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Market Review 

A bit of housekeeping before this week’s missive. As discussed on Monday’s Sales Alert, in our 

hypothetical accounts, we closed out 111 shares of Viacom (VIAC – $64.49) at $63.68 in 

Millennium Portfolio on Wednesday, February 24. 

Work is beginning on the March edition of The Prudent Speculator. This month, we offer two 

first-time recommendations, while we look at stellar Q4 corporate profits via our regular 

Earnings Scorecard feature. If all goes according to plan, we will email out TPS 653 by 

Wednesday evening, March 3. 

In the interim, we will be posting updated Target Prices for all our recommended stocks to 

theprudentspeculator.com. 

***** 

With a sizable pullback setting in on Thursday and Friday, the equity markets provided another 

reminder that stock prices in the short run move in both directions, even as the long-term trend 

has been higher. 

http://theprudentspeculator.com/


 

Of course, the financial press didn’t know what to make of the twists and turns for the week, as 

the average stock moved nicely higher through Wednesday. 



 

No doubt, upbeat testimony on Capitol Hill from Jerome H. Powell on the state of the economy 

helped matters as the Federal Reserve Chair said, “While we should not underestimate the 

challenges we currently face, developments point to an improved outlook for later this year,” a 

prognosis that was seemingly confirmed by the latest better-than-expected reading on the 

Leading Economic Index (LEI). 



 

And, continued strong numbers from the manufacturing and housing sectors,… 



 

…not to mention a surprising drop in first-time filings for jobless benefits,… 



 

…were a big reason that U.S. Treasury yields remained on an upward march, with the 10-Year 

seeing its rate climb from 0.91% on 12.31.20 to 1.07% on 1.29.21 to 1.52% on Thursday. That 

piercing of the 1.5% level appeared to be the straw that broke the camel’s back for equities, if 

The Wall Street Journal is to be believed,… 



 

…even as the benchmark government bond caught a strong buying bid on Friday, driving the 

week-ending yield back down to 1.40%. 



 

Such a sharp move lower in bond yields “should” have led to a rally in stocks on Friday, 

reversing Thursday’s downturn…assuming that market movements were ever easy to rationalize. 

Instead, the equity markets sank again on the final trading day of the week,… 



 

…with inflation seemingly the new bogeyman after it was confirmed that consumer spending 

and incomes soared in January,… 



 

…and the personal consumption expenditure index rose 0.3%, with the year-over-year change in 

the Federal Reserve’s preferred inflation measure accelerating to a 1.5% increase, up from 1.3% 

in December. 



 

Of course, those worried about inflation seemed to ignore Chair Powell’s comments last week, 

“The pandemic has also left a significant imprint on inflation. Following large declines in the 

spring, consumer prices partially rebounded over the rest of last year. However, for some of the 

sectors that have been most adversely affected by the pandemic, prices remain particularly soft. 

Overall, on a 12-month basis, inflation remains below our 2 percent longer-run objective.” 

Further, students of market history understand that stock prices have performed fine, on average, 

over the last nine-plus decades whether inflation is rising or falling,… 



 

…with even the supposedly awful 16-year inflationary period that included the 1970s an 

incredibly favorable time span for Value stocks on an absolute and relative basis. 



 

And speaking of relative, there are no prizes for red ink, but Value indexes added to their recent 

outperformance last week, recording a fantastic five days compared to Growth indexes. 



 

As always, the future is uncertain, and we would not be surprised if the latest pullback carried 

prices lower in the near-term, especially when we consider that investor sentiment on Main 

Street (a contra indicator) hit its highest level of optimism for the year this past Wednesday,… 



 

…while folks had reversed their propensity to sell domestic equity mutual and exchange traded 

funds the last couple of weeks. 



 

Still, we are a long way from normal, much less euphoria when it comes to consumer 

confidence/sentiment,… 



 

…while we know that the current environment will be shaped by developments on the COVID-

19 front,… 



 

…where the one-dose vaccine from Johnson & Johnson (JNJ – $158.46) was approved over 

thee weekend. 



 

So, we are braced for additional downside volatility as March begins, but, as we articulated in 

our latest Time for Value Special Report (https://theprudentspeculator.com/wp-

content/uploads/2021/02/Time-For-Value-004.pdf), we remain sanguine about the long-term 

prospects for our broadly diversified portfolios of what we believe to be undervalued stocks. 

After all, interest rates are still very low by historical standards, while tons of money remains 

parked in low-yielding fixed income instruments that could migrate toward equities, the Federal 

Reserve is likely to remain highly accommodative for the foreseeable future, the economy is 

poised for significant growth this year and corporate profit comparisons should be sensational. 

For those looking to put money to work, we’ll conclude with a list of 25 of our recommendations 

that have yet to enjoy time in the 2021 sun. 

https://theprudentspeculator.com/wp-content/uploads/2021/02/Time-For-Value-004.pdf
https://theprudentspeculator.com/wp-content/uploads/2021/02/Time-For-Value-004.pdf


 

Stock Updates  

Keeping 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. 

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

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

Shares of tire manufacturer Goodyear Tire & Rubber (GT – $16.81) raced 21% higher last 

week as the firm announced that it would be acquiring competitor Cooper Tire & Rubber for a 

total consideration of $2.5 billion. The price is a 24% premium to the Cooper close from the 

prior week, but the move is expected to significantly strengthen GT’s competitive position, 

particularly in North America. Goodyear has agreed to pay a bit more than 75% with cash and 

use stock for the remainder, with the transaction subject to regulatory approval and a vote by 

Cooper shareholders. 

https://theprudentspeculator.com/dashboard/


Goodyear CEO Richard J. Kramer commented on the deal, which is expected to close in the 

second half of 2021, “This is an exciting and transformational day for our companies. The 

addition of Cooper’s complementary tire product portfolio and highly capable manufacturing 

assets, coupled with Goodyear’s technology and industry leading distribution, provides the 

combined company with opportunities for improved cost efficiency and a broader offering for 

both companies’ retailer networks. We are confident this combination will enable us to provide 

enhanced service for our customers and consumers while delivering value for shareholders.” 

Brad Hughes, Cooper CEO, added, “Cooper has transformed into a dynamic, consumer-driven 

organization that has balanced traditional and emerging channels to increase demand for our 

products, while updating and effectively leveraging our global manufacturing footprint. I am 

extremely proud of what our team has accomplished over the past 107 years and am grateful to 

our talented employees for their contributions and commitment. This transaction marks the start 

of a new chapter for Cooper, which we are entering from a position of strength. We believe that 

it represents an attractive opportunity to maximize value for our shareholders, who will receive a 

meaningful premium as well as the opportunity to participate in the upside of the combined 

company. We look forward to the opportunity to combine Cooper’s considerable talents with 

Goodyear’s, and to be part of a bigger, stronger organization that will be competitively well-

positioned to win in the global tire industry.” 

 



Goodyear intends to finance the cash portion of the deal with debt but should see an 

improvement to its credit position overall given Cooper’s net-cash balance sheet. In addition, 

management expects $165 million of annual cost savings from overlapping corporate functions 

and operating efficiencies. Assuming it is approved, we like the competitive dynamics offered by 

the combination as we have long-appreciated Cooper’s operating capability. We’ve bumped our 

Target Price for GT up to $20. 

An open letter written by a consortium of shareholders of Kohl’s (KSS – $55.25) was released 

Monday morning. The group of activists, who have apparently been in talks with management 

since last December, accused the department store operator of poor retail execution and strategy 

leading to declining sales and margins, and have called for a number of actions to be taken. 

These include, but are not limited to, board transformation, strategic alternatives concerning the 

firm’s real estate and working capital management, and a review of management compensation. 

The group reportedly owns a 9.5% stake in the retailer and has nominated 9 individuals to the 

12-person board for the upcoming shareholder meeting typically held in May. 

Management publicly commented on the letter the same day, opposing the group’s efforts to 

overhaul the board, and pointed to several actions already taken to enact change. These include a 

recent strategic partnership with Sephora, a focus on activewear and investment in its 

omnichannel offering. Shares rallied as much as 10% Monday, before closing the day and the 

week back under $56. 

We have written constructively on management’s efforts to reverse course (particularly 

regarding Amazon and the recent partnership with Sephora), all the while battling a very difficult 

environment over the past year. We think current management actually should be commended, 

as it is hard to complain about a quintupling of the stock price off of the 2020 lows, while 

outsider proposals of this sort often sound better on paper than the in reality. That said, we 

welcome any long-term improvements that may come about given the involvement of the activist 

group, and we note that they did have some success in turning around (at least as far as the stock 

price is concerned) a far-more-problematic retailer in Bed Bath & Beyond. We continue to like 

Kohl’s financial position and think the company stands to take market share that is up for grabs 

due to bankrupt and struggling competition, while stand-alone and strip-mall locations, versus 

stores within closed-air malls, are a plus. We have hiked our Target Price to $60, but we do want 

to be careful about overstaying the KSS rebound party as the stock is up nearly 36% this year 

alone. 

Shares of Foot Locker (FL – $48.09) fell almost 9% Friday, cutting the 2021 year-to-date gain 

to 19%, after the footwear and apparel retailer released fiscal Q4 2021 results that disappointed 

investors. The company realized adjusted EPS of $1.55, versus the consensus analyst estimate of 

$1.37. However, revenue of $2.19 billion fell short of the average forecast of $2.29 billion. In 

addition to the revenue shortfall, same store sales surprisingly dipped 2.7%, but gross margins 

expanded by 160 basis points. 

We think the selloff on Friday was overdone, because a little digging into the conference call 

transcript left us believing the quarterly results were materially impacted by a decline in FL 

Europe and Canada (represents 27% of total units), as stores were only open for about 60% of 



potential operating days, versus almost 100% for U.S.-banner stores, given COVID-19 

restrictions. Additionally, headwinds from port congestions delayed product shipments by an 

average of two to three weeks, heavily impacted FL’s ability to meet strong consumer demand 

and resulted in a 24% decline in merchandise inventories versus a year ago. 

“Despite the challenging macro backdrop of COVID-related store closures and supply chain 

congestion, we delivered strong bottom-line results in the fourth quarter,” said CEO Richard 

Johnson. “Our customers responded well to our solid product offering and exciting holiday 

campaign, which drove stronger margins and continued acceleration of our digital business. 

Based on the resiliency we have shown over the course of 2020, I am looking forward with 

renewed optimism as we continue to advance our long-term strategies and build value for all our 

stakeholders.” 

“Our teams continued to execute nimbly in the fourth quarter to manage against the headwinds to 

our top line. As a result, we delivered gross margin expansion and improved inventory turns, 

while maintaining our discipline with expense management,” added CFO Lauren Peters. 

“Although over 10% of our store fleet is temporarily closed at present due to COVID-19 

restrictions, the strength of our financial position leaves us well prepared to continue navigating 

the macro challenges, while protecting our bottom line and investing in our growth.” 

“As previously announced, our Board of Directors approved a meaningful increase in our 

quarterly dividend to $0.20 per share, a 33% increase from the prior $0.15 per share,” continued 

Ms. Peters. “Combined with the approval of a $275 million capital investment program for 2021, 

these actions reflect our Board’s confidence in the company’s strong financial position and 

ability to pursue our strategic initiatives while also returning more cash to shareholders.” 

While the near-term continues to be filled with 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 that 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 now stands at $70. 

Cruise operator Royal Caribbean (RCL – $60.50) reported a loss of $5.02 per share for its 

recently ended Q4 2020 amid another period of drastically reduced revenue. Nevertheless, shares 

catapulted over 30% higher in the past two weeks, pushing gains since the announcement of the 

Pfizer COVID-19 vaccine to more than 50%. Fast approaching a full year of no sailing, the 

current date to resume voyages is May 1, although we are prepared to see it pushed out yet again. 

Since the suspension of cruising, management has raised nearly $9.3 billion of capital through 

bond and stock offerings in addition to borrowing through loan agreements. Management 

estimates the company will continue to burn approximately $250 million to $290 million per 

month for the foreseeable future until operations are back to normal. Also, on January 29, 2021, 

the company announced it had entered into a definitive agreement to sell its Azamara brand in an 



all-cash transaction for $201 million, which includes Azamara’s three-ship fleet and associated 

intellectual property. 

Despite losses expected by analysts out until 2022, recent investor enthusiasm appears tied to the 

trajectory of the firm’s bookings and demand for cruising which remains quite strong. CFO 

Jason Liberty commented, “Clearly, 2021 is not going to be a traditional year. And to this end, 

we did not plan for a traditional wave season. And therefore, our sales and marketing activities 

still remain anemic and extremely strategic. Currently, we don’t expect to broadly ramp up our 

marketing until more ships come back into operation. Despite the lack of marketing spend, we 

have seen a 30% increase in new bookings since the beginning of the year when compared to 

November and December.” 

He continued, “Our Lift & Shift in future cruise credit programs have been very successful in 

both preserving cash and driving demand for future periods. Having said this, I will highlight 

that from a cumulative standpoint, almost 75% of our book business is new and not related to 

rebooking activities. The cumulative book position for sailings in the second half of 2021 is 

aligned with our expectations in terms of resumption of cruising with pricing higher than 2019, 

both including and excluding the dilutive impact of future cruise credits. It is probably too early 

in the booking window to talk too much about 2022, but behavior to date is quite similar to 

booking activities in previous years. Our book position for the first half of 2022 is within 

historical ranges at higher average prices.” 

In what has been a treacherous environment for all businesses related to travel, we have been 

impressed by the actions management has taken to weather the storm. We still believe people 

will want to cruise when they are afforded the opportunity and that the longer-term outlook for 

the category remains strong. That said, debt issuance and payment deferrals into the future will 

eventually come home to roost, and efforts to make cruising safer will come at a cost, both of 

which will weigh on results even once sailings are eventually reinstated, so we are keeping a 

watchful eye on RCL. Our Target Price now stands at $105. 

Shares of EOG Resources (EOG – $64.56) sank over 5% in Friday trading in a reaction to the 

energy giant’s release of Q4 financial results. EOG earned $0.71 per share in the quarter, more 

than 98% better than the $0.36 analysts expected and 65% better than Q3 (although down 47% 

from the year-ago period). Excellent cost control drove per-unit operating expense 11% below 

the midpoint of management’s guidance. EOG also continues to focus on reducing its emissions 

footprint and has set a goal to eliminate routine flaring by 2025. Despite what we think was a 

fantastic quarter, it appears selling was a result of management’s decision to maintain Q4 

production throughout 2021 and maintain its CAPEX plan of $3.9 billion. 

CEO Bill Thomas explained, “There is no reason to consider growth until the market rebalances. 

Signs of an earlier recovery will not change our $3.9 billion 2021 capital plan.…Assuming a 

balanced market by year-end, we’re positioned to grow oil 8% to 10% in 2022 and 2023. We 

forecast that our shifting well mix towards double premium will lower our base decline rate to 

less than 25% within 5 years from 34% last year.” 



 

Mr. Thomas also commented on the Biden administration’s agenda to suspend drilling permits 

on federal lands: “From the statements made by the current administration, we believe that our 

current existing federal leases and corresponding federal drilling inventory can be fully 

developed. EOG is well prepared to manage through any regulatory changes that could impact 

the pace of development on federal acreage. The combination of our large number of federal 

permits in hand, our flexibility to pivot within our deep inventory of double-premium locations 

and our ability to add new inventory through organic exploration gives us the confidence that the 

future performance of the company will not be affected.” 

The selloff Friday was not a major surprise, given our warning last month that the ride could be 

quite bumpy. Nevertheless, we like that EOG is one of a handful of shareholder-friendly oil and 

gas producers. And while the Street may have been disappointed in the firm’s production plans, 

we think management’s focus on capital returns is to be commended. Owing to the strong 

balance sheet and free cash flow generation, the board recently increased the dividend by 10% 

and the yield is now 2.6%. Shares trade for 17 and 15 times the respective 2021 and 2022 EPS 

estimates. Our Target Price for EOG is presently $80. 

Shares of Physicians Realty Trust (DOC – $17.00) fell more than 2% last week as rising 

interest rates impacted numerous REITs, even as the company reported solid Q4 results. The 



medical properties REIT posted fourth quarter revenue of $111.4 million, an increase of 3.7% 

over the prior-year period, and better than the consensus estimate of $108.9 million. Funds from 

operations were $0.26 per share, which was in line with expectations. As of February 22, 2021, 

DOC had collected 99.6% of Q4 rent. January rent collection was announced at 99.3%, including 

100% collection of amounts due under a deferred agreement. 

CEO John T. Thomas commented, “Our success in 2020 resulted from attention to our core 

values summarized by C.A.R.E. We Collaborate & communicate, Act with integrity, Respect the 

relationship, and Execute consistently. In 2020 we remained disciplined, operationally and 

financially, to deliver safer health care facilities for our providers and their patients, as well as 

safer results for our shareholders. From the onset of the pandemic through December 31, 2020 

we collected cash equal to over 99% of all rent and other charges due from our tenants, 

culminating in the collection of 99.6% of rent due in the fourth quarter. We ended 2020 with the 

lowest outstanding accounts receivable balance we have ever had as a percentage of revenue and 

an occupancy rate of 96%, the highest of all public owners of medical office facilities. While the 

equity market was volatile, we ended the year with the best total shareholder return of any public 

REIT with a significant medical office portfolio. We believe the quality of our health care 

service providers, clinically and financially, was the primary reason for our solid financial 

results.” 

Mr. Thomas concluded, “With the distribution of vaccines in early 2021 and the expectation of 

returning to ‘normal,’ we will continue to Invest in better® with a focus on acquisitions and 

financing new development for growth, our commitment to ESG, and the communities we serve. 

We look forward to discussing fourth quarter performance, as well as our expectations for 2021 

during today’s conference call.” 

There is certainly a lot of the economy that has a way to go before it fully opens back up 

(without restrictions), but as it does, DOC will benefit as a return to more elective surgical 

procedures occurs. We continue to favor the expertise and experience of the management team, 

as well as the favorable demographic trends (20% of the U.S. population is projected to be older 

than 64 before 2030). We also like the continued focus on leveraging its physician and hospital 

relationships nationwide to invest in off-market assets that maximize shareholder returns. The 

current dividend yield is 5.4% and our Target Price for DOC is $22. 

Despite posting strong quarterly results, shares of Lowe’s Cos (LOW – $159.75) sank almost 

10% as investors sold on a tepid sales outlook and worries that rising interest rates would cool 

the hot housing market. For fiscal Q4 2021, the home-improvement retailer reported sales of 

$20.31 billion and adjusted earnings of $1.33 per share, 4.7% and 10.4% higher than the 

respective consensus analyst estimates. Same store sales growth of 28.6% trounced expectations 

of 19.4%, with strength across all U.S. regions and business categories. Operating margin was 

solid and is expected to continue to improve in calendar 2021, coming in between 11% and 12%. 

Full-year fiscal 2021 free cash flow generation was more than three times fiscal 2020 and was 

the highest by far of the last decade. A continuation of solid FCF generation will allow LOW to 

continue to finance improvements and transformation, support a growing dividend and fund 

buybacks. 



“Strong execution enabled us to meet broad-based demand driven by the continued consumer 

focus on the home, with growth over 16% in all merchandising departments, over 19% across all 

U.S. regions and 121% on Lowes.com. I would like to thank our front-line associates for their 

continued dedication to serving our customers and communities and supporting safety in our 

stores. I am pleased with our progress in 2020 as we generated nearly $90 billion in sales, with 

annual sales growth of over $17 billion, while also enhancing our operating efficiency. Looking 

ahead to 2021, we expect to grow market share and drive further operating margin expansion,” 

commented CEO Marvin R. Ellison. 

Of course, Mr. Ellison conceded that he expects sales to slow as more folks become vaccinated 

and consumers shift spending back to leisure and entertainment, but he states, “There’s some 

really good tailwinds for the business long term.” The consistency and strength of the company’s 

execution through the Pandemic is evidence to us that efforts to turn around and transform LOW 

have been working. While sales jumped way more than we expected, we do not think the 

company should be penalized. Management laid out multiple scenarios in calendar 2021, but 

each sees at least a small top-line decline (though the company is thus far seeing trends toward 

the most-robust scenario). 

We like that 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, and we see a growing to even-stable housing market providing 

operating leverage. Lowe’s still has risk of lack of exposure to construction professionals, but we 

are encouraged by the improvements that have been made as the company strives to make the 

stores a top destination for pros. We also see continued opportunity for the company in e-

commerce. We think management’s focus on sustaining higher returns on capital warrants more 

of a premium multiple for LOW shares versus the historical range, but there is plenty of upside 

available, in our view, even if the current P/E of 18 is maintained going forward. Our Target 

Price has been boosted to $190. 

Medical device maker Medtronic PLC (MDT – $107.86) posted EPS of $1.29 for fiscal Q3, a 

10% decrease from the prior-year quarter, but above the analyst estimate of $1.16. Revenue of 

$7.8 billion grew just 1% from the prior year (due to a currency benefit), and was mostly in-line 

with estimates. Shares opened trading 3% higher following the release Tuesday morning but 

faded throughout the remainder of the week. Cardiac & Vascular sales declined 4% on an 

organic basis due to declines in certain pacemaker and device sales and despite strong adoption 

of MDT’s new Micra Pacemakers globally. Sales within Minimally Invasive Therapies grew 

6.3% driven by a 25% increase in ventilator sales. Restorative Therapies sales were roughly flat 

as growth in specialty therapies and neuromodulation offset mid-teen declines of cranial and 

spinal technologies products. 



 

CEO Geoffrey Martha said that Medtronic was “well on its way to returning to growth” in top 

and bottom-line financial results. He added, “This happened despite the impact of the COVID 

resurgence on procedure volumes in late December and January. We’re also outperforming our 

markets as our new products are driving share gains in an increasing number of our businesses. 

In fact, we outperformed the market even if you exclude our strong ventilator sales. And when 

you consider that we’re going up against a number of our competitors’ year-end pushes and our 

results include the month of January when COVID was having an increased impact on procedure 

volumes, our performance is even more impressive.” 

CEO Karen Parkhill offered the outlook for Medtronic’s multiple segments, “It’s reasonable to 

think about organic revenue growth in a range between 30% and 34% if the recovery trends 

follow our expectations. In that case, by group, RTG [Restorative Therapies] organic growth 

would be around 50%; CVG [Cardiac & Vascular], around 40%; and MITG [Minimally Invasive 

Therapies], around 15%, reflecting the continued ramp down in ventilator revenues and a tough 

year-over-year comparison; and Diabetes organic growth would be in the high single digits.” 

We are encouraged that MDT seems to have turned a corner going into calendar year 2021 and 

appreciate that the med-tech concern seems to continuously offer up new products to keep the 

growth engine going as older products mature. We like the company’s diverse portfolio and solid 



financial position, which is essential to support increases in research & development spending. 

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 major 

assets. Shares yield 2.0% and our Target Price has been adjusted upward to $133. 
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