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Market Review 

A little housekeeping prior to this week’s missive. As indicated on our August 5 Sales Alert, we 

sold 45 and 19 shares of Albemarle (ALB – $235.22) respectively held in in TPS Portfolio and 

Buckingham Portfolio at $221.30 on August 9. We will also use that price to close out 13 of the 

ALB shares held in our hypothetical portfolio, Millennium Portfolio. 

Note, too, that we are holding the balance of our stake in the lithium and other specialty 

chemicals maker for an upwardly revised $250 Target Price. 

***** 

While our attention is always centered on the long-term prospects of our broadly diversified 

portfolios of what we believe to be undervalued stocks, the market action in the latest trading 

week was surprisingly pleasant. We say this because the kind of Value stocks that we have long 

championed outperformed Growth by a sizable margin, with the Russell 3000 Value index 

beating its Growth counterpart by a 102 basis points (1.06% vs. 0.04%) and the S&P Pure 

Value/Growth indexes seeing an even wider return dispersion (2.02% to -0.31%). 

To be sure, it should not be a surprise to see Value topping Growth, as such has been the case by 

a wide margin over the long term,… 



 

…while Value still is as attractive today on a relative basis as it was in March 2000, right before 

the bursting of the Tech Bubble ushered in a superb run for inexpensive stocks,… 



 

…but recent correlations that favored Growth when the yield on the 10-Year Treasury dropped 

and Value when it rose might have argued for an inverted outcome last week or at least a closer 

returns race, given that the yield on the benchmark government bond began trading at 1.30% and 

ended at 1.28%. 



 

We also note that news from the coronavirus front did not get better last week,… 



 

…while there was a sharp drop (the worst reading since December 2011) in consumer sentiment 

that called into question the strength of the economic rebound,… 



 

…even as the latest snapshot of data on the jobs picture was trending in the right direction,… 



 

…and the most recent estimate from the Atlanta Fed for Q3 U.S. GDP growth was still very 

robust. 



 

Of course, the other big economic data point out last week was the latest read on inflation, 

though we always like to point out that the historical evidence shows that equities have done well 

whether consumer prices are rising or falling. And, Value has been an even better place to be in 

periods of high inflation,… 



 

…such as where we stand today, with the headline consumer price index year-over-year increase 

of 5.4%. The figure was in line with expectations, though the change in the monthly core rate, 

which excludes volatile food and energy, rose 0.3%, below expectations of a 0.4% gain. 



 

Obviously, inflation is an important consideration in the Federal Reserve’s approach to monetary 

policy, and both Atlanta Federal Reserve Bank President Raphael Bostic and Richmond Fed 

President Tom Barkin suggested last week that a tapering of the ongoing bond-buying program 

could be in order very soon. We would lose little sleep over such an event, though we concede 

that market volatility would likely pick up,… 



 

…especially as Value stocks historically have performed well when interest rates have been 

rising (and when they have been falling). 



 

That does not mean that we expect a huge increase in rates…and we continue to think that the 

interest rate climate will remain extraordinarily supportive of equities,… 



 

…while we like that terrific Q2 report cards from Corporate America have been leading to 

increases in the earnings yield for the S&P 500, despite the index closing Friday at a record 

high,… 



 

…with excellent growth prospects going forward. 



 

Certainly, geopolitical developments remain a wildcard, with the fallout from the lightning quick 

collapse of the Afghanistan government to the Taliban adding to the uncertainty in the Middle 

East. So, we continue to be braced for downside volatility, and we note that the equity futures 

were pointing south Sunday evening, but we like that sentiment on Main Street (a contrarian 

gauge) continues to be less Bullish than usual,… 



 

…with Fear, and not Greed, the current emotion on a real-time metric,… 



 

…as evidenced by dollars again flowing out of U.S. equity mutual and exchange traded funds 

and into the perceived safety of fixed income. 



 

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 announced 

quarterly earnings last week or that had sufficient news out to warrant a review of their 

respective Target Prices. 

Entertainment powerhouse Walt Disney Co. (DIS – $181.08) earned $0.80 per share in Q3, 

versus the analyst consensus estimate of $0.55. Revenue came in at $17.02 billion, versus the 

$16.80 billion estimate. The overall Disney streaming subscriber count (Disney+, ESPN+ and 

Hulu) was 174 million. Disney+ leads the group with 116 million subscribers, a figure 

management expects to grow as the media company regularly launches new content on the 

platform. Domestic advertising revenue grew on a year-over-year basis for cable and 

broadcasting thanks to the return of live sports and a resurgence in marketing budgets. And, with 

the theme parks operating again, the Parks, Experiences and Products segment saw a massive 

https://theprudentspeculator.com/dashboard/


year-over-year revenue ($4.3 billion vs. $1.1 billion) and operating income ($356 million vs. a 

$1.9 billion loss) improvement for the period. 

CEO Bob Chapek commented, “As has been the case for Disney’s nearly 100-year history, it all 

begins with great storytelling, which is the foundation of our special connection to audiences and 

guests, and our foremost priority will continue to be to tell the world’s most original and 

enduring stories brought to life by the world’s most talented creators. As home to some of the 

most beloved franchises, we will maximize the synergy of our unique ecosystem to further 

deepen consumers’ connection to our characters and stories, and we will use the power of our 

far-reaching platforms and emerging technologies to better anticipate what our consumers want 

and deliver them a more seamless and more personalized entertainment experience.” 

Mr. Chapek continued, “We have a robust and growing portfolio of DTC (direct-to-consumer) 

services powered by the world’s best storytellers and greatest brands and franchises. And a parks 

business, which extend those stories and creates a place where magic comes to life in a more 

guest-friendly way than ever.” 

CFO Christine McCarthy offered an update on the company’s dividend status, “Longer term, we 

do anticipate that both dividends and share repurchases will remain a part of our capital 

allocation strategy. However, for the time being, we don’t anticipate declaring a dividend or 

repurchasing shares until we return to a more normalized operating environment and our 

leverage is back to levels more consistent with a single A credit rating.” 

We think Disney is faring quite well, all things considered, and we appreciate the company 

remaining cautious on the resumption of dividend payments and buybacks. Of course, we love a 

good yield, but the company needs to retain some operating cash in case the pandemic situation 

worsens again. At present, we do not expect lockdowns like last year, but we do expect 

continued challenges with infection rates, particularly in locales that have low vaccination rates. 

Government officials have the final call, but Disney’s corporate policy is that all non-union and 

salary employees are required to provide proof of vaccination to work, which we think will help 

keep the parks open and, as Mr. Chapek pointed out, otherwise mitigate the impact of the 

pandemic. Disney’s parks are a cash machine and we were excited to see the company’s Magic 

Key annual pass program is not cost prohibitive (we agree, it’s far from inexpensive, but we 

feared that the price could have been much higher to keep it elite). Analysts expect DIS earnings 

per share this year to come in around the $2.50 level, but think that number will swell near $5 in 

2022 and above $6 in 2023. Of course, that makes DIS look very expensive in the near term, and 

less expensive over the long term. We continue to like management’s choices to leverage 

Disney’s deep content portfolio, while we think that rest of the business lines are poised for a 

great rebound as the pandemic recedes. Our Target Price for DIS has been increased to $213. 

Shares of Air Products and Chemicals (APD – $279.74) dipped some 4% last week as the 

industrial gas concern reported that it earned $2.31 in fiscal Q3, a hair below the $2.35 expected 

by analysts. Sales grew 26% year-over-year on 25% growth in the Americas segment and 45% 

growth in EMEA, although the firm’s net margin shrank 220 basis points in the quarter. 

Management expects EPS of $2.44 to $2.54 in fiscal Q4 (11% to 16% above that posted in fiscal 

Q4 2020) and full-year fiscal 2021 EPS between $8.95 to $9.05 (up approximately 8% over prior 



year adjusted EPS). Air Products continues to lean into hydrogen as an alternative fuel source, 

inking a partnership with Baker Hughes for innovation of gas production and an informal 

agreement with powertrain producer Cummins (CMI – $237.72) to accelerate the integration of 

hydrogen fuel cell vehicles. 

Commenting on the results, APD CEO Seifi Ghasemi said, “The stability of our business and the 

dedication of our people have been on full display, as we continue to deliver strong financial 

results despite the challenges of the pandemic. Our sales, adjusted EBITDA and adjusted EPS 

grew double digits this quarter versus prior-year quarter, and our price and volume continue to be 

strong. We continue to build on what we do best, driving the energy transition by developing, 

owning and operating world-scale, sustainability-driven projects and forming strategic 

partnerships that enhance our leadership positions.” 

We like that industrial gases are indispensable, yet they account for a small fraction of overall 

costs for those who use them, so customers are often willing to pay up and enter long-term 

contracts to ensure they have what they need in a timely fashion. After acquiring Shell and GE’s 

gasification businesses, APD is now the global leader in this segment, setting it up for material 

opportunity in China and India as those economies continue to industrialize and expand. We are 

also constructive on the company’s efforts in on-site investments with its customers, as they 

often provide more stable cash flows. And we are intrigued by the potential for more widespread 

use of alternative fuels, such as renewable diesel, which requires much more hydrogen to 

produce than petroleum-derived diesel. High-quality APD sports a 2.1% dividend yield and 

excellent long-term growth potential. Our Target Price for APD now resides at $343. 

After posting really strong fiscal Q3 results that included a better-than-expected top- and bottom-

line, shares of Tyson Foods (TSN – $81.91) ended the week up more than 15%. The recently 

ended three-month period for the protein producer saw revenue come in at $12.48 billion, versus 

the consensus analyst estimate of $11.49 billion, while adjusted EPS of $2.70 blew away the 

average forecast of $1.63 by more than 65%. Sales were 14.6% higher than the comparable 

period in 2019. Stronger revenue was primarily driven by price, with the average wholesale 

prices for beef, pork, and chicken during the quarter 35%, 51% and 11% higher than the three-

year respective averages, according to the U.S. Department of Agriculture. 



 

A combination of events in Tyson’s beef segment (36% of fiscal 2020 sales) drove materially 

higher profit margins than anyone expected. An ongoing drought in the Western U.S. caused 

numerous cattle ranchers to liquidate herds prior to expectations, providing excess supply that 

gave TSN some price relief despite materially higher prices for processed cuts of beef. As a 

result, Tyson reported 22.6% beef segment operating margins, well above the 6% to 7% that 

most investors have come to expect in a “normal” environment. On a consolidated basis, Tyson’s 

operating margins expanded 320 basis points to 10.8%, as higher sales leveraged fixed operating 

costs. Additionally, TSN announced that it ended the quarter with net debt/adjusted EBITDA at 

just 1.7 times, down from 2.7 times in the year-ago period. At the end of June, Tyson had $3.4 

billion in liquidity and received an additional $1.2 billion cash in July for the sale of its pet treats 

business 

Tyson CEO Dean Banks commented, “We delivered a strong performance in a strong protein 

market. With trusted brands that met strong consumer demand, we have delivered 12 consecutive 

quarters of share gains in core business lines at retail. Our foodservice volume improved as the 

restaurant industry began to reopen and recover. Our beef business increased production to meet 

strong U.S. and international demand for higher-quality products. And we continued to build 

financial strength, reducing our debt and investing in future growth by laying out plans to expand 

our business, both to address capacity constraints and meet growing demand.” 



While there will continue to be operational headwinds, we believe Tyson should benefit from 

positive global trade developments and choppy but persistent global reopening of restaurants. 

The near term is murky, especially with higher-than-normal input costs and numerous economies 

at various stages of emergence from pandemic lockdowns. Still, we like the potential across its 

product lines, including prepared foods and plant-based offerings. Also, we can’t ignore the 

likelihood of long-term increasing protein consumption around the globe, especially in emerging 

economies as citizens see quality-of-life improvements. Tyson trades with a reasonable forward 

P/E ratio of less than 13 and a yield of 2.2%. Our Target Price for TSN has been hiked to $104. 

Micron Technology (MU – $70.92) initiated a dividend on August 2, a major step for the 

memory maker that was founded in Boise, ID in 1978. The $0.10 quarterly dividend, though far 

from the most generous of our holdings, is a sign of stability and part of the company’s longer-

term capital planning. In the press release, CEO Sanjay Mehrotra said, “Micron’s remarkable 

transformation over the last several years has put the company in an outstanding position, with 

technology leadership, a robust product portfolio, enhanced profitability, and a strong, 

investment grade balance sheet. This transformation creates the opportunity today to enhance the 

value of our capital returns program. Initiating a common stock dividend reflects our confidence 

in Micron’s future and our commitment to creating compelling value for shareholders.” The 

dividend will be paid in addition to the company’s share repurchase program, which has bought 

back 90 million shares for $4 billion since it was first announced in May 2018. 

Alas, Micron shares skidded last week, tumbling more than 13%, due in large part to analyst 

concerns about the near term. This, even as at a virtual Keybanc conference on August 10, CFO 

David Zinsner said, “We see very positive trends both for DRAM and NAND. We also talked in 

June that we thought pricing would be up in both DRAM and NAND for the fourth fiscal 

quarter. So those are obviously positive signs. When I look at the markets, and I’ll kind of break 

them down; cloud, we’re still seeing robust demand in cloud, not surprisingly capital investment 

continues to be strong with our customers. And of course, as we migrate through this year and 

into next year with new CPU architectures, we’d also expect good content improvement in 

cloud.” 

Mr. Zinsner’s positive outlook differed from Morgan Stanley analyst Joseph Moore, who 

downgraded the stock on August 11 and warned that “Winter is Coming” for the memory 

business. We aren’t convinced that will pan out, at least for the foreseeable future, given that it 

seems like most things around us have some sort of memory chip in them. Plus, from an analyst 

standpoint, a catchy and dark title is an important part of press coverage…even if the underlying 

thesis isn’t so dark. 

Though a 0.6% yield won’t turn many heads, we think it’s a good starting point and like that 

management is confident enough in the business to begin returning cash to shareholders on a 

regular basis (share repurchases in large part are discretionary). Micron has a balance sheet with 

over $8 billion in cash and short-term investments, while analysts expect EPS of some $6 per 

share this year and more than $11 in each of fiscal years 2022 and 2023. Even though the 

business has tended to be lumpy, we are content with our current positioning and our Target 

Price for MU is presently $121. 



NortonLifeLock (NLOK – $28.45) gained nearly 10% last week after the company 
announced plans to acquire Prague-based cyber-security company Avast PLC. NLOK 
will acquire Avast in an $8.6 billion cash and stock deal that is expected to close by June 
next year. Via press release, NortonLifeLock CEO Vincent Pilette said, “This transaction 
is a huge step forward for consumer Cyber Safety and will ultimately enable us to 
achieve our vision to protect and empower people to live their digital lives safely. With 
this combination, we can strengthen our Cyber Safety platform and make it available to 
more than 500 million users. We will also have the ability to further accelerate 
innovation to transform Cyber Safety.” 

 

We think the deal is interesting, particularly as there aren’t very many high-quality 
consumer-oriented antivirus software providers out there. The union seemed to be 
warmly welcomed by investors, as evidenced by the shares of both firms rising, a 
somewhat rare occurrence (usually the acquiree rises and the acquirer drops). There are 
the usual legal and regulatory hurdles to clear yet, so we aren’t baking the Avast results 
into our model yet, but we are generally positive on the transaction. Our Target Price for 
NLOK has been elevated to $36. 



Nutrien Ltd (NTR – $63.61) saw its share price rise by nearly 7% last week after dramatically 

boosting its full-year guidance. The the crop input and services concern said that the increase 

comes on the heels of strength in fertilizer pricing supported by robust global crop demand. 

Adjusted EBITDA was over $3 billion in the first half of 2021, up 36% over last year’s level, 

with $1.2 billion adjusted EBITDA generated in the second quarter. Management now expects 

full-year 2021 adjusted EBITDA and adjusted earnings per share in a range of $6.0 billion to 

$6.4 billion and $4.60 to $5.10 per share, respectively. 

Nutrien CEO Mayo M. Schmidt explained, “We are focusing all-time high global potash 

consumption in 2021 due to exceptional spot market demand in the U.S. and Brazil and in 

Southeast Asia, where we saw a significant market recovery this year. The demand has 

positioned Canpotex to place greater emphasis on these higher netback markets compared to 

contract markets of China and India. Overall, we project to produce nearly 14 million tonnes of 

potash in 2021. In fact, by the fourth quarter, we anticipate Nutrien to serve potash production to 

approximately 17 million tonnes on an annualized equivalent basis. We will continue to be 

proactive and flexible with our operating rate.” 

Commenting further on prospects for company, he said, “We believe the future outlook for our 

company is excellent. We expect crop prices to remain well above historic levels and fertilizer 

markets to remain tight. We will also benefit from our ongoing commitments to operational 

excellence, execution, a keen focus on cost and inventory management, continued value-added 

growth and a strengthening return on investment. As such, we raised our consolidated annual 

adjusted EBITDA guidance by more than $1.5 billion or over 33% and our EPS by nearly 70%. 

This is due to stronger earnings outlook across all business lines and executing on our 

competitive advantages. We believe this positive earnings outlook will continue into 2022, 

further strengthening our balance sheet. We will maintain our disciplined compete for capital 

approach, which includes the potential for further investment in the business, deleveraging of the 

balance sheet and additional returns to our shareholders. Our purpose is to help growers increase 

food production in a sustainable manner. There is no better example of this commitment than our 

responsiveness of our team to quickly and safely bring on an additional 1 million tonnes of 

potash production to improve access of this important nutrient for growers globally.” 

We continue to like that Nutrien has a strong balance sheet and 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 think the company is a big beneficiary. NTR trades at 11.6 times 

forward earnings per share estimates, while the dividend yield is 2.9%. We have raised our 

Target Price to $81. 

Shares of Organon & Co. (OGN – $34.21) rocketed nearly 12% on Thursday as the Merck 

(MRK – $76.72) spinoff released its first quarterly results as a standalone entity. The bottom-line 

shattered estimates, coming in at $1.72 per share, versus a $1.41 consensus forecast. Biosimilars 

and Women’s Health segments grew 43% and 19%, respectively, while Established Brands 

declined by a modest 4% as total revenue grew 4.5% year over year gross of foreign exchange 

effects. Management stated earlier this year that it anticipates revenue of $6.1 billion to $6.4 

billion for the full year and an operating margin of about 45%. 



Organon CEO Kevin Ali commented, “Since well before Organon’s June 2nd spin-off from 

Merck, thousands of employees have been hard at work standing up Organon, committed to a 

shared vision to advance the health of women. Already, we have demonstrated our commitment 

to identifying potential opportunities to help address some of the most important unmet needs in 

women’s health, with an acquisition focused on treating post-partum hemorrhage as well as a 

licensing agreement to develop an investigational agent being evaluated to delay pre-term labor. 

At the same time, we are focused on driving our business, with all three of our franchises 

delivering on their objectives. Accordingly, today we affirmed our full year 2021 guidance. 

Looking beyond 2021, we remain confident in our ability to organically grow revenue in the low 

to mid-single digit range, as LOE risk will largely be behind us and Women’s Health and 

Biosimilars are positioned to deliver double digit growth.” 

 

While our current holdings of OGN are small, and subject to potential consolidation into other 

undervalued stocks, we appreciate that the company modestly grew revenue in the quarter. Now 

that losses of exclusivity are baked in going forward, we are a bit perplexed by the stock trading 

at a low, single-digit multiple of management’s earnings guidance, though there is a massive 

debt load of over $9 billion. The company recently declared a quarterly dividend of $0.28 per 

share, which puts the yield at an attractive 3.2%. While we do not see a whole lot of overall 



growth potential from the current stable of products, we think that there will be plenty of cash 

flow generated as we move forward. Our Target Price for OGN is $56. 
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