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Market Review 

A little housekeeping before this week’s Holiday missive. As discussed on our May 25 Sales 

Alert, we sold the following on Thursday, May 27. 

TPS Portfolio 

545 Truist Financial (TFC – $61.78) at $61.405 

Buckingham Portfolio 

37 Capital One Fin’l (COF – $160.78) at $161.61 

We will use those prices for sales in our two hypothetical portfolios: 

Millennium Portfolio 

39 TFC at $61.405 

37 COF at $161.61 

PruFolio 

123 TFC at $61.405 

80 COF at $161.61 

Work is underway on the June edition of The Prudent Speculator. If all goes according to plan, 

we expect to email TPS 656 on Wednesday evening June 2. This month, we offer one first-time 

recommendation and we will add to two existing holdings in TPS Portfolio, while our Graphic 

Detail feature examines Q1 earnings reporting season. Note, too, that we will soon be posting 

updated Target Prices for all our holdings to theprudentspeculator.com. 

***** 

http://theprudentspeculator.com/


We hope readers are having a pleasant Memorial Day weekend. Given the holiday, we offer a bit 

shorter update, though we were pleased to see stocks end the month of May with a solid five-day 

performance run. True, Value trailed Growth, but is has been a terrific year thus far for the kind 

of stocks that we have long championed. 

 

Obviously, the success of the coronavirus vaccines,… 



 

…has led to much better COVID-19 news…at least in the U.S., with CNBC.com reporting on 

Sunday that the 11,976 new cases tabulated on Saturday were the lowest since March 23, 2020, 

and the TSA stating that Friday saw the highest number of airport travelers since the pandemic 

began. 



 

Of course, case counts and the number of deaths continue to climb around the world,… 



 

…but favorable developments on the health front, along with significant additional government 

stimulus, led to terrific U.S. economic growth in the first quarter,… 



 

…which translated into excellent Q1 corporate earnings reports, with expectations for significant 

top- and bottom-line growth over the balance of 2021 and for 2022. 



 

No doubt, the economic data over the next few months will be variable as states progress at 

different paces in their reopening efforts, supply chain challenges for businesses are likely to 

remain elevated and the jobs markets are adjusting to changes in unemployment benefits. As 

such, it isn’t a big surprise to see a divergence in the two consumer sentiment/confidence 

gauges,… 



 

…even as consumer spending was robust in April,… 



 

…and the labor picture continued to improve. 



 

Still, there were a couple of hiccups in the statistics, at least relative to expectations,… 



 

…but nothing that seemingly would derail the most recent projections from the Federal Reserve 

for stellar full-year GDP growth. 



 

Indeed, the top concern for many investors is inflation, given the 2.4% median Federal Reserve 

estimate for 2021, and the spike in the April personal consumption expenditure (PCE) to 3.1%. 



 

While we are still of the mind that Jerome H. Powell & Co. are correct in their assertion that a 

pick-up in inflation is likely to be transitory and a byproduct of pent-up demand gradually being 

satisfied as life returns closer to normal, we do not lose sleep over the prospects for an elevated 

inflation rate,… 



 

…especially given what the historical evidence has to say about the prospects for Value stocks 

should the Fed boost the one interest rate it can control,… 



 

…and should the yield on the benchmark long-term U.S. Treasury continue to rise. 



 

***** 

Certainly, none of the above is meant to suggest that the road forward will be free of potholes as 

downturns are an inevitable part of the investment process,… 



 

…but the long-term trend in equities is higher… 



 

…despite all the frightening events that have had to be overcome. 



 

Not surprisingly, while we remain braced for downside volatility, we retain our enthusiasm for 

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

undervalued stocks. And, given our contrarian bent, we are not unhappy to see that many folks 

are not as sanguine on the near-term outlook for equities,… 



 

…and that the CNNMoney Fear & Greed Index needle is pointing to the left. 



 

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

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

High-end department store Nordstrom (JWN – $33.54) lost $1.05 per share in fiscal Q1 2022 

(vs. -$0.54 est.). JWN had sales of $2.92 billion, versus an estimate of $2.87 billion. Shares 

retreated more than 11% last week, as the wider-than-expected loss and a relatively soft outlook 

caused concern among investors. Although JWN’s bottom line suffered in Q1, revenue rose for 

the third consecutive quarter, propelled by lifting of COVID restrictions in many geographies 

and continued digital sales growth. 

CEO Erik Nordstrom said, “Our market strategy helps us engage with customers through better 

service and greater access to product no matter how they choose to shop. We successfully 

expanded the rollout to 10 new markets, including Atlanta, Houston, Detroit and Minneapolis 

https://theprudentspeculator.com/dashboard/


over the last 3 months. Market strategy is now in place in all of our top 20 markets, bringing an 

unmatched level of convenience and connection to customers who make up about 75% of our 

sales. We continued to scale the enhanced capabilities we launched in 2020, like the expansion 

of order pickup and ship to store to all Nordstrom Rack stores, with order pickup more than 

doubling compared to the first quarter of 2019. In addition, nearly 1/3 of next-day order pickup 

volume for Nordstrom.com in our top 20 markets was picked up at Rack stores since launch as 

we continue to integrate our capabilities across our 2 powerful brands.” 

Mr. Nordstrom continued, “Our second growth priority is broadening the reach of Nordstrom 

Rack. In the quarter, total Rack sales declined 13% to 2019, a 10 percentage point sequential 

improvement from the fourth quarter. Importantly, the merchandise repositioning across price, 

hybrid and brand doors is progressing in spite of some challenges matching slower-than-

anticipated inbound inventory flow. We remain in the early innings in these initiatives, and our 

progress is encouraging. Increased customer choice of price-oriented offerings in Kids, Home 

and Active, supported a 37% increase in sales compared to 2019 in these categories… Our 

Nordstrom and Nordstrom Rack apps continue to be powerful drivers of customer engagement. 

During the quarter, we generated over 1 million downloads of our apps, a more than 50% 

increase over the first quarter of 2019. Mobile customers, including app users, represented 

approximately 75% of total digital traffic and 2/3 of total digital sales for the quarter.” 

Mr. Nordstrom concluded, “Looking ahead, we continue to enhance our digital capabilities to 

improve the customer experience across the shopping journey. One of the key opportunities we 

see is to offer our customers more choices with plans to increase choice count to approximately 

1.5 million over the next several years. This quarter, we saw ramping benefits from this initiative 

with choice count increasing approximately 20% versus 2019, primarily driven by an expanded 

dropship assortment in both our core categories and in-demand categories like Home, Active and 

Kids. This allowed us to drive strong sales growth in our digital business without a 

corresponding increase in our inventory investment…In the second quarter, we believe that our 

Anniversary Sale will be well timed to benefit from customers’ increasing confidence and return 

to pre-pandemic activities. The event will also mark a significant step forward in the 

transformation of our approach to getting closer to you. Our goal is to have an event that rewards 

and engages our best customers with a superior shopping experience.” 

CFO Anne Bramman added, “Based on our first quarter results, we continue to expect to deliver 

revenue growth of more than 25% in 2021 with digital representing approximately 50% of sales. 

Digital penetration is expected to vary over the course of the year depending on the pace of store 

recovery. We are responding with speed to manage external cost pressures and remain on track 

to deliver on our guidance for breakeven EBIT in the first half and 3% operating margin for the 

full year. And we continue to see a path to an operating margin of approximately 3.5% 

depending on how the demand recovery and cost headwinds play out. From a capital allocation 

perspective, we’re planning CapEx at normalized levels of 3% to 4% of sales, primarily to 

support investments in technology and supply chain capabilities. We continue to expect to reduce 

our leverage ratio to approximately 3x and to be in position to return cash to shareholders by the 

end of the year. Overall, we have seen strong customer response to our initiatives to evolve our 

operating model, positioning us well to drive market share gains while improving profitability, 

returns and cash flow generation.” 



After making up significant ground in the second half of last year in anticipation of the pandemic 

receding, shares of JWN have had a 2021 with several false-starts. From a revenue standpoint, 

we believe that JWN is doing the right things to grow the company’s overall presence and 

encourage shoppers to spend at Nordstrom. However, the capital expenditure necessary to offer 

the quality of service that we expect from Nordstrom has been significant, weighing heavily on 

the bottom line. The online investment wheels were in motion well before the pandemic, and 

JWN benefitted handsomely from the spending when stores were shuttered (on a peer-relative 

basis), but ultimately shoppers need to come back in the stores in person and that may take a 

longer period of time in some regions. Ms. Bramann suggested that JWN will start returning cash 

to shareholders later this year, which we are pleased to hear. Of course, we also want JWN to 

continue to make investments in the business and pay down debt. Noting that we took some 

money off the table earlier this year, our Target Price presently resides at $46. 

Shares of Big Lots (BIG – $60.94) tumbled 5.6% on Friday, even as the discount retailer 

reported quarterly results that were materially better than expected. BIG’s comparable-store sales 

growth of 11.3% was more than double the consensus analyst estimate and bottom-line results 

were almost 50% greater than forecast. The record first-quarter results included revenue of $1.63 

billion, versus the est. of $1.54 billion, and adjusted EPS of $2.62 (vs. est. $1.76). Analysts and 

investors seemed to be agitated that the company still would not provide full-year guidance as 

the company continues to expect supply chain and freight headwinds throughout the year, which 

we would expect to dampen margins. 

CEO Bruce Thorn commented, “We have completed a record first quarter that was driven both 

by our underlying Operation North Star strategic initiatives and by customer response to a third 

round of stimulus distributions that began in March. For the quarter, we saw double digit growth 

across all merchandise categories other than Food and Consumables, which were greatly 

bolstered last year by quarantine-related stock-up spending early in the pandemic. We also saw 

notable strength in our Seasonal assortment, particularly lawn & garden, while Broyhill, 

launched just last year, drove $225 million in sales for the quarter across our Furniture and Home 

assortments, continuing its rapid progress toward becoming an established $1 billion brand. 

Additionally, our ecommerce business grew 30%, and our Rewards program reached a record 

high number of active members.” 

Mr. Thorn continued, “Our outstanding results for the quarter were achieved despite significant 

supply chain and freight headwinds, which we expect to continue through the balance of the 

year. Meanwhile, we are taking other important steps to strengthen our business. These include 

rolling out our forward distribution center strategy to relieve pressure at our regional distribution 

centers and more efficiently process bulk items such as furniture; strengthening our vendor 

partnerships to create even greater value for our customers and improve assortment availability; 

and investing in data-driven space planning technology designed to enhance our customer 

satisfaction and per-store productivity through more relevant location- based assortments. We are 

excited by our results, but know that we still have many opportunities for growth and 

improvement across the business.” 

BIG remains inexpensive at slightly more than 10 times NTM expected adjusted EPS. 

Management has spent approximately $250 million of its allotted $500 million on share 



buybacks, and we hope they are taking advantage of the very unwarranted selloff to buy more. 

Even with the strong share performance this year, the market capitalization of BIG is just $2.1 

billion (the remaining $250 million on the buyback currently represents more than 11% of said 

market cap). The dividend yield is now 2.0% and our Target Price has been boosted to $88. 

Technology-focused health concern Change Healthcare (CHNG – $23.44) released fiscal Q4 

financial results on Wednesday that beat analyst expectations (adjusted EPS of $0.42 vs. $0.36 

est.), producing $1.34 in EPS for the full year. Change turned in solutions revenue of $804 

million, adjusted EBITDA of $272 million and adjusted free cash flow of $36 million during the 

quarter. The company also repaid $50 million of its term loan. 

Shares are up over 65% since last Halloween, owing in large part to Change’s pending merger 

with UnitedHealth Group’s OptumInsight, the terms of which call for CHNG holders to receive 

$25.75 per share in cash. Progress towards closing the deal continues according to Change CEO 

Neil de Crescenzo. He explained, “Let me provide you with a brief update on the pending 

combination of Change Healthcare and OptumInsight. In April, we were pleased with the strong 

support of our shareholders who overwhelmingly voted in favor of the transaction. This is an 

important milestone towards closing the transaction and pursuing our common vision with 

UnitedHealth Group of enhancing the healthcare system. The transaction remains subject to the 

satisfaction of the regulatory and remaining closing conditions. As disclosed in March, we 

received a second request from the DOJ for additional information in connection with their 

review of the transaction. We’re working diligently in coordination with UHG as well as 

working cooperatively with the DOJ to respond to their request, and no material change has 

occurred in terms of our timing expectations for closing.” 

Mr. de Crescenzo further commented on the previous quarter, “In addition to the improvement in 

utilization, we saw increased customer and partner bookings and underlying demand across all 3 

business segments. This growth demonstrates the belief our customers and prospects have in the 

value we deliver to them today and will in the future, driven by our focused investments over 

many years in capabilities aligned with health care’s evolution. Our fourth quarter results 

demonstrate the positive impact of our investments in enterprise sales and innovation across our 

platform, while we simultaneously continued to optimize our cost structure to accelerate growth 

and performance going forward. While there remains some uncertainty due to unemployment 

levels, health care utilization and payer mix as we view FY ’22, the underlying market trends for 

our business remain positive on multiple fronts, including: increased requirements for 

interoperability, advances in virtual health initiatives, increased need for data and analytics to 

help clients reduce administrative costs and improve performance under value-based care 

models. All these trends are aligned with our long-term focus and investments on improving 

outcomes, reducing costs and simplifying the consumer experience.” 

CHNG is the product of a joint venture (started in 2017) with and a spinoff from McKesson 

Corp (MCK – $192.39) in March of last year. We continue to like the long-term prospects of the 

company on a stand-alone basis, should antitrust issues scuttle the union with Optum, but we 

also won’t complain about the solid return possible between now and closing (expected in the 

second half of this year). Our Target Price for CHNG is $27. 



Medical device maker Medtronic PLC (MDT – $126.59) posted non-GAAP EPS of $1.50 for 

fiscal Q4, a massive 159% increase over the same COVID-affected quarter last year. In a similar 

vein, revenue of $8.2 billion was 32% higher year-over-year. Shares opened trading up nearly 

3% the morning after the release but faded throughout the remainder of the day. Cardiac & 

Vascular sales increased 41%, driven by mid-seventies-percent growth in Leadless Pacemakers 

on the continued global adoption of the Micra™ transcatheter pacing system. Sales within 

Surgical grew 17% even as ventilator sales declined to pre-pandemic levels. Strong performance 

of specialty therapies, neuromodulation, cranial and spinal technologies products all contributed 

to 51% sales growth within the Neuroscience segment. 

 

Management expects revenue growth of approximately 9% in fiscal year 2022 on an organic 

basis, and adjusted EPS in the range of $5.60 to $5.75, incorporating an estimated $0.10 to $0.15 

positive impact from foreign currency based on current exchange rates. “Our fiscal 2022 revenue 

guidance that we are issuing for the first time today is about a point higher than Street estimates, 

as we anticipate strong organic revenue growth driven by new product launches and end market 

recovery from the impact of the pandemic,” said CFO Karen Parkhill. “At the same time, we’re 

investing at the front end of major product launches, including surgical robotics and renal 

denervation, to fully realize their potential. We’re also planning for the largest increase in R&D 



spend in our company’s history, as we invest to accelerate long-term growth and capitalize on a 

long list of opportunities.” 

Medtronic CEO Geoff Martha added, “We reported a strong end to our fiscal year, with our 

fourth quarter results demonstrating continued momentum. Our recovery improved throughout 

the quarter, with most of our markets returning to near normal, pre-COVID growth rates. In 

addition to supporting our employees, customers, and communities during the pandemic, we 

accomplished important milestones, including launching new products, investing in our pipeline, 

and changing our operating model, just to name a few. As we look ahead, these actions set us up 

to drive accelerated revenue growth in the year ahead and over the long term.” 

We are encouraged that MDT continues to build momentum coming off a difficult 2020. The 

med-tech concern seems to continuously offer up new products to keep the growth engine going 

as older products mature. We like the company’s diverse portfolio and solid financial position, 

which is essential to support increases in research & development spending. With domestic 

demographic trends in its favor, MDT’s terrific products and pipeline, including treatments for 

atrial fibrillation, aortic stenosis and various neurological disorders, are major assets. The MDT 

board raised the quarterly dividend by 9% last week, bumping the yield to 2.0%. Our Target 

Price has been adjusted upward to $143. 
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