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Market Review 

A bit of housekeeping before this week’s missive. As discussed in the March edition of The Prudent 

Speculator, we bought the following on Friday, March 5: 

TPS Portfolio 

116 Air Products (APD – $263.82) at $258.2168 

97 Pinnacle West Capital (PNW – $76.30) at $75.5099 

Buckingham Portfolio 

133 NetApp (NTAP – $61.33) at $60.11 

67 JM Smucker (SJM – $118.34) at $118.33 

In our hypothetical accounts, we added the following, also on Friday, March 5: 

Millennium Portfolio 

30 Anthem (ANTM – $333.60) at $323.72 

382 AXA SA (AXAHY – $26.50) at $26.11 

PruFolio 

583 World Fuel Services (INT – $35.23) at $34.29 

***** 

While it was a roller-coaster ride, the market gyrations last week ended on a very high note, especially 

for those of us who favor inexpensively priced stocks. Indeed, thanks to the big equity market rebound 

on Friday, the spread in returns between Value and Growth was about as wide…and enjoyable…as we 



have ever seen for the full five trading days, with the Russell 3000 Value index gaining 2.70%, compared 

to a loss of 1.94% for the Russell 3000 Growth index. 

 

Of course, the financial press didn’t know what to make of the Value renaissance, as The Wall 

Street Journal trumpeted the losses for the Nasdaq, even as the broad-based S&P 500 index 

ended up 0.84% for the week. 



 

Perhaps the Journal went with the negative headline to better fit the recent narrative that the 

jump in the yield on the 10-Year U.S. Treasury is bad for stocks,… 



 

…even as more than nine decades of market history, on average, vehemently argues to the 

contrary,… 



 

…with annual returns data showing that, though equities prefer a declining rate environment, the 

outperformance for Value versus Growth is greater when the benchmark government bond yield 

has risen. Not surprisingly, about the only conclusion that students of market history can draw is 

that rising interest rates are challenging…for bonds. 



 

After all, the initial chart in this week’s missive shows massive equity market returns across the 

board and losses on the U.S. Aggregate Bond Index since July 9, 2020, when the yield on the 10-

Year U.S. Treasury was 0.63%, compared to today’s 1.57%. 



 

To be sure, a 10-Year yield of 1.57% is still extraordinarily low by historical standards, but long-

term government bond investors have learned the hard way that fixed income investments are not 

without risk,… 



 

…a truism that was echoed by Bill Dudley last week in a New York Times article, in our view 

inappropriately subtitled, “Wall Street is in for a rude awakening, former NY Fed president 

says.” Those who managed to get beyond the headline that would seem to suggest that stocks are 

in trouble would realize that Mr. Dudley’s concerns were with the bond market: 

“Dudley said he’s not sure if he would use the word ‘bubble,’ but said low Treasury rates are 

‘absolutely not’ sustainable. ‘If you define a bubble as something where yields are far away from 

where you’re going to be in the long run, then I guess it’s a bubble,’ Dudley said. ‘I don’t see an 

equity market that’s particularly expensive relative to the bond market. What I see is a bond 

market where yields are extraordinarily low.’” 



 

Alas, his warning has evidently not been heard by bond investors who continue to pour money 

into fixed income mutual and exchange traded funds, though folks of late have also thrown a few 

dollars at equities,… 



 

…perhaps helping to account in part for the excellent start to 2021…for the average stock 

anyway, with those shaded in blue in the chart below current TPS recommendations. 



 

***** 

Certainly, we understand that there is plenty of investor concern about the direction of interest 

rates, especially with renewed worries last week that inflation will soon be heating up, given 

improving COVID-19 news,… 



 

…and a continuation of generally favorable economic statistics, like the forward looking 

Manufacturing PMI index from the Institute for Supply Management (ISM),… 



 

…and the surprisingly weak ISM Non-Manufacturing measure for February,… 



 

…seemingly an anomaly, given the very strong monthly jobs report out on Friday, which was 

fueled by a hefty recovery in the leisure and hospitality work force,… 



 

…and numbers trending in the right direction in terms of the unemployment rate and jobless 

claims. 



 

Not surprisingly, we remain in the camp that an improving economy is a positive for equity 

prices in general and our undervalued stocks in particular, given that earnings comparisons are 

likely to be very favorable as we move through 2021,… 



 

…paving the way for continued hikes in dividend payouts. 



 

We understand that a better economic climate brings the natural fears that the Federal Reserve 

will tighten monetary policy, but such an event does not appear to be on the horizon, judging by 

comments from Fed officials last week. 

Federal Reserve Governor Lael Brainard suggested as much last week, stating, “The economy 

remains far from our goals in terms of both employment and inflation, and it will take some time 

to achieve substantial further progress. We will need to be patient to achieve the outcomes set 

out in our guidance.” 

Mr. Brainard added, “A surge in demand and any inflationary bottlenecks would likely be 

transitory, as fiscal tailwinds to growth early this year are likely to transition to headwinds 

sometime thereafter…A burst of transitory inflation seems more probable than a durable shift 

above target in the inflation trend and an unmooring of inflation expectations to the upside.” 

For his part, Federal Reserve Chair Jerome H. Powell said in an interview on Thursday, “Today 

we’re still a long way from our goals of maximum employment and inflation averaging 2% over 

time.” He was also asked about the recent rise in U.S. Treasury rates, to which he replied that he 

was not overly concerned, stating, “I would be concerned by disorderly conditions in markets or 

a persistent tightening in financial conditions that threatens the achievement of our goals,” before 



he offered that he thinks that it is “highly unlikely” that the Fed’s goal of maximum employment 

will be achieved this year. 

Naturally, some would have preferred that Mr. Powell not had said anything at all, as the markets 

often have elevated volatility when uncertainties are heightened about the near-term direction of 

monetary policy,… 

 

…even as there is relatively recent precedent that suggests that long-term-oriented equity 

investors need not have any tantrums. 



 

***** 

It is hard to envision that the wild swings in stocks that we have been witnessing of late will 

dissipate any time soon, but we remain optimistic in our outlook for the long-term prospects of 

our broadly diversified portfolios of what we believe to be undervalued stocks,… 



 

…and we note that equity market enthusiasm has been reined in somewhat,… 



 

…with the most recent real-time sentiment measure in neutral territory. 



 

And for those worried that Value’s recent renaissance has run its course, we note that we are 

merely back to levels relative to Growth seen at the height of the 2000 Tech Bubble,… 



 

…the bursting of which ushered in a terrific 7 years for those of us partial to Value stocks. 



 

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. 

Broadcom (AVGO – $450.14) beat analyst expectations for fiscal Q1 2021. The semiconductor 

giant earned an adjusted $6.61 per share, versus the analyst consensus of $6.57. Revenue was 

$6.655 billion, versus the $6.62 billion that was projected, while the company’s operating margin 

was 23%. Management attributed the top- and bottom-line beats to the company’s role in 

“accelerated digital transformation,” amid an environment that included seasonal-peak wireless 

component demand, data center growth and infrastructure spending, particularly by the telecom 

companies. 

https://theprudentspeculator.com/dashboard/


CEO Hock Tan commented on the company’s success, “Our strategy of focusing on core 

accounts continues to perform well as we cross-sell our portfolio of software tools. In other 

words, our software portfolio continues to perform as we had planned and continues to be on 

track with our long-term financial model for organic software revenue growth of around mid-

single-digit percentage year-over-year. And that’s something we expect to continue to see in 

Q2.” 

For fiscal Q2, AVGO expects 13% year-over-year revenue growth, which roughly pencils out to 

$6.5 billion. Networking revenue is expected to up y-o-y thanks to cloud and telecom demand, 

while the wireless segment should see double-digit growth. Semiconductor revenue was up 17% 

y-o-y in Q1, which Mr. Tan expects to come in “similarly” in Q2. 

While Broadcom maintained its $41 billion debt load, cash and equivalents grew from $7.6 

billion to $9.6 billion sequentially. AVGO shares turned in a strong 2020, rising in price by more 

than 40%, but the stock has yet to take off this year. We think that the strong demand and cost 

discipline are underappreciated, with AVGO metrics remaining inexpensive, including a forward 

P/E around 16.6 and free cash flow yield near 7%. AVGO also sports a very generous dividend 

yield of 3.2%. Our Target Price has been raised to $515. 

Shares of memory chip maker Micron Technology (MU – $88.93) stumbled last week, even 

after the company offered updated and upbeat fiscal Q2 2021 guidance. Compared with the 

January revenue range of $5.6 billion to $6.0 billion, Micron now expects the quarter’s revenue 

to come in between $6.2 billion and $6.25 billion. Adjusted EPS guidance also received a sizable 

bump to a range between $0.93 and $0.98 (vs. a range of $0.68 to $0.82 previously). 

At the Morgan Stanley Technology, Media and Telecom Conference, held virtually, SVP David 

Zinsner said, “On the DRAM side, volume is definitely better than we anticipated coming into 

the quarter. In addition, ASPs are better than we anticipated coming into the quarter. So those 

two are certainly driving upside on the DRAM front. On the NAND front, I would say volume is 

definitely running more positively than we expected. ASPs are generally somewhat in line with 

our expectations coming into the quarter. So the real factors were really DRAM volume in ASPs 

and NAND, mostly volume…I’d say on the cost side, it’s probably going to be a little bit better, 

but that probably didn’t move the needle as much as the pricing on the DRAM front did in terms 

of gross margin. So really, the lift we saw on the margin front was really for ASPs in DRAM. 

Then those two things just kind of translate to the better EPS.” 

Micron’s final Q2 report is expected to be delivered after the market closes on March 31 and 

given the fairly tight ranges in the guidance update, we don’t expect much wiggle room related 

to Q2 results. However, we suspect that the outlook for Q3 and beyond will have an outsized 

impact, and we’ll be looking for insight on the supply and demand dynamics as the world begins 

to emerge from the damaging effects of the pandemic. Even though shares are above the all-time 

high previously set in the Tech Bubble, we think that the business is on a more solid foundation 

and the stock still has room to run. We believe that Micron can continue to grow its earnings (the 

current consensus EPS estimate for fiscal 2023 is north of $9.00, compared to $2.83 in 2020), but 

we are also watching that portfolio weights don’t exceed our comfort level. Our Target Price for 

MU has been boosted to $103. 



Shares of Hewlett Packard Enterprise (HPE – $14.40) reported fiscal Q1 2021 earnings per 

share of $0.52 (vs. $0.41 est.) and revenue of $6.83 billion (vs. $6.74 billion est.). The 

information technology solutions company expanded gross and operating margins were a result 

of strength across the entire business, and the Intelligent Edge (computing for Internet of Things 

data-driven operations) business grew 11% year-over-year and for the third straight quarter 

sequentially. Switching also grew in the low-single digits and the Aruba SaaS offering is now a 

significant contributor to HPE. 

HPE CEO Antiono Neri commented “From a top line perspective, we are pleased with the 

momentum we saw in Q1. And whilst we continue to see gradual improvement, we remain 

prudent as we and the rest of the world continue to navigate the pandemic and related macro 

uncertainties. More specifically for Q2 ’21, we expect revenue to be slightly better than in line 

with our normal sequential seasonality of down mid-single digits from Q1. This still represents 

double-digit year-over-year growth from the $6 billion trough of Q2 of fiscal year ’20. Now with 

respect to supply chain, I would like to remind everyone that we exited Q4 of fiscal year ’20 with 

higher levels of inventory to protect against the risk of a short-term supply squeeze and address 

improved customer demand. With these actions and other proactive steps that we’ve taken in Q1, 

we do not expect any meaningful impacts on our supply chain in the near term. We are now 

turning our attention to working on strengthening our inventory supply for the second half of 

fiscal year ’21 as we see improved levels of demand, recognizing also that we have entered an 

inflationary environment for memory components.” 

Mr. Neri concluded, “For Q2 ’21, we expect GAAP diluted net EPS of $0.02 to $0.08 and non-

GAAP diluted net EPS of $0.38 to $0.44. Additionally, given our record levels of cash flow this 

quarter and raised earnings outlook, I am very pleased to announce that we are also raising fiscal 

year ’21 free cash flow guidance from our SAM guidance of $900 million to $1.1 billion to a 

revised outlook of $1.1 billion to $1.4 billion, a $250 million increase at the midpoint. Overall, 

Antonio and I are proud of these results. We have navigated well through unprecedented 

challenges in the last fiscal year and have started the new fiscal year strong out of the gate. We 

saw significant acceleration and customer demand in our Intelligent Edge business and the order 

pipeline, and our HPC MCS business remains robust. Our core business of Compute and Storage 

revenues are stabilizing with improved margins, and our as-a-service ARR continues to show 

strong momentum aligned to our outlook.” 

HPE currently has $4.75 billion in an undrawn revolving credit facility and $4.2 billion of cash 

on hand, which equates to nearly $9 billion of liquidity. Of course, we are still early in HPE’s 

transformation, but we think the headwinds are finally starting to die down and the analyst 

earnings estimates seem to reflect that. In 2020, EPS was $1.35, with the bottom line projected to 

hit $1.80 this year and around $2.00 by 2023. That pencils out to a forward P/E below 8, while 

the dividend yield is nearly 4%. We believe that HPE is headed in the right direction and we like 

the company’s diverse offerings, including 5G networking, and potential to grow subscription 

revenue. Our Target Price has been bumped up to $18. 

High-end department store Nordstrom (JWN – $35.07) earned $0.21 per share in fiscal Q4 2021 

(vs. $0.12 est.). JWN had internet-propelled sales of $3.55 billion, versus the $3.49 billion 

estimate. Shares retreated after the report, but we think there was a lot to like about the quarter. 



Chiefly, the company continued to benefit from online sales for both the Nordstrom and 

Nordstrom Rack brands, and the holiday gift selections highly popular with customers. 

Nordstrom’s Nordy Club customers, which represent four in ten shoppers, account for two-thirds 

of sales volume and shop more frequently than non-Club members. 

CEO Erik Nordstrom said, “While we’re pleased with our improving top line trends, we are not 

satisfied with our bottom-line results. Since reopening stores in June, we faced inventory 

constraints throughout most of the year. Heading into the holidays, we increased our receipt 

plans to meet anticipated customer demand. However, we experienced delays in inventory flow 

that resulted in higher inventory levels at the end of the year. Additionally, higher COVID 

related labor and shipping costs contributed to earnings flow-through coming in below our 

expectations. We are currently taking actions to realign our inventory position, and Anne will go 

into additional detail on our execution and action plans. An important component of our strategy 

is to increase convenience and create personal connections with customers. During the holiday 

season, we continued to scale digital and physical capabilities to offer greater access to our 

services. With pickup options at roughly 350 Nordstrom stores, Racks and Nordstrom locals, 

about 10% of online orders were picked up in stores. Additionally, roughly 30% of online orders 

were fulfilled from stores, including Racks, which were recently enabled with this capability. 

These capabilities allow us to increase delivery speed, customer spend and inventory 

efficiencies. We’re increasing our connections with customers by strengthening our digital 

capabilities to offer them discovery and inspiration.” 

Mr. Nordstrom concluded, “As we head into 2021, our team is dedicated to executing our 

strategy across our 3 areas of highest priority: First, winning in our most important markets. 

We’re continuing to scale our market strategy by doubling our exposure from 10 to 20 markets 

by the end of March, making up 75% of our business…We’re focused on growing our share of 

the price-oriented customer segment. Our efforts are underway as we recently repositioned 70 

stores by reimaging the merchandising offering and store experience; and third, increasing the 

velocity of our digital business, we’re focused on more effectively translating the heritage of 

service that defines us in this digitally connected world…These strategic priorities are enabled 

by our digital-first merchandising approach. We are extending beyond our traditional wholesale 

model to increase selection, reduce risk and share in the benefits with our strategic brand 

partners.” 

Of course, Q4 wasn’t as terrific as Q3 was, but we think JWN is heading in the right direction, 

though we are not overly surprised to see the skyrocketing shares take a breather. With two trims 

of our ownership stake under our belts already this year and a full position size still in our 

broadly diversified portfolios, we have full confidence in JWN’s ability to execute and believe 

that there’s plenty of cash waiting to be spent as folks receive vaccines and the high infection 

rates that followed the holiday season retreat. We think the online trends are permanent and the 

company’s top-flight service and generous return policy will help in making for a low-stress 

shopping experience. The dividend remains discontinued to conserve cash and the company 

didn’t offer detailed guidance, but JWN does expect revenue to come in around $13.4 billion in 

fiscal 2022, which just started. Our Target Price presently resides at $44. 



General merchandise discount store chain Target (TGT – $172.61) announced that it earned 

$2.67 in Q4 (a company record) (vs. the $2.49 estimate) as sales grew 20.5% to $28 billion. Size 

of the average ticket jumped 13.1% while same-day and digital sales respectively grew 212% 

and 118% year-over-year. Despite the strong results, shares slid 6% over the past week as sales 

growth decelerated for a second straight quarter, after many raced to stock their homes and 

pantries with essential items in Q2 of 2020. 

COO John Mulligan commented on the distinctiveness of 2020, “In a normal year, we just spent 

months preparing for the traditional Q4 shopping spike. But in 2020, our peak season started in 

March. And after months of moving record volume, we have become increasingly efficient in 

how we managed high levels of demand. So when the holidays actually did arrive, we leaned 

into what was already working. We sent more inventory to stores than ever to prepare for an 

earlier holiday rush. We front-loaded those deliveries with the seasonal merchandise guests 

would expect so our stores would be stocked and ready, and we continue prioritizing essential 

products, like cleaning supplies and health care items, so we could keep meeting the pressing 

needs of our guests.” 

He continued, “The flexibility of our supply chain set up our stores to play an essential role in 

our communities. Because we could restock shelves quickly, guests could count on Target for 

what they needed, whether they came inside or shopped online. And when our digital business 

picked up last spring, our fulfillment operation went into high gear. Up to that point, our same-

day fulfillment services had already been rolled out nationwide. Millions of guests were loving 

them because they’re fast and easy. We always love them because they’re incredibly efficient. 

Without the shipping expense, these orders look much more like a store sale than a traditional 

online transaction, costing on average 90% less than if we’d shipped it from a warehouse. And at 

the start of 2020, our same-day sales were growing at a healthy clip. Come spring, when 

consumers saw the need for more contactless ways to shop, those services exploded. And we had 

the infrastructure in place to grow alongside demand.” 

We appreciate how Target’s investments in recent years allow the company to use its proximity, 

with nearly 1,900 stores within 10 miles of the vast majority of U.S. consumers, to elevate the 

convenience it is able to offer. While we don’t expect the top-line growth experienced 

throughout the pandemic to persist, we like Target’s position to benefit from discretionary 

purchases as the economy continues to open. Management has resumed share repurchase 

activity, while it anticipates another dividend increase later this year. For now, the yield is 1.6% 

and our Target Price stands at $219. 

Department store chain Kohl’s (KSS – $$55.59) announced last week that it earned $2.22 in Q4 

on $5.9 billion of sales. The bottom-line result was vastly better than the $0.98 analysts had 

expected, while sales were roughly in line. Strong cost management contributed to an 8% 

decrease in SG&A expense, while digital sales grew 22% year-over-year (now accounting for 

42% of the total). Management credited at least 2 million new unique customers (a third of 

which are Millennials) shopping at Kohl’s as a result of the Amazon Returns program, and the 

company expects to launch Sephora in August (200 stores within a store are expected this year, 

with 850 by 2023). Working capital management continues to improve as inventory declined 



27% versus Q4 of 2019 and inventory turnover reached a 10-year high. The firm boosted its cash 

position to $2.2 billion at quarter end, compared to $723 million a year ago. 

CEO Michelle Gass commented, “Our organization has continued to navigate through the 

pandemic successfully. Our business is gaining momentum, and our strong cash-generating 

model has proven resilient. We ended the year with $2.3 billion in cash, up more than $1.5 

billion from last year…Looking ahead, I am extremely confident in our outlook. We are 

executing with a clear strategic plan to continue building on the momentum in our business with 

an intense focus on improving our profitability. We have delivered strong initial progress against 

our strategy in the past 2 quarters, and we are positioned to deliver a multiyear improvement in 

sales and operating margin.” 

The company will be resuming its capital allocation strategy in 2021, which includes increasing 

capital expenditures, reinstating the dividend ($0.25 per share per quarter), resuming share 

repurchases of $200 million to $300 million, and employing liability management strategies. 

Management now expects sales to increase in the mid-teens percentage range with EPS in the 

range of $2.45 to $2.95 for all of 2021. 

 



We are delighted to see the retailer return to EPS growth in the quarter, and think management is 

moving in a solid direction to improve inventory, grow the digital channel, control costs and 

strike contracts with solid brands like Sephora and Calvin Klein. We continue to like that KSS 

boasts one of the strongest balance sheets of its peer group and look forward to once again 

collecting a dividend. In view of the recent agitation from a group of activist shareholders, we 

discussed last week our thinking that management is doing a fine job and we believe the latest 

numbers, outlook and commentary illustrate the point. We’ve lifted our Target Price for KSS to 

$65. 

Shares of Kroger Co. (KR – $34.47) rallied 6.9% amid the volatile week as the company 

produced strong results in Q4. The grocer delivered $0.81 of earnings per share (17.5% better 

than the $0.69 estimate), up 42% compared to the same quarter last year. Total sales were $30.7 

billion, representing growth of 10.7% excluding fuel, driven by continued strength in grocery, 

produce and meat, while digital sales soared 118% during the quarter. 

CEO Rodney McMullen stated, “I am incredibly humbled by the strength of our associates and 

what we continue to accomplish together. Our customers are at the center of everything we do 

and we will continue to serve them as we have since the beginning of the pandemic, through our 

leadership in food and as a health partner, providing COVID-19 testing and vaccines…Kroger 

continued to grow market share during the quarter. Our ability to meet our customers’ evolving 

needs is a testament to our deep competitive moats, disciplined investments in our increasingly 

robust digital capabilities, as well as our associates’ relentless focus on our customers. We 

finished fiscal year 2020 with strong sales and earnings, as heightened demand for fresh, 

convenient food and meal solutions across modalities, including in store, pick up and home 

delivery, continued throughout the fourth quarter.” 

Despite the obstacles presented for most businesses in 2020, we are pleased the grocers (Kroger 

in particular) in our portfolio perform at a high level. Costs from wages are increasing as the firm 

bumps the average wage across the enterprise, but we expect strong performance from in-house 

brands and further digital penetration to offset some of the pressure. We continue to appreciate 

the defensive characteristics that KR offers our portfolios as shares now trade at 12.4 times 

expected EPS for 2021 and offer a dividend yield of 2.1%. Our Target Price for KR, which 

boasts Warren Buffett’s Berkshire Hathaway as a big shareholder, has been elevated to $43. 

Volatile shares of discount retailer Big Lots (BIG – $62.05) needed a 10% rally off the Friday 

low to end the trading week with only modest losses. The company announced sales and 

earnings for fiscal Q4 that were mostly in-line with analyst expectations (after adjusting for 

recently issued guidance by management), with EPS of $2.59 as comparable sales for the period 

increased 7.9% to $1.7 billion. Full-year results were the strongest ever, with comparable sales 

growth of 16.1% and $7.35 per share in adjusted earnings. Home spending trends remained 

strong as multiple bedding-related products experienced double-digit growth, while furniture 

spending rose 15% in the period. 

CEO Bruce Thorn commented, “As we enter 2021, there are reasons to be hopeful that the global 

pandemic that has upended so many things will recede and that we will be on a path to greater 

stability as the year progresses. However, we will not take our eye off the ball with regard to 



making our stores and workplaces as safe as possible, and we will continue to work with clear 

and rigorous safety standards, social distancing and cleaning protocols in all of our stores and 

workplaces. During the course of 2020, we incurred more than $50 million in COVID-related 

expenses, including health and safety measures as well as incremental pay and bonuses to stores 

and distribution center associates. We expect to incur further expense in 2021, albeit at a lower 

level. In addition, we are encouraging, supporting and facilitating our associates to get 

vaccinated as soon as they have the opportunity.” 

Turning back to the recently-ended quarter, he continued, “We saw 2 distinct levels of 

performance: strong performance in November and in January when we had more appropriate 

inventory levels; and what I would refer to as a solid performance in December, where we 

continue to see underlying strength in our business but were too sold through on our Christmas 

seasonal assortment to maintain the double-digit comps that marked the balance of the year. 

Traffic was also clearly softer in December, driven by COVID-19-related stay-at-home orders 

and different consumer shopping patterns caused by the pandemic. However, our core business 

continued to perform well, and following Christmas, for the balance of the quarter, comp growth 

returned to double-digit levels, benefiting from broad-based category strength and new stimulus 

payments that began to flow in early January. As our inventory levels were sold through, we 

were able to navigate through the holiday period with fewer promotions than last year. This 

reduction in markdowns significantly mitigated the pressure felt from increased spot freight rates 

and higher supply chain charges we incurred.” 

BIG remains inexpensive at 10.9 times earnings expected for 2021, despite rallying over 19% 

since our last commentary in January. As such, we like that management repurchased 1.6 million 

shares during Q4 at an average cost per share of $46.38. A hefty $327 million (the total market 

capitalization is just $2.3 billion) remains on the buyback as of the end of the quarter under its 

previously announced $500 million share repurchase authorization. The dividend yield is now 

1.9% and our Target Price has been nudged upward to $80. 
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