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Market Review 

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

94 and 22 shares of Caterpillar (CAT – $225.29) respectively held in TPS Portfolio and 

Buckingham Portfolio at $229.6001 on Wednesday, March 17. 

We will use that price to close out 46 and 59 CAT shares respectively held in Millennium 

Portfolio and PruFolio. 

***** 

“We will continue to provide the economy the support that it needs for as long as it needs,” 

proclaimed Jerome H. Powell at the press conference that followed the Federal Open Market 

Committee’s (FOMC) decision on Wednesday to keep the target for the Federal Funds rate at a 

range of 0% to 0.25%. 



 

The FOMC also said that it will maintain its program to increase its holdings of U.S. Treasury 

securities at the rate of $80 billion each month and agency mortgage-backed securities by $40 

billion per month as the Fed retained its highly accommodative monetary stance,… 



 

…despite a significant boost to its 2021 economic outlook. 



 

Chair Powell added at his press conference, “The economy is a long way from our employment 

and inflation goals, and it is likely to take some time for substantial further progress to be 

achieved,” the former goal hard to argue with, given the latest numbers on the labor market. 



 

Of course, data on the health of East Coast manufacturing out last week was terrific,… 



 

…though housing numbers retreated from recent post-financial-crisis records,… 



 

…as did the monthly (but not yearly) change in retail sales. 



 

No doubt, the latest round of government stimulus will goose the economy as we move forward, 

so despite continued concerns on the health front,… 



 

…GDP outlooks are being ratcheted higher every day, with the Conference Board boosting its 

forecast for full-year U.S. growth to 5.5%. 



 

Not surprisingly, the financial markets are starting to price in the stronger economy, as the yield 

on the 10-Year U.S. Treasury has moved markedly higher,… 



 

…causing big losses for some fixed income investors,… 



 

…and producing handsome returns for equity prices, especially those of the Value variety,… 



 

…despite the breather that was taken last week. 



 

Certainly, we are not surprised to see Value stocks outperforming, given how they have fared 

previously coming out of recession,… 



 

…and when interest rates have been rising (or falling, for that matter),… 



 

…while a much more favorable outlook for corporate profits is a positive, in our view, for 

inexpensively priced companies. 



 

***** 

To be sure, as we saw last week, stock prices move in both directions, so are braced for a 

continuation of the downside volatility,… 



 

…and we continue to note that optimism (often a contrarian indicator) on Main Street for the 

near-term prospects of equities is near the highest level of the year,… 



 

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



 

…and investors have only begun to become less encouraged about their fixed income holdings, 

at least in terms of mutual- and exchange-traded-fund flows. 



 

We suspect that many are worried that stocks have come too far too fast, but we continue to 

believe that the only problem with market timing is getting the timing right. After all, the most 

recent period when folks were really fretting about equities was just prior to the 2020 Elections. 

Alas, some moved out of stocks and went to cash, missing out on tremendous gains in the four-

plus months since Halloween, while others had the misfortune of hiding out in instruments like 

bonds or gold, both of which have since lost value in the quest for safety. 



 

Obviously, there was no guarantee that stocks would have rallied post-election, nor is there any 

assurance that they will move higher still over the balance of 2021, but we continue to think that 

the valuations for our broadly diversified portfolios of what we believe to be undervalued stocks 

are very reasonable,… 



 

…while we assert that equities in general are still attractively valued in the context of the still 

historically low interest rate environment. After all, the income from stocks is very competitive 

with fixed income instruments,… 



 

…most of which have their coupons, well, fixed, while payouts on equities generally have risen 

over time,… 



 

…as have their share prices. 



 

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 four of our companies that either had 

news out last week of sufficient interest to merit a Target Price review or are worthy of 

comment. 

Like those of many of its peers, shares of PNC Financial (PNC – $175.79) have been on a tear 

this year, up nearly 18%, and they have gained over 50% since November 6 (the Friday before 

news of the Pfizer vaccine approval was announced). Given the run, the stock now trades at 18 

and 14 times the respective 2021 and 2022 EPS estimates, a premium to the average bank in the 

KBW index, although we note that PNC has traded at a slight premium to the index for the last 

several years. 

https://theprudentspeculator.com/dashboard/


A convergence of factors (steepening yield curve, very low-cost funding, strong capital bases, 

etc.) have led us to raise Target Prices for our bank holdings in general. With nearly 60% of 

income from rate spreads and an above-average Common Equity Tier 1 ratio of 12.2%, we 

expect these factors to immensely benefit PNC, which has grown its tangible book value per 

share by 11% per annum over the past decade. In addition, PNC is slated to close on its purchase 

of BBVA’s U.S. assets by mid-year, which will propel it into the top-five largest U.S. banks in 

terms of assets, deposits and branches. The dividend yield for PNC is a healthy 2.6% and our 

revised Target Price is $189. 

Another of our holdings that has seen big gains of late, shares of premium tool manufacturer 

Snap-on Inc (SNA – $225.40) are up 118% over the past year. After a 40% year-over-year dip 

in Q2 EPS, the company roared back in Q4, beating analyst estimates by 30% as it earned $3.84 

per share. 

We continue to think Snap-on is positioned to benefit from the aging North American vehicle 

fleet and ever-growing need to improve technician productivity, while increased vehicle 

complexity has driven the demand for specialty tools and sophisticated diagnostic solutions, 

especially given legislation mandating fuel economy and safety requirements. Despite the rally 

of late, we note that shares continue to offer a free cash flow yield of over 7.5%, while there is 

very little debt on the balance sheet. Our Target Price for SNA now stands at $235. 

Shares of FedEx (FDX – $279.58) jumped 6% after the company reported a terrific fiscal Q3 

2021. The shipper earned $3.47 per share (vs. $3.22 est.) and had revenue of $21.5 billion (vs. 

$20.0 billion). While poor weather resulted in a $350 million negative impact on net income, the 

online shopping boom during the holiday season resulted in record package volume and margin 

improvement in the 7-day FedEx Ground service. FedEx is a major link in the COVID vaccine 

supply chain, having delivered supplies, ingredients and doses to 22 countries and is prepared to 

deliver vaccines to more than 220 countries. 

Chief Marketing & Communications Officer Brie Carere commented, “The U.S. domestic parcel 

market is expected to grow to 101 million packages a day by calendar year 2022, with e-

commerce contributing 86% of total U.S. market growth. E-commerce as a percentage of U.S. 

retail sales was approximately 21% in Q4 of calendar year ’20, significantly above the pre-

pandemic level. We remain excited about the diversification and evolution of the e-commerce 

market. Some of our largest retail customers reported e-commerce growth rates in the high 

double and even triple digits through 2020. As the U.S. reopens, we recognize the potential for a 

short-term deceleration in e-commerce shopping. However, we are very confident that e-

commerce, as a percentage of retail, has a long growth runway…Internationally, global air cargo 

capacity remains down 20% year-over-year as of January. And we expect air cargo capacity to 

remain constrained through the end of calendar year 2021. We expect passenger capacity to 

recover between 55% and 75% of its pre-COVID level by the end of calendar year 2021 with a 

full recovery not anticipated until ’23 or ’24.” 

CFO Mike Lenz said, “While there remains a degree of uncertainty as we begin to see progress 

in combating the pandemic, we are projecting full year adjusted earnings per share of $17.60 to 

$18.20 compared to $9.50 adjusted EPS in FY ’20. We expect our effective tax rate prior to the 



year-end mark-to-market adjustment to be between 21% and 22% for the full year fiscal ’21. We 

expect higher revenue, operating income and operating margins on a year-over-year basis at all 

our transportation segments in the fourth quarter, which does include 1 additional operating 

weekday. These forecasts assume continued recovery in U.S. industrial production and global 

trade, no additional COVID-19-related business restrictions and current fuel price expectations. 

With this forecast, we expect higher variable incentive compensation expense in the fourth 

quarter as we plan to reward our employees for their achievements this year.” 

FDX shares have soared from the low of $90.49 on March 16 of last year, boosted by massive 

online shopping volume. The fear that losing Amazon as a customer would present a great 

challenge, especially as the online giant continues to add to its dedicated fleet leases, has largely 

receded and data from Bloomberg shows that FDX’s largest customers, including the U.S. Postal 

Service (2.1%), BestBuy (0.9%), Walgreens Boots Alliance (0.8%), AutoZone (0.5%) and Ford 

(0.4%), hardly represent giant chunks of revenue. Thanks to boosted analyst estimates, FDX 

shares remain inexpensive. With nearly $20 of per share earnings expected in fiscal 2022 and 

$22 in 2023, the forward P/E ratios are 14x and 13x, respectively, while the 1% dividend yield 

seems likely to stick around for the time being. We appreciate that FDX has been using its free 

cash flow to grow the business, manage its debt load in its infrastructure-intensive business and 

make fleet changes. Our Target Price for FDX has been boosted to $343. 

Electronic manufacturing services firm Jabil Inc. (JBL – $51.05) earned $1.27 per share in Q2 

of fiscal 2021 (vs. $0.95 est.), another 150% improvement over the same quarter a year ago. Net 

revenue for period was a record $6.83 billion, an increase of 11.5% year-over-year. JBL 

benefitted from strong product demand, especially in the Diversified Manufacturing Segment 

(DMS), and cost controls. Jabil has also worked to improve its business mix, which it expects 

will contribute to margin expansion in 2022. 

CFO Mike Dastoor explained, “Our second quarter performance was outstanding, driven by the 

combination of broad-based end market strength and associated leverage and improved portfolio 

mix and excellent operational execution by the entire Jabil team. We saw broad-based revenue 

strength across the business, most notably in mobility, cloud, health care, connected devices, 

automotive and semi-cap. Given the additional revenue, I am particularly pleased with the strong 

leverage we achieved during the quarter, which enabled us to deliver a strong core operating 

margin of 4.2%. And finally, our net interest expense came in better than expected during the 

quarter due in large part to better working capital management, coupled with the proactive steps 

we’ve taken over the past year to optimize our capital structure.” 

Mr. Dastoor also offered Q3 guidance, “DMS segment revenue is expected to increase 19% on a 

year-over-year basis to $3.5 billion. This is mainly to strong end market outlook. EMS segment 

revenue is expected to be $3.4 billion, an increase of 1% on a year-over-year basis. It’s worth 

noting our EMS business remains strong and healthy. The modest increase is reflective of our 

previously announced transition to a consignment model in the cloud business. We expect total 

company revenue in the third quarter of fiscal ’21 to be in the range of $6.6 billion to $7.2 billion 

for an increase of 9% on a year-over-year basis at the midpoint of the range. Core operating 

income is estimated to be in the range of $220 million to $270 million. Core diluted earnings per 



share is estimated to be in the range of $0.90 to $1.10. GAAP diluted earnings per share is 

expected to be in the range of $0.69 to $0.89.” 

Commenting on broader industry trends, Mr. Dastoor said he believes there is tremendous 

opportunity in the health care space given rising costs, an aging population and demand for better 

health care in the Emerging Markets. JBL’s decade-plus of experience in automotive 

components will propel electric vehicles and he expects Jabil to continue to benefit from the 

importance of eco-friendly technologies. 5G, he believes, will “transform the way we live, work, 

play and educate,” while demand for smart and eco-friendly packaging continues to accelerate. 

Shares have gained 20% this year, after ‘just’ a 4% total return last year (including the 

intervening plunge). We think Jabil’s diversified revenue stream should be regarded as a major 

positive, while there’s plenty of room for continued growth. Of course, it’s always top of mind to 

consider what we are willing to pay for any growth, so it’s surprising that despite JBL’s growth 

potential, the 10x forward P/E ratio and 0.27 P/S ratio are still deep in the Value camp. We also 

like the exposure JBL gives us to multi-year tailwinds in Cloud, 5G and the electrification of 

automobiles. The company’s strong performance across its diversified business platform, 

reasonable valuation and generous capital return program have led us to bump our Target Price 

to $63. 
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