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Market Review 

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

Prudent Speculator, we bought 553 shares of Hewlett Packard Enterprise (HPE – $14.58) at 

$14.4558 for Buckingham Portfolio on Wednesday, July 7. 

We also added the following to our hypothetical portfolios that day: 

Millennium Portfolio 

61 Pfizer (PFE – $39.61) at $39.22 per share 

46 Timken (TKR – $80.33) at $77.95 per share 

PruFolio 

239 Pinnacle West Capital (PNW – $83.65) at $83.53 per share 

***** 

Equities last week offered another reminder of the folly of trying to explain short-term market 

gyrations. For example, Friday’s edition of The New York Times told us that the S&P 500 slid as 

much as 1.6% on Thursday due to “fears of instability” and “anxiety over the bumpy economic 

recovery.” The Times quoted one market expert who asserted, “There’s growing concern on how 

robust the economic recovery will be. The virus spread in other countries is starting to suggest 

we won’t have a strong second half of the year.” 

Certainly, that was not an unreasonable take, given that COVID-19 headlines included rising 

Delta-variant cases, Pfizer stating that a booster will be needed for its vaccine and the upcoming 

Tokyo Olympics banning spectators. Also, the latest numbers earlier in the week on the health of 

the critical services sector came in well below expectations,… 



 

…but the headlines had to be rewritten in Saturday’s papers as it was a terrific ending to what 

had been shaping up as a miserable week for equities, with Friday’s big turnaround in Treasury 

yields,… 



 

…propelling stocks, especially those of the Value variety, sharply higher, perhaps due to the 

consideration that the labor situation has been improving,… 



 

…and the outlook for Q2 U.S. GDP growth ticked up a tenth of a point over the last seven 

days,… 



 

…while Q2 earnings reporting season, with its expectations of very favorable comparisons, 

begins this week. 



 

Alas, all The New York Times could come up with was, “Today was just let’s take a breath on all 

this position changing,” to justify the rally on Friday in a story titled, “New Highs in a Third 

Week of Gains!” Amazing how the narrative can change so quickly, though to be fair, it was still 

a red four trading days for Value and the average stock as Growth led the way for the Holiday-

shortened week. 



 

Of course, there was no “position changing” on our end as we continue to believe that time in the 

market trumps market timing,… 



 

…while we respect that volatility is part of the game in pursuit of handsome long-term returns in 

equities. 



 

And we think that the decline in interest rates in the last few weeks only adds to the appeal from 

an income perspective of equities in general,… 



 

…and, in particular, our broadly diversified portfolios of what we believe to be undervalued 

stocks, often of dividend payers,… 



 

…as dividend payouts have risen over time. 



 

This is especially true with so much money around the world seemingly satisfied with negative 

yields on government debt,… 



 

…or parked in money-market funds,… 



 

…where a 0.03% annualized yield today on one of the biggest of those funds would allow cash 

to double in 2,311 years! 



 

No doubt, stocks will remain volatile in the near term, but the contrarian in us likes that many 

investors are not overly enthused about their prospects going forward despite all-time highs on 

the S&P 500,… 



 

…with more folks seemingly pessimistic than optimistic, per one real-time sentiment gauge. 



 

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 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. 

Shares of the major railroads dropped on Thursday after the Biden administration was reported to 

push ahead on its review of industry consolidation and anti-competitive pricing in several 

industries. An expected Executive Order might include a sweeping review of rail and maritime 

transportation industry practices, including recent consolidations and pricing changes. The Order 

might also make it more difficult for the pending Kansas City Southern – Canadian Pacific 

merger to be completed. 

There is concern that additional regulatory scrutiny may impact the ability of railroads to do 

business in the future, as they own large stretches of track and may act as monopolies in some 

https://theprudentspeculator.com/dashboard/


areas where they own all of the track. According to Bloomberg, “The executive order will 

encourage the Surface Transportation Board to take up a longstanding proposed rule on so-called 

reciprocal or competitive switching, the practice whereby shippers served by a single railroad 

can request bids from a nearby competing railroad if service is available. The competitor railroad 

would pay access fees to the monopoly railroad, but could win the shipper’s business by offering 

a lower price.” 

Railroads, including Norfolk Southern (NSC – $263.64), which we hold in our newsletter 

portfolios and for clients, dropped on the news, although NSC and its peers regained a good 

chunk of the drop on Friday. While pricing is always a major driver of profits for NSC, we 

expect that any rule changes, should they materialize, would do little to derail our affection for 

the company. Analysts expect NSC’s earnings per share to grow above $14 by 2023, which is a 

big leg up from the $9.25 earned in 2020 and $10.25 earned in the pre-pandemic environment of 

2019. Our Target Price for NSC now stands at $305. 

The controversial saga continues to unfold for Biogen (BIIB – $358.16) as the Food and Drug 

Administration announced on Thursday restricted usage of the recently approved Alzheimer’s 

Disease therapy Aduhelm (aducanumab) to those with mild cognitive impairment and mild 

dementia. As this is still a huge market, shares of the biotech giant rallied that day in an 

otherwise ugly trading session for stocks in general. 

Those gains were reversed, however, on Friday after FDA Commissioner Dr. Janet Woodcock 

asked the Office of the Inspector General to investigate interactions between the U.S. agency and 

Biogen representatives prior to the drug’s approval on June 7. 

No doubt, there is plenty of drama left in the story, and though we respect that the price tag for 

Aduhelm may need to come down from the current list price of $56,000 as plenty of questions 

remain about the drug’s perceived benefit, there is likely to be a significant revenue stream even 

at a meaningful discount. Of course, we remain cautious about the potential for competition in 

the space as the FDA’s decision to observe trial results against a surrogate endpoint has 

seemingly opened the flood gates for all-comers with a possible Alzheimer’s therapy. Taking all 

into account, including the patent loss for Tecfidera and looming threats to BIIB’s generics 

business, we think we are reasonable with our current Target Price of $454. 

Volkswagen AG (VWAGY – $33.40) offered preliminary results for the first half of 2021, 

which sent shares rebounding more than 6% in Friday’s trading session. Despite the ongoing 

shortage of semiconductors, the automaker expects operating profit around 11 billion euros 

($13.06 billion) and automotive net cash flow around 10 billion euros ($11.88 billion). The 

company, which reports its official financial figures on July 29, also extended CEO Herbert 

Deiss’ contract through October 2025. The news was upbeat in an otherwise challenging week 

that saw the automaker and BMW slapped with an 875 million euro fine for emissions cheating, 

split 57% for VW and 43% for BMW. 

Volkwagen also said it would give up control of Bugatti, the French hypercar maker, as it seeks 

to update its image. Bugatti will be taken over by Rimac, a Croatian carmaker known for electric 

hypercars, in a joint-venture with Porsche. Financial terms were not disclosed, but we don’t think 



that Bugatti, even with its multi-million-dollar hypercars, was a big moneymaker for VW. 

Although shares have slumped since we first recommended them a couple of months ago, we 

continue to like VW’s electric car future, bankrolled in large part by enormous profits at Porsche. 

With investors clamoring for often profitless stocks in the EV space, we continue to have a 

preference for value-priced Volkswagen. Our Target Price for VWAGY is $56. 

Shares of Greenbrier Companies (GBX – $43.27) popped over 8% on Friday as the company 

reported that it earned $0.69 in fiscal Q3 that ended in May. The results were better than analysts 

expected, although the $450 million of sales was nearly 17% below the Q3 figure a year ago, 

even as railcar deliveries were close to 50% higher than Q2 of this year. Greenbrier continues to 

prioritize liquidity and expense control even as it expands its production capacity to a normal 

level, and the company now maintains a cash balance $628 million and has $221 million of 

available borrowing capacity. The firm also extended the maturity of its convertible bond issue 

and financed its new leasing venture with a $300 million non-recourse loan facility, which it 

used in part to acquire $129 million worth of assets in the quarter. The backlog sits at 24,800 

units valued at $2.6 billion, roughly in line with Q2. The Q3 print was the first quarter in the 

black since fiscal Q4 in the prior year and management expects to build on the current 

momentum into the next few quarters. 

CEO Bill Furman commented, “The recovery in our markets, we forecast for the second half of 

this calendar year, is now well underway. Greenbrier followed a disciplined strategy throughout 

the pandemic, and as a result, the company is in a very strong position…Our actions were 

purposeful and particularly regarding employee safety and those issues related to our cost base 

and manufacturing capacity. Greenbrier has a flexible business plan and a flexible manufacturing 

strategy. Along with scalable manufacturing, these are central to Greenbrier’s response not only 

in the V-shaped downturn but in the improving market outlook and the upturn and strong 

economic recovery. This phase of our strategy is equally important. It presents novel challenges 

in operational risk as we add a large number of new production lines, many involving product 

changeovers, manufacturing line additions and new designs.” 

Mr. Furman elaborated, “We don’t expect a lot of moderation economically driven in demand. I 

know there is concern out there and a lot of talk about this. I think it’s overblown. The amount of 

spending and the stimulus that we’ve had in this economy plus the V-shaped recovery is going to 

bring a lot of momentum by itself. I think if we were to assess this, we’d look more at the effects 

of that demand on the supply chain and inflation.” 

Shares have rallied almost 19% year-to-date, although they are still some 6% below where we 

trimmed our positions in February. We continue to think consolidating acquisitions in North 

America and expansion abroad have both strengthened the company’s competitive position and 

added beneficial diversification, while we appreciate that production volumes ought to improve 

as we move through 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 potential to significantly benefit as the economy hits its stride. Shares offer a dividend yield 

2.5%, while $100 million remains authorized under the repurchase plan. Our Target Price has 

been boosted to $55. 
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