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Market Review 

The equity markets continued to hold up very well in the latest week, given that news on the 

health front remained very disconcerting. Indeed, despite COVID-19 cases, hospitalizations and 

deaths hitting record highs in the U.S. and the number of fatalities for the latest seven days 

around the globe climbing by more than 80,000, per data from Johns Hopkins, the Dow Jones 

Industrial Average, S&P 500 and Russell 3000 reached all-time highs on Thursday, before 

pulling back a bit on Friday. 



 

Of course, Growth had a much better five days of trading than did Value,… 



 

…which seems to be par for the course this year whenever the COVID-19 headlines are 

dismal,… 



 

…though the inverse has been true over the past five months when coronavirus progress has 

been reported. 



 

With vaccines just starting to be rolled out, we look for much better returns from Value in 2021 

and beyond, especially as the majority of stocks this year gained little ground, with the median 

return for inexpensively priced companies still in the red. 



 

Of course, unlike most investment-style indexes, we are not limited to arbitrary definitions of 

Value and Growth,… 



 

…so we are pleased with the Value-index beating return on TPS Portfolio this year, especially 

when one considers that the valuation metrics for our strategies compare very favorably with the 

Value indexes,… 



 

…and we have numerous holdings that reside in the deepest of the Value buckets. 



 

More importantly, as we look ahead, we note that Value historically has performed best (as 

arguably has been the case in the second half of 2020) coming out of severe economic 

downturns…, 



 

…with the Federal Reserve out last week with an improved projection for GDP growth in 2021 

and 2022,… 



 

…even as the latest FOMC Statement acknowledged that considerable risks to the outlook 

remain,… 



 

…so monetary policy is likely to continue to be highly accomodative for the foreseeable future. 



 

Though the data were mixed last week on the health of manufacturing in the important East 

Coast regions,… 



 

…as well as the IHS Markit numbers on the U.S. factory and service sectors,… 



 

…the latest reads on the housing sector were robust,… 



 

…even as consumers were tighter with their purse strings,… 



 

…due in large part to a difficult labor market. 



 

Interestingly, the slew of economic stats did little to alter the Atlanta Fed’s estimate of solid Q4 

U.S. GDP growth,… 



 

…which should allow corporations to post decent fourth quarter profits and set the stage for 

significant EPS growth in 2021,… 



 

…the achievement of which would only add to the appeal of equities (the earnings yield would 

rise significantly), especially relative to U.S. Treasuries,… 



 

…yet folks remain infatuated with fixed income. 



 

Stock Updates  

Jason Clark, Chris Quigley and Zach Tart look at a couple 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 FedEx (FDX – $275.57) tumbled even as the package delivery giant posted 

spectacular fiscal Q2 2021 results. FDX earned an adjusted $4.83 per share in the quarter, 

compared with the consensus analyst estimate of $4.01. The company’s revenue was $20.56 

billion, ahead of the $19.45 billion figure analysts were anticipating. FDX reported rising costs, 

including a $215 million increase in variable compensation and $50 million in COVID-related 

safety costs, due to a surge in global package volume. 

All three of FDX’s segments expanded their operating margins year-over-year, with Express 

coming in at 9.1% (+5.0%), Ground near 7.5% (+1.1%) and Freight equal to 13.0% (+5.4%). 

FDX also acquired ShopRunner, a membership service that provides free two-day shipping at 

https://theprudentspeculator.com/dashboard/


hundreds of retailers, for an undisclosed sum. Management expects the purchase to be funded 

with existing cash on hand and the deal should close by the end of this year. 

COO Raj Subramaniam commented, “The important thing also is the combination of those 

capabilities with FedEx’s capabilities, our physical and digital infrastructure. And we have 

ShopRunner being an established e-commerce platform that directly connects online shoppers 

with brands and merchants that they love and trust, offering member benefits and a seamless 

checkout, and you combine that with our — together, our goal is to create a more open, 

collaborative e-commerce ecosystem that benefits merchants and shoppers. So we think it’s a 

great marriage. We think this is going to be very successful as we’re marrying the technology 

and talent from ShopRunner along with our capabilities.” 

On vaccine distribution, Mr. Subramaniam said, “As we handle record [package] volumes [in 

November and December], we’re also delivering the first wave of COVID-19 vaccine shipments 

here in the U.S. In fact, on December 14, at 5:53 a.m. Eastern, the FedEx Express carrier made 

the first U.S. vaccine delivery to Boston Medical Center in Boston, Massachusetts. Our team 

stands ready to transport additional vaccine shipments internationally as they become available. 

This effort is among the most important work in the history of our company, and we are honored 

and proud to be a part of the effort to help end this pandemic. Our unparalleled Express network 

was built for time-definite shipments such as these vaccines. The scale of the FedEx network is 

massive, comprised of 680 aircraft, 200,000 vehicles and, most importantly, our nearly 600,000 

dedicated team members around the world. The power of our network is such that FedEx can 

pick up a shipment in most any one part of the world and deliver to most any other part of the 

world in a matter of a couple of days. And the distinction between our networks means that each 

will have the dedicated resources they need to deliver quickly and safely. And it is precisely this 

power that will be critical in delivering our very important mission at hand, the mission to 

distribute COVID-19 vaccines.” 

CFO Alan Graf added, “If our current trends continue, we expect certain expenses, including 

higher variable incentive compensation accruals and increased supplies and other costs related to 

the COVID-19 pandemic to remain headwinds in fiscal 2021. I’ll conclude by reemphasizing 

that we expect to continue to benefit from our strong position in the U.S. and international 

package and freight markets, yield improvement opportunities and cost management initiatives.” 

FedEx has $8.3 billion of cash and $1.9 billion of available credit facilities, giving the company 

plenty of flexibility as the pandemic evolves without needing to issue new debt. Shipping 

continues to be a lifeline for many folks, especially as shippers move to distribute quantities of 

COVID-19 vaccines. At the same time vaccines are moving around the country, FDX expects 

continued growth in e-commerce, with daily package volume growing from 35 million in 2019 

to 111 million by 2026. FDX shares have nearly doubled this year and traded as low as $90.49 in 

March. FedEx’s valuation is no longer dirt-cheap, but the massive earnings growth (EPS of 

$9.50 in fiscal 2020 and $17.06 expected for fiscal 2021) has kept valuations fairly reasonable. 

FDX trades for 0.9 times estimated sales and for 15.7 times estimated earnings. The dividend 

yield is just below 1%, which does not bother us as FDX has been using capital to grow the 

business and manage its debt load in its infrastructure-intensive business. Our Target Price for 

FDX has been boosted to $324. 



Electronic manufacturing services firm Jabil Inc. (JBL – $42.43) earned $1.60 per share in Q1 

of fiscal 2021 (vs. $1.27 est.), a massive 52% improvement over the prior year quarter. Net 

revenue for period was a record $7.83 billion, an increase of 4.3% year-over-year. Core 

operating margin continued to improve to 4.7%, a 100-basis-point improvement year-over-year. 

CEO Mark T. Mondello commented on the importance of Jabil’s role with its customers, “Today 

more than ever, I look at Jabil as an essential business and a trusted partner. Essential and trusted 

in a sustainable sense, knowing that Jabil is a primary manufacturing partner that supports a few 

trillion dollars of market value. Day in and day out, we deliver high-quality products, while 

solving and simplifying complex challenges for the customers we so humbly serve. Add to this, 

the collaboration embedded in our model, plus the deep domain expertise and a long-standing 

culture of always doing what’s right. It’s a proven formula, which stimulates progress.” 

 

CFO, Michael Dastoor elaborated on the fantastic quarter, “Our overperformance in the quarter 

was largely driven by 3 factors. For starters, our multiyear journey to both diversify and 

reposition the company continues to pay dividends. During the quarter, our health care, 

automotive and semi cap businesses all performed at or near the high end of our expectations for 

the quarter. Consequently, these results alone would have put us near the top end of our guidance 

range for Q1. On top of this, during the quarter, a few of our highly regarded strategic customers 



in our mobility, connected devices and cloud businesses experienced unexpected high levels of 

demand in Q1, which caused revenue to come in much higher than expected. Clearly, our value 

proposition across key end markets continues to resonate with customers as a result of our 

unique set of capabilities in design, engineering and global supply chain and manufacturing.” 

Shares have rebounded a profound 129% from their low in March but remain in the 

neighborhood of where they were going into the current year. Meanwhile, the Street projects 

Jabil will earn $4.50 ($0.10 less than management’s latest guidance) in fiscal 2021, a 55% 

improvement over the prior year, and 51% better than 2019, which might be deemed a “much 

more normal year.” We still like the exposure JBL gives us to multi-year tailwinds in Cloud, 5G, 

and the electrification of automobiles. The company’s strong performance across its diversified 

business platform, reasonable valuation and generous capital return program have led us to bump 

our Target Price to $56. 
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