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Market Review 

Happy Thanksgiving to all of our readers…and a little housekeeping before this week’s missive. 

As discussed on our Sales Alert on Wednesday, we waited our usual two days and then sold and 

bought the following on Friday for our real-money newsletter portfolio: 

TPS Portfolio 

Sold 376 Walgreens Boots Alliance (WBA – $37.53) at $37.21 

Bought 190 CVS Health (CVS – $66.39) at $66.037 

We will use the $37.21 fill price for our liquidation of 464 WBA in our hypothetical portfolio, 

PruFolio. 

***** 

While the trading week ended on a sour note, it was not a bad five days of trading…for Value-

oriented strategies, with the Russell 3000 Value index advancing 0.25%, compared to a 0.73% 

dip in the S&P 500 and a 0.65% decline in the Dow Jones Industrial Average. 



 

True, a 0.25% return for the week does not sound grand, but were that figure to be repeated for 

each of the next 51 weeks, the annualized gain would be 13.86%, a tad better than the historical 

12.7% annualized rate of return for Value stocks dating back to 1927. 



 

Of course, while headlines on the health front were very good for the intermediate and long term, 

with Moderna seeing a 94.5% efficacy rate for its mRNA-1273 vaccine, and Pfizer/BioNTech 

submitting a formal application to the FDA for their COVID-19 vaccine,… 



 

…the number of coronavirus cases around the world has soared,… 



 

…and the news last week was miserable in terms of what is in store for the U.S. over the next 

few weeks, even as there was talk this weekend that vaccinations could start December 11 and 

December 12. 



 

Certainly, there are no guarantees that life gets back to normal by May of next year as Dr. Slaoui 

and Dr. Fauci both suggested might be possible, assuming most people get vaccinated with a 

highly efficacious vaccine, and the near-term business outlook is clouded by new lockdowns 

around the country, but the U.S. economy continues to hold up well. Yes, business is hardly 

booming, aside from the housing sector,… 



 

…but numbers on manufacturing remain solid,… 



 

…while the consumer has also hung in,… 



 

…even as millions of folks remain out of work. 



 

Despite all the uncertainty, most are still projecting that U.S. GDP will expand in the current 

quarter, be it the Conference Board,… 



 

…or the Atlanta Fed,… 



 

…with the continuation of the economic recovery from the horrific Q2 collapse an additional 

reason for folks to be favoring Value-oriented strategies as we head into 2021 and beyond. 



 

Interestingly, investors have decided they like stocks a little better this month,… 



 

…and there is plenty of money still hiding out in fixed income that could fuel a continuation of 

the equity rebound,… 



 

…especially with more than $17 trillion parked in the supposed safety of negative yielding 

government bonds. 



 

After all, stocks remain extraordinarily attractive from an income perspective, relative to yields 

available on competing investments,… 



 

…while dividends historically have grown over time,… 



 

…as have corporate profits. 



 

As such, it shouldn’t be a big surprise that the financial press has started to rediscover the value 

of dividends. 



 

Stock Updates  

While Value has enjoyed some time in the sun over the last four months, there are still numerous 

inexpensive stocks in the red for the year. 



 

Jason Clark, Chris Quigley and Zach Tart look at 8 of our companies that had developments of 

sufficient importance to merit a valuation 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/. We also offer 

the reminder that any sales we make for our newsletter strategies are announced via our Sales 

Alerts. 

Pfizer (PFE – $36.70), in partnership with BioNTech, is front and center in the race to develop a 

COVID-19 vaccine, with the two firms having applied for emergency-use authorization from the 

FDA on Friday. We expect there to be a high probability of approval which may allow a vaccine 

to be available to high-risk groups as early as mid-December. The news is fantastic for the public 

at large, but we expect the host of competition in the vaccine race (Johnson & Johnson, 

AstraZeneca, Moderna and others) to cap significant upside for investors. Moderna appears not 

far behind with the its own mRNA therapeutic, which is 94.5% effective. 

Additionally, the spinoff of Pfizer’s Upjohn segment into a new company known as Viatris 

(VTRS – $17.13) completed last week and began trading as its own entity. Pfizer stockholders 

received approximately 0.124079 shares of Viatris common stock for every one share of PFE 

held as Upjohn was merged with Mylan N.V. in the process. Viatris has over 1,400 therapeutics 

https://theprudentspeculator.com/dashboard/


(which includes several of Pfizer’s more established drugs like Lipitor, Celebrex and Viagra), 

with its products sold in 165 countries and expected revenue in the ballpark of $19 billion to $20 

billion. With over $4.00 of earnings per share expected by analysts in each of the next few years, 

we think VTRS shares are attractively priced, and we intend to hold the new position for the time 

being. While the Upjohn divestiture creates understandable questions for investors for the 

remaining company, we still believe that the market under-appreciates New Pfizer’s emerging 

pipeline of products and management’s increasing confidence in its organic growth potential. We 

also like that during these unprecedented times, the company generates solid free cash flow. 

With a yield of 3.9%, our Target Price for PFE now stands at $49. We do not yet have a Target 

Price for VTRS. 

Family-oriented department store operator Kohl’s (KSS – $28.41) posted a quarterly profit of 

one penny per share in fiscal Q3 2021 compared with an expected loss of 44 cents. Kohl’s had 

revenue of $3.78 billion, below the analyst consensus of $3.87 billion. Although the pandemic 

continued to weigh on the company’s operations in the quarter, management reported that the 

business environment is strengthening. Happily, KSS expects to reinstate the dividend in the first 

half of 2021. 

“For the quarter, we were particularly pleased with the continued strong positive growth in our 

home and toys businesses as well as our performance in active and beauty. We are encouraged 

by these trends given that these categories grow in importance over the holiday season and they 

are a key part of our strategy going forward,” explained CEO Michelle Gass, “Kohl’s has always 

been known as a holiday destination and this year will be no different, despite COVID altering 

all aspects of customer expectations. We entered the holiday season well-positioned and 

prepared, amplifying our omnichannel capabilities to serve and support our customers. Given the 

heightened role of digital this year, it will be more important for us to further drive awareness of 

our store and curbside pickup services. Ship from Store will also continue to be critical in 

supporting our omnichannel network, and we are more than doubling the number of stores 

carrying incremental inventory to fulfill digital orders during peak. While we feel good about our 

inventory position, we are actively monitoring the supply chain. We are operating very safely 

and we expect many customers will shop in our stores. We implemented extensive health and 

safety measures earlier this year and have put in place additional precautions to ensure store 

cleanliness and to support social distancing during this busy time of the year.” 

Ms. Gass closed, “I continue to be very proud of how our organization is navigating through the 

COVID-19 pandemic. Our third quarter results exceeded our expectations with significant 

sequential sales and profitability improvement. Our performance also showcased the power of 

our business model, specifically our cash flow-generating capabilities despite facing pandemic-

driven headwinds. We’ve also learned to run the business with greater speed, agility and 

creativity during this pandemic, which will continue to benefit us going forward. The ongoing 

disruption in the retail industry presents significant market share opportunities and we are 

aggressively taking advantage of that. We began to redeploy our competitive store closure 

strategies during Q3 and we are pleased with the initial traction we are seeing.” 

CFO Jill Timm added, “Going forward, we will continue to look for cost savings opportunities. 

And we are also committed to disciplined capital management. This is a hallmark of ours and we 



remain focused on managing the business to sustain our investment-grade rating. We showcased 

this in the third quarter through significant cash flow generation, debt reduction and now 

disclosing our plan to reinstate a dividend in the first half of 2021. We’ll be thoughtful on how 

we reinstate a dividend, taking into account the payout ratio and yield as well as our intent to 

sustain and grow it over time. We also see opportunities to do some liability management in 

2021 to further improve our leverage profile.” 

 

KSS has $1.9 billion of cash and $6.5 billion of long-term debt on its balance sheet. The 

company’s credit facilities have $500 million available should the latest round of lockdowns 

impact Kohl’s sales more than expected. Earnings estimates remain are all over the map and 

make period-over-period comparisons difficult. Analysts still expect a loss per share in fiscal 

2021 around $2.80, but that’s expected to improve to a profit of $2.35 or so in 2022 and $2.65 in 

2023. We think that additional challenges loom on the horizon for KSS, especially if the surge in 

COVID is prolonged or worse than earlier in 2020, but we continue to thing Kohl’s is a survivor 

in the retail world that will thrive when the pandemic has passed. Our Target Price for KSS now 

stands at $45. 

Discount supermarket and superstore chain Walmart (WMT – $131.63) announced strong fiscal 

Q3 2021 results that benefited from larger ticket sizes in the U.S. (24% higher) compared to the 



same quarter last year, which more than made up for the 14% contraction in the number of 

transactions as folks continue to make fewer trips to the store. The firm earned $1.34 per share, 

much higher than the $1.18 estimate, on sales of $134.7 billion (vs. $132.4 billion est.). The 

$600 million of incremental costs related to COVID-19 were much lower than the $1.5 billion 

the previous quarter, while eCommerce sales grew 79%. Cash flow remains very strong as the 

retailer produced $23 billion in the period, more than $8 billion higher than last year. Shares 

were essentially flat on the week but are up 25% year-to-date. 

CEO Douglas McMillon commented, “With the outbreak of COVID-19, the retail world clicked 

to a fast forward, and our ability to adapt quickly has been crucial. Changes in customer behavior 

have accelerated the shift to eCommerce and digital. We were well positioned to catch and ride 

these waves given our previous work and investments. Our eCommerce and omnichannel 

penetration continue to rise, accelerating trends by 2 to 3 years in some cases. We’re convinced 

that most of the behavior change will persist beyond the pandemic and that our combination of 

strong stores and emerging digital capabilities will be a winning formula. Customers will want to 

be served in a variety of ways, and we’re positioned to save them money, provide the variety of 

product choices they’re looking for and deliver the experience they choose in the moment.” 

Walmart shed several of its international businesses in the quarter, including those in the U.K., 

Japan and Argentina. CEO of Walmart International Judith McKenna commented on the firm’s 

international strategy, “We’re going to continue to focus [a] market at a time. Our priority 

markets are clear: India, China, Mexico and Canada. But actually, every market that we have 

plays a role in the portfolio in some way. And I think the Japan deal is a really good example, 

announced on Sunday, of really how we can bring together people not only to do a digital 

transformation for Japan, but more importantly, how much Walmart can continue to learn in that 

relationship as well. And we continue a relationship with them on a commercial basis in respect 

of providing global sourcing. This is a really new type of model that we’re creating for 

International.” 

Competition is fierce within retail, but we applaud Walmart for its continuous transformation to 

build an omnichannel presence, aided by a dense network of stores and a new Walmart+ program 

to compete with Amazon Prime. And while under pressure through the pandemic, we continue to 

think investments in Jet.com, Flipkart, JD.com and others lengthen the retailer’s runway for 

growth into the future. WMT generates strong free cash flow and maintains a strong financial 

footing, while the company remains committed to returning capital to shareholders. The dividend 

yield is 1.4%, with the next declared payment of $0.54 due in January. Our Target Price for 

WMT now stands at $164. 

Shares of Lowe’s Cos (LOW – $149.93) sank 6% on Wednesday as the home improvement 

retailer released financial results for fiscal Q3 2021. Perhaps expectations had become too rosy, 

even as Lowe’s grew sales (to $22.3 billion) and earnings (to $1.98 per share), up 28% and 40% 

year-over-year, respectively. Comparable sales were up 30.4% in the quarter, with broad-based 

growth across channels, product categories and geographies. The company has invested in a shift 

of its store layout from product-focused to project-focused, with the expectation that the changes 

will create a more intuitive shopping experience for customers. Despite the price action last 

week, LOW is up 25% for the year. 



“Strong execution enabled us to meet continued broad-based demand, as we delivered over 15% 

growth in all merchandising departments, over 20% growth across all geographic regions. and 

triple-digit growth online. We continued to invest in the future growth of the company, including 

a $100 million investment in the quarter as part of an ongoing effort to reset the layout of our 

U.S. stores, making them easier to shop with improved product adjacencies, especially for Pro 

customers. Our omni-channel transformation continued in the third quarter with further 

investments in Lowes.com and our supply chain. I remain confident that we are making the right 

strategic investments to deliver sustainable, long-term growth. I would also like to thank our 

outstanding frontline associates for their unwavering commitment to customer service and 

safety,” commented CEO Marvin R. Ellison. 

Mr. Ellison also touched on Lowe’s capital allocation program, “During the quarter, we 

reinstated our share repurchase program and repurchased 3.6 million shares in the open market 

for $621 million. I continue to expect our share repurchase program to be a significant 

contributor to long-term shareholder value creation. We incurred capital expenditures of $462 

million as we invest in the business to support our strategic initiatives, including our 

omnichannel capabilities. In October, we took advantage of a favorable interest rate environment 

to reduce our interest expense through a cash tender offer for $3 billion of our higher coupon 

bonds. As a result, we recognized a loss of $1.1 billion on the extinguishment of debt. To fund 

the tender offer, we issued $4 billion of unsecured notes. This issuance consisted of 7-, 10- and 

30-year notes with a weighted average interest rate of 2.17%, which is a record low in the 

company’s history. These efforts further strengthen our capital position by lowering our interest 

expense over the longer term.” 

In addition to the pandemic forcing much of society to spend more time at home, driving many 

to tackle long-delayed home improvement projects, Lowe’s continues to benefit from similar 

tailwinds driving homebuilders as low interest rates drive a transition for many into larger 

homes. The timing of such events is rather fortuitous as efforts in recent years to improve the 

company’s supply chain and working capital management have allowed it to thrive in the current 

environment. Operational momentum is likely to continue for the foreseeable future, and we 

think management’s focus to sustain higher returns on capital warrant more of a premium 

multiple for LOW shares versus the historical range. We have raised our Target Price to $185. 

Despite reporting a much-better-than-expected quarter Friday, shares of Foot Locker (FL – 

$39.28) fell almost 5%. We shook our heads at the end-of-the week action, but we do note that 

before Friday’s selling, FL had been up 50% since August 5. For fiscal Q3 2021, FL realized 

adjusted EPS of $1.21, more than 84% greater than the consensus analyst estimate. Revenue for 

the period outpaced expectations by 8.6% (the revenue number was $2.11 billion). Same-store 

sales rose 7.7% in the quarter. By category, apparel was up double digits led by the “stay at 

home comfort trend,” while footwear increased high-single digits with men’s basketball shoes 

and boots offsetting softness is court and casual styles. Digital sales jumped more than 50% 

during the period, and we think strong performance will continue in this area for the holidays. 

“We delivered a strong top- and bottom-line performance in the third quarter, underscoring the 

strength of our in-store and online product assortments and the resilience of the Foot Locker, Inc. 

brands,” said CEO Richard Johnson. “Although the back-to-school selling season kicked in later 



than usual due to COVID-19-related delays, momentum built as the quarter progressed, and we 

were pleased with our customers’ continued strong engagement across our family of brands. Our 

teams again executed well in a dynamic environment and did a tremendous job maintaining a 

seamless, safe, and exciting shopping experience for our customers.” 

“With close to $2 billion in liquidity, we believe our company is well prepared both financially 

and operationally to continue navigating the ongoing pandemic,” added FL CFO Lauren Peters. 

“Looking ahead, with over 10% of our store fleet temporarily closed due to COVID restrictions, 

we are taking proactive measures for the upcoming holiday period to deliver outstanding 

experiences both in our stores and online, while ensuring the safety of our team members and 

customers.” 

While the near-term continues to be filled with headwinds and uncertainties, we believe that Foot 

Locker has several competitive edges, including broad distribution channels, geographic 

locations, and multiple banners and product categories. We also think longer-term FL will 

benefit from its strategic cost control and productivity plans, in addition to further penetration of 

its apparel offerings and solid growth of its digital shopping platforms, including eastbay.com. 

There will continue to be evolution as the company is seeing the value of bolstering its digital 

presence, and it may have to consider “off-mall” concepts in the future as there is the chance that 

some malls in the U.S. might not survive or may no longer be optimal in some geographic 

locations. Our Target Price for FL has jumped to $67. 

Shares of Kulicke & Soffa (KLIC – $30.05), a manufacturer of equipment for use in the 

semiconductor business, gained 6% last week, even as fiscal Q4 2020 EPS missed estimates. The 

company reported EPS of $0.25 and adjusted EPS of $0.04 (due to amortization of intangible 

assets related to the Tax Cuts and Jobs Act of 2017), compared with the analyst consensus 

estimate of $0.30. KLIC, however, reported a strong demand environment and ‘dynamic’ 

macroeconomic situation. 

CEO Fusen Chen said, “We are also pleased with our pace of development, new product traction 

and the improving state of our core business. Our global development teams continue to make 

significant and meaningful progress on several fronts, increasing our long-term alignment with 

significant technology transitions impacting the semiconductor assembly market, the automotive 

market and the display market… As we execute toward the long-term trends supporting 

advanced packaging, automotive and display, we also anticipate a more fundamental recovery in 

our core businesses driven by an improving semiconductor unit growth rate. As a reminder, 

semiconductor unit production declined steeply in early fiscal year 2019, which dramatically 

reduced the industry’s need for incremental equipment capacity. This extended decline in 

production is historically uncommon and seems to be behind us. Based on our September results, 

near-term outlook and recent customer feedback, we continue to anticipate an ongoing unit-

driven recovery throughout fiscal 2021 and expect unit growth, excluding advanced LED, to 

return to a more normal growth rate over the coming years.” 

Mr. Chen continued, “Looking into the December quarter, we anticipate general semiconductor 

and LED to be the primary drivers of near-term demand. We anticipate strong demand through 

the December quarter, which again suggests fiscal 2021 will not follow a historical seasonal 



pattern. Operationally, we are focused on ramping production levels to satisfy the strong demand 

level anticipated for December. Over the past few years, the broader industry and macro 

environment was challenging, although the strength of our balance sheet and market positions 

allowed us to execute our market expansion strategy, create new long-term growth vectors and 

return capital to investors.” 

KLIC expects revenue between $230 million and $250 million next quarter with EPS in the 

$0.48 to $0.58 range, well above analyst projections. We expect the company to continue to 

benefit from widespread 5G deployment, while the specialized nature of KLIC’s equipment 

offers a lower-than-average threat of new market entrants. We were pleased to see the strong 

EPS guidance for Q1, which would be double Q1 last year at its midpoint. The balance sheet also 

has more than $500 million of net cash and the stock sports a 1.6% dividend yield. Our Target 

Price is now $34. 

Despite posting sensational fiscal Q4 results, shares of protein producer Tyson Foods (TSN – 

$60.74) fell more than 2% last week as the company garnered negative press. While we currently 

don’t know the validity of the reports and note that companies often have lawsuits brought 

against, litigation was filed by the son of a former employee that died of COVID-19, accusing 

managers of misleading employees about the dangers at Tyson’s large pork producing facility in 

Iowa, and there have been rumors that managers were betting on how many associates might get 

COVID-19. The company says it has brought in outside counsel and launched an investigation, 

while suspending people while the review occurs. Time will tell what the ramifications will be 

and if allegations prove true. 

Looking at the latest quarter, Tyson reported adjusted EPS of $1.81, more than 50% greater than 

the consensus analyst estimate, on revenue of $11.46 billion, which was about 4% better than 

expectations. Despite continued elevated costs from COVID-19, including sanitation, protective 

equipment, testing, plant downtime and employee bonuses, TSN expanded operating margins to 

7.4%. The company benefited from strong results in beef and pork, while the chicken business 

still is a ways from a full recovery. We would expect as we move further into 2021 that the 

company will see its food-service segment pick up, and the beef and pork segment could see a bit 

of decrease in margins more towards a normalized rate. 



 

“Our business performed well and delivered strong fourth quarter and full-year results,” said 

CEO Dean Banks. “Our team members, agricultural partners, and customers have shown 

resilience. This has enabled us to maintain and accelerate our efforts to provide global consumers 

with a safe and accessible food supply…While we will continue to face pandemic-related 

challenges in fiscal 2021, we’re settling the business down to be focused on executing our long-

term strategy while generating strong returns for shareholders. I’m excited for the opportunities 

ahead for this great company, and am certain we have the people, products, and strategies in 

place to drive future growth.” 

While operational headwinds aren’t going anywhere, we believe Tyson should benefit from 

positive trade developments as the African Swine Fever has caused a global pork shortage 

especially in Asia. We believe that TSN is well positioned to supply China with pork and other 

proteins and back fill other markets. The near-term is definitely murky, but we like the long-term 

potential across its product lines, including prepared foods and plant-based offerings. Also, we 

can’t ignore the likelihood of long-term increasing protein consumption around the globe, 

especially in emerging economies as citizens step up in socioeconomic class. Tyson’s dividend 

yield is now 2.9% and our Target Price now resides at $93. 



General merchandise discount store chain Target (TGT – $172.31) set another record high for 

the year last week after reporting terrific fiscal Q3 2021 results. The retailer earned $2.79 per 

share, $1.19 ahead of the analyst consensus estimate, and had revenue of $22.3 billion, $1.6 

billion ahead of the consensus. Despite the challenges associated with the pandemic, TGT saw 

growth in every one of its core categories, as well as bigger basket sizes online and in store. The 

company observed that customers have been making fewer trips to stores but are spending more 

in those trips and are making wide us of same-day services like Pick Up, Drive Up and Shipt. 

“As we build our plans for the fourth quarter, our team focused first on flexibility and agility, 

knowing how volatile and unpredictable the external environment continues to be. We focused 

on leveraging Target’s strengths, including the emotional connection between our brands and our 

guests and the convenience and speed of our stores-as-hub model. We’re focused on listening to 

our guests to understand what they’re experiencing, and they’ve told us that safety is one of their 

top concerns. So on top of our goal to be the easiest place to shop, we’re committed to being the 

safest place to shop as well,” said CEO Brian Cornell, “In support of that goal, we’ve 

implemented a number of technology improvements to make shopping at Target more contact-

free…In addition, we have altered our promotional cadence to avoid events that typically cause 

crowd. And we announced that we’ll be closed on Thanksgiving and open at the regular time on 

Black Friday. Rather than concentrating holiday deals around Thanksgiving and Black Friday, 

we’ve spread our Black Friday offers throughout the entire month of November with weekly 

promotions spread across different categories throughout the month. And in the spirit of 

transparency and trust, we’ve assured our guests that they see any of our Black Friday items for a 

lower price later in this season, we’ll happily make up the difference through our extended price 

match policy.” 

Mr. Cornell concluded, “When I arrived at Target a little more than 6 years ago, I already knew 

that Target is an academy company, a place that attracts and develops the level of talent that’s 

the envy of other companies. That was already true before I arrived, and I couldn’t be more 

proud of the team investments we’ve made in recent years, investments intended to cement 

Target’s position as an inclusive home for top talent. What I didn’t appreciate until I became and 

immersed with this team is the warmth of the culture and the team’s sincere desire for Target to 

play a positive role in the world. This desire often shows through in our marketing and our 

assortment and you could certainly see it in our stores. But for those of us who had the privilege 

of working with every part of this team, we see it every day behind the scenes even when no one 

else is looking.” 

CFO Michael Fiddelke added comments on TGT’s dividend, “As always, the timing and 

quantity of repurchase activity will be governed by our decades-long capital deployment goals: 

we first look to fully invest in projects that meet our strategic and financial criteria; second, we 

support our dividend and look to build on our nearly 50-year record of annual increases in our 

dividend per share; and finally, we deploy any excess cash beyond the first 2 uses to repurchase 

our shares within the limits of our middle A credit ratings. We paid dividends of $340 million in 

the third quarter, reflecting a 3% increase in the dividend per share, partially offset by a decline 

in share count.” 



Target lifted the share repurchase suspension announced in Q1 and expects to repurchase stock 

again after the holiday season, keeping in mind that evolving COVID dynamics may influence 

the timing. While TGT’s valuation metrics aren’t cheap, we continue to hold our shares due to 

the diversification and stability they offer to our broadly diversified portfolios. After analyst EPS 

revisions in the upward direction, TGT’s forward price-to-earnings ratio is 20.5, which we think 

is reasonable compared to its peers. TGT shares yield 1.6% and our Target Price has been hiked 

to $189. 

 


