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Market Review 

Yet again, the equity markets provided a reminder that the secret to success in stocks is not to get 

scared out of them. After all, a week ago in this space, we were scratching our heads about the 

explanations being offered for the sizable selloff in stocks over the preceding five trading 

days,… 



 

…as the worries about higher inflation and Federal Reserve rate hikes that were cited did not 

exactly mesh with the post-FOMC-Meeting rally in Treasury bond prices and resulting drop in 

yields. 



 

Not surprisingly, some argued that since the supposed smart money is in the bond market, the 

rally in Treasury prices (and dip in yields from a high on FOMC Meeting Day of 1.59% to 

1.44% two days later) must have been signaling weaker economic growth ahead. However, rates 

reversed course last week, with the 10-Year yield ending at 1.52%,… 



 

…while equity prices enjoyed a terrific five days, with Value stocks leading the way,… 



 

…and the newspapers letting us know that the rally was due in large part to optimism, yes 

optimism, about the recovery in the global economy. 



 

That conclusion does not seem unreasonable, except that the latest projection from the Atlanta 

Fed for Q2 U.S. GDP growth declined somewhat last week,… 



 

…as housing numbers,… 



 

…and the consumer spending tally were somewhat disappointing. 



 

Of course, not all of the economic data were subpar,… 



 

…with very good June readings from IHS Markit on the health of the manufacturing and 

services sectors,… 



 

…while Federal Reserve Chair Jerome H. Powell was relatively upbeat last week in his 

testimony before the Select Subcommittee on the Coronavirus Crisis, U.S. House of 

Representatives, Washington, D.C.: 

Since we last met, the economy has shown sustained improvement. Widespread vaccinations 

have joined unprecedented monetary and fiscal policy actions in providing strong support to the 

recovery. Indicators of economic activity and employment have continued to strengthen, and real 

GDP this year appears to be on track to post its fastest rate of increase in decades. Much of this 

rapid growth reflects the continued bounce back in activity from depressed levels. The sectors 

most adversely affected by the pandemic remain weak, but have shown improvement. Household 

spending is rising at a rapid pace, boosted by the ongoing reopening of the economy, fiscal 

support, and accommodative financial conditions. The housing sector is strong, and business 

investment is increasing at a solid pace. In some industries, near-term supply constraints are 

restraining activity. 

To be sure, there will be plenty of drama ahead related to the Federal Reserve as it works to 

fulfill its goals of maximum employment,… 



 

… stable prices,… 



 

…and moderate long-term interest rates,… 



 

…so we expect plenty of equity market volatility,… 



 

… as changes in the current highly accommodative monetary policy stance are contemplated, 

even as a review of market history shows that the so-called Fed Taper Tantrum in 2013 and 

actual reduction of the Fed’s bond buying starting in 2014 coincided with a fantastic two-year 

stretch for stocks. 



 

Obviously, anything can happen in the near term and we respect that bi-partisan DC progress on 

massive infrastructure spending legislation contributed to the nice rebound last week, so 

headlines out of Washington, along with geopolitical events and COVID-19 developments will 

continue to influence equity prices. But, we remain of the belief that for those who share our 

long-term time horizon, stocks are very attractive, given the very favorable interest rate 

climate,… 



 

…and the likelihood for substantial corporate earnings growth this year and next. 



 

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 look at 9 of our companies that either had news out 

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

Also adding to the equity market cheer last week, another round of financial stress tests were 

completed on large U.S. banks. The stress tests began after the financial crisis of 2008-09. The 

tests gauge a bank’s ability to maintain strong capital levels and keep lending to businesses and 

households during a severe recession. The Fed released in its statement last week that in a worst-

case scenario, featuring a severe global recession in which the U.S. sees double-digit 

unemployment, the 23 large banks would collectively lose more than $470 billion, and their 

capital ratios would decline to 10.6%. However, this level is still more than double their 

minimum requirements. 

https://theprudentspeculator.com/dashboard/


The stress tests are normally run once a year, but because of the COVID-19 pandemic, the 

Federal Reserve added a second test, along with limiting dividend increases and temporarily 

halting share buybacks. With the positive outcome of the latest round of tests, the way seems to 

be paved for larger U.S. banks to be able to boost payouts to investors starting next month. We 

are expecting to see a wave of releases, beginning anytime, with the announcement of upcoming 

dividend hikes and increased share repurchase programs. 

Federal Reserve Vice Chairman Randal Quarles commented “Over the past year, the Federal 

Reserve has run three stress tests with several different hypothetical recessions, and all have 

confirmed that the banking system is strongly positioned to support the ongoing recovery.” 

We think the upcoming announcements are a positive for our financial holdings, and with 

interest rates likely to move higher over the next few years, the likes of JPMorgan Chase (JPM 

– $154.05), Citigroup (C – $71.55), Goldman Sachs (GS – $368.77) and Morgan Stanley (MS 

– $88.40) are even more attractive. Target Prices are as follows: JPM – $176; C – $102; GS – 

$399 & MS – $97. 

Nutrien Ltd (NTR – $61.07) saw its share price rise by more than 5% last week after the crop 

input and services concern raised its first-half of 2021 guidance. The company said that the 

increase comes on the heals of strength in the global fertilizer markets and overall strong 

operational results for the firm. 

First-half 2021 adjusted EPS is now expected to be $2.30 to $2.50, up significantly from the 

previous guidance of $2.00 to $2.20 (first quarter adjusted net earnings per share was $0.29). 

Management said it would provide full-year guidance during its upcoming Q2 earnings call, 

currently scheduled for August 10. Also, the company said that in response to continued 

tightening in global potash market conditions, NTR is planning to produce a further half a 

million tons of potash, which is in addition to the half a million tons increase announced on June 

7. The majority of the increased production is expected to occur in the fourth quarter, with some 

of these additional tons expected to be sold in early 2022. 

NTR CEO Mayo Schmidt stated, “The quality and breadth of our integrated network combined 

with unparalleled expertise in potash mining and an exceptional transportation and logistics 

system helps ensure our customers have the crop inputs they need to feed a growing world and 

drives tremendous shareholder value. With continued strength in global agriculture and crop 

input markets, we are raising guidance and expanding our potash production by a total of one 

million tonnes to ensure farmers get the potash they need.” 

We continue to like that Nutrien has a strong balance sheet and attractive dividend (3.0% current 

yield). The company also has scale offered by a large retail presence with over 2,000 locations in 

seven countries, diversification across the three major crop nutrients and a strategy of selling 

directly to farmers. We remain constructive on the long-term global agriculture story and we 

think NTR is a beneficiary. We have adjusted our Target Price upward to $75. 

Shares of Biogen (BIIB – $347.93) gave back a chunk of recent gains last week, in large part on 

news that competitor Eli Lilly had received breakthrough therapy designation from the FDA for 



its Alzheimer’s disease therapy called donanemab. The designation offers the same fast-track 

consideration for approval that Biogen’s Aduhelm treatment received earlier this month, which 

allows the FDA to conditionally approve drugs without proof of a clinical benefit so long as they 

reach predetermined surrogate endpoints. Of course, much objection has been made public by 

FDA Advisory panelists (with several resignations) in recent weeks about the precedence these 

decisions set for future drugs in the space, even as the Lilly drug has yet to receive approval, and 

Biogen’s Aduhelm is subject to post-approval clinical trial to verify the drug’s clinical benefit. 

Competition for Aduhelm looms as the FDA’s recent actions seemingly open the floodgates for 

all comers with a possible Alzheimer’s therapy. However, we note that Lilly’s donanemab 

currently has safety data on less than 500 subjects versus a panel of 3,000 subjects for Aduhelm, 

although studies continue. Pricing dynamics, willingness for physicians to prescribe and 

insurer’s (including Medicare) willingness to cover these drugs all factor into significant internal 

debate about our Biogen holdings. We continue to warn that Biogen investors must be braced for 

volatility as the situation continues to evolve, although our exposure to the stock generally 

remains relatively small. 

Nevertheless, 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. On the other hand, 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. Our Target Price for BIIB now stands at $457. 

Formerly known as Total, the French integrated energy giant changed its name and ticker symbol 

at the end of May to TotalEnergies (TTE – $47.59) to more fully encompass its transition 

toward renewable energy solutions. CEO Patrick Pouyanné declared, “Energy is life. We all need 

it and it’s a source of progress. So today, to contribute to the sustainable development of the 

planet facing the climate challenge, we are moving forward, together, towards new energies. 

Energy is reinventing itself, and this energy journey is ours. Our ambition is to be a world-class 

player in the energy transition. That is why Total is transforming and becoming TotalEnergies.” 

TTE has made meaningful strides of late to incorporate renewable energies in its business mix 

and anticipates these sources will allow it to reach net-zero emissions by 2050. While the 

company’s core fossil fuel business is still competitive with lower production costs than many 

large peers, we appreciate the investments it has made towards solar and wind, as well as battery 

storage. Recently, agreements have been entered to develop an 800-megawatt (MW) solar plant 

in Al Kharsaah, Qatar, designed to meet around 10% of that country’s electricity peak demand. 

The company has also launched the largest battery storage project in France, with an overall 

capacity of 61 megawatt-hours to be rolled out in two phases. Shares are up over 60% in terms of 

price since the release of the vaccine news in November 2020, but still offer a solid value at 10.6 

times fiscal 2021 EPS estimates. The dividend is also attractive, boasting a net yield of 5.6%. 

Our Target Price now stands at $77 and we think that TTE will continue to generate plenty of 

cash flow from its legacy businesses to fuel its ongoing foray into renewables. 



German industrial conglomerate Siemens AG (SIEGY – $81.86) had its Capital Markets Day on 

June 24, where the company boosted its profit target and announced a sizable stock buyback. 

CEO Roland Busch opened the day of presentations by stating, “I’ve been with the company for 

almost 30 years and the last 10 years on the Managing Board. During that time, I’ve experienced 

many market shifts from different perspectives while working for different Siemens businesses 

with different countries. But nothing compares with the speed and scale of transformation that 

we are seeing in our markets right now.” 

“[The transition is of] pivotal importance for Siemens and why Siemens is uniquely positioned to 

accelerate high-value growth. Because we are a focused technology company addressing highly 

attractive growth markets with our global footprint. Because we can empower our customers to 

master their digital transformation and sustainability challenges with our technologies. Because 

we can combine the real and the digital worlds like no other company can. Because we are 

pursuing a clear focus on profit, cash, value creation, stringent capital allocation and execution. 

And finally, because we have the right strategy, the right team at the right time,” Dr. Busch 

continued. 

Dr. Busch highlighted the company’s digital transformation and smart infrastructure project 

involvement, as well as SIEGY’s involvement with BioNTech to ramp the COVID-19 vaccine 

production and longstanding partnerships with the U.S. and China in their efforts to be carbon-

neutral by 2060 (and reaching peak emissions by 2030). Siemens is targeting 4% to 5% growth 

rates for “addressable markets” in the Smart Infrastructure, Digital Industries, Mobility and 

Siemens Healthineers businesses. Siemens also has a hand in the 5G communications network 

build-out and electric vehicles (with Mercedes Benz). 

Siemens continues to generate substantial free cash flow and is “striving for a progressive 

dividend” policy going forward. Over the past five years, SIEGY has returned 21 billion euros to 

shareholders via share buybacks and dividends, and has completed 2.4 billion euros of 3.0 billion 

euros in the current share buyback authorization. The company will complete the current 

buyback program in fiscal 2021 and added a new 3.0 billion euros to the program for 2022 to 

2026. Siemens expects earnings growth in the high single-digits for fiscal 2021 with revenue 

growth between 5% and 7%. Analysts project earnings per share will grow from $2.81 in fiscal 

2020 to more than $5.15 by fiscal 2023, which pencils out to a 2023 P/E ratio of 16. Siemens has 

had some special distributions lately that have inflated the dividend yield, but we expect the 

ongoing net yield to be around 2%. We believe the global pandemic recovery will result in some 

near-term choppiness that’s worth enduring, while we like SIEGY’s global footprint and long 

backlog. Our Target Price for SIEGY has been boosted to $100. 

Shares of FedEx (FDX – $291.95) slipped 4% (though they have gained 13% this year) after the 

company reported a fiscal Q4 2021 that topped analyst estimates by a smidge. The shipper 

earned $5.01 per share (vs. $5.00 est.) and had revenue of $22.57 billion (vs. $21.49 billion). The 

company also offered fiscal 2022 guidance, which underwhelmed due to management comments 

on cost increases. FDX expects EPS for 2022 between $20.50 and $21.50 and capital 

expenditures around $7.2 billion, compared with $5.9 billion for 2021. 



CEO Fred Smith said, “The strategies we’ve executed over the last several years were carefully 

developed and have been executed at a high level with great success overall. As we’ve 

mentioned previously, the pandemic simply brought many of the market trends, which informed 

our strategies forward. Brie will be more specific about these trends in a moment. As reported, 

FedEx revenues for FY ’21 were $84 billion, and we project FY ’22 revenues over $90 billion. 

We believe FedEx margins will continue to improve this fiscal year. However, as Raj will cover 

momentarily, the labor market in the U.S. over the last several months has been quite 

challenging, adversely affecting hiring and leading to significant reengineering of parts of our 

networks to deal with the lack of these resources. And while the situation has begun to abate, 

delivering a successful peak season when we anticipate significant year-over-year volume 

increases will require additional flexibility and creativity on the part of our management, staff 

and frontline team members while maintaining our safety above all culture. To handle future 

ground volumes, we are significantly increasing capacity to deliver both great service and 

improved financial results. This summer, we are intently focused on improving network and 

delivery operations prior to the volume surge in the fall. There’s great focus on revenue quality 

at FedEx. However, our focus solely on yields does not give a complete picture of our profit 

upside.” 

COO Raj Subramaniam added, “In fiscal 2022, we’ll continue to deliver on our strategy on e-

commerce, operational excellence and digital innovation as we execute on the following key 

initiatives. First, we expect to substantially increase capacity for this peak by investing in FedEx 

Ground’s infrastructure with the addition of 16 new automated facilities and the implementation 

of nearly 100 expansion projects at existing operations and key technological enhancements. 

Second, we will complete the air network integration in early calendar year 2022, which will 

bring the physical TNT network integration to a close and provides the inflection point for long-

term profit improvement in Europe. Next, we are exercising existing options to purchase 20 

additional 767Fs, 10 for delivery in fiscal year ’24 and 10 for delivery in fiscal year ’24 and 10 

for delivery in fiscal year ’25 as we continue to modernize our fleet and improve service to our 

customers. And we finally continue to identify areas to adapt, collaborate and utilize different 

elements of our global network to increase efficiency and reduce cost to serve.” 

CFO Mike Lenz said, “We are adding shareholder value by driving profitable revenue growth, 

expanding margins, generating strong free cash flow, focusing capital spending into the greatest 

areas of return, strengthening our balance sheet and improving cash return to shareholders. Based 

on record fourth quarter results we just covered and the future strategies we have in place, I can 

say with confidence that we fully expect FedEx to continue delivering sustainable and superior 

financial returns in the future.” 

The FDX benefit from the online spending boom has been dampened in part by the tight labor 

market, which has impacted FedEx’s ability to achieve service commitments and handle 

packages. Looking ahead, management expects labor costs to rise as the company funds 

incentive compensation programs to attract and retain talent. FDX also expects to open 16 new 

automated facilities next fiscal year and implement more than 100 expansion projects. The 

FedEx fleet will grow by 20 Boeing 767-300F’s and the physical integration of the TNT network 

in Europe is finally expected to conclude in the next twelve months. We think FDX shares 

remain inexpensive. With nearly $21 of earnings expected in fiscal 2022 and $25 in 2024, the 



forward P/E ratios are 14x and 12x, respectively, while the quarterly dividend was just hiked to 

$0.75 per share. 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 has been hiked to $371. 
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