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Market Review 

A little housekeeping before this week’s missive. As discussed on recent Sales Alerts we closed out the 

following in our hypothetical Millennium Portfolio: 

March 9, 2021: 222 shares of Viacom (VIAC – $94.94) at $84.40 per share. 

March 10, 2021: 71 shares of Eaton PLC (ETN – $140.77) at $136.78 per share. 

***** 

It was a roller-coaster ride of a different sort last week, with leadership each day alternating wildly, 

creating an incredibly wide dispersion of daily returns between the Russell 3000 Value Index and its 

Growth counterpart. 



 

Of course, there won’t be any complaints from us, given the terrific weekly returns for the Russel 

3000 Value index (the chart above shows price return and the chart below shows total return) and 

the fantastic outperformance enjoyed this year for all the Value benchmarks. 



 

No doubt, Value was long overdue for a period of outperformance, given its significant total 

return advantage over the last nine-plus decades… 



 

…and we note that the tide started to turn last July, just as the yield on the 10-Year U.S. Treasury 

started a climb,… 



 

…that has saddled some long-term government-bond investors with huge losses,… 



 

…and has illustrated once again that equities, on average, have performed well whether interest 

rates are rising or falling. 



 

Of course, even as the U.S. death toll now stands near 535,000, better news on the COVID-19 

front has contributed mightily to the tremendous equity market rebound since stocks bottomed a 

year ago, shortly after the World Health Organization official declared the health crisis a 

pandemic. 



 

Certainly, government efforts around the world to stoke local economies with stimulus measures 

have also played a major role in the resurgence of stocks,… 



 

…and with Uncle Sam last week adding the $1.9 trillion American Rescue Plan to the equation, 

projections for global economic growth in 2021 and 2022, like those just out from the 

Organisation for Economic Co-operation and Development (OECD), have been moving sharply 

higher. 



 

While we respect that recent U.S. economic data points were still not grand, though folks are 

becoming less pessimistic,… 



 

…as the jobs numbers are getting better,… 



 

…even the near-term GDP outlook is very favorable,… 



 

…all of which, we think, bodes well for corporate profit growth,… 



 

…and a continuation of the recent Value outperformance. 



 

***** 

No doubt, we understand that stock prices do not always appreciate, so we are braced for the 

inevitable downside volatility,… 



 

…and we note that optimism (often a contrarian indicator) on Main Street for the near-term 

prospects of equities is at the highest level of the year,… 



 

…though another gauge of investor sentiment is not-too-far above the neutral zone,… 



 

…and investors continue to favor fixed income, at least in terms of mutual- and exchange-

traded-fund flows. 



 

True, many are starting to fret about rising inflation, especially after the latest round of largesse 

from Washington, even as the consumer price index and producer price indexes out last week 

were relatively tame. There is no guarantee that past is prologue, but we do not lose a lot of sleep 

over the threat of inflation, given how Value stocks performed during the period from 1966-

1981, when inflation averaged 7% per annum, considering today’s efforts by the Federal Reserve 

to move the rate up toward 2%. 



 

***** 

Not surprisingly, we remain sanguine about the long-term prospects for our broadly diversified 

portfolios of undervalued stocks, especially as there is such a long way to go before Value would 

even begin to close the multi-year returns gap with Growth. 



 

That in mind and considering which benchmark has had the best returns thus far in 2021 (after 

being the worst performer last year), we’ll close this missive with a listing of the Prudent 

Speculator recommendations that are components of the S&P 500 Pure Value index. 



 

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. 

We will look to post updated Target Prices for all our stocks to our website on Tuesday, March 

16, but in the interim, Jason Clark, Chris Quigley and Zack Tart take a look at five of our 

companies that had news out last week of sufficient interest to merit a Target Price review. 

System software firm Oracle (ORCL – $67.16) posted adjusted earnings per share of $1.16, 

versus the $1.11 estimate, in fiscal Q2 2021. ORCL had sales of $10.09 billion (vs. $10.07 

billion est.). Total cloud services and license support revenue was $7.3 billion, up 5% year-over-

year excluding currency movements, led by strong demand in the Fusion Cloud ERP, 

Autonomous Database and OCI cloud businesses. Oracle says recurring revenue now represents 

72% of the total and expects that portion to grow. 

https://theprudentspeculator.com/dashboard/


Chairman and Founder Larry Ellison is a taunting enthusiast and began his comments by stating, 

“Three months ago, Bob Evans posted an article on the Cloud Wars website in which he quotes 

SAP’s [Oracle’s main competitor] CFO Luka Mucic making the following statement at an 

investors conference, and I quote, ‘I have checked and we have not lost a single ERP customer to 

Oracle.’ In other words, after personally checking, SAP’s Chief Financial Officer could not find 

a single example of an SAP ERP customer moving to Oracle Fusion ERP. Not one. Perhaps he 

should have checked a little bit more carefully. In Q3 alone, we signed contracts totaling 

hundreds of millions of dollars to migrate several very large SAP ERP customers to Oracle 

Fusion ERP. But this was not just a recent Q3 event. This has been going on for a couple of 

years. I’m now going to go and present a list of over 100 companies and government agencies 

that have already moved from SAP ERP to Fusion ERP or are currently in the process of doing 

so.” 

Mr. Ellison continued, “I’ve divided the list of SAP customers who are moving to Oracle Fusion 

ERP into 2 distinct groups. I want to be very precise here. The first group is moving their entire 

company to the Fusion ERP suite, including core financials. That’s Oracle wall to wall. The 

second group has started deploying Fusion ERP applications but has not yet put in the entire 

suite and may still be running SAP financials in some places. They’ve begun the migration, but 

they’re not committed to doing the entire suite as yet or they’re not in the process of doing the 

entire suite as yet.” 

We have looked at SAP multiple times when it had scored well in our fundamental framework, 

however, our qualitative opinion carried the day in that we liked ORCL’s leadership team better 

and were more confident in their transition to a recurring revenue model. 

CEO Safra Catz offered the outlook: “My guidance today is on a non-GAAP basis and assumes 

current exchange rates remain the same as they are now, which is a 4% positive effect on total 

revenue and $0.07 positive effect on EPS in Q4. It will look — it may look like a positive effect 

of $0.08 to EPS due to rounding, but it’s $0.07. However, actual currency impact could be 

different. Total revenues are expected to grow from 5% to 7% in U.S. dollars and are expected to 

grow 1% to 3% in constant currency. Cloud service and license support will grow faster than in 

Q3 as well as strategic back office cloud applications. As a result of the increased investment in 

the quarter, non-GAAP EPS in USD is expected to grow 7% to 11% and be between $1.28 and 

$1.32 in USD. Non-GAAP EPS in constant currency is expected to be flat to up 4% and be 

between $1.20 and $1.24 in constant currency.” 

Oracle raised its quarterly dividend from $0.24 per share to $0.32, bringing the forward yield 

close to 2%. ORCL also added $20 billion to the share buyback program. The company’s 

valuation multiples remain reasonable, including a forward PE near 14 and a free cash flow yield 

of 6.3%. We remain encouraged by successes despite the pandemic upsetting some of the 

company’s sales process, and we believe that ORCL still has the right leadership team in place as 

the business adapts to a dynamic cloud business. We have always liked ORCL’s relentless 

pursuit of the #1 spot in any competition. Our Target Price has been raised to $80. 

German letter and parcel carrier Deutsche Post AG (DPSGY – $54.03) earned $1.34 per share 

in fiscal Q4 2020 (vs. $0.91 est.). DPSGY had total revenue of $22.8 billion, versus the $23.1 



billion estimate. Shares gained 3% following the announcement. DPSGY saw 21% y-o-y 

Express revenue growth, 14% y-o-y Global Forwarding growth and 34% y-o-y E-commerce 

Solutions growth, while the Supply Chain business retreated around 3% y-o-y. CEO Dr. Frank 

Appel told Bloomberg TV hosts that companies are getting used to the Brexit-related shipping 

challenges, while reminding that free trade is better for everybody. Dr. Appel said he believes 

shipping rates will remain elevated for the next two years thanks to the reduction in supply from 

passenger-aircraft belly capacity. 

On the quarterly analyst call, Dr. Appel said, “I think the company is in much better position 

ever, much stronger. I think we have learned in the last 10 years a lot of things and have made 

our company much stronger. It’s different now. Our purpose became very visible with 

connecting people, improving lives last year, which creates a tremendous pride in our 

organization. We have a better mix, higher returns, better cash flow. And I also have to say we 

probably have on the two layers the best team ever. So that will help us to continue with our 

journey. We have a very clear agenda, and I have no doubt that the guidance we show you later 

is definitely achieved for us based on our strong performance we have demonstrated the last 

year. And also, we have a good start we had into the year.” 

CFO Melanie Kreis added, “We expect B2C to continue to grow, although with growth rates 

normalizing in the course of the year. So slower growth over time but growth and from a higher 

basis. Also, we expect B2B activity to continue to recover. Like nobody else, we have no crystal 

ball either to forecast how each of these two trends will exactly unfold, but what helps is that we 

expect them to be strongly related as both depend on exactly the same external trigger. So if 

there is a faster way out of the lockdown, we will see a faster reduction in the growth in e-

commerce. We’d also see a stronger and faster acceleration in B2B and vice versa. So we don’t 

know the timing, but we are pretty confident that there will be a relation between the two trends 

and that should be helpful for stabilizing our results going forward.” 

Free cash flow for 2021 is expected around $2.7 billion. The company’s dividend will rise to 

1.35 EUR per European share, from 1.15 EUR last year, which for DPSGY shareholders 

translates to $1.61 pre-tax. The excess liquidity in 2020 allowed management to tack on an 

additional 1 billion euros onto the share buyback program, which it expects to execute over the 

next twelve months. 

Brexit continues to weigh on trade, which is not a surprise, and European officials have taken a 

substantially different approach to the pandemic resulting in the continent’s re-opening coming 

in fits and starts. With vaccine distributions underway, we think DPSGY should see additional 

trade, as well as some level of staying power for online shopping, to which Europeans was 

previously met with minimal enthusiasm. We continue to like the unique exposure DPSGY 

offers in our broadly diversified portfolios, and we have boosted our Target Price to $64. 

Telecommunications and wireless phone service provider Verizon Communications (VZ – 

$55.63) hosted its virtual Investor Day on March 10, where the company announced that it 

acquired C-band spectrum via an FCC auction. 



CEO Hans Vestberg explained the importance of the acquisition, “We succeeded in more than 

doubling our existing mid-band spectrum holdings by adding an average of 161 megahertz of C-

band nationwide for $52.9 billion, including the clearance. Verizon S-band licenses will cover 

the entire United States. This was the best spectrum available in this auction and when combined 

with our other holding makes our Spectra in position the strongest in the industry…Our new C-

band position, combined with our millimeter wave, means we’re the only carrier you’re going to 

deploy the fastest, most powerful 5G experience to the most people or as we will call it 5G built 

right. This means we have an unparalleled opportunity to shape and monetize the next chapter of 

growth built on the 21st centers infrastructure: mobility, broadband and cloud.” 

Verizon is making a massive commitment to wireless service beyond cellular phones. The 

additional spectrum should allow VZ to offer improved service, or new service in many areas, 

that were previously not financially feasible due to installation costs. In addition to the 

standalone value in true nationwide broadband, Verizon will also be able to offer bundles that 

accompany the 5G internet service, including mobile phone plans and FiOS television. 

The spectrum acquisition was funded in part by a massive $25 billion bond issuance. Orders for 

the issue exceed $100 billion at one point according to MarketWatch and it is tied for 6th place in 

the largest U.S. corporate investment-grade bond issuances (first place is Verizon with a $49 

billion issuance in 2013). VZ already paid the FCC nearly $17 billion for the spectrum and has 

the remaining $36 billion due later this month. According to Bloomberg data, Verizon has $118 

billion of total debt with a weighted average coupon of 3.5% and weighted average maturity of 

15.5 years. 

We view VZ as a quasi-utility stock, where we are less concerned about the debt load than some 

of our ‘usual’ holdings and we continue to like the company’s strong customer retention rates, 

service improvement, 11 times NTM P/E ratio and 4.5% dividend yield. Of course, our interest 

in VZ is only solidified by Warren Buffett’s Berkshire Hathaway boosting its ownership stake in 

Q4 from 70,007 shares to 147 million shares. Our Target Price for VZ is $73. 

Fertilizer and ag chemical firm Mosaic Co. (MOS – $33.20) held the last of the series of four 

Analyst Days in which it elaborated on recent process improvements, described the state of each 

of its markets and laid out a capital allocation plan for the next few years. A significant aspect of 

these plans is development of the Esterhazy K3 potash mine, which began in 2019 and is 

expected to become fully operational by 2022 (two years ahead of the original plan and within 

the cost target). Due to the nature of the mine, K3 will replace two existing mines at a lower cost 

structure while offering incremental production capacity. 

CFO Client Freeland commented on the firm’s progress, “We’ve also returned $330 million to 

shareholders over the past 3 years, and today, announced a 50% increase in Mosaic’s targeted 

annual dividend. So what does all this mean for 2021? We expect to deploy $300 million in 

growth capital, funding the specific initiatives, including K3, that we’ve detailed in our earlier 

chapters, and all of which deliver attractive returns and position the company for future success. 

We announced an increase in our targeted dividend to $0.30 per year and continue to expect to 

retire $450 million of debt maturing in November of 2021. Beyond these plans, we’ll continue to 

monitor markets, our cash generation and our cash build. And if markets remain as constructive 



as they are today, we would expect our cash balances to build during the year. Should we see 

that, we’ll look to make incremental capital allocation decisions consistent with the framework 

we’ve outlined today.” 

With almost a third of sales tied to Brazil, we are relieved to note that agriculture in the region 

remains a strong spot. As CEO Joc O’Rourke explained, “There’s a lot of uncertainty around the 

macro situation in Brazil. I think they just dropped off one of the — as one of the top 10 

economies of the world. But in that, a couple of things that should be mentioned from our 

perspective is, first of all, agriculture was the one area in a negative growth scenario for Brazil, 

which was positive growth. So the agriculture sector continues to be a strong sector within 

Brazil. With the real continuing to devalue, we see extremely good farmer economics, which, 

again, bodes well for our products. And fertilizer continues to be very affordable. And we are in 

a very good position in Brazil to take advantage of that and continue to do well in that market 

because of our position, both from a production and distribution perspective.” 

Shares have been on a tear over the past year, reversing a multi-year slide We have consistently 

remarked that the crop nutrients business can be quite volatile, but despite the massive run of 

late, we believe there is still significant enough upside to warrant holding on to our position. 

Analysts now expect the company to earn $2.23 per share in 2021, while it is not without 

precedent for earnings to top $4.00 in the right conditions. Management also noted that 

respective sales revenue for potash, fertilizantes and phosphates increased to $143 million, $261 

million and $297 million in February, up from $118 million, $255 million and $172 million a 

year earlier. Our Target Price for MOS has been hiked to $37. 

Entertainment powerhouse Walt Disney Co. (DIS – $197.16) announced at its annual 

shareholder meeting last week that Disney+ had surpassed 100 million global paid subscribers. 

The milestone comes in just 16 months since the firm’s flagship streaming product launched in 

November 2019. We continue to appreciate how much control this gives the company over 

distribution of its intellectual property and applaud management for doubling down on its 

streaming services. 

CEO Bob Chapek commented, “The enormous success of Disney+ —which has now surpassed 

100 million subscribers—has inspired us to be even more ambitious, and to significantly increase 

our investment in the development of high-quality content. In fact, we set a target of 100+ new 

titles per year, and this includes Disney Animation, Disney Live Action, Marvel, Star Wars, and 

National Geographic. Our direct-to-consumer business is the company’s top priority, and our 

robust pipeline of content will continue to fuel its growth.” 

Another critical spoke in Disney’s flywheel, the company also announced that its California 

theme parks are likely to reopen by late April. Of course, much work remains ahead as thousands 

of cast members are recalled and retrained. But we expect the 50th anniversary of Walt Disney 

World in October of this year and reimagined experiences across the park portfolio to only add to 

demand as pent-up Disney fans anxiously stride anew through the gates. 

We acknowledge that shares may not look so inexpensive, especially after soaring 92% over the 

past 12 months, but we continue to remind how the market has fallen in love with nearly all 



things streaming of late, and we think that rest of the business lines are poised for a great 

rebound once the pandemic recedes. Our Target Price for DIS has been bumped up to $217. 
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