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Market Review 

A little housekeeping before this week’s missive. As discussed in the April edition of The 

Prudent Speculator, we bought the following on Tuesday, April 6 for Buckingham Portfolio: 

131 Cardinal Health (CAH – $60.05) at $60.915 

21 Lockheed Martin (LMT – $386.23) at $378.9199 

47 Newmont Corp (NEM – $61.51) at $63.20 

Also, as mentioned in that same edition of The Prudent Speculator, we added the following to 

our two hypothetical newsletter portfolios on Tuesday, April 6: 

Millennium Portfolio 

670 Change Healthcare (CHNG – $22.51) at $22.38 

319 Leggett & Platt (LEG – $47.39) at $46.89 

200 AT&T (T – $30.04) at $30.71 

PruFolio 

41 Broadcom (AVGO – $485.09) at $483.11 

278 Comerica (CMA – $71.49) at $71.90 

***** 

It was a terrific start and a nice end to the trading week, with Value stocks treading water in the 

middle three days. When the tabulations were complete, the major market averages again closed 

at all-time highs on Friday,… 



 

…adding to the massive rebound from the end of the last Bear Market on March 23, 2020,… 



 

…and continuing to offer the reminder that, despite the inevitable ups and downs, some much 

worse than others, time in the market trumps market timing. 



 

We know that many have great difficulty in maintaining faith through thick and thin, so we 

constantly endeavor to provide historical evidence and analysis to keep folks on the path to 

achieving their long-term investment objectives. This is the case when the equity market is doing 

poorly AND when it is performing well, as we know that these days many are concerned about 

heightened levels of investor optimism. 



 

We respect that the AAII Bull-Bear spread, widely viewed as a contrarian measure (another nail 

in the market-timing coffin), is now at an arguably euphoric level that has not been witnessed 

since 2018. However, 34 years of market history show that stocks have still gained ground, on 

average, following such a supposedly worrisome tally, while another sentiment gauge is not 

signaling the same magnitude of enthusiasm toward equities. 



 

To be sure, we respect that CNBC.com warned on Friday, “Investors have put more money into 

stocks in the last 5 months than the previous 12 years combined,” but there is a missing piece of 

information from the sensationalistic headline. U.S. equity mutual and exchange-traded funds 

have suffered massive outflows month after month, year after year, with only the occasional 

interruption, so even the modest inflows that we lately have been seeing will look like wild 

exuberance for stocks when compared to a net outflow or tiny net inflow figure. 



 

Frankly, we might argue that a bigger concern for most investors is all the money that continues 

to pour into fixed income, especially as we suspect that that exchange-traded-fund owners had no 

idea that a popular government-bond ETF could endure a Bear Market,… 



 

…and given that the outlook for the U.S. economy has improved considerably, with a record-

high number on the ISM Non-Manufacturing Index last week,… 



 

…supporting the latest upgrade in the forecast for U.S. GDP growth for 2021 put forth last week 

by the International Monetary Fund,… 



 

…with Federal Reserve Chair Jerome H. Powell stating in an interview on Sunday with CBS 

News’ 60 Minutes, “We feel like we’re at a place where the economy’s about to start growing 

much more quickly and job creation coming in much more quickly.” Of course, Mr. Powell was 

quick to add, “So the principal risk to our economy right now really is that the disease would 

spread again. It’s going to be smart if people can continue to socially distance and wear masks.” 



 

Not surprisingly, the significant growth expected this year has many concerned about inflation, 

with the producer price index for March rising 1.0%, well above estimates for a 0.5% advance. 

Of course, the Federal Reserve’s preferred measure of inflation, the personal consumption 

expenditure (PCE), is still below, for the time being anyway, the Fed’s 2.0% target,… 



 

…while history shows that the last sustained big period of inflation (1965 through 1981) ended 

up just fine for those following Value strategies,… 



 

…and the same can be said when one considers shorter-term periods of rising (and falling) 

inflation. 



 

We also can’t forget that the improving economy will likely lead to a significant improvement in 

corporate profits this year and next,… 



 

…which we think will support further increases in dividend payouts,… 



 

…adding to the appeal of equities from an income perspective. 



 

True, there was also this exchange in the 60 Minutes interview: Scott Pelley: “So all the way 

through the end of this year, you wouldn’t see rates increasing?” Fed Chairman Jerome Powell: 

“I think it’s highly unlikely we would raise rates… this year.” But rising interest rates, on 

average, have led to even better returns for Value. 



 

Certainly, the sailing will not be smooth as we go forward (it seldom ever is),… 



 

…but we continue to like the reasonable valuations of our broadly diversified portfolios of what 

we believe to be undervalued stocks,… 



 

…and we think that Value remains as attractive relative to growth as it has been since the peak of 

the Tech Bubble,… 



 

…the bursting of which, interestingly, did not swamp all boats. 



 

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. 

We hiked our Target Price for Lam Research (LRCX – $662.00) again last week, this time to 

$687, as continued strength in the semiconductor space pushed prices higher. The management 

team of LRCX-competitor Applied Materials said during their Investor Meeting that they expect 

annualized growth between 8% and 9% for the industry, while Taiwan Semiconductor 

Manufacturing, often abbreviated as TSMC, reported double-digit revenue growth for Q1 and 

over 100% capacity utilization at its fabs. 

We think that Lam’s valuation remains fair, especially considering that net income is projected 

to grow over the next three years. We also note that President Biden’s $1.9 trillion infrastructure 

plan includes a $50 billion allocation to research and production incentives for chip 

https://theprudentspeculator.com/dashboard/


manufacturing. Of course, we have previously taken money off of the table on LRCX in our 

broadly diversified portfolios, so we are cutting our remaining shares a little more slack before 

we consider an exit. 

Shares of lithium and other specialty chemical producer Albemarle (ALB – $147.32) have 

trended lower since breaching $180 at the start of the year. This has been the case despite the 

aforementioned infrastructure legislation, with its broad plan to heavily promote the adoption of 

electric vehicles. As we wrote in February, Albemarle management expects lithium (a vital 

component required to make rechargeable batteries for electric vehicles) demand to grow over 

30% per annum through 2025 to support the increased global use of electric vehicles over this 

period. As the world’s largest producer of the metal with low-cost mines in Chile and Australia, 

we continue to expect ALB to benefit in a major way as the world’s leading car companies race 

to get desirable EVs to market. 

We acknowledge that the current P/E multiple of 42 times expected 2021 earnings is rich, but 

mining is quite capital intensive and therefore we believe near-term capital expenditures are 

likely to mask ALB’s true earnings power as the company races to expand supply enough to 

meet anticipated demand over the next few years. And current analysts projections suggest that 

EPS will double in 2024 versus the 2021 tally. 

We understand that lithium-ion batteries for electric cars are heavy and potentially more-efficient 

and safer solid-state batteries could be a viable alternative in the long term, but we think that 

such an eventuality would be far in the distance. And this weekend, two Korean companies 

settled a dispute over trade secrets, which will allow two plants in Georgia to move forward with 

plans to produce lithium-ion batteries for Ford and Volkswagen. 

We also note that lithium is also used in backup and storage batteries for the power grid, so we 

believe there will be great demand growth in this arena. Aside from lithium production, 

Albemarle generates healthy profits from bromine, which is primarily used in flame retardants, 

and steady cash flows from its refining catalyst business. While demand for bromine has slipped 

in TVs and computers, it has risen for servers and automobile electronics. Having already taken 

some money off the table earlier this year at around $162, our Target Price for ALB now stands 

at $193. 

Shares of thinly traded Greenbrier Companies (GBX – $45.86) ended trading nearly 5% lower 

last week, even as the railcar manufacturer reported fiscal Q2 results that were better than 

analysts expected (-$0.28 vs. -$0.37 est.). Sales continued to fall on a sequential basis to $296 

million as the company delivered nearly 33% fewer railcars in the period. Greenbrier continues 

to prioritize liquidity and expense control, maintaining a cash balance of $593 million and an 

additional borrowing capacity on its credit facility, roughly equating to a normalized quarter 

worth of revenue. A 4% increase over last quarter, the company boasts a backlog made up of 

24,900 units valued at $2.5 billion. Greenbrier also completed the previously announced 

formation of its GBX Leasing joint venture, including initial funding of nearly $100 million from 

a new $300 million non-recourse railcar warehouse credit facility. 



CEO Bill Furman was quite positive regarding legislation in progress at the federal level, 

“Strong consumer demand manufacturing growth and Fed policy on lower interest rates, along 

with low-cost funding available globally, will continue to spur economic recovery from the 

COVID-19 crisis. Federal stimulus spending in the U.S. is at extraordinary levels. Also, a federal 

infrastructure bill will provide additional stimulus for sustained growth into 2022 and probably 

beyond. Other bills in the work — in the works that pass should enhance U.S. job growth and 

further incent the construction of more efficient, environmentally-friendly railcars.” 

He concluded, “Our approach globally continues on course to emphasize safe operations of all of 

our facilities under essential industry status. We continue to plan for robust liquidity and ongoing 

cost containment, and to execute on the growing numbers of orders we expect while maintaining 

pricing discipline and control of costs, especially on steel and components. Entering the second 

half of our fiscal year, Greenbrier enjoys an industry-leading Manufacturing, Leasing & Services 

franchise on 3 continents, and we’ve achieved scale. Our business outlook is significantly 

improving, which will bring advantages from that scale. Despite the lingering uncertainty created 

by COVID-19, the one thing I am certain about is that our franchise will benefit strongly from all 

the things I’ve mentioned in these remarks today.” 

President and COO Lorie Tekorius added, “Over the last several quarters, Greenbrier has 

balanced rightsizing our global footprint and production capacity with maintaining our ability to 

respond quickly as the recovery begins. The first 6 months of the fiscal year were painful, but 

we’re seeing improved demand in each of our markets, and we’ve recently restarted several 

production lines in North America and are poised to flex our manufacturing footprint as 

conditions evolve. Over the next 6 months, the manufacturing team will be focused on increasing 

production rates quickly and efficiently while maintaining employee safety, quality and customer 

satisfaction…We’ve well-positioned shops that serve our customer base in an efficient and safe 

manner, and our network is prepared for the return of more normalized activity levels later in the 

calendar 2021.” 

Despite the challenging operating environment, we continue to think consolidating acquisitions 

in North America and expansion abroad have strengthened the company’s competitive position, 

added diversification and positioned GBX to benefit as industrial production picks up later in the 

year. We acknowledge that GBX has historically been a volatile stock and that is unlikely to 

dissipate going forward. But for those able to stay on the ride, Greenbrier has the potential to 

significantly benefit as the economy eventually hits its stride. Shares have gained a substantial 

24% year-to-date, leading us to trim our positions around $46 in February. GBX currently yield 

2.4% and the Target Price for our remaining shares is $53. 
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