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Market Review 

Certainly, it doesn’t always work out this way, but data provider EPFR reported that just one 

week after U.S. equity funds enhoyed record-setting inflows, numbers echoed by the Investment 

Company Institute,… 



 

…those same funds suffered their largest weekly outflow in 14 weeks for the week ended March 

24. Nothing unusual about people moving money around, but more than a few folks piled into 

stocks just before a decent-sized pullback and then many jumped out AFTER losing money, 

missing out on a terrific two-day bounce that took the S&P 500 right back to where it was on St. 

Patrick’s Day. 



 

‘Twas ever thus our founder Al Frank liked to say as very few have had more success attempting 

to time their moves in and out of stocks than if they simply stayed put. Indeed, time in the market 

regularly trumps market timing, provided investors have the patience and discipline to stay the 

course during the inevitable trips south that are always part of the equation. 



 

Alas, the financial press provides little help as the media is seemingly always focused on short-

term market moves, rather than the fact that Value stocks, for example, have returned 13.2% per 

annum going back 94 years. 

Case in point were the quotations offered in the newspapers on 3.25.21 discussing the downturn 

suffered by stocks over the previous five trading sessions. The Associated Press (AP) cited a 

market watcher who explained, “The markets are kind of choppy and sideways and everything is 

sort of trying to figure out who’s in charge, where’s the equilibrium – and it creates uncertainty. 

When people don’t know what to do, the either do nothing or they sell. They very rarely buy.” 

Another AP source added, “Traders are juggling worries about the speed of the vaccine 

distribution, virus cases and the potential for future tax changes crimping corporate profits. 

There’s a feeling that we’re not quite done with COVID-19 yet at all. That, combined with other 

concerns, is creating a lot of uncertainty.” 

For its part, The Wall Street Journal (WSJ) quoted a market strategist: “We are now one year 

into this rally: We’ve seen a massive decline and a massive rally, and my sense is that the 

markets are just going to pause for breath from here. Gains are going to be much harder to come 

by for the rest of the year.” 



When stock prices moved nicely higher the next day, the tune at AP changed, “There’s a good 

chance the recovery could be surprisingly strong with little interference from the Federal 

Reserve…There is a very clear message that the Fed is going to sit back and let the economy 

grow at a hotter rate because their number one priority is unemployment.” 

And, The WSJ’s 3.26.21 edition included, “From here, you could have in aggregate flattening 

markets. We’re going to be looking for a new narrative. Growth could recover, value could wait, 

and then on the surface nothing happens. I have modest expectations for the market until we get 

a sense of what the next catalyst is.” 

When Friday saw an even better rally that pushed nearly all the major market averages well into 

the green for the full trading week, about all The WSJ could muster was, “Generally things look 

pretty good, but it is a very unstable environment.” 

 

Obviously, trying to explain short-term market gyrations is a fool’s errand, and seldom will 

market professionals ever be quoted with a response like, “Who the heck really knows why the 

incremental equity buyer is bullish one day and bearish the next?” But that is the right answer, as 

there are always cross currents buffeting stocks and the positive elements will be credited if the 

major market averages move higher and the negative issues will be blamed if they move lower. 



After all, it wasn’t as if news on the COVID-19 front was materially better on Thursday and 

Friday last week, than it was Monday, Tuesday or Wednesday,… 

 

…while the economic data out last week was mixed, with weaker-than-expected numbers on the 

health of consumer pocketbooks,… 



 

…durable goods orders and new homes sales,… 



 

…arguably offset by terrific forward-looking PMI tallies for March from IHS Markit,… 



 

…and a big improvement in employment figures. 



 

Of course, most expect the economy to kick into high gear this year, including the all-important 

Federal Reserve, with Jerome H. Powell stating last week, “The recovery has progressed more 

quickly than generally expected and looks to be strengthening,” However, the Fed Chair was 

quick to add, “But the recovery is far from complete, so, at the Fed, we will continue to provide 

the economy the support that it needs for as long as it takes.” 



 

The Fed seems to have little concern about the inflationary impact of its accommodative 

monetary policy,… 



 

…with Chair Powell last week explaining, “In the near term, we do expect, as many forecasters 

do, that there will be some upward pressure on prices. Long term we think that the inflation 

dynamics that we’ve seen around the world for a quarter of a century are essentially intact. 

We’ve got a world that’s short of demand with very low inflation…and we think that those 

dynamics haven’t gone away overnight and won’t.” 

Those assurances notwithstanding, we understand that some pundits believe inflation would be 

bad for equity prices, even as the historical evidence, on average, argues otherwise. 



 

***** 

Speaking of market history, it also would seem that worries are rising about the increase in 

interest rates and the potential for higher taxes, so we again offer one of our favorite quotations 

from  Vannevar Bush, “Fear cannot be banished, but it can be calm and without panic; it can be 

mitigated by reason and evaluation.” 

No guarantees, of course, that past is prologue, but the historical evidence shows that higher 

interest rates, on average, have been far more of a concern for bonds than for stocks,… 



 

…while it is fascinating that stocks have actually performed better, yes better, when individual 

income tax rates have been higher than when they have been lower,… 



 

…and dividend-paying stocks have had better returns than non-dividend-payers under higher 

dividend-tax regimes than under lower regimes…and vice versa. 



 

So, we think it important to consider what actually has occurred with stocks and whatever event 

that is causing consternation than to rely on conventional wisdom…or the proclamations found 

in print, on television or online. And continuing on with the tax theme, for those fretting that 

stocks will plunge should Washington push through a tax hike this year, here is what has 

happened the previous 13 times such an event has occurred. 



 

True, some will argue that a proposed tax hike might not be retroactive and will instead be a 

2022 event, so we have crunched those numbers as well. 



 

Nothing above provides any assurance that stocks won’t react negatively to increases in inflation, 

interest or tax rates this year or next, but that is NOT what the historical odds suggest! 

As such, while we are always braced for near-term downside volatility, especially given that the 

latest AAII Sentiment Survey saw the greatest level of Bullishness this year,… 



 

…even as the CNN/Money Fear & Greed Index was in neutral territory,… 



 

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

what we believe to be undervalued stocks as we think equity valuations are very reasonable and 

dividend yields are generous given the still-very-low interest rate environment. 



 

We will close this missive with the reminder that while we seek capital appreciation first and 

foremost, we like that many of our holdings sport handsome dividend payouts as well. 



 

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 several of our companies that either had news out last week of sufficient 

interest to merit a Target Price review or are worthy of comment. 

Chemical and materials concern Celanese (CE – $152.69) held its Investor Day last Thursday 

where it discussed the state of demand across its various markets, steps taken to improve 

productivity and its growth outlook for the next few years. Strong demand recovery and 

infrastructure build across much of the globe is expected to support healthy capacity growth 

within the Acetyl Chain segment for the foreseeable future. Within the Engineered Materials 

segment, the firm considers future mobility (electric vehicles), medical and pharma, connectivity 

(5G) and sustainability (consumer packaging) applications as growth areas. Management noted 

that 2020 earnings were roughly double those at the beginning of the past decade despite a 

demand shock from the pandemic and predicts the firm will earn $13.00 to $14.00 per share by 

2023. 

https://theprudentspeculator.com/dashboard/


CEO Lori Ryerkerk stated, “Over the last decade, Celanese has advanced on a path to build 

unparalleled competitive positions, implement unique business models, and ingrain commercial 

excellence across the organization. We have systematically elevated the fundamental earnings 

and cash generation profile of the Company over this time. As a result, Celanese has generated a 

total shareholder return (TSR) of 271 percent over the last decade and delivered positive TSR in 

nine of the last ten years. Additionally, we have returned a total of $6.2 billion in cash to our 

shareholders over the last decade through share repurchases and dividends. Our businesses have 

demonstrated an ability to deliver resilient and strong performance in all environments. 

Following a challenging 2020 global backdrop, we entered 2021 with tremendous momentum 

across our businesses. Today, we will outline how we are enhancing Celanese’s strategy to 

multiply this momentum and deliver double-digit earnings per share growth annually.” 

CFO Scott Richardson commented, “Organic investment is an area at Celanese that we’ve 

always been really highly scrutinizing around. We have been very disciplined about the capital 

that we put into our businesses. And we are going to see an increase in capital over the next 

several years because we need it to grow…In the Acetyl Chain, with the plans in place to 

continue to focus on the optionality of our businesses, we believe we’re going to approach $1 

billion of earnings by the time we get to 2023. And the evolution of continuing to add new 

capacities into our existing footprint will give us more optionality than we’ve had in the past. 

And Acetate Tow is the same as it’s been in the — over the last several years. It’s flat, around 

$250 million of earnings over the next several years despite a decline in some of our key end-use 

demand areas. What this adds up to is EBIT between $1.7 billion and $1.8 billion by 2023. And 

what that translates from a cash flow perspective is into about $4 billion to $5 billion of 

operating cash flow. The uses of this cash, about $1.5 billion to CapEx, as I talked about, $1 

billion to dividend as we continue to grow that a little bit each year. But then we have about $1.5 

billion to $2.5 billion of excess cash generation that we can deploy for either share repurchases 

or opportunistic M&A.” 

The company has typically enjoyed a cost advantage in many of its markets and has been able to 

push through regular price increases. Despite a 17% rally year-to-date, shares trade at an 

attractive 13.7 times the consensus analyst (recently increased) earnings expectation. We also 

note that CE generates tons of cash and has historically produced attractive returns on equity and 

invested capital. We appreciate the company’s exposure to secular growth markets like electric 

vehicles and 5G through its Engineered Materials segment and think it is positioned to win from 

customer sustainability efforts. The dividend yield is 1.8%. Our Target Price for CE has been 

increased to $163. 

Shares of home improvement retailer Lowe’s (LOW – $191.61) have rallied over 19% year-to-

date, on top of the Pandemic-induced 34% run in 2020. Accordingly, the multiple of earnings 

expected in 2021 now stands at 19.7, slightly above the 5- and 10-year historical averages for the 

stock. We think management’s focus on sustaining higher returns on capital warrant more of a 

premium multiple versus the historical range, perhaps even deserving of a convergence with that 

of more richly valued competitor Home Depot over time. 

We respect that the shifted focus on the home could wane in the coming months as vaccine 

proliferation enables many to resume a sense of normalcy. But we anticipate demand in the near-



term to continue as backlogs from a large number of projects (many of which have likely been 

on pause in recent weeks due to raging material costs) continues to unwind. In addition, interest 

rates remain quite low relative to history despite the shift higher in recent months and the latest 

stimulus payment ought to support discretionary spending for many. We continue to 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 expect continued opportunity for the company in e-commerce. Nevertheless, and mindful of 

recent enthusiasm for the stock, we continue to evaluate potentially more compelling 

opportunities in the space. But for now, our Target Price has been boosted to $199. 

In the middle of 2020, major publications including PCMag and DigiTimes began reporting that 

processor giant Intel (INTC – $64.87) was looking at outsourcing the manufacturing of some 

chips to Taiwan Semiconductor Manufacturing Company (TSMC). The news was not surprising, 

a relief even, given Intel’s manufacturing missteps, and there was historical precedent for the 

move, including in 2018 when Intel outsourced 14nm manufacturing to an unnamed 

manufacturer (TSMC was the only foundry that had the capability, according to DigiTimes). 

During Intel’s Q4 analyst call two months ago, at-the-time incoming CEO Pat Gelsinger said of 

the 7nm chips, “Based on initial reviews, I am pleased with the progress made on the health and 

recovery of the 7-nanometer program. I am confident that the majority of our 2023 products will 

be manufactured internally. At the same time, given the breadth of our portfolio, it’s likely that 

we will expand our use of external foundries for certain technologies and products.” At the end 

of the prepared remarks, then-CEO Bob Swan was asked by an analyst, “I think maybe it was a 

month ago, maybe it was 6 weeks ago, where you talked about licensing or the possibility to 

basically license a process from a foundry rather than just strictly outsourcing to a foundry. And 

you said that, yes, that is actually possible that you could do that. I mean that would be quite a 

tectonic shift… is this something that’s remotely on the table as you sort of think about this?” 

Mr. Swan offered a generic, non-committal response which sent analysts into a tizzy about the 

possibility that INTC would join the rest of the chip designers in external production for 

internally designed chips. No doubt, it would be a tectonic shift. 

On March 23, Mr. Gelsinger offered details on the company’s future plans at the company’s Intel 

Unleashed: Engineering The Future presentation. He said, “When Intel initially designed 7 

nanometers, EUV (extreme ultraviolet lithography) was still a nascent technology so we 

developed our process to limit the use of EUV, but this also increased the process complexity. As 

EUV then matured and became more reliable, we experienced the domino effects of our 10-

nanometer delay, which pushed out 7 nanometers and ultimately, put us on the wrong side of the 

EUV maturity curve. Today, I’m pleased to share that we have now fully embraced EUV. We’ve 

rearchitected and simplified our 7-nanometer process flow, increasing our use of EUV by more 

than 100%. We have a very strong partnership with ASML, and our plans to now stay on the 

leading edge of EUV usage are well underway. Our technology teams are moving rapidly 

through process maturity. And as they do, our confidence in 7-nanometer health and 

competitiveness is accelerating.” 

Mr. Gelsinger continued, “We will also expand our use of third-party foundry capacity across 

our portfolio to deliver the best products in every category that we participate in. Intel’s 



complementary and strategic use of outside foundries is an underappreciated fact. Today, we use 

foundries to manufacture many products, including chips for communications, connectivity, 

graphics and chipsets. As we grow the business, we expect our engagement with foundries to 

grow in both size and scope. This includes manufacturing a range of modular tiles on advanced 

process technologies, including products at the core of our compute offerings for both client and 

data center segments. To further enable this aspect of our IDM 2.0 model, we are increasing our 

engagement with TSMC, Samsung, GlobalFoundries and UMC, building on our existing long-

term relationships. This will provide us with increased flexibility and scale we need to optimize 

our road maps for cost, performance, schedule and supply, giving us a unique competitive 

advantage.” 

While Intel expects to use external foundries for some manufacturing, Mr. Gelsinger observed 

that the majority of semiconductor manufacturing is concentrated in Asia, which creates certain 

challenges and risks. To correct some of the imbalance, Mr. Gelsinger added, “We are 

establishing Intel Foundry Services, a fully vertical stand-alone foundry business led by 

semiconductor industry veteran, Dr. Randhir Thakur, reporting directly to me…We will be 

differentiated from other foundry offerings with a combination of leading-edge packaging and 

process technology, committed capacity in the U.S. and Europe available for customers globally, 

and a world-class IP portfolio customers can choose from, including x86 cores, graphics, media, 

display, AI, interconnect, fabric and other critical foundational IP, along with ARM and RISC-V 

ecosystem IPs.” 

Intel’s Foundry Services have garnered interest from Amazon, Cisco Systems (CSCO – $52.57), 

Ericsson, Google (GOOG – $2035.55), IBM (IBM – $136.38), IMEC, Microsoft (MSFT – 

$236.48), Qualcomm (QCOM – $132.99) and others. Construction for two fabs will start later 

this year at the company’s Ocotillo campus in Chandler, Arizona, and will cost nearly $20 

billion. The company estimates that the move will create 3,000 permanent high-tech jobs, 15,000 

long-term jobs in Arizona and 3,000 construction jobs. Unfortunately, best we can tell, the 

energy-intensive fabs are just outside of utility provider Pinnacle West’s (PNW – $80.22) 

service area, but we expect the company to benefit from the generally strong economic 

environment in Arizona and continued growth in population. 

In addition to the big fab news, Intel said it expects 2021 revenue near $72 billion with adjusted 

EPS around $4.55 and free cash flow of $10 billion. The $72 billion revenue number is lower 

than 2020’s $77.9 billion and matches 2019’s $72 billion figure, but the outlook was above 

recent analyst expectations. We are pleased with Intel’s change of course and believe that the 

there are many benefits for manufacturing chips in the U.S. even if the cost of labor is a little bit 

higher than abroad. We are always concerned about intellectual property theft and keeping the 

manufacturing of bleeding edge technology internal is valuable in our view. Plus, there may be 

national security advantages in domestic manufacturing. Still, we consider Intel to be more of a 

turn-around story than a mature giant at this point, so it’s possible that there will be additional 

bumps in the road as production ramps up. 

We think the big fab investment supports our continued holding of chip-related companies like 

Lam Research (LRCX – $584.23), Cohu (COHU – $40.83) and Kulicke & Soffa (KLIC – 

$46.42), despite their somewhat stretched valuations. We believe a broader industry theme is that 



chips are needed in growing numbers in every aspect of life, with many new devices enabled by 

technologies like 5G, Bluetooth Low Energy and broadband internet. This includes large users of 

chips like cars and TVs, and even toothbrushes that tell you when it’s time to change the head. 

Lead times continue to be long for chip manufacturing, while TSMC is quickly building hugely 

expensive fabs (which age quickly) to accommodate the swelling demand. Our Target Price for 

Intel has been hiked to $73. 
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