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Market Review 

A little housekeeping prior to this week’s missive. As indicated on our August 17 Sales Alert, we 

sold 46 shares of Kroger (KR – $46.94) held in Buckingham Portfolio at $46.2114 on August 

19. We will also use that price to close out 186 of the KR shares held in our hypothetical 

portfolio, PruFolio. 

***** 

While the latest week ended on a positive note with a solid rebound on Friday, the last five 

trading days provided yet another reminder that stock prices can be quite volatile and that they 

can move in both directions in the short run, even as the long-term trend has been markedly 

higher. 



 

No doubt, the ugly news out of Afghanistan started the week off on the wrong foot,… 



 

…even as equities have always managed to overcome in the fullness of time every previous 

disconcerting event on the geopolitical stage. 



 

Certainly, we are not seeking to downplay that the resurgence of the Taliban alters the landscape 

in Asia and the Middle East, while elevating the threat of terrorism, but the U.S. equity markets 

were seemingly more concerned about the continued rise in domestic COVID-19 cases and the 

potential impact on economic growth. 

After all, the so-called reopening trade went into reverse last week, as Growth stocks 

outperformed Value by a sizable margin, with the S&P 500 Pure Value index tumbling 3.00% 

compared to a small 0.02% loss for the S&P 500 Growth index. The primary catalyst stoking 

economic worries was a weaker-than-expected report on retail sales,… 



 

…while the latest housing numbers fell more than forecast,… 



 

…and manufacturing figures were not as strong as projected. 



 

Interestingly, however, the latest forward-looking Leading Economic Index rose by a greater-

than-estimated 0.9%,… 



 

…and other economic data points also came in better than expected,… 



 

…while the Atlanta Fed’s forecast for Q3 domestic GDP growth inched up in its latest reading. 



 

Also, the release of the Minutes of the Federal Open Market Committee’s July meeting included 

the following: 

With respect to the path of net asset purchases, respondents to the Open Market Desk’s surveys 

of primary dealers and market participants expected communications on asset purchases to 

evolve gradually, with signals anticipated over coming months regarding both the Committee’s 

assessment of conditions constituting “substantial further progress” and details on tapering 

plans. Almost 60 percent of respondents anticipated the first reduction in the pace of net asset 

purchases to come in January, though, on average, respondents placed somewhat more weight 

than in the June surveys on the possibility of tapering beginning somewhat earlier. 

Obviously, the path of the virus will be critical in the Federal Reserve’s decisions to begin 

tightening monetary policy, but the Fed has been relatively upbeat in its economic assessments. 

True, we have to expect equity market volatility around any sort of Fed tapering announcement, 

but it was very much short-lived when such an event occurred in 2013,… 



 

…with stocks performing very well even after the tapering had begun in 2014. 



 

There can be no guarantee that the past is prologue, but even with a Fed tapering and ultimate 

hiking of the Federal Funds rate,… 



 

…we think interest rates will remain low by historical standards and that equities will continue to 

be very attractive on a relative basis,… 



 

…while corporate profits should continue to show excellent growth. 



 

Of course, we are braced for more downside volatility, especially as we have the two scariest 

months – September and October – left to go before the start of the seasonally favorable 

November to April period. But we like that our preferred gauge of sentiment on Main Street (a 

contrarian indicator) saw a good-sized rise in Bearishness last week,… 



 

…and that Extreme Fear is the current emotion on a real-time metric,… 



 

…while more mutual and exchange traded fund dollars flowed into the perceived safety of fixed 

income in the latest week. 



 

To be sure, we respect that the major market averages are still near all-time highs, while 

numerous stocks are richly priced, overvalued or impossible-to-value. But, as individual stock 

pickers, we can avoid the expensive names and construct portfolios with very generous income 

streams. 



 

Yes, we must accept that we are always at risk of a downturn, but we think those of us who are 

long-term-oriented investors can have fears mitigated by looking at the historical odds of losing 

money versus the length of the holding period. 



 

It is fascinating that many don’t pay much attention to history as we recently saw a prominent 

journalist use phrases like “substantial risk of losing money” and “a shot at positive returns” 

regarding stock ownership. Clearly, with the caveat that past performance is no guarantee of 

future returns, there is far less risk of losing money and a much better shot at positive returns for 

those who remember that the only problem with market timing is getting the timing right. 



 

Alas, the assertion from that same article, “You can invest in safe assets and accept a high 

likelihood that you will get back less, in terms of purchasing power, than you put in,” would 

seem to be spot on, yet more than $16 trillion rests (rots?) in negative yielding government debt 

around the world,… 



 

…and more than $4.5 trillion is hibernating in money market funds,… 



 

…where the current yield will allow money to double in only 2,311 years. 



 

Yes, equities will always be a risky (volatile) asset class, but as Lao Tsu said, “If you do not 

change direction, you may end up where you are heading” 



 

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. 

Discount store and superstore giant Walmart (WMT – $151.45) reported EPS of $1.78 in fiscal 

Q2, 13% ahead of the $1.57 estimated by analysts. Total revenue grew 0.6% on a constant 

currency basis to $138.6 billion, negatively affected by approximately $8.9 billion related to 

divestitures in the International segment. Sam’s Club comparable sales and eCommerce sales 

grew 7.7% and 27%, respectively, while membership income for Walmart+ increased 12.2% 

with member count reaching an all-time high. Management has repurchased $5.2 billion worth of 

stock year to date, representing around 25% of the $20 billion authorization announced earlier 

https://theprudentspeculator.com/dashboard/


this year. Since sliding to a year-low in early March, shares have rebounded to trade within 

striking distance of their all-time closing high of $152.79 reached at the end of last November. 

WMT CEO Doug McMillon commented, “We had another strong quarter in every part of our 

business. Our global eCommerce sales are on track to reach $75 billion by the end of the year, 

further strengthening our position as a leader in omnichannel. We grew market share in U.S. 

grocery, added thousands of new sellers to our marketplace, rapidly grew advertising businesses 

around the world, and we’re finding innovative ways to commercialize our data and build 

technology. We have a unique ecosystem of products and services designed to serve customers 

in broader, deeper ways, and we’re grateful to our associates for making it all happen.” Happily, 

management saw fit to boost its outlook for the full fiscal year. 

 

There is no doubt that competition is fierce within retail, but we continue to be impressed by 

Walmart’s transformation and execution to build a customer-centric seamless omni-channel 

ecosystem. This includes integration of its eCommerce, grocery and general merchandising 

businesses, as well as the continued rollout of various ways for guests to shop. And, although the 

Indian government has threatened to fine Flipkart on suspicion of foreign investment rule 

violations, we continue to think these investments (along with JD.com), and its foray into service 

sectors like Health Care, FinTech and others, lengthen the retailer’s runway for growth and 



diversify revenue. WMT continues to generate strong free cash flow, which underpins its 

generous capital returns programs. With the continued operational momentum, we have boosted 

our Target Price for WMT to $175. 

General merchandise discount store chain Target (TGT – $253.40) reported fiscal Q2 EPS of 

$3.64 (vs. $3.48 est.) on revenue of $24.83 billion (vs. $24.51 billion est.). Comparable store 

sales increased 8.9% (vs. 8.2% est.), while the 30.4% gross margin came in 0.1% lower than the 

consensus estimate. Target’s digital sales accounted for approximately 17% of revenue. The 

board approved a new $15 billion share buyback program and expects “high single digit” 

comparable sales growth in the back half of the fiscal year. 

CEO Brian Cornell commented on the results, “Guests have emerged from a year in which 

digital was the primary growth driver, and they’re now returning to our stores in droves. As a 

result, the majority of our second quarter growth was driven by the stores channel, where comps 

grew 8.7% on top of 10.9% a year ago. In addition, traffic accounted for more than 100% of our 

second quarter growth, in contrast to a year ago when guests were limiting time out of their 

homes and the bulk of our growth was coming from bigger transactions. Comparable digital 

sales grew 10% in the second quarter, building on the record growth of 195% last year. The 

digital channel continues to be led by our same-day services, in-store pickup, Drive Up and 

Shipt, which together grew 55% this year on top of more than 270% last year. Given their rapid 

expansion, same-day services now account for well over half of our digital sales. Among those 

same-day options, Drive Up has quickly grown to be the largest, accounting for more sales than 

pickup and Shipt combined. To put it in dollar terms, over the last 2 years, second quarter sales 

through Drive Up alone have increased by nearly $1.4 billion. And for the spring season, they’ve 

expanded by double that amount.” 

Mr. Cornell concluded, “In terms of our business, the last 18 months have proven, beyond a 

doubt, the flexibility and resilience of both our team and our business model. And while sales in 

stores have been soaring so far this year, our operations and team have demonstrated how they 

can pivot seamlessly between stores and digital commerce based on how our guests choose to 

shop. I also want to emphasize that as proud as we are of what we’ve already accomplished, we 

see many more productive opportunities to invest in continued growth. And I also want to 

acknowledge the continued high level of execution we’ve been seeing across all of our teams. As 

John will outline in more detail, despite unusually high volatility for well over a year now, the 

Target team has been consistently setting the industry standard in terms of execution despite 

multiple challenges in the external environment. Our team continues to embrace every challenge 

as one aligned Target team, taking care of each other as they focus on serving our guests. I am 

truly inspired by their work and grateful to share the outstanding performance they’re delivering 

quarter after quarter, year after year.” 

Long before the pandemic, Target made big changes on the heels of a disastrous expansion into 

Canada. The company added small-format stores, shifted to a ship-from-store model to make 

retail stores into miniature distribution centers and made big investments in its mobile phone 

app. While the pandemic caused significant challenges related to the supply chain, the 

investments in the core business paid off handsomely and we think folks have gotten used to 

some of the convenience (such as parking lot pickup and same-day shipping). We believe the 



improvements when considered as a whole put Target in the #1 spot for big box retailers in the 

country and we expect the company to continue to benefit from the updates. While Target has 

continued to return cash to shareholders in large quantities via repurchases and buybacks, the 

company is also remodeling stores (which results in more spending per customer and more 

visits) and is collaborating with brands such as Ulta Beauty to drive traffic. Target-owned brands 

such as Cat & Jack have proven popular with consumers looking for value, while premium 

products from the likes of Apple and Disney draw higher-end customers. Target raised its 

quarterly dividend to $0.90 per share, resulting in a yield of 1.4%. The company’s valuation 

metrics are still reasonable, including a forward P/E near 20 and our Target Price stands at $275. 

Despite a nasty and apparently very misguided selloff on Tuesday following Wall Street 

disappointment with the quarterly results and guidance from competitor Home Depot, shares of 

Lowe’s Cos (LOW – $208.21) jumped more than 9% last week, pushing the year-to-date gain to 

30%. The catalyst for the home improvement retailer was the release of solid fiscal 2022 Q2 

financial results. Lowe’s said that it realized revenue of $27.57 billion, versus the consensus 

analyst estimate of $26.87 billion, and adjusted EPS of $4.25, almost 6% above the consensus 

forecast of $4.01. With unbelievably strong comparable sales growth last year, it wasn’t overly 

surprising to see the reading for this quarter come in at -1.6%, which was actually better than the 

consensus analyst view of -2.1%. Areas of above-average growth were sales to Pro customers 

(+21%), Installation Services (+10%) and online sales, whiles sales to do-it-yourselfers were 

below average. An operating margin of 15.3% for the quarter is the best quarterly reading for 

LOW on record. 

CEO Marvin R. Ellison commented, “Our strong results this quarter demonstrate that our Total 

Home strategy is working, with U.S. sales comps up 32% on a two-year basis. In the quarter, we 

drove 21% growth in Pro, 10% growth in Installation Services and strong comps across Décor 

product categories. On Lowes.com, sales grew 7% on top of 135% growth last year. We also 

delivered significant operating margin expansion through our disciplined focus on driving 

productivity across the company. I would like to thank our front-line associates for their 

continued dedication to serving our customers and supporting safety in our stores. Looking 

forward, I am confident in the positive outlook for our industry, and our ability to drive operating 

margin expansion and market share gains.” 

We continue to be pleased with LOW’s improved execution and margin expansion, and believe 

the company has more opportunity on which to capitalize. The consistency and strength of 

LOW’s execution in a challenging operating environment throughout COVID-19 is evidence of 

the company’s transformation efforts in recent years, and the strong cash flow is allowing for 

further investment in long-term initiatives, including winning Pros back from Home Depot (and 

others). It is also worth noting that its shares still trade at a discount to those of Home Depot. 

With continued operational momentum, we wouldn’t be surprised to see LOW receive more of a 

premium multiple as it benefits on the top and bottom line from the continued surge in domestic 

home sales, and the home improvement wave driven by people choosing to be at home more, not 

to mention the movement of folks from downtown cities to suburbs. We have raised our Target 

Price for LOW to $245. 



Shares of Foot Locker (FL – $58.34) jumped more than 7% on Friday after the footwear and 

apparel retailer turned in adjusted EPS of $2.21, more than 115% higher than the consensus 

analyst estimate of $1.01. Revenue for the period was $2.27 billion, almost 9% better than the 

expected $2.09 billion. During the quarter, in-store foot traffic was up by a double-digit 

percentage, and footwear sales were up double digits even compared to the same period in 2019 

(a strong comparison given how badly Q2 of 2020 was impacted by the pandemic). FL 

management said it now sees full-year adjusted EPS coming in between $7.00 and $7.15, and 

that the second half promotion environment should be “favorable” for the company. The 

company’s loyalty program (FLX) saw membership rise 25% in the most recent quarter and now 

has 25 million members. It was also recently announced that Foot Locker would be increasing its 

dividend by 50% from $0.20 to $0.30 per quarter. 

CEO Richard Johnson elaborated, “Our strong performance this quarter reflects the health of our 

category, the deep engagement we have with our customers, and the strategic nature of our 

relationships with our vendor partners. This quarter reflects strong results in our women’s and 

kids’ footwear business along with broad demand for our apparel and accessories offerings, 

which combined with more limited promotional activity, led to the outstanding top and bottom-

line results.” 

CFO Andrew Page added, “Many of the trends we saw in the first quarter continued into the 

second quarter, with the combination of robust demand and fresh and lean inventory driving 

meaningfully lower levels of promotional activity and resulting in a gross margin of 35.1%, 

compared to the 25.9% in the prior year period.” 

While shares of Foot Locker are up 44% this year, they are only trading with a NTM earnings 

multiple below 10, and we believe the company has several competitive edges, including broad 

distribution channels, geographic locations, and multiple banners and product categories. We 

also think that longer term FL will benefit from its strategic cost control and productivity plans, 

in addition to further penetration of its apparel offerings and solid growth of its digital shopping 

platforms, including eastbay.com. There will continue to be evolution as the company is seeing 

the value of bolstering its digital presence, and it may have to consider “off-mall” concepts in the 

future as there is the chance that some malls in the U.S. might not survive or may no longer be 

optimal in some geographic locations. Our Target Price for FL has run ahead to $86. 

Department store chain Kohl’s (KSS – $57.24) announced last week that it earned $2.48 in fiscal 

Q2 2022 on $4.22 billion of sales. The bottom-line result was vastly better than the $1.20 

analysts had expected, while sales were ahead of the $4.01 billion estimate. Encouraged by 

Kohl’s strong execution and raised annual guidance, shares gained more than 10%. 

CEO Michelle Gass commented, “Our record Q2 earnings were driven by strong sales growth, 

significant gross margin expansion and disciplined expense management, exceeded our 

expectations. Our strategy is working, and the favorable industry environment has only amplified 

our performance. Sales increased 31% to last year and were up to the same period in 2019. From 

a channel perspective, in Q2, improvement in our store sales drove the majority of the total sales 

upside in the quarter…Digital sales remained strong and increased 35% compared to the same 

period in 2019. And as expected, we’re down to last year’s heightened level that benefited from 



store closures. As a percentage of total sales, digital was 26%, down from last year’s 41%, but up 

from 20% in 2019. From a category perspective, we saw the greatest growth in Men’s, 

Accessories and Women’s relative to last year, and Men’s, Home and Footwear were the 

strongest on a two-year basis. Active continued to be the strongest area of customer demand with 

growth across both apparel and footwear. From a profitability perspective, we achieved the 

highest operating margin in a decade as we maintained our intense focus on inventory 

management, further optimized our pricing and promotional strategies and managed expenses 

with discipline.” 

Ms. Gass offered thoughts on the road ahead, “We’re now in the process of opening the first of 

our 200 stores planned for 2021. We opened a few earlier this month and have major waves of 

openings that start tomorrow and continue through October. We will then open 400 next year and 

reach at least 850 by 2023. Both organizations are very proud of the launch, and I encourage you 

to visit one of these Sephora stores. They are absolutely beautiful and truly showcase the power 

of the Kohl’s transformation. I want to thank both our team and the Sephora team for their 

relentless efforts over the past 8 months. We believe that this collaboration will quickly become 

one of the industry’s most differentiated and largest partnerships.” 

CFO Jill Timm added, “We continue to be thoughtful and prudent in setting our financial outlook 

for the balance of the year, considering the uncertainty around consumer spending given the 

Delta variant situation as well as the supply chain challenges and wage headwinds. Based on 

this, we are guiding the year as follows: net sales to increase in the low 20% range, up from our 

prior expectation of a mid- to high teens increase; operating margin to be in the range of 7.4% to 

7.6%, up from our prior expectation of 5.7% to 6.1%, this positions us to achieve our 2023 

operating margin goal of 7% to 8% this year; and EPS to be in the range of $5.80 to $6.10, 

excluding nonrecurring charges, up from our prior guidance of $3.80 to $4.20. This guidance 

represents an all-time high EPS for our company.” 



 

Kohl’s expects to buy back between $500 million and $700 million worth of stock in 2021, 

which is a substantial bounce back from the management team battening down the hatches just 

over a year ago in the early innings of the pandemic. We believe the government’s ongoing 

stimulus efforts have helped KSS, while consumers seem to be resuming a somewhat-normal 

life, even in areas where the Delta variant is spreading at dangerous rates. KSS shares are up 

more than 40% this year, but the valuation is still reasonable (including a forward P/E under 11) 

and the dividend yield is around 1.7% with room to grow thanks to a strong balance sheet and 

quality cash flow. Our Target Price for KSS has been lifted to $75. 

Fears of a surging Delta COVID-19 variant sent shares of Tapestry (TPR – $40.58) tumbling 

last week, even as the luxury fashion concern produced very good financial results in fiscal Q4. 

Tapestry earned 0.74 per share (versus the $0.68 est.) on $1.6 billion of revenue (beating the pre-

pandemic comp from 2019). Tapestry continues on its road to digitization to drive its product 

offering, significantly lowering SKU counts by approximately 45% across brands. The 

ecommerce channel reached approximately $1.6 billion in revenue, nearly doubling versus the 

prior year and over $1 billion ahead of pre-pandemic levels, fueled by the acquisition of nearly 4 

million new customers in North America alone. The board approved the reinstatement of TPR’s 

capital return programs, with a plan to share $750 million with holders through both dividend 

and stock repurchases in fiscal year ’22. 



CEO Joanne Crevoiserat commented, “Coach is both a remarkable 80-year history and a bright 

future. We are confident that the deliberate actions we’ve taken to improve the foundation of the 

brand, including the realization of higher AUR and stronger margins, are sustainable over the 

long term as revenue continues to inflect. We’re continuing to improve on the momentum we’ve 

built to drive market share gains at sustainably high margins in fiscal ’22 and beyond. Overall, 

we are pleased with Kate Spade’s execution and the traction we gained with consumers in fiscal 

’21, including AUR improvement and strong customer engagement. This progress is reflected in 

Kate Spade’s outperformance versus internal expectations, reinforcing our confidence in the 

brand’s potential. Kate Spade is a unique yet universal brand, and our teams are galvanized 

around driving our clear strategy. We continue to believe in the significant runway ahead in our 

ability to achieve $2 billion in revenue and enhanced profitability in the future.” 

Regarding Stuart Weitzman, she continued, “In fiscal ’22, our overarching goal is to return to 

profitability. We will recruit and engage customers through product that sparks desire with a 

focus on must-have launches featuring icons, key items and capsule collections as well as 

(inaudible); drive brand heat with a digital-first drumbeat of relevant romantic storytelling; fuel 

continued growth in China, including an expanded footprint and further investment in digital; 

elevate the omnichannel customer journey, including delivering a best-in-class digital 

experience; and accelerate wholesale partnerships with an expanded footprint in key accounts 

globally. Overall, I’m pleased with the progress we’ve made at Stuart Weitzman, and we remain 

focused on restoring the brand’s profitability.” 

While fashion and accessory markets remain intensely competitive, we continue to think the 

firm’s brands (Coach in particular) boast significant appeal for luxury consumers. And despite 

turnover of upper management in the past year, we think Tapestry is in good hands with Ms. 

Crevoiserat and new CFO Scott Roe, who brings a wealth of experience from VF Corp. While 

shares have rallied mightily off of the pandemic lows and recent quarters present tough comps 

going forward, the stock still trades well below the market multiple. With the reinstated dividend 

and a yield of 2.5%, our Target Price for TPR has been raised to $58. 

Despite turning in terrific quarterly results on Friday and hiking its full-year forecasts, shares of 

Deere & Co. (DE – $351.43) slid another 2% as investors honed in on management’s comments 

regarding the tension in the company’s supply chain. For fiscal Q3, the agricultural equipment 

titan reported earnings per share of $5.25, more than 15% greater than the average forecast of 

$4.56. The company states that agricultural fundamentals continued to be solid year-to-date, and 

results from its 2022 early order programs indicate demand remains strong heading into the next 

fiscal year. Robust fundamentals for construction and forestry equipment continued into Q3, 

leading to improved levels of profitability and a heightened outlook for the rest of this year. 

Accordingly, management has raised its guidance and now looks for earnings between $5.7 

billion and $5.9 billion in fiscal 2021, up from a range of $5.3 billion and $5.7 billion projected 

last May. 

Deere CEO John May commented, “Our strong results, driven by essentially all product 

categories, are a testament to the exceptional efforts of our employees and dealers to keep our 

factories running and customers served while enduring significant supply-chain pressures. We 

also made strategic investments in the quarter aligned with our smart industrial strategy. They 



will further our efforts to help our customers achieve improved profitability, productivity, and 

sustainability through the effective use of technology.” 

With possibly the strongest brand in agriculture, Deere continues to operate at a very high level. 

We think the firm will continue to benefit from a sustainable equipment replacement cycle and 

precision ag as technology advancements support and drive pricing. Additionally, the company 

should see gains in aftermarket as retrofitting expands. Shares have run markedly over the past 

year, but we continue to appreciate the diversification of its construction products, while a strong 

appetite for U.S. infrastructure spending should provide a boost in the coming years. Our Target 

Price on DE shares has been elevated to $453. 

Cisco Systems (CSCO – $58.22) earned $0.84 per share in fiscal Q4 2021 (vs. $0.83 est.). The 

communications equipment firm had total revenue of $13.13 billion, versus the $13.02 billion 

estimate. Shares have gained more than 5% since the release, despite some after-hours trading 

volatility following the announcement, as the company beat analyst expectations in its two 

largest categories. Cisco’s Infrastructure Platforms revenue was $7.55 billion (vs. $7.11 billion 

est.) and Product revenue was $9.72 billion (vs. $9.47 billion est.), while Applications ($1.34 

billion vs. $1.46 billion est.), Security ($823 million vs. $912 million est.) and Service ($3.41 

billion vs. $3.56 billion est.) trailed analyst expectations. The company’s gross margin was 

65.6%, compared with the consensus estimate of 64.8%. 

CEO Chuck Robbins said, “We had an outstanding Q4 performance and fiscal year revenue, 

reflecting strength across our portfolio, customer segments and geographies. Our product order 

growth was the highest we’ve seen in over a decade, and we’re continuing to see strong customer 

reception to the accelerated investments in software and subscriptions. This great momentum is 

reaffirming our position as the worldwide leader in technology that powers the Internet and the 

digital enterprise. As I think about our achievements over the past year, 3 things stand out to me. 

First, the exceptional execution of our teams. We achieved these results through the 

extraordinary efforts of our leadership team, our partners, and most importantly, our people 

around the world who operated with incredible speed and at an unprecedented scale to deliver 

this growth. Second, our transformation and strategic investments are paying off. The benefits of 

our shift to software and subscriptions are clear, and they are helping both Cisco and our 

customers move with greater speed and agility. And third, the power of our portfolio. The 

groundbreaking innovation we are investing in today will serve as the foundation for our 

customers’ futures.” 

Mr. Robbins continued, “Our unique strengths improvement strategy give us the confidence to 

move at a more accelerated pace. You will see us continue to invest in our key growth areas and 

technology shifts like hybrid cloud, hybrid work, 5G, WiFi 6, Edge, security and cloud-native 

architectures to extend our technology leadership positions. You will also see us deliver even 

more strategic offers to enable our customers to thrive in a cloud-first digital world. These 

include full stack observability to improve their digital experiences by providing visibility and 

insights across their entire technology stack and Secure Access Service Edge, or SASE, designed 

to enable seamless secure access to applications anywhere their users work. Given the 

momentum we’re seeing in our business, we have more conviction than ever that we are 



investing in the right areas, and we’ll continue to extend our competitive advantages and drive 

growth.” 

Mr. Robbins concluded, “Looking ahead, we expect the supply challenges and cost impacts to 

continue through at least the first half of our fiscal year and potentially into the second half. In 

summary, demand for our technology is very strong, and our strategy is more relevant than ever. 

This allows us to deliver greater value to our customers, partners and communities as we all 

adapt to new ways of living and working. I am very encouraged by the recovery trajectory across 

the board and with our momentum. I am confident in our strategy and investments.” 

Cisco expects revenue growth between 5% and 7% for fiscal 2022, which should result in 

adjusted EPS between $3.38 and $3.45. In our view, IT spending will remain strong, and we 

believe CSCO should benefit as the world emerges from the pandemic. Unfortunately, Cisco is 

not immune to the pricing and supply chain challenges that are dragging on the industry recently, 

and the company thinks those headwinds will stick around at least through the end of this 

calendar year. While 2020 was a bit of a struggle for CSCO, shares are up more 30% this year, 

which we believe is a result of investor enthusiasm, an inexpensive valuation and solid post-

pandemic earnings growth projections. CSCO earnings didn’t grow in fiscal 2021, but analysts 

expect at least 4% EPS growth in each of the next three fiscal years. Cisco sports a forward P/E 

ratio near 17 and a 2.6% yield. We continue to find CSCO to be a value-priced stock with decent 

long-term growth potential. Our Target Price has been bumped up to $66. 
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