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Market Review 

A little more housekeeping before this week’s missive. As discussed on our August 28 Sales 

Alert, we sold the following on Tuesday, September 1: 93 Deere (DE – $211.34) at $214.208 

and 86 Microsoft (MSFT – $214.25) at $226.40 in TPS Portfolio; as well as 17 MSFT for 

Buckingham Portfolio at $226.40. We will use that price for the 32 and 56 Microsoft shares 

respectively liquidated in our hypothetical Millennium Portfolio and PruFolio. 

Also, as discussed in the September edition of The Prudent Speculator, we bought the following 

for our newsletter portfolios on Friday, September 4. 

TPS Portfolio 

78 Benchmark Electronics (BHE – $20.36) at $20.0632 

185 NetApp (NTAP – $46.40) at $46.455 

1,180 World Fuel Services (INT – $25.17) at $25.2786 

Buckingham Portfolio 

111 Pinnacle West Capital (PNW – $72.40) at $72.2743 

Millennium Portfolio 

100 Comerica (CMA – $41.47) at $41.66 

1,041 Hewlett Packard Enterprises (HPE – $9.59) at $9.60 

PruFolio 

182 Honda Motor (HMC – $26.01) at $25.88 

129 Snap-on (SNA – $151.22) at $153.92 

***** 



We hope everyone is having (or had) a happy and safe Labor Day Weekend. With the calendar 

having turned to September,… 

 

…the last two trading days of the week just ended provided another reminder that stock prices 

move in both directions, with the S&P 500 at its low point on Friday down more than 5% from 

where it ended on Wednesday. True, that benchmark finished the two days off “just” 4.3%, but 

nine decades of market history show that there have been 303 declines of 5% on a closing basis 

without an intervening 5% advance, meaning that such a drop occurs more than three times a 

year on average. 



 

We do not mean to downplay the severity of the skid, as Thursday was a brutal day no matter the 

brand of long equity investing to which one subscribes, but we certainly liked that Value stocks 

held up far better than Growth. Indeed, thus far in September, the Russell 3000 Value index is 

off 0.36% versus a 3.96% tumble for the Russell 3000 Growth index, while the average stock in 

the Russell 3000 index is down a relatively modest 0.39%. 



 

Indeed, it is a market of stocks and not simply a stock market, as capitalization-weighted indexes 

can be skewed by the performance of a handful of constituents. It is a similar story for the 

venerable price-weighted Dow Jones Industrial Average. For example, the three stocks added to 

the Dow last week, Amgen (AMGN – $248.40), Honeywell Int’l and Salesforce.com, cost the 

market gauge 150 points, given the trio’s combined $22.81 in price decline and the current Dow 

Divisor of 0.15199. The math quickly becomes complicated, but we suppose that we should give 

the folks at Dow Jones some credit, as the price-weighting of the index spared the Dow a loss of 

76 more points on the drop in the post-four-for-one-split Apple (AAPL – $120.96) shares, while 

losses on the three stocks booted from the index, Pfizer (PFE – $36.36), Raytheon and Exxon 

Mobil (XOM – $39.08), would have amounted to 28 Dow points. 

Of course, we understand that popular benchmarks like the Dow and S&P 500 are often good 

proxies for the overall market. However, the table above showing a negative year-to-date total 

return of 6.1% for the average stock in the Russell 3000 and the table below showing the massive 

dispersion of returns following the bursting of the Tech Bubble vividly illustrate that what is 

suggested by index returns may not be what is happening in our broadly diversified portfolios. 



 

And, the market environment has been fascinating this year in that the mega-cap tech stocks that 

have driven the Russell 3000 index to a 6.9% year-to-date total return arguably have been major 

beneficiaries of the COVID-19 pandemic and the Great Lockdown, while far more stocks are 

economically sensitive and have been battered and bruised. 

As such, better news on the health front, be it continued progress on COVID-19 vaccines and 

therapeutics, and, hopefully, slowing case and mortality rates,… 



 

…and positive developments on the state of the economy would seemingly support a renaissance 

for Value, wherein we think that the opportunity is on par with what was seen in March 2000. 

Happily, economic data out last week generally was better-than-expected, be it on factory orders 

and auto sales,… 



 

…the outlook for the manufacturing sector,… 



 

…and even the state of the service sector,… 



 

…while the labor report for August had relatively favorable numbers in terms of all-important 

payrolls,… 



 

…and the unemployment rate. 



 

The near-term outlook for GDP growth continues to climb,… 



 

…with even Jerome H. Powell sounding a little more upbeat when queried on Friday in an NPR 

interview: “The speed of the recovery appears to be slowing. Do you agree that it’s slowing? 

And does that call for some change on your part?” 

The Federal Reserve Chair responded, “I don’t know that it is slowing. I would say today’s jobs 

report was a good one. Through May and June, we got quite a few people back to work. I’d say 

that the recovery is ongoing. It may be continuing at about the same pace. I think we’re not really 

going to know the pace of the speed of the recovery with any clarity for a couple more months. 

But certainly the healing in the jobs market continues apace. Today’s jobs report, unemployment 

rate declined to 8.4%. More than a million jobs were created. Again, that’s not as many as were 

created in May and June, but that’s because more and more people are going back to work. So I 

guess I would just say the recovery is continuing. We do think it will get harder from here — 

because of those areas of the economy that are so directly affected by the pandemic still. The 

places where, you know, flying in airplanes and things like that, where still economic activity is 

going to be very low. There’s going to be a long period, we believe, where we’ll have to take our 

time and see those people get back to work.” 



 

In that same interview, Mr. Powell made it clear that interest rates were likely to remain low for 

an “extended period of time,” and that the Fed will remain highly accommodative for “years,” all 

of which, we believe provides significant support for equity prices. 



 

We continue to believe folks should be steering more money toward stocks, but, outside of those 

aforementioned mega-cap tech names this year, that does not appear to be the case, given that 

there is still $4.5 trillion (up from $3.6 trillion at the start of the year) sitting in those near-zero-

yielding money market funds, while those on Main Street are showing little interest in U.S. 

equities. 



 

And for those looking to put money to work, we have put together two lists, culled from all our 

newsletter recommendations solely based on index membership status. Noting that we do not 

discriminate by arbitrary Value/Growth labels in our stock selection, even as the metrics 

associated with our managed account portfolios very much skew to the inexpensive side of the 

ledger,… 



 

…the following two-dozen stocks arguably might benefit should Growthier strategies remain in 

vogue,… 



 

…while these 32 names exhibit characteristics associated with the best performing index in the 

years post March 2000. 



 

Stock Updates  

It was a relatively quiet week for individual company news, but Jason Clark, Chris Quigley and 

Zach Tart look at two of our companies that had developments of sufficient importance to merit 

a Target Price review. Keep in mind that all stocks are rated as a “Buy” until such time as they 

are a “Sell.” A listing of all current recommendations is available for download via the following 

link: https://theprudentspeculator.com/dashboard/, and we offer the reminder that any sales we 

make for our newsletter strategies are announced via our Sales Alerts. 

Kimco Realty (KIM – $12.66) declared its first dividend last week since discontinuing the 

previous payout back in May. The distribution is $0.10 and payable on 9.24.20 to shareholders of 

record as of 9.10.20. According to a recent update, 76%, 82% and 85% of respective June, July 

and August rents have been collected. In addition, the firm says that approximately 96% of 

tenants, based on annualized base rent (ABR), are currently open, including those that are 

operating on a limited basis. And, approximately 2% of ABR has been granted rent deferrals for 

the month of August, compared to 18% of pro-rata minimum base rent at the end of June. 

CEO Conor Flynn commented, “In light of the company’s financial performance, including the 

improving level of rent collections, excellent liquidity position and the recent affirmation of our 

https://theprudentspeculator.com/dashboard/


investment grade credit rating, this dividend declaration reflects the Board’s confidence in the 

strength and quality of our portfolio and its ability to provide successful last mile fulfillment 

opportunities for our tenants and shoppers. Declaring our dividend at this initial level accounts 

for the dividends already paid in 2020 and reflects continued focus on maintaining a strong 

balance sheet and financial flexibility. The Board will continue to monitor Kimco’s financial 

performance and intends to declare additional dividends on common shares in 2020, as needed, 

of at least the minimum amount required to maintain compliance with Kimco’s REIT taxable 

income distribution requirements. We expect to establish a more normalized and well-covered 

dividend level based on our adjusted funds from operations and REIT taxable income in 2021.” 

Shares are up 45% since the low in April, but like much of the U.S. economy, Kimco has 

certainly dealt with its share of challenges in the wake of COVID-19. We continue to like the 

shopping center REIT’s financial strength (the firm maintains an investment grade credit rating) 

and note that some of its top tenants (Home Depot, Albertsons, & TJ Maxx) have been strong 

performers throughout the pandemic. We also think that KIM might have an opportunity to raise 

rents over the next several years as close to half of current normalized gross rents are due for 

renegotiation by 2025. The new dividend payout results in a yield of 3.2%. Our Target Price is 

$18. 

Broadcom (AVGO – $362.95) added 5% after beating analyst expectations for fiscal Q3 2020. 

AVGO earned an adjusted $5.40 per share, versus the analyst consensus of $5.22. Revenue was 

$5.82 billion, versus $5.77 billion that was projected, while the company’s gross margin was 

74%. Management attributed the top- and bottom-line beats to being well-positioned for a work-

from-home environment, which pushed cloud and telecom companies to rapidly update their 

networking and broadband infrastructure. Shares have gained 18% this year, despite the late-

week technology sector swoon. 

CEO Hock Tan explained, “The strength of our broad and diversified portfolio of leadership 

technology franchises led to record third quarter revenue for Broadcom despite these uncertain 

times we continue to operate in. We expect to soon start from benefiting from the transition to 

5G and new product ramps later this year. While there continues to be ebb and flow in the parts 

of our business linked to enterprise, this is somewhat offset by the highly recurring revenue of 

our infrastructure software divisions. So as a result, we remain confident in the strategy we have 

laid out over the past several years, delivering sustainable revenue and significant cash flow 

margins while remaining focused on total shareholder return.” 

Mr. Tan added for fiscal Q4, “We expect net revenue to be $6.4 billion, up 10% sequentially 

from Q3. This reflects an approximate mid-teens percentage sequential projected revenue 

increase in the semiconductor solutions side and a low single-digit percentage sequential revenue 

increase in infrastructure software.” The company continues to build on its trio of TPS stock 

purchases, CA, Symantec and Brocade, despite the hit-or-miss IT spending environment. Mr. 

Tan said that core account bookings grew double-digits year-over-year for CA, Symantec 

contributed $400 million to the top line and Brocade was up 3% year-over-year despite a 

“significant” sequential revenue drop. 



Broadcom cut its debt load by nearly $2 billion to $44 billion in Q3, after having run it up to 

make acquisitions. Approximately $6 billion of debt was refinanced at lower rates, pushing the 

average maturity out to six years, while the average rate is now below 3%. Mr. Tan has a history 

of strong execution, while shares still trade for very reasonable valuation metrics, including a 

forward P/E around 15 and free cash flow yield near 7%. AVGO sports a very generous dividend 

yield of 3.6% and nearly $9 billion of cash on hand leaves management with plenty of flexibility. 

Our Target Price has been hiked to $423. 

 


