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Market Review 

It was a relatively subdued trading week, even as the S&P 500 on Friday closed at an all-time 

high. 



 

Of course, we were again reminded that it is a market of stocks and not a stock market, as the 

Dow Jones Industrial Average and the Value indexes all ended the five days in the red,… 



 

…with the big drop in the yield and rally in the price of the 10-Year U.S. Treasury to blame,… 



 

…as history suggests, and the major advance for inexpensive stocks over the last 11 months 

validates,… 



 

…inexpensively priced stocks perform better when interest rates are rising. 



 

The renewed and ongoing interest, we think, in fixed income instruments is somewhat 

puzzling,… 



 

…given the surge in inflation, with Uncle Sam reporting last week a major increase in consumer 

prices. 



 

We recognize that the Federal Reserve is of the mind that inflationary pressures will be 

transitory, while there continue to be far more folks out of work than we would like,… 



 

…and the latest reads on small business and consumer sentiment came in mixed,… 



 

…but the World Bank last week boosted its forecast for U.S. and global economic growth. 



 

Not surprisingly, we prefer a stronger economic climate, as it bolsters corporate profit growth,… 



 

…and market history dating back to 1927 and 1957 shows that Value stocks, on average, have 

been a fantastic hedge against inflation of 5% or greater. 



 

No doubt anything can happen as we go forward, so we are always braced for volatility, but we 

retain our enthusiasm for the long-term prospects of our broadly diversified portfolios of what 

we believe to be undervalued stocks. And, we don’t mind, from a contrarian perspective, that 

other folks are not overly optimistic about equities these days,… 



 

…with The Wall Street Journal reporting on Saturday that U.S. pension funds shifted $90 billion 

out of stocks during the first quarter of the year with $41 billion going into fixed income, per 

data from Bank of America. Given that the Barclays Global and U.S. Aggregate Bond indexes 

have YTD total returns of -2.19% and -1.71%, respectively, versus +19.96% for the S&P 500 

Equal Weight index, it would seem professional investors are about as successful at market 

timing as those on Main Street, though we respect that performance can change very quickly. 



 

***** 

Seemingly every five years or so, one of my favorite financial journalists, Jason Zweig, who 

writes “The Intelligent Investor” columns for the Wall Street Journal, tackles the issue of 

investing vs. speculating, with his opinion being that the latter is often associated with “reckless 

risk.” 

His latest missive was out this weekend, and since we publish The Prudent SPECULATOR 

newsletter, we figure that readers might have interest in our take on Investing vs. Speculating. 

Believe it or not, in response to a Jason Zweig column on the subject back in 

2016,…https://jasonzweig.com/lets-be-honest-are-you-an-investor-or-a-speculator/…your editor 

(and the late Al Frank) wrote the following,… 

The latest piece from one of my favorite journalists (Jason Zweig, who pens The Wall Street 

Journal’s Intelligent Investor column) discussed Investing versus Speculating, with the latter 

again somehow viewed negatively. Now, to be fair to Mr. Zweig, the father of value investing 

Ben Graham wrote in The Intelligent Investor: “An investment operation is one which, upon 

https://jasonzweig.com/lets-be-honest-are-you-an-investor-or-a-speculator/


thorough analysis, promises safety of principal and a satisfactory [or ‘adequate’] return. 

Operations not meeting these requirements are speculative.” 

The key phrase therein is “safety of principal” as no stock can make such a promise, while as we 

illustrated above, even one of the safest investments, U.S. Treasuries, has hardly delivered a 

“satisfactory” return of late. Given that the title of our nearly 40-year-old publication includes 

the world “speculator,” I thought that sharing Al Frank’s view on the subject would be valuable. 

In the Introduction to his book, Al Frank’s New Prudent Speculator, the Zen Master of Money 

wrote the following: 

Semantics is More than Just Wordplay 

Right off, let us agree to a stipulated definition that all so-called investing in common stocks is a 

form of speculation. I believe it is important at the outset, throughout pages of this book, and 

indeed in our everyday thinking about the stock market, to be aware and admit that when we 

trade stocks or buy them for their long-term potential, we are speculators. This is in keeping with 

classical definitions of that word and its cognates. 

Consider the following entries in the Random House College Dictionary (Revised Edition, 1980, 

page 1262): 

Speculate 1. To engage in thought or reflection; meditate. 2. To indulge in conjectural thought. 

3. To engage in any business transaction involving considerable risk for the chance of large 

gains. 

Speculation 1. The contemplation or consideration of some subject. 2. A single instance or 

process of consideration. 3. A conclusion or opinion reached by such contemplation. 4. 

Conjectural consideration of a matter; conjecture or surmise. 5. Engagement in business 

transactions involving considerable risk for the chance of large gains. 

Speculative 1. Pertaining to or of the nature of speculation, contemplation, conjecture, or 

abstract reasoning. . . . 4. Of the nature of or involving commercial or financial speculation. 

Speculator 1. A person who is engaged in commercial or financial speculation. 

I submit that when we trade stocks we undertake a “business transaction involving considerable 

risk for the chance of large gains.” Otherwise, we would put our money into Treasury bills. 

Furthermore, the whole process of systematic and prudent stock speculation involves thought, 

reflection, contemplation, conjecture, surmise, and abstract reasoning. Why then is the world 

“speculator” anathema to so many who find the work “investor” comfortable and satisfying? 

Because “invest” and “investment” carry connotations of gains and goods without great risks. 

Note how the same dictionary (page 702) defines these terms. 

Invest 1. To put (money) to use, by purchase or expenditure, in something offering profitable 

returns, esp. interest or income. 2. To spend. 3. To use, give, or devote (time, talent, etc.) as to 

achieve something 4. To furnish with power, authority , rank, etc. 



Investment 1. The investing of money or capital for profitable returns. 2. A particular instance 

or mode of investing money. 3. Money or capital invested. 4. A property or right in which a 

person invests. 5. A devoting, using, or giving of time, talent, emotional energy, etc., as to 

achieve something. 

Nowhere in any of the definitions of “invest” or “investment” do the words chance, risk, or 

large gains occur. Investing is defined as both good and safe because if offers “profitable 

returns”; it offers “to achieve something.” Perhaps we can trace the distrust of terms like 

“speculate” to their roots, which include to see (e.g. spectacles) and to look out (visually and 

mentally contemplating the distance and thereby the future)? Perception and conjecture are 

notoriously deceiving. The impression is reinforced when we consider the comfortable 

connotation and psychic association with clothes–vest or vestment–that is the root of the word 

“investment.” 

But there is no investment–let alone stock market transaction–that does not carry with it chance 

and risk, and few stocks are bought without the thought of gain–mostly “large gains.” Even 

allegedly safe “investments” carry several considerable risks. In early 1989 many “very safe” 

Triple A-rated bonds (e.g. RJR Nabisco) lost some 20 percent of their market price in a few days 

after the announcement of a proposed leveraged buyout. During 1994, 30-year U.S. Treasury 

bonds declined some 7.77 percent (including their initial high interest yields) in total return as 

their market values dropped when interest rates were pushed up by the Federal Reserve. 

We know that common stocks can vary in price several percent on any given day, and over the 

course of a year some will more than double in market price while others will lose a great 

portion or even all of their previous market price. We also know that real estate is not immune 

from serious depreciation and loss, due to overbuilding, changes in neighborhoods, or economic 

downturns. Between 1990 and 1994, much of southern California real estate declined 20 percent 

or more in market price. 

It irritates me so much to see advertising, couched in the most dignified words and euphemisms, 

encouraging “investing” in the most risky of financial instruments, such as commodities, limited 

partnerships, derivative or collectibles. After years of trying to get people to admit they were 

speculators, I have persuaded only a reluctant few and turned off many who did not want to think 

of themselves as speculators or what they did with stocks as speculating. Still, I will keep 

advocating this semantic honesty because it is so important to recognize that critical difference, 

which will help our outlook, thinking, and strategies. 

“A speculator is a man who observes the future and acts before it occurs,” according to Bernard 

Baruch. While I like the stature of Baruch and love this quote, I’m not sure how we can observe 

the future before it occurs. But I do think we can anticipate many probable events and speculate 

on their likelihood, based upon historical precedents and current conditions. 

***** 

Of course, we realize that we will not change the way nearly everybody views the word 

speculation, but we live in a world where sophisticated folks “invest” based on patterns on a 



chart or stock-price momentum. Not sure that is much different than following a Reddit forum 

and trying to predict where the herd will stampede to next…which more than a few 

“professionals” and their “data scientists” incorporate into their process. 

No matter how we choose to invest or the rationale behind our investments, none of us knows the 

future. We are all speculating that the asset will sooner or later provide a sufficient total return to 

justify our purchase! 

Of course, we think our speculation can be done prudently…by buying and patiently harvesting a 

broadly diversified portfolio of what we believe to be undervalued stocks, usually of the 

dividend-paying variety. After all, shareholders own some fraction of future cash flows, so we 

would like to pay as little as possible, whether those cash flows are in the form of dividends or 

reinvested earnings, and we offer 25 attractively priced names for current consideration. 

 

But we resist the temptation to denigrate (too much anyway!) those playing the cryptocurrency, 

meme-stock or non-fungible-token (NFT) game. After all, could we not use the same “Greater 

Fool” rationale to justify that this painting was worth $179 million when it sold at Christie’s in 

2015 to an obviously sophisticated collector, er investor, er speculator? Sorry Mr. Picasso! 



 

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

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

Shares of biotech concern Biogen (BIIB – $396.64) soared on the announcement that the Food 

and Drug Administration (FDA) had approved its drug, Aduhelm (aducanumab), for the 

treatment of Alzheimer’s disease. The decision is significant as Aduhelm is the first novel 

therapy approved for Alzheimer’s disease since 2003. The therapy was approved using the 

FDA’s Accelerated Approval pathway, which was isolated to the examination of the reduction in 

amyloid beta plaques, not including the examination of the drug’s effects on cognitive decline 

more specifically. As such, the FDA is requiring Biogen to conduct a post-approval clinical trial 

to verify the drug’s clinical benefit, while there has been plenty of controversy around the 

approval process. 

https://theprudentspeculator.com/dashboard/


In its press release the FDA commented, “FDA has determined that there is substantial evidence 

that Aduhelm reduces amyloid beta plaques in the brain and that the reduction in these plaques is 

reasonably likely to predict important benefits to patients…We are well-aware of the attention 

surrounding this approval. We understand that Aduhelm has garnered the attention of the press, 

the Alzheimer’s patient community, our elected officials, and other interested stakeholders. With 

a treatment for a serious, life-threatening disease in the balance, it makes sense that so many 

people were following the outcome of this review. Further, the data included in the applicant’s 

submission were highly complex and left residual uncertainties regarding clinical benefit. There 

has been considerable public debate on whether Aduhelm should be approved. As is often the 

case when it comes to interpreting scientific data, the expert community has offered differing 

perspectives.” 

Biogen CEO Michel Vounatsos commented on the approval, “When considering Aduhelm’s 

value proposition, it is important to note that this therapy was studied in early-stage patients. 

There are several aspects of treatment with Aduhelm that we believe will likely make it a 

treatment handled mainly by specialists in collaboration with primary care physicians. In 

determining the price, we engaged with stakeholders, including clinical experts, health 

economics, policymakers and payers on Aduhelm, and we remain true to Biogen’s pricing 

principles. With this consideration in mind, we have priced Aduhelm at WAC of approximately 

$56,000 per year for an average patient of 74-kilogram at the full maintenance dose. We expect 

the cost during the first year to be lower due to the dose titration resulting in an average 

[wholesale acquisition cost] of approximately $41,000 for an average patient. Importantly, we 

have committed to not increasing the price of Aduhelm for the next 4 years. One critical near-

term priority for the launch will be securing payer coverage. The vast majority of Alzheimer’s 

patients in the U.S. are 65 or older. And as a result, most of our patients are expected to be 

covered by Medicare, either through fee-for-service or Medicare Advantage. For Medicare fee-

for-service, coverage is automatically presumed with FDA approval. We expect most Medical 

Advantage plans to define their medical policies within the first several months after launch. 

Biogen is committed to an equitable launch with a goal of maximizing access for all patients 

with early-stage Alzheimer’s disease, including the underserved population which can be 

disproportionately impacted. We are pursuing value-based contracts with payers such as Cigna to 

help streamline patient access to treatment. We are working with providers groups such as CVS 

as well as the National Association of Free and Charitable Clinics, which have neighborhood 

level reach with the goal of engaging underserved people in their local communities to provide 

them with education about mild cognitive impairment and to enable access to cognitive 

screening. And we are working to finalize a multiyear agreement with the Veteran Health 

Administration in order to support access for veterans.” 

Not surprisingly, given the 38% rally last week and the question marks about the efficacy and 

cost of the drug, not to mention the fact that three FDA officials resigned last week over the 

decision to approve, we have had significant internal debate about continuing to hold our 

positions, most of which were relatively small percentage-wise, despite the share price spike. At 

the end of the day, we opted to trim a portion of our stake north of $422 on Thursday for client 

accounts where the position was in the 1.5% or greater range, but we chose to retain the balance 

of our holdings, including all of those in our newsletter portfolios, for an updated $468 Target 

Price 



Our warning last November that Biogen investors must be braced for volatility remains the same 

with many market-moving headlines still to come, but the Alzheimer’s opportunity is enormous, 

given the number of folks afflicted with the disease, the aging of the population and the 

desperation families have for any treatment that might bring some relief. Meanwhile, looming 

pressure from generics in the coming years, or sooner given the court victory last year for Mylan 

Inc. (now joined with Pfizer’s Upjohn) related to Biogen’s blockbuster Multiple Sclerosis drug 

Tecfidera, and potential competition from Novartis for its spinal muscular atrophy treatment 

Spinraza, raise the importance of the company’s neurological effort. 

 

We had viewed Biogen as a near-term earnings-challenged value-priced biotech with a solid 

pipeline of therapeutics and a potentially very lucrative Alzheimer’s lottery ticket. Now that the 

company is seemingly about to cash in that ticket, we would think investors will revalue the 

entire company higher, hence the big jump in our Target Price. But, we are mindful that the stock 

already endured an Alzheimer’s-related round trip not that long ago, so we will be keeping a 

watchful eye on our BIIB shares. 

Heavy equipment giant Caterpillar (CAT – $220.70) raised its quarterly dividend last week 

from $1.03 per share to $1.11 per share, which prompted a big selloff in the stock. Well, not 

really, as that news was positive, but CAT shares had a tough week as talks over the Biden 



Administration’s massive infrastructure overhaul bill ebbed and flowed, with little likelihood of 

a quick resolution. Of course, the setback was disappointing as President Biden headed abroad, 

presumably tabling the topic for the time being, but we think it’ll eventually find support in a 

meaningful form. While there’s plenty of political bickering over the what and the how, the 

general idea that the country’s infrastructure needs improvement is broadly supported. 

 

Construction machinery is probably what CAT is best known for, but the company also produces 

plenty of mining equipment and sells a full array of products abroad, lowering the U.S.-specific 

risk. We think the diversification is important to CAT’s resiliency and note that analysts expect 

earnings to grow from $6.56 in 2020 to nearly $14 in 2023. Although the valuation isn’t dirt-

cheap, and we captured some of our CAT winnings not too long ago, it’s not expensive either 

and the growth potential is substantial. The yield is now 2.0% and our Target Price for CAT now 

stands at $258. 

Next-day cargo specialist FedEx (FDX – $296.09) shares have been under some pressure of late, 

due in part to rival UPS offering cautious guidance on its domestic margins, suggesting that the 

U.S. number may be in the 10.5% to 12% range in 2023, versus analyst expectations of 13%. 

Interestingly, UPS indicated that earnings per share in 2023 might pencil out to $13 per share, 

better than the $12 or so that had been expected by Wall Street, but evidently so-called 



“whisper” estimates were even higher. Still, given that strong demand growth was forecast, we 

hardly see cause for concern for the package delivery business. 

 

Certainly, it is hard to complain about FedEx as the stock is still up 14% this year on top of a 

74% gain last year as the company continues to benefit from huge online shopping volumes and 

the return of business parcels. We think FDX shares continue to trade at a reasonable valuation 

and analysts expect EPS to grow above $22 for fiscal 2023, up from $9.50 in fiscal 2020 (and 

$15.52 in 2019). 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 is $359. 

Hard disk storage manufacturer Seagate Technology (STX – $96.77) boosted fiscal Q4 2021 

guidance last week, raising the revenue target from $2.85 billion to $2.95 billion and the adjusted 

EPS target from $1.60 to $1.85. The announcement was in advance of CFO Gianluca Romano’s 

comments at the Bank of America 2021 Global Technology Conference, where Mr. Romano said 

that the company’s expectations for strong cloud and enterprise demand was panning out, and 

STX is benefitting from the extra capacity that had been added over the last few years. 



Mr. Romano explained, “Because of this new demand, now we see a strong acceleration. We 

don’t know if this will last for a long time or not, but it’s important for us to be in a situation 

where we can use that capacity and much stronger than what we were expecting. We are now 

changing our CapEx plan; so we are still aligning our core business, mass capacity between 

supply and demand as we were thinking before. And if the cryptocurrency demands stay with us 

for long, growth is all upside, this is all an opportunity that, of course, we want to take benefit of 

in the next few quarters or longer if it will stay longer.” 

STX has benefitted from the growing interest in cryptocurrency, but we will still consider the 

exposure a bonus in our Target Price work, and we continue to like Seagate for its wide array of 

applications for hard disk and hybrid drives. Analysts expect STX to grow EPS from the $5 

range in 2020 to more than $7 by 2022, which results in a 2022 P/E under 18, while the company 

continues to generate free cash flow and buy back shares. We took some STX dollars off the 

table earlier this year for accounts with larger positions sizes and are still comfortable with our 

current full position sizes of STX in our broadly diversified portfolios. Our upgraded Target 

Price for STX is $109. 

Goodyear Tire and Rubber’s (GT – $18.75) purchase of Cooper Tire closed last Monday. 

Enthusiasm for the stock cooled a bit last week as shares sank more than 12% through Thursday 

before rebounding 3.8% on Friday, though we suspect some of the selling a result of former 

Cooper shareholders unwinding the .907 shares of GT they received as a condition of the deal. 

We remind that Goodyear paid cash for a bit more than 75% of the transaction (which it financed 

with debt) and used stock for the remainder. Management states that the combination is expected 

to be immediately accretive to earnings, although the two firm’s existing strategies, promotions, 

product launches and manufacturing footprints will remain mostly unchanged for the remainder 

of 2021. 

Goodyear CEO Richard J Kramer commented, “We are excited to officially bring Goodyear and 

Cooper together and unite our shared focus on customers, innovation and high-quality products 

and solutions. This combination strengthens Goodyear’s ability to serve more consumers 

globally and provides increased scale to support greater investments in new mobility and fleet 

solutions. The acquisition further strengthens Goodyear’s leading position in the US, while 

significantly growing its position in other North American markets.” 



 

The transaction strengthens GT’s balance sheet despite borrowing roughly $1.9 billion to 

complete the deal and the addition of Cooper’s mid-tier offering meshes well with the OEM and 

premium products from Goodyear. We are mindful that rising energy prices over the past eight 

months or so will likely increase input costs for both companies but ought to be mitigated 

somewhat by price increases implemented earlier this year. We continue to like the competitive 

dynamics offered by the combination as we have long-appreciated Cooper’s operating capability 

and conservative fiscal posture. Our Target Price for GT currently resides at $23. 
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