunge, as we might argue that the news heading into 

trading that day was relatively favorable. 



 

True, many will counter that the Federal Reserve was not as upbeat as they would have liked in 

comments that accompanied the FOMC decision to keep the Fed Funds rate at a range of 0% to 

0.25%,.. 



 

…while Fed Chair Jerome H. Powell threw cool water on the week prior’s shockingly robust 

2.5-million-job creation number for May, saying that it was a “welcome surprise,” but adding, 

“We hope we get many more like it, but I think we have to be honest, that it’s a long road.” 



 

Of course, we think long-term-oriented investors should have taken some comfort in that Chair 

Powell asserted, “We are strongly committed to using our tools to do whatever it takes to provide 

some relief and stability,” while longer-run projections on U.S. GDP growth, unemployment and 

inflation remain virtually unchanged from pre-COVID-19 Federal Reserve Board member 

estimates offered back in December. 



 

Certainly, we understand that the 6.5% GDP contraction now predicted by the Fed this year is 

awful, and the dismal near-term outlook is also shared by the Organisation for Economic Co-

operation and Development (OECD),… 



 

…and the World Bank… 



 

…but a significant domestic and global recovery is very likely to take place in 2021, while 

economic statistics here at home have been coming in less worse, with small businesses and 

consumers last week saying that they were feeling a bit more optimistic about the future. 



 

Obviously, there is little to cheer about on the economic front in regard to the absolute values of 

the numbers we have been seeing. Further, we agree with the Fed Chair that it is a long road 

ahead, and we know that there will be more than a few bumps along the way. However, we like 

that the Fed stands ready to do what it takes to support growth, while we were intrigued by Mr. 

Powell’s comments on Wednesday, “We’re not thinking about raising rates. We’re not even 

thinking about, thinking about raising rates,…” 



 

… as we continue to believe that low interest rates are very supportive of equity prices,… 



 

…as was the case coming out of the Great Recession when the yield on the Schwab Value 

Advantage (SWVXX) money market fund hit the same 15 basis points that it resides at today in 

June 2009, just as that period’s contraction was ending. No guarantees that the National Bureau 

of Economic Research (the NBER just last week declared that the current recession began in 

February) will determine that the latest downturn will end this quarter, but it is hard to fathom 

that Q3 would be worse than Q2 as economies around the country and the world have gradually 

reopened. 



 

While we remain optimistic on the long-term prospects for our broadly diversified portfolios of 

what we believe to be undervalued stocks, we realize that many Wall Street professionals are 

very worried about the influx of new investors who seemingly are chasing stocks as if the stock 

market were a casino. It is hard to argue that some of the day-trading that has gone on smacks of 

blatant gambling, such as the infatuation with bankrupt Hertz that actually has allowed the car 

rental giant to try to sell $1 billion of equity, even as those dollars taken in will likely make their 

way quickly to creditors as the common equity is eventually wiped out in the bankruptcy 

process. 

The Wall Street Journal also reported last week, “Online brokers are being flooded with new 

customers. About 1.2 million retail clients started new brokerage accounts at Fidelity 

Investments between March and May, a 77% increase from the same period last year. TD 

Ameritrade Holding Corp. reported 608,000 new funded accounts in the three-month period 

ending March 31, a 249% increase from the year-earlier period. In March alone, new and 

existing retail clients opened 426,000 funded accounts, the company said. TD Ameritrade said it 

is registering growth in customers younger than 35. Online broker Robinhood Markets Inc., 

which said the median age of clients is 31, has increased its customer base 30% through the first 

four months of the year.” 



Not surprisingly, market naysayers are equating the recent influx of neophyte investors to what 

took place during the day-trading-infused dot-com bubble,… 

 

…the bursting of which in March 2000 proved to be wonderful for very inexpensive stocks, 

many of which we are championing today. 



 

While we note that more-recent mutual fund flow data showed an influx of dollars into U.S. 

equities last week, just in time for those new purchases to be quickly underwater, other sentiment 

indicators we watch are flashing contrarian buy signals, rather than warning signs. 



 

No doubt, the medical news will be front and center as COVID-19 cases, hospitalizations and 

deaths are bound to pick up, especially in the U.S., in the wake of the social protests, the 

reopening of businesses and the relaxing of social distancing,… 



 

…so we expect volatility to continue to be very elevated. We have to be braced for a deeper 

pullback than what was seen last week, with the equity futures pointing to a big selloff when 

trading resumes this week, but we will close our Market Review with the reminder that, despite 

the ups and downs, equities have proved very rewarding for those with a long-term time 

horizon,… 



 

…while stocks have rebounded in the fullness of time from all sorts of scary situations 

throughout history and we do not think COVID-19 and the Great Lockdown will prove to be any 

different. 



 

Stock Updates  

There was little in the way of individual stock news last week worthy of discussion, but Jason 

Clark, Chris Quigley and Zach Tart look at one of our companies that posted quarterly results, 

while we offer a table below of the year’s biggest laggards, many of which have caught a bid 

since the renewed interest in Value stocks began on 5.15.20. 



 

Readers should keep in mind that all stocks are rated as a “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/. 

Shipping concern Tsakos Energy Navigation Ltd. (TNP – $2.45) posted Q1 results last week 

well below that of seemingly overly optimistic Street estimates. The marine shipper earned $0.12 

per share, versus the $0.45 expected by analysts. Shares skidded with the broader market for 

much of the week, closing Friday down nearly 10%. Looking beyond the headline number, 

Tsakos incurred a $16 million fuel-hedging cost in the reporting period, which management says 

has already reversed itself. Taking more than $0.16 of earnings per share from this charge into 

account, operating results appear quite strong. Utilization of the fleet has approached 97% of 

late, as contango (the spot oil price is lower than the futures price which has generated an upward 

sloping forward curve) in the oil market has contributed to strong tanker rates for much of the 

year, and has allowed the company to enter two additional lucrative long-term charters. 

“In the first quarter of 2020, the pandemic was accompanied by a strong tanker market that 

continued well into the second quarter. During that period, TEN fixed long-term charters for its 

vessels that will secure positive returns for the remainder of the year and beyond,” TNP COO 

Mr. George Saroglou explained. “Management continues to be in discussions with first-class 

charterers for similar accretive employments to safeguard cash flow visibility, a core element in 

https://theprudentspeculator.com/dashboard


TEN’s strategy. The safety of our seafarers was, is and remains our top priority as TEN 

continues its long established and market tested operating model to achieve the highest 

utilization levels and long-term profitability. This is the fourth and most challenging crisis we 

have successfully navigated in 28 years of operations. We would like to thank all our colleagues 

for their efforts during these extraordinary times and wish them to remain safe and healthy.” 

Given confidence in recent and prospective business prospects, management has declared a 

special dividend of 2.5 cents to be paid in late June along with the regular 5 cent dividend 

declared back in March. The company also plans to buy back $50 million of preferred equity in 

Q3 and has hinted at acquisitions coming down the pike. We also note that shares will undergo a 

1-for-5 reverse split on July 1. While we would typically look down on such an action 

(particularly for businesses in the shipping industry), management has stated its intentions for the 

split as an effort to drive interest in shares from the broader investment community. Of course, 

this fails to fundamentally alter the value of the enterprise, although institutions are often unable 

to participate in issues trading at under $5 per share. 

Shipping remains an inherently volatile business, and Tsakos certainly is a more-risky holding in 

our broadly diversified portfolios. That said we continue to like our smallish exposure to the 

name, given significant possible upside in the right conditions. We also like management’s stated 

efforts to de-risk the capital structure through plans to reduce debt, while also managing business 

risk by utilizing long-term charters with profit sharing arrangements. Shares offer a go-forward 

dividend yield of 4.1%. We have adjusted our Target Price lower to $4.65. 

 


