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Market Review 

A little housekeeping before this week’s missive. As discussed on our December 4 Sales Alert, we 

reduced our position in Cohu (COHU – $37.08) to around 1.2% in Buckingham Portfolio on Tuesday, 

December 8. We sold 160 shares of the semiconductor capital equipment maker at $38.01. We will use 

that same $38.01 price for the reduction to 1.2% via a 122 share sale of COHU in our hypothetical 

Millennium Portfolio. 

***** 

Given the sensational move higher since Halloween, we can’t complain too much that stocks took a 

breather in the latest week. When all was said and done, it was a virtual dead heat between the Russell 

3000 Value and Growth indexes, with respective losses of 0.65% and 0.64%, though the S&P 500 Pure 

Value index gave back some of its hefty recent winnings, dropping 1.73% and illustrating that it was a 

not-so-grand five days for inexpensively priced stocks. 



 

It wasn’t the best of weeks on the health front, with COVID-19 taking more lives around the 

world,… 



 

…and worries about spiking cases and hospital capacity dominating the headlines in the U.S., 

even as the FDA late Friday approved a vaccine from the Pfizer (PFE – $41.12) / BioNTech 

collaboration. 



 

To be sure, coronavirus developments here at home are sure to get worse before they get better, 

with new business shutdowns in Los Angeles, New York City and elsewhere headwinds sure 

impact the labor market,… 



 

…even as the economy has held up remarkably well,… 



 

…with solid GDP growth likely for the current quarter,… 



 

…and corporate profits poised to jump in 2021. 



 

While we are braced, as always, for downside volatility, especially as a “No-Deal” Brexit is the 

latest global bogeyman to potentially spook the markets,… 



 

…we continue to believe that equities are very attractive, especially from an income 

perspective,… 



 

…when one considers that dividends historically have risen over time, while coupons on fixed 

income instruments generally are fixed. 



 

True, we respect that investors have become a bit more optimistic in their attitude toward stocks, 

which some view as a negative from a contrarian perspective,… 



 

…but the historical evidence shows that equities, on average, still have appreciated over the 

ensuing one-month, three-month and six-month periods when the American Association of 

Individual Investors (AAII) voters are showing heightened levels of Bullishness,… 



 

…while a few weeks of inflows into domestic exchange traded and mutual funds hardly reverses 

six years of movement in the other direction. 



 

And with all that money hiding out in the perceived safety of bond funds, not to mention a 

massive $4.3 trillion parked in money market funds,… 



 

…and a whopping $18 trillion resting in negative yielding government debt,… 



 

…we think that there is plenty of dry powder to fuel a continued equity market advance. 

Stock Updates  

Jason Clark, Chris Quigley and Zach Tart look at 6 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 Walt Disney (DIS – $175.72) took off like a rocket on Friday as the company 

announced at its latest Investor Day that it had already met its 2024 total subscriber targets for its 

steaming platforms. The film, entertainment and theme park powerhouse now boasts 86.8 

million subscribers to its flagship product Disney+ worldwide and now expects between 300 

million to 350 million total across Disney+, Hulu and ESPN+. Such growth would put its 

subscriber totals in the ballpark of streaming competitor Netflix, whose rise in customer totals 

has slowed in recent quarters as it approached 200 million globally. Management says it plans to 

https://theprudentspeculator.com/dashboard/


reinvest incremental revenue generated from subscriber growth back into content and expects to 

achieve profitability by fiscal 2024. 

 

Disney also plans to raise the price of Disney+ in March. CFO Christine Mary McCarthy 

elaborated, “We clearly have an incredible opportunity to build a substantial global subscriber 

base. But we also believe we have the opportunity to increase Disney+ pricing given the 

additional value we will be adding to the service. So in March of 2021, we will be increasing the 

U.S. price of Disney+ by $1 to $7.99 per month…These price increases reflect an increase in the 

underlying value of the Disney+ product offering as well as the inclusion of Star general 

entertainment content in many markets.” 

We appreciate how much control this gives the company over distribution of its intellectual 

property and applaud management for doubling down on its streaming services. Another critical 

spoke in Disney’s flywheel, we expect a COVID-19 vaccine to spring the theme park business 

back into action in 2021 after having been virtually on pause for much of the current year. The 

13.6% spike to close out last week drove year-to-date share performance to 21.5%. And while 

the stock isn’t as inexpensive as it was a quarter ago, we know how the market has fallen in love 

with Netflix. Our Target Price for DIS has been bumped to $190. 



Commodities prices have been on a tear, with a rally in iron ore over the past month pushing the 

metal to a seven-year high and boosting shares of Australian natural resource miner BHP Group 

(BHP – $64.52) up near our Target Price. A cut in guidance for production from Vale as well as 

strong demand from Chinese steel mills, amidst worries about trade tensions between Australia 

and the Middle Kingdom, has pushed prices higher. And, the latest move up in iron ore came 

after BHP rival Rio Tinto destroyed two ancient rock shelters (Aboriginal heritage site) at Juukan 

Gorge in the north west part of the country, sparking a major government inquiry, costing Rio’s 

CEO his job and calling into question approvals for and timing of mining projects in Western 

Australia. 

While we know that commodities prices are inherently volatile, and BHP and other miners will 

face questions about some of their projects as we go forward, we have pushed up our Target 

Price to $68. BHP still trades for a reasonable 15 times the fiscal ‘21 earnings estimate and the 

present pre-tax dividend yield is a substantial 3.4%, so we are comfortable continuing to hold our 

shares for the time being. 

No earnings to report until late January, but Kulicke & Soffa Industries (KLIC – $33.67) has 

been bumping up against our published Target Price, but we expect to hold our shares for the 

time being, despite the somewhat stretched valuation. We think KLIC is firing on all cylinders 

and has seen very little impact from the pandemic. The company has come a long way during our 

ownership, earning just $0.28 in fiscal 2019, climbing to $0.95 in 2020 and projecting to grow 

EPS to $1.34 in 2021 and $1.72 in 2022. 

Kulicke’s packaging devices and assembly solutions are used in a diversified list of businesses 

including automotive, consumer, communications, industrial and computing. We think the 

company’s strong balance sheet, which has $530 million of cash and $24 million of debt (short-

term and long-term lease liabilities), provides plenty of ability to make acquisitions and return 

capital to shareholders. In fact, management just bumped its quarterly dividend last week from 

$0.12 per share to $0.14, resulting in a 1.7% yield. Of course, it’s not our highest payer, but it is 

a 17% boost. KLIC shares have gained 26% this year including dividends and our revised Target 

Price is $37. 

Qualcomm (QCOM – $144.28), the maker of communication chipsets, endured a sharp 7.4% 

pullback on Friday as Apple (AAPL – $122.41) announced its progress to design its own 

modems in-house. One might have suspected such news wasn’t very far off given the iPhone 

maker’s purchase of Intel’s (INTC – $49.73) smartphone modem business almost a year-and-a-

half ago. Of course, it is hardly desirable when a customer becomes a competitor, but even if 

Apple is successful at this venture, which will hardly happen overnight, the two firms will need 

to find a way to work together given QCOM’s tremendous portfolio of intellectual property 

within cellular applications. As evidence of the latter company’s clout, we remind of the 

settlement between the parties in 2019 which led to Apple paying Qualcomm $4.5 billion and 

using QCOM chips in its latest round of iPhones. 

Despite the Street’s reaction last week, QCOM shares have rallied more than 60% year-to-date, 

so we can’t complain about a little profit-taking. And, though the valuation is no longer as 

inexpensive as it once was, we continue to think that the company deserves a higher multiple 



than the historical average might indicate due to the drastic reduction in litigation and 

tremendous global 5G demand. After all, EPS is expected to nearly double by fiscal 2023 from 

the $4.19 just posted in fiscal 2020. QCOM shares yield 1.8% and our Target Price now stands at 

$168. 

Broadcom (AVGO – $405.82) beat analyst expectations for fiscal Q4 2020. AVGO earned an 

adjusted $6.35 per share, versus the analyst consensus of $6.25. Revenue was $6.47 billion, 

versus $6.43 billion that was projected, while the company’s operating margin was 23.6%. 

Management attributed the top- and bottom-line beats to strength in cloud data center spending 

and capital expenditures by telecom companies, who are quickly upgrading Edge and core 

networks. Infrastructure Software revenue (this segment includes Symantec) grew 36% year-

over-year, and the Wireless segment was boosted by a new generation of flagship phone for a 

North American customer, which is most likely referring to the latest batch of Apple iPhones. 

CEO Hock Tan highlighted the successes AVGO is seeing as a result of several major 

acquisitions, “After two years integrating CA onto our platform, Q4 ’20 revenue was up 5% 

year-on-year. For Symantec, if you exclude services and hardware, Q4 product revenue of $380 

million was up 10% from Q1 fiscal ’20, which was obviously our first quarter after 

acquisition…this growth in core accounts has obviously more than offset the plain decline in 

services and attrition of accounts outside our core enterprise customers. That’s how we expect to 

sustain our core software business long term albeit at low to mid-single-digit percentage revenue 

growth. But we intend to drive to a financial outcome that is consistent with the Broadcom 

model.” 

Mr. Tan added for fiscal Q1, “On a year-on-year basis, we expect CA and Symantec software 

revenue to continue to grow in the mid-single digits. However, in Q1 fiscal ’21, we expect 

Brocade to decline high single digits, consistent with softness in enterprise markets, resulting in 

our infrastructure software segment revenue to be flat to perhaps up low single-digit percentage 

year-over-year. In summary, we expect Q1 consolidated net revenue of $6.6 billion, up 

approximately 13% year-over-year, all derived organically. Today, we are in a unique situation. 

We started fiscal 2021 with record backlog that has now grown to over $14 billion today. But the 

timing of this conversion of backlog to revenue won’t be driven by a supply chain which 

continues to be tight.” 

Broadcom cut its total debt load by nearly $3 billion to $41.1 billion in Q4, after having run it up 

to make acquisitions. AVGO ended the quarter with $7.6 billion of cash on hand and $12.6 

billion of liquidity, which may prove helpful for opportunistic acquisitions. Even after 

Broadcom’s 33% total return this year, shares still trade for very reasonable valuation metrics, 

including a forward P/E around 15.5 and free cash flow yield near 7%. AVGO sports a very 

generous dividend yield of 3.6%, which was just hiked by $0.35 quarterly. Our Target Price has 

been raised to $459. 

System software firm Oracle (ORCL – $60.61) posted earnings per share of $1.06, versus the 

$1.00 estimate, in fiscal Q2 2021. ORCL had sales of $9.80 billion (vs. $9.79 billion est.). Oracle 

reported strong demand for its Fusion ERP application suite, which allows companies to have 

more data, faster. Oracle uses Fusion ERP internally and said the company’s Q2 report for the 



entire global operation was complete ten days after the quarter ended, which is the fastest in the 

S&P 500 (according to Oracle) and 21 days faster than average. Operating income grew 12%, 

the company’s best growth in 8 years, and total cloud services and license support revenue was 

$7.1 billion, a figure that has doubled in the last 4 years. 

Chairman and Founder Larry Ellison commented, “We just completed a great quarter, but the 

quarter would have been even better if we would have had more — and we would have had more 

revenue growth if we had not been capacity constrained in OCI during Q2. There was more 

demand than we have supply. To remedy this capacity shortfall, we are adding OCI capacity and 

building new OCI data centers as fast as we can. We are now up to 29 regional data centers 

around the world, more than AWS. OCI added customers and grew revenue at a rate well in 

excess of 100% year-over-year in Q2. The Oracle Autonomous Database was up over 60%.” 

CEO Safra Catz added guidance, “Assuming the current exchange rates remain the same as they 

are now, currency should have a 1% positive impact on total revenue, maybe even a little bit 

more like 1.5-ish and potentially, a $0.03 positive effect on EPS for Q3. Total revenues are 

expected to grow from 1% to 3% in constant currency and are expected to grow between 2% to 

4% in USD. Adjusted EPS in constant currency is expected to grow 10% to 14% and be between 

$1.06 and $1.10 in constant currency, and adjusted EPS in USD is expected to grow between 

13% and 17% and be between $1.09 and $1.30 in USD.” 

ORCL also announced that it will move its corporate headquarters to Austin, Texas. The 

company said the relocation is part of a “more flexible employee work location program” and is 

the latest corporate move out of the state. Given Oracle’s global revenue stream and presence 

around the country, we do not think the move will have major tax implications for the company 

at present. Oracle repurchased 68 million shares for a total of $4 billion throughout the quarter, 

bringing purchases over the last 12 months to 338 million shares for a total of $18.2 billion and 

reducing the total share count by nearly 42% over the past 10 years. Oracle will keep its $0.24 

quarterly dividend payment, consistent with the amount paid since early 2019. 

We remain encouraged by successes and we believe that ORCL still has the right leadership 

team in place as the business adapts to a dynamic cloud business. We won’t soon forget the 

painful shift to a recurring license model, but we have been pleased to see Oracle’s cloud 

offerings continue to grow in capability, deployment and, ultimately, revenue. We have always 

liked ORCL’s relentless pursuit of the #1 spot in any competition. We think that ORCL shares 

remain attractive, trading for around 13 times forward earnings and currently yielding 1.6%. Our 

Target Price has been boosted to $73. 

 


