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Market Review 

Work is underway on the December edition of The Prudent Speculator. This month we look at 

Q3 corporate profits via our regular Earnings Scorecard feature. If all goes according to plan, 

TPS 650 will be emailed out late Wednesday evening, December 2. 

***** 

While we are about to reach a milestone in the publication of our 650th issue of The Prudent 

Speculator, the Thanksgiving-holiday-shortened trading week just completed produced a major 

event for the U.S. stock market. No, we are not talking about Value beating Growth, even as we 

are pleased with the terrific 2.91% total return for the Russell 3000 Value index last week. 



 

Instead, the highlight was that the Dow Jones Industrial Average eclipsed the 30000 level (it has 

since dipped back below) for the first time in history. Of course, given that equities have moved 

upward over time, despite plenty of scary short-term plunges and more-extended trips south 

along the way,… 



 

…we should not be overly surprised to see this hurdle hit. True, the massive rebound since the 

price-weighted Dow closed at 18592 some eight months ago is extraordinarily impressive, but if 

one considers the Miracle of Compounding and assumes a “normal” 5.7% price appreciation 

average annual increase, Dow 40000 would be hit in early 2026 and 50000 sometime in 2030. To 

be sure, these advances are not guaranteed, but any pundit who does not call for Dow 50000 

within 10 years would have to be construed as Bearish on the prospects for equities. 



 

Alas, we know that many have not enjoyed the rewards that come with equity market investing 

as they forget that the secret to success in stocks is not to get scared out of them. True, the 

markets would not hit be hitting all-time highs without some investor interest, and folks have 

become more Bullish of late, even as mutual and exchange-traded fund holders were bailing out 

of U.S. stocks in the run-up to the Election,… 



 

…as generally has been the case over the last six years,… 



 

…while somehow $17.4 trillion of assets thinks the guaranteed loss of principal if held to 

maturity of negative yielding government debt is a good idea,… 



 

…when the income available from equities is much better than that available on many other 

fixed income instruments. 



 

Certainly, we understand that anything can happen as stocks are a volatile asset class, while the 

near-term health headlines remain very disconcerting, with U.S. Surgeon General Dr. Jerome 

Adams lamenting the continued spike in coronavirus cases, hospitalizations and deaths on 

Sunday, “I want to be straight with the American people, it’s gonna get worse over the next 

several weeks.” 



 

But news on the COVID-19 vaccine front continues to be very promising, with Phase 3 trial 

results released a week ago on the Oxford University/AstraZeneca collaboration showing an 

average 70% efficacy. True, questions have emerged about that vaccine, but the efficacy rates of 

94.5% and 95% for the two leading vaccines, respectively developed by Moderna and 

Pfizer/BioNTech, offer plenty of hope as we head into 2021, with St. Louis Federal Reserve 

Bank President James Bullard stating last week, “It seems to me there is light at the end of the 

tunnel in terms of seeing an end to the crisis. It’s very much a realistic view.” 

Mr. Bullard went on to say that he thinks the U.S. economy is likely to expand at a steady pace 

in the waning months of 2020 and into early next year, which is the current view, at least for the 

fourth quarter, of the Atlanta Federal Reserve Bank,… 



 

…with that somewhat optimistic stance supported by the latest IHS Markit numbers on the 

outlook for the factory and service sectors,… 



 

…and the willingness of consumers to continue to spend,… 



 

…along with other solid data points. 



 

To be sure, there remain millions of people out of work, and new lockdowns in Los Angeles and 

elsewhere will not help GDP growth, but Mr. Bullard added, “While recent economic data has 

not been as strong as it’s been, businesses have learned how to keep their workers and customers 

safe. They are likely to continue to hire, produce and even invest more in anticipation of vaccines 

being widely available next year.” 

Not surprisingly, then, we remain optimistic about the long-term prospects of our broadly 

diversified portfolio of what we believe to be undervalued stocks, generally of dividend-paying 

companies. Those views were articulated in an interview last week with MarketWatch, along 

with a 30-stock selection. Alas, the interview (https://www.marketwatch.com/story/30-dividend-

stocks-selected-for-value-as-the-u-s-economy-gathers-steam-11606493996?mod=home-page) is 

part of a Premium MarketWatch service, but we share the stock picks offered below. 

https://www.marketwatch.com/story/30-dividend-stocks-selected-for-value-as-the-u-s-economy-gathers-steam-11606493996?mod=home-page
https://www.marketwatch.com/story/30-dividend-stocks-selected-for-value-as-the-u-s-economy-gathers-steam-11606493996?mod=home-page


 

Stock Updates  

Jason Clark, Chris Quigley and Zach Tart look at 7 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. 

Shares of stellar-2020-performer Albemarle (ALB – $137.66) continued to rise last week as all 

things EV (Electric Vehicles) remained on fire. Of course, the position may have grown large 

(i.e. greater than 2.0%) in some accounts, though not in any of our newsletter portfolios. As such, 

we would not fault readers should they take a few dollars off the table, even as we would be fine 

maintaining a bit larger-than-normal position after any sales. We do continue to keep a very 

close eye on the specialty chemical maker as the valuation has become somewhat stretched, and 

we won’t hesitate to cash all of our chips in if shares continue to rapidly move upward. 

Keeping our long-term lenses on, we think that ALB will benefit from a major positive catalyst 

in lithium batteries as electric vehicle adoption increases and the world’s leading car companies 

https://theprudentspeculator.com/dashboard/


race to get desirable EVs to market. In addition, lithium is used in backup and storage batteries 

for the power grid, so we believe there will be great demand growth in this arena. Albemarle also 

generates healthy profits from bromine, which is primarily used in flame retardants. While 

demand for bromine has slipped in TVs and computers, it has risen for servers and automobile 

electronics. Further, ALB generates steady cash flows from its refining catalyst business. Our 

Target Price on ALB for the moment has been boosted to $143. 

We are keeping our shares of engineered products manufacturer Eaton Corp PLC (ETN – 

$121.90) for the time being and we have raised our Target Price to $125, even as the valuation 

for the diversified industrial concern is now stretched compared to historical norms. While ETN 

is on the expensive end of valuations compared to itself, it remains somewhat inexpensive 

compared to its peer group. The company offers unique exposure as a supplier to a variety of 

industries including industrial, vehicle, construction, commercial and aerospace markets, which 

we think fits well into our broadly diversified portfolios. We also like that the company 

continues to hike the dividend payment (2.4% yield) and buys back shares thanks to strong free 

cash flow. Still, should other more appealing names come forward, we will not hesitate to sell a 

few of our Eaton shares sooner rather than later. 

Shares of frustrating Greek shipping concern Tsakos Energy Navigation (TNP – $9.23) jumped 

more than 15% last week as energy prices climbed and the company released its Q3 financials. 

In what is traditionally the seasonally slowest quarter, TNP’s net income for the period came in 

at $1.4 million, compared to a net loss of $9.5 million a year ago. Gross revenue reached $143 

million, 9% more than a year ago, resulting in EBITDA of $48.1 million. Despite the additional 

pressure created by the global slowdown in demand due to the pandemic and the inevitable 

drawdown of global inventories, operating income increased by 29% on a year-over-year basis to 

reach $15.1 million. Average daily TCE rates per vessel increased to $20,451, compared to 

$18,837 in the 2019 third quarter. 

Management commented, “As the rollercoaster year 2020 approaches to a close, a light glimmers 

at the end of the tunnel in the form of a vaccine that hopefully cures all. In the meantime, TNP 

continues its steady course through these turbulent times. The strong market at the start of the 

year gave us the opportunity to charter-out at accretive rates a number of our vessels operating in 

spot trades. At the same time, we sold six tankers with an average age of 14.7 years and replaced 

them with four brand new, purposely-built eco-designed vessels with solid long-term 

employment which will add $200 million, over 5 years, in TCE-basis revenues. Concurrently, we 

took the opportunity of the distressed newbuilding prices to order two specialized vessels, one 

DP2 shuttle tanker and one LNG carrier, today both with long-term charter contracts. 

Additionally, we have continued the reduction of our preferred securities and bank debt, while 

maintaining our uninterrupted dividend policy and strong cash reserves. Looking forward, a 

normalization of the pandemic should revitalize world trade and materially increase oil demand, 

resulting in a stronger freight market. The historically low supply of tonnage currently in 

existence should assist in boosting rates and asset values significantly, providing better 

opportunities to divest our first-generation vessels and enhance profitability further.” 

There is no doubt that being invested in TNP shares over the last few years has tested our 

patience, despite collecting substantial income along the way. That said, we continue to be 



encouraged by the firm’s priority to control debt and pursue conservative chartering structures 

that cover fixed costs with upside through profit sharing. And, we also like that TNP has been 

upgrading the fleet as appropriate. Shares now offer a dividend yield of 2.7% and we have 

adjusted our Target Price to $24. 

Medtronic PLC (MDT – $114.59) saw its shares rise more than 4% last week, on the back of 

better than expected quarterly results. The medical device maker reported adjusted EPS of $1.02 

(vs. $0.80 est.) and revenue of $7.65 billion, compared to the $7.1 billion consensus analyst 

estimate. Year-over-year, on an organic basis, revenue decreased 1.5%, much improved when 

considering declines of 17% and 25% in the preceding two quarters. While there has been a 

recent surge in COVID-19 cases, particularly in the U.S. and in Europe, management on the 

earnings call noted that YoY sales growth in the first few weeks of November exceeded growth 

in the just reported quarter, suggesting to us that hospitals are seemingly better equipped to 

juggle elevated coronavirus patient levels and elective procedures than in the spring and early 

summer. As most expected, sales in China were negatively impacted by a slowdown ahead of a 

national tender for stents, which will significantly boost the volume of MDT stents sold in the 

Middle Kingdom, though there will be a moderate headwind for the next several quarters 

because of price concessions. 

CEO Geoffrey Martha commented, “We’re seeing a faster-than-expected recovery and 

approaching year-over-year growth. Our revenue growth is improving, our pipeline is advancing, 

and we’re gaining share in an increasing number of businesses. At the same time, we’re in the 

process of implementing our new operating model and augmenting our culture with a focus on 

market share and being bold. Despite the challenges posed by the pandemic, we’re well 

positioned to accelerate growth over the medium- and long-term as we continue investing in and 

progressing a number of opportunities, creating value for society and our shareholders.” 



 

While the operating environment is still far from normal, we are encouraged that procedure 

volumes are trending back in the right direction. We like the company’s diverse portfolio, as it 

seems to continuously offer up new products to keep the growth engine going as older products 

mature. And we point out that Medtronic’s solid financial position is supporting increases in 

research & development spending despite recent revenue declines. With domestic demographic 

trends in its favor, MDT’s terrific products and pipeline, including treatments for atrial 

fibrillation, aortic stenosis and various neurological disorders, are a major asset. Shares yield 

2.0% and our Target Price has been adjusted upward to $130. 

Shares of Deere & Co. (DE – $261.95) continued to plow ahead since we trimmed our holding 

earlier in November. While we continue to keep a close eye on the agricultural and construction 

equipment giant and its place in our portfolios, we have made the decision to again increase our 

Target Price as investors are seemingly paying more attention to stocks in the Industrials sector, 

and we were pleased with DE’s fiscal Q4 results released last week, that were well ahead of 

consensus analyst estimated. Adjusted EPS for the period came in at $3.23, blowing away the 

forecasts, while revenue of $8.7 billion easily outpaced investor expectations of $7.6 billion. 

“John Deere delivered another quarter of strong performance and a solid year despite the 

challenges associated with managing the pandemic,” said CEO John C. May. “In this regard, I 



would like to pay tribute to the thousands of John Deere employees, dealers and suppliers 

throughout the world who have helped us safely maintain our operations and serve customers. 

Because of their contributions, Deere was able to complete a successful year and is positioned to 

continue providing differentiated solutions and unlocking even greater value for customers.” 

Looking ahead, Mr. May says that Deere expects to benefit from improving conditions in the 

farm economy and stabilization in construction and forestry markets. “Higher crop prices and 

improved fundamentals are leading to renewed optimism in the agricultural sector and improving 

demand for farm equipment,” he added. “At the same time, we are looking forward to realizing 

the benefits of our smart industrial operating strategy, which is designed to accelerate the 

delivery of solutions that will drive improved profitability and sustainability in our customers’ 

operations.” 

With possibly the strongest brand in agriculture, Deere continues to operate at a very high level. 

We think the firm will continue to benefit from a sustainable equipment replacement cycle and 

precision ag as technology advancements support and drive pricing. Further, given the 

diversification of its construction products, a strong appetite for U.S. infrastructure spending 

should provide a boost in the coming years. We have hiked our Target Price on our remaining 

DE shares to $294. 

JM Smucker (SJM – $116.50), a maker of food and beverage products including its namesake 

jelly, posted earnings per share of $2.39, versus the $2.22 estimate, in fiscal Q2 2021. SJM had 

sales of $2.03 billion (vs. $2.01 billion est.). Shares traded higher by 1.5% following the 

announcement and have gained 15% this year including dividends, which we think is very good 

for a low-beta (lower-than-market volatility) name. 

CEO Mark Smucker said, “In the second quarter, net sales increased 4% versus the prior year 

and was slightly ahead of our expectations. At-home consumption remains elevated as sales in 

our coffee, consumer and international retail businesses collectively grew 10%. Sales in the pet 

food and snack segment were in line with expectations as continued growth for cat food and dog 

snacks were offset by anticipated softness for dog food. Finally, the Away From Home business 

continued its sequential improvement from the fourth quarter last fiscal year when many of our 

customers were either closed or shut down.” 

Mr Smucker continued, “Due to stronger-than-anticipated results through the first half of the 

fiscal year and updated assumptions for the second half of the year, we have increased our full 

year expectations to include net sales growth of 1% to 2% versus the prior year and adjusted 

earnings per share in the range of $8.55 to $8.85. This updated guidance does not include the 

impact of the pending Crisco divestiture.” 

CFO Tucker Marshall added, “The severity and length of the pandemic and related implications 

continue to create uncertainty in our financial outlook. Changes in consumer purchasing 

behavior, retailer inventory levels, macroeconomic conditions and any manufacturing or supply 

chain disruption could materially impact our actual results. That said, we are sharing our 

expectations based on our current performance and understanding of the overall environment… 

We continue to anticipate full year gross profit margin to range from 37.5% to 38%. The 



projected deceleration in gross margin for the back half of the year includes incremental trade 

spend investments, primarily for the pet business; timing of fixed cost expenses related to 

manufacturing absorption; and increased freight and transportation costs.” 

Mr. Smucker concluded, “I would like reinforce a few key points. One, our business continues to 

perform well, and the actions we are taking to deliver our fiscal 2021 priorities are leading to 

improvement in key metrics, including market share that position us well for the remainder of the 

year and beyond. Two, we continue to make progress against our consumer-centric growth 

strategy, including increased marketing investments to position us for sustained growth even 

with the future moderation of COVID-19-related demand. And three, I am incredibly proud and 

thankful to all our employees for their dedication and perseverance through this extraordinary 

time.” 

We think that SJM is well-positioned to offer consumers quality food products for home, work, 

school and restaurants, even as the COVID infection numbers have gotten much worse in many 

areas of the country. We continue to appreciate the diversification SJM adds to our broadly 

diversified portfolios and think that management’s focus on pet foods and healthier franchises 

will boost the long-term prospects for the company. SJM sports a forward P/E ratio near 14 and a 

just-increased 3.1% dividend yield, while it ranks well relative to its peers in our proprietary 

scoring math. Our Target Price is now $140. 

High-end department store Nordstrom (JWN – $26.73) earned $0.34 per share in fiscal Q3 2021 

(vs. $0.07 estimated loss). JWN had sales of $3.1 billion, versus the $2.9 billion estimate. The 

report was initially not well received, as indicated by shares retreating in the after-hours trading 

session. Management offered details about the quarter in the analyst call and JWN’s share price 

reversed course. From the earnings release, JWN shares rose 14%, pushing the gain since this 

year’s low on September 29 to 127%. 

CEO Erik Nordstrom said, “Our focus is on fulfilling our customers’ needs for both convenience 

and connection by offering a seamless and personal experience everywhere they shop. As we 

look across the business, we prioritized 3 areas where there is significant potential for growth. 

First, we’re building on the success of our market strategy, which we now consider our company 

blueprint on how we operate to better serve customers on their terms, gain market share and 

increase inventory efficiencies… Second, we’re continuing to leverage digital and physical 

assets to fuel growth of our Nordstrom Rack brand, making up 1/3 of our business today… Our 

third driver of growth is to increase the velocity of our digital business. In 2019, digital made up 

33% of sales and accelerated to 54% this year. We view this as a fundamental shift in shopping 

behavior, and we are well positioned to support our customers across both Nordstrom and Rack 

with a scalable platform that has been built to support many years of growth.” 

Mr. Nordstrom concluded, “Our brand promise of getting closer to you is the guiding principle 

of our growth plans going forward. Our direction is clear, and our team is dedicated to executing 

on our strategy to support profitable growth across our 3 areas of highest priority: owning our 

most important markets, fueling the growth of Nordstrom Rack and increasing the velocity of 

our digital business. We are confident that we will successfully emerge from this pandemic in an 

even stronger position to serve our customers and generate value for our shareholders.” 



Despite the terrific quarter and massive change of direction for the stock price over the last two 

months, we think that JWN has to execute well in the upcoming quarters before the COVID 

debacle could be considered a thing of past. Certainly, the different vaccines in late trials help 

that, but there are no guarantees that a COVID-free society returns to 2019-type shopping right 

away. For that reason, we think that online sales will play a critical role in the success of JWN 

for the foreseeable future, and the company’s top-flight service and generous return policy will 

help in making for a low-stress shopping experience. The dividend has been discontinued to 

conserve cash and the company didn’t offer guidance, but we believe that it will eventually be 

reinstated and JWN will pay down its debt. Of course, the Nordstrom family directly owns about 

a quarter of the stock, so there is the chance of an oft-rumored go-private transaction. Our Target 

Price has been boosted to $35. 

 


