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Market Review 

We hope everyone had a nice Easter weekend. Due to the Holiday and given that we emailed out 

the April edition of The Prudent Speculator on Friday, this week’s missive is a bit shorter than 

most. 

It was another eventful week in the equity markets, with a sizable advance on the final trading 

day sending stocks higher for the period… 



 

…and propelling the S&P 500 to a new record high above the 4000 milestone,… 



 

…even as news on the health front remains mixed. Indeed, the Centers for Disease Control and 

Prevention reported that 31.4% of the U.S. population has received at least one dose of a 

coronavirus vaccine and that those who are fully vaccinated can travel in the U.S. without tests 

or quarantines, but also warned of “impending doom” as new infections and hospitalizations 

have ticked up again. 



 

Of course, while we do not mean to minimize the loss of life and livelihood for so many this time 

around, history shows that stocks have managed to persevere through previous health scares,… 



 

…including the even deadlier Spanish Flu in 1918-1919. 



 

No doubt, incredibly accommodative monetary policy efforts by the U.S. Federal Reserve and 

central bankers around the world, not to mention massive government stimulus programs, have 

bolstered the global economies and kept the wheels of commerce turning. As such, it would 

seem that the Fed’s present projection for real U.S. GDP growth of 6.5% this year is not 

unreasonable,… 



 

…especially given the latest batch of economic stats out last week. The data showed strong 

numbers in regard to the consumer,… 



 

…and the manufacturing sector,… 



 

…while the all-important monthly jobs report blew past estimates,… 



 

…with the unemployment rate falling to 6.0%. 



 

Certainly, we respect that economic rebound has many investors fretting about increasing bond 

yields,… 



 

…despite what nine decades of evidence suggest about the relationships between rising (and 

falling) interest rates and equity prices. The data would argue that folks should be more worried 

about their fixed income exposure,… 



 

…but money continues to be shoveled into bond funds. 



 

A larger worry these days might be the impact of higher taxes, with President Biden unveiling a 

gargantuan $1.9 trillion “infrastructure” spending package that would be paid for in large part by 

a hike in the corporate tax rate to 28% from the current 21%. There will be plenty of debate 

before such an eventuality occurs, and we realize that there is also talk ongoing about increases 

in individual income, dividend, capital gains and estate taxes, but it is important to consider that 

tax rates are very low today relative to the averages over the last nine decades,… 



 

…while stocks have performed OK, on average, in the years in which the max corporate tax rate 

has been hiked. 



 

So, though we understand that downside volatility is always part of the process, we remain 

optimistic for the long-term prospects of our broadly diversified portfolios of what we believe to 

be undervalued stocks,… 



 

…and we are happy to see one of our favorite contrarian sentiment indicators become a little less 

bullish in the latest week,… 



 

…and another more recently established gauge still not that far from a neutral reading. 



 

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. 

Semiconductor stocks continued their rise last week, propelled by Micron’s (MU – $92.41) 

fiscal Q2 2021 results release. The company released preliminary results on March 8 and the 

actual results were in line with those estimates. Micron had sales of $6.24 billion (compared to 

$6.20 billion to $6.25 billion on March 8) and EPS of $0.98 ($0.93 to $0.98 on March 8). While 

the pre-release last month sent shares down a bit, the actual earnings sent shares up by 5%, 

driven by management’s outlook. 

CEO Sanjay Mehrotra was positive on the quarter, “Micron delivered strong FQ2 results above 

our original projections driven by solid execution and higher-than-expected demand across 

multiple end markets. The DRAM market is in severe shortage, and the NAND market is 
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showing signs of stabilization in the near term. The execution from the Micron team and these 

strengthened conditions enabled us to set revenue records for Mobile MCPs and automotive 

products and to reach normal levels of inventory ahead of schedule… We are in an excellent 

position to capitalize on the strong demand for memory and storage driven by artificial 

intelligence and 5G across the data center, the intelligent edge, and user devices.” 

Mr. Mehrotra continued, “Turning to the market outlook, calendar 2021 is shaping up to be a 

solid year, and our overall outlook across DRAM and NAND has improved since our last 

earnings call, with broad strength across nearly all end markets. The pandemic has driven 

changes in our economy that we believe will not only benefit us this year but also serve to 

accelerate the digital transformation of the economy and drive new opportunities for Micron…In 

DRAM, due to the stronger demand, we now expect calendar 2021 bit growth at 20%, above our 

prior forecast of high teens… In NAND, we now expect calendar 2021 bit growth in the low to 

mid-30% range, above our prior expectation of 30%.” 

Management said that despite non-memory component shortages due to the pandemic and the 

earthquake-related disruption at the Taiwan fabs in December, the company expects to continue 

at full production levels and is optimistic that the vaccine distribution around the world will have 

a positive impact. Recently, Taiwan has experienced drought conditions, but MU said it has 

secured alternate water sources and is accelerating water conservation efforts. 

Micron shares sit just below the all-time high set on July 14, 2000, at $96.56 and we believe that 

the company is stronger than ever. We believe that MU has matured into a stable manufacturer 

of memory products and we are keeping the positions in our broadly diversified portfolios 

unchanged at present as we think there’s room to run. We believe that Micron can continue to 

grow its earnings (the current consensus EPS estimate for fiscal 2023 is north of $10.50, 

compared to $2.83 in 2020). Our Target Price for MU has been boosted to $111. 

We also raised our Target Price for Lam Research (LRCX – $639.38) to $668, as we think the 

strength in the semiconductor space is likely to stay a while longer. Embedded in President 

Biden’s $1.9 trillion infrastructure plan is a $50 billion allocation to research and production 

incentives for chip manufacturing. We think that intellectual property theft remains a major 

concern, and was brought up routinely by the Trump administration, and manufacturing 

diversification for critical components outside of Asia would serve the U.S. well on many levels, 

including job creation and national security. 

Shares of lighting and building management concern Acuity Brands (AYI – $168.90) took a 

rocket ride, rallying over 23% last week as the firm reported its fiscal Q2 financial results. Sales 

declined for the third quarter in a row to $776.6 million as large customers (notably big-box 

retailers) continued to defer renovations and rebalanced inventory. Nevertheless, Acuity earned 

$2.28 per share in the period (33% above the consensus analyst estimate) as productivity 

improvements expanded gross and operating margins by 170 basis points. Management appears 

dedicated to growth of the firm’s technology-focused product suite (Atrius and Distech), which 

is centered around open protocol solutions to building management. 



CEO Neil Ashe commented, “As you know, the pandemic has created real challenges over the 

past several quarters and we have yet to return to a steady state. The slowdown last year had a 

global impact on supply chains and logistics, and we continue to feel the impact of this in the 

economy and in our operations, yet we have continued to have consistent and strong 

performance during this time. As we look forward, we are facing some new and existing 

challenges. As demand begins to rebound, global logistics, for example, continues to encounter 

issues. New challenges include the global chip shortages and the rising cost of some components. 

To be clear, these are good problems to have. We are managing these challenges aggressively, 

and our entire team will work tirelessly to deliver the best possible outcomes for our customers 

and continued high-quality results.” 

We continue to appreciate the financial flexibility built into Acuity’s business model, which 

allows it to scale with prevailing demand and the opportunistic deployment of capital 

(management purchased 10% of share outstanding since last May). And we expect margin 

expansion to persist as volume improves given the productivity efforts. Despite the recent rally 

by the stock, we still find the shares quite attractive, given a forward PE multiple of 18.5 (in line 

with the 5-year average) and several channels for growth on the horizon. Our Target Price has 

been hiked to $199. 

Kroger (KR – $35.95) held its Investor Day last Wednesday where it detailed the firm’s 

strategic priorities for the next couple of years. The grocer expects to gain market share and will 

emphasize its digital channel and assortment expansion, where it intends to double down on 

private-label products and expand its third-party seller marketplace. KR management says it will 

also be investing in its supply chain (expecting to open up to 6 more centralized fulfillment 

centers across the U.S. through 2023) to expand its network and improve the cost of delivery to 

support an Anything, Anywhere, Anytime strategy where customers can experience personalized 

shopping through delivery, pickup or at the store. 

CEO Rodney McMullen commented, “Our 4 competitive moats: Seamless, Personalization, 

Fresh and Our Brands, are stronger today than ever before, reinforcing our confidence in our 

ability to grow sales and market share. We are committed to delivering consistent and attractive 

total shareholder return of 8% to 11% per year, underpinned by a financial model that now 

includes a higher operating profit base and a clear path to deliver earnings growth of 3% to 5% 

and strong and growing free cash flow to invest in our growth initiatives.” 

While we remind that growth almost always comes at a cost, particularly in the near-term, we 

appreciate that KR is using its momentum from the pandemic to support and expand its 

advantages within a fiercely competitive industry. We continue to appreciate the defensive 

characteristics that KR offers our portfolios as shares now trade at 12.8 times expected EPS for 

2021 and offer a dividend yield of 2.0%. Our Target Price for KR, which boasts Warren 

Buffett’s Berkshire Hathaway as a big shareholder, now stands at $43. 

  

Kovitz Investment Group Partners, LLC (“Kovitz”) is an investment adviser registered with the Securities and Exchange 

Commission. This report should only be considered as a tool in any investment decision matrix and should not be used by itself to 

make investment decisions. Opinions expressed are only our current opinions or our opinions on the posting date. Any graphs, 



data, or information in this publication are considered reliably sourced, but no representation is made that it is accurate or 

complete and should not be relied upon as such. This information is subject to change without notice at any time, based on 

market and other conditions. Past performance is not indicative of future results, which may vary. 

 


