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Market Review 

A little housekeeping before this week’s missive. As discussed on Tuesday’s Sales Alert, we sold 

90 and 38 shares Albemarle (ALB – $184.10) respectively held in TPS Portfolio and 

Buckingham Portfolio on Thursday, January 7, at $182.3190. We will use that price to close out 

32 Albemarle shares sold in Millennium Portfolio. 

Also, on Thursday, January 7, and as indicated in the January edition of The Prudent Speculator, 

we bought 178 shares of Big Lots (BIG – $44.48) at $44.7819 for Buckingham Portfolio. In 

addition, in our hypothetical accounts, we added 85 shares of Waste Management (WM – 

$118.60) at $117.50 to Millennium Portfolio, as well as of 646 shares of Fifth Third Bancorp 

(FITB – $31.18) at $30.95; 155 shares of Total SE (TOT – $45.90) at $45.52 and 25 shares of 

International Business Machines (IBM – $128.53) at $130.04. 

***** 

While events in Washington,… 



 

…generally pushed the surge in COVID-19 cases, hospitalizations and deaths off of the front 

page,… 



 

…the equity markets turned in a very good first week of 2021, with Value stocks continuing the 

leadership witnessed over the second half of 2020. 



 

Of course, folks should not be surprised to see Value at the top of the performance tables, given 

the massive long-term total-return edge these kinds of stocks have enjoyed dating back to the 

1920s,… 



 

…and the extraordinary valuation advantage that presently exists. 



 

To be sure, the Democratic sweep of the Georgia elections arguably adds to the appeal of Value 

stocks,… 



 

…given the likelihood for additional near-term government stimulus to help offset a jobs market 

that contracted in December,… 



 

…and that has seen over 73 million filings for jobless benefits since the start of the pandemic. 



 

No doubt, many will assert that additional largesse from Washington is not necessary, given how 

well the economy has been holding up,… 



 

…and with relatively robust forward-looking readings on the health of the manufacturing,… 



 

…and services sectors. 



 

Not surprisingly, the likelihood of additional government debt coming to market has led to a 

surge in interest rates, with the yield on the benchmark 10-Year U.S. Treasury jumping from 

0.91% to 1.12% last week,… 



 

…continuing the sizable move higher over the last six months or so that has led to red ink for 

some of those hiding out in the perceived safety of fixed income. 



 

The spike in interest rates has also brought out the inevitable warnings from equity market 

naysayers that stock prices must soon fall, even as the overwhelming weight of the historical 

evidence suggests that rising rates, on average, are another arrow in Value’s quiver,… 



 

…and, not surprisingly, are a major headwind for bonds,… 



 

…where the love affair has been long-playing. 



 

With the understanding that stock prices move in both directions and that we always must be 

braced for some sort of pullback, especially after the incredible rally off of the March 2020 

lows,… 



 

…we remain optimistic about the long-term prospects of our broadly diversified portfolios of 

what we believe to be undervalued stocks. 



 

This does not mean that we are ignoring the political, health and other risks that are front and 

center these days, but we are comforted by the fact that stocks in the fullness of time have 

overcome all crises that our country has faced. 



 

Stock Updates  

With the jump in interest rates bolstering stocks in the Financial sector and the Georgia elections 

also providing a greater likelihood of near-term infrastructure spending legislation, which 

propelled stocks in the Industrial sector higher, we have made quite a few tweaks to our Target 

Prices, many of which are reflected in the table below showing the winners and losers from week 

one of 2021. 



 

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, and we note that some of the 

2021 winners could be sources of capital as new ideas present themselves. 

Jason Clark, Chris Quigley and Zack Tart take a look at four of our companies that had news out 

last week of sufficient interest to merit a Target Price review. 

Shares of technology-focused health concern Change Healthcare (CHNG – $24.14) surged 29% 

last week after Optum, a part of UnitedHealth Group, announced plans to acquire the company. 

The press release stated, “Change Healthcare will join with OptumInsight to provide software 

and data analytics, technology-enabled services and research, advisory and revenue cycle 

management offerings to help make health care work better for everyone.” 

“Change Healthcare has made significant progress executing its strategic objectives, including 

advancing innovation, accelerating growth and improving the effectiveness of the U.S. health 

system,” said Howard Lance, Chairman of the Board of Directors of Change Healthcare. “We 

are delighted to have in Optum a partner that shares a common vision of creating a better future 

https://theprudentspeculator.com/dashboard/


for health care for the people and communities we serve and see this combination as in the best 

interests of all of our stakeholders.” 

The purchase agreement will exchange each CHNG share for $25.75 in cash. The deal is 

expected to close in the second half of this year and is subject to customary regulatory review. 

We acquired our Change shares in exchange for some or all of of our McKesson (MCK – 

$183.55) in 2019 and in the relatively short holding period, shares have appreciated 86%. Given 

the limited upside between the current price and the buyout price, as well as long runway to 

closing and lack of a dividend, we will consider our CHNG position a source of cash to fund 

future purchases, though we will hold for the time being as our Target Price is $26. 

Shares of thinly traded Greenbrier Companies (GBX – $35.56) ended trading roughly where 

they began last week even as the railcar manufacturer reported a fiscal Q1 loss per share that was 

worse than analysts expected (-$0.30 vs. -$0.08). Lingering effects from the pandemic drove 

sales lower in the quarter by more than a third compared to fiscal Q4 2020 as the company 

delivered 45% fewer railcars. Greenbrier continues to prioritize liquidity and expense control, 

maintaining a cash balance of $724.5 million (equivalent to roughly a normalized quarter worth 

of revenue) with an additional $85 million of borrowing capacity on its credit facility. Roughly 

in line with last quarter, the company still boasts a backlog made up of 23,900 units valued at 

$2.4 billion. Notwithstanding the roller coaster 2020 had been, shares are 29% higher than they 

were at this point last year. 

Despite the quarterly loss, CEO Bill Furman commented, “We continue to generate solid 

operating cash flow, an important measure of Greenbrier’s health and vitality. This results from 

earlier actions we executed as our industry entered a downturn in mid-2019, including adjusting 

capacity and reducing costs prior to and during the onset of the pandemic. The pandemic 

compelled us to take a series of additional tough steps to protect the enterprise and to ensure 

Greenbrier maintained the strongest possible financial position. We serve markets with cyclical 

demand that are also uniquely exposed to broader economic forces. This makes flexibility and 

adaptability an integral to Greenbrier’s survival. Not only it’s survival, but it’s long-term growth, 

recovery and well-being.” 

Turning to the quarters ahead, he continued, “With rightsizing our capacity nearly complete, 

Greenbrier’s operating footprint is well suited for the market recovery expected in the second 

half of calendar 2021. Steps we have taken in the past several years have resulted in a strong 

industry leadership on 3 continents, and the data we study suggest that when a return to normalcy 

does arrive that the rail business will react very quickly, and there should be a snapback effect. 

Overall, we are cautiously optimistic about the U.S. economy and the world during the next 12 

months. The recently enacted federal stimulus package, mass vaccine distribution, steady 

consumer spending and the promise of robust infrastructure package emerging from a new 

Congress and administration in Washington are all favorable developments.” 



 

Despite the challenging operating environment, we continue to think consolidating acquisitions 

in North America and expansion abroad have both strengthened the company’s competitive 

position and added beneficial diversification. We acknowledge that GBX has historically been a 

volatile stock and that is unlikely to dissipate in the near term. But for those able to stay on the 

ride, Greenbrier has potential to significantly benefit as the economy eventually hits its stride. 

We point out that the firm has grown book value per share by a multiple of 3 over the past 

decade, while paying out substantial income to shareholders through dividends since 2014. 

Shares currently yield 3.0% and our Target Price remains $43. 

Lighting and building management concern Acuity Brands (AYI – $115.99) reported last 

Thursday that it earned $2.03 per share in its Q1 2021 that ended November 30. The print bested 

the $1.85 expected by analysts as the firm repurchased nearly 5% of its outstanding share count 

in the quarter, helping to offset a 5.1% year-over-year revenue decline. Shares had rallied as 

much as 23% since the Pfizer vaccine announcement before retracing nearly 10% in the two days 

after releasing financial results. The year-over-year sales decline was largely attributed to a 28% 

decrease in the corporate account sales channel as big box retailers either postponed or cancelled 

projects. Also, Acuity had the benefit of fresh price increases in the comparable quarter a year 

ago as a measure to counteract the burden of tariffs. 



CEO Neil Ashe commented on the quarter, “Our company delivered consistent financial 

performance in our first quarter amid the challenging market environment associated with the 

pandemic that continues to negatively impact our end markets. We achieved gross profit margins 

of 42%, in line with our gross profit margins in the fourth quarter, resulting from our ongoing 

actions to drive productivity and reduce product input costs. We generated free cash flow of 

$113 million and deployed $255 million of cash to repurchase shares under our share repurchase 

program.” 

Looking ahead, he added, “While we still see uncertainty in the end markets we serve, we are 

cautiously optimistic about improvement during calendar year 2021. We are using the breadth of 

our product portfolio and the strength of our go-to-market teams to deliver solid top line 

performance. At the same time, we are managing our costs well while continuing to invest in our 

business for the future so that we will become a larger, more dynamic company.” 

No doubt, the pandemic has affected demand over the past year and implanted uncertainty 

around the future of certain non-residential real estate. But, we view these as opportunities for 

Acuity as lighting represents a significant proportion of energy consumed by commercial real 

estate and as customers pursue additional ways to automate their properties. Further, 

management reminded on the earnings conference call, “We expanded our capabilities to provide 

a broad portfolio of leading germicidal UV products. In addition to our relationships with Ushio, 

PURO and Violet Defense. We had an agreement to purchase and resell the UV Angel Clean Air 

disinfection system, as well as pursue joint development of UV light disinfection products. We 

now have the ability to serve multiple end use alternatives and are in the market, selling a variety 

of GUV products. We are uniquely positioned to support customers with our luminaire, controls 

and building management portfolio.” 

We also note that recent borrowings to refinance an outstanding term loan strengthens an already 

solid balance sheet which should support continued share repurchases (5.1 million shares remain 

on the authorization). With a NTM P/E ratio of 14.6, shares trade on the lower end of the 5-year 

range and yield a modest 0.4%. Our Target Price now stands at $181 

Memory maker Micron Technology (MU – $77.42) posted earnings per share of $0.78, versus 

the $0.67 estimate, in fiscal Q1 2021. MU had total revenue of $5.77 billion, versus the $5.63 

billion estimate. Shares dropped 2% on the news, although they have gained 125% since last 

year’s low on March 16 as memory makers have benefitted from strong demand and growth 

expectations remain intact for the upcoming year. 

CEO Sanjay Mehrotra said on the earnings call, “Micron continues to make solid progress on our 

key goals: first, to deliver industry-leading technology and improve our cost structure; second, to 

bring differentiated products to market and improve our product mix; and third, to grow our 

share of industry profits while maintaining stable bit share. From fiscal year ’16 to fiscal year 

’20, we substantially improved our EBITDA margin for our combined DRAM and NAND 

business, while the rest of the industry in aggregate was roughly flat. And over the last few years, 

we have accelerated our technology road map in both DRAM and NAND. As a result, for the 

first time in our history, Micron has technology leadership in both DRAM and NAND 

simultaneously.” 



Mr. Mehrotra continued, “Turning to end markets. In data center, cloud and AI will drive long-

term growth, with memory and storage becoming an increasing portion of server [parts] cost…In 

data center SSDs, we continue to make progress on our NVMe portfolio and completed several 

customer qualifications in F Q1…Micron is well positioned to win in the 5G era with our 

industry-leading product portfolio. We had several key achievements in our mobile business in F 

Q1… In PC, the continued remote work and learning trend drove strong notebook and 

Chromebook demand in the quarter despite pockets of nonmemory component shortages in the 

supply chain…In graphics, we achieved strong GDDR6 and 6X bit shipment growth driven by 

new game console and PC graphics product launches. Micron has a strong position in this high-

growth market with a broad product portfolio and deep customer partnerships.” 

“As we look ahead, we are excited about the growth and health of our diverse end markets, 

which continue to benefit from powerful secular technology trends, including AI, cloud, 5G and 

the intelligent edge. These trends are already enabling the data economy and increasing the 

importance of DRAM and NAND. Memory and storage industry revenues have grown faster 

than the broader semiconductor industry from approximately 10% of semiconductor industry 

revenues in the early 2000s, to now approaching 30%. We expect that our TAM growth will 

continue to outpace the rest of the semiconductor industry over the next decade,” Mr. Mehrotra 

concluded. 

Management expects DRAM cost reductions in the mid-single-digit percent range in fiscal 2021. 

NAND cost reductions are expected in the low- to mid-teens percent range. The company 

expects revenue for fiscal Q2 to come in between $5.6 billion and $6.0 billion with adjusted EPS 

between $0.68 and $0.82. Micron finished the quarter with approximately $1.8 billion in net cash 

and has total liquidity of $10.9 billion. While MU has never paid a dividend, the company 

remains committed to returning cash to shareholders via its share repurchase program. MU did 

not buy back any shares in fiscal Q1 but expects to return 50% of annual free cash flow to 

shareholders. 

Micron shares stumbled shortly after we initially recommended them, but those that stuck with 

MU have been rewarded with healthy gains. We believe that Micron can continue its run thanks 

to growing earnings (more than $8.00 of EPS projected by 2023 compared to $2.83 in 2020) and 

a strong demand environment for solid state products. As always with memory makers, the short 

term offers plenty of uncertainty and a focus on the longer term remains important. The company 

has a strong balance sheet and reasonable valuation metrics. Our Target Price for MU has been 

boosted to $90. 
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