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Market Review 

As discussed on our October 11 Sales Alert we sold 725 and 50 shares of Jabil Inc. (JBL – 

$62.36) respectively held in TPS Portfolio and Buckingham Portfolio at $61.0785 on 

Wednesday, October 13. 

We will use that price to close out 154 and 329 JBL shares respectively held in our two 

hypothetical accounts, Millennium Portfolio and PruFolio. 

***** 

For those interested in hearing directly from your Editor, the Barron’s Live interview from 

Monday, October 11, is available via the following link: 

https://www.barrons.com/podcasts/barrons-live/where-to-find-value-in-today-

market/D7A593F8-0D72-4DBA-8C16-F00188799C68 

It is also available on Spotify & Apple Podcast apps as the episode from Oct 11 on the Barron’s 

Live show. 

I am also slated to appear live on Bloomberg TV’s The Close on Friday, October 22 at 3:40 PM 

Eastern; 12:40 PM Pacific. 

***** 

https://theprudentspeculator.com/wp-content/uploads/2021/10/MC101821.pdf
https://www.barrons.com/podcasts/barrons-live/where-to-find-value-in-today-market/D7A593F8-0D72-4DBA-8C16-F00188799C68
https://www.barrons.com/podcasts/barrons-live/where-to-find-value-in-today-market/D7A593F8-0D72-4DBA-8C16-F00188799C68


It was a not-so-great start and a terrific ending to the second full trading week of October, 

continuing the rebound from the September swoon… 

 

…and propelling the Dow Jones Industrial Average to within 2% of James K. Glassman’s 36,000 

prediction made more than two decades ago. 



 

To be sure, Dow 36,000 has not yet been breached and there is no guarantee that the index will 

eclipse the figure, but equities have provided handsome long-term rewards,… 



 

…for those who remember that time in the market trumps market timing. 



 

Alas, with even Mr. Glassman seemingly one of the many investors who have achieved subpar 

returns over the last 20 years,… 



 

…we respect that it is not easy to remain calm, especially in today’s sensationalistic media 

climate, but our nerves of steel are buoyed by our study of market history. As the American 

engineer and inventor Vannevar Bush once said, “Fear cannot be banished, but it can be calm 

and without panic; it can be mitigated by reason and evaluation.” 

For example, while improving news on the COVID-19 front helps alleviate some near-term 

investor concern,… 



 

…the Consumer Price Index jumping again last month, 



 

…has kept worries about inflation front and center, despite what history suggests for historical 

equity market returns when the price gauge is elevated. True, the performance scoreboards below 

show wide gaps between the maximum and minimum figures, and there have been periods with 

substantial losses, but the arithmetic and geometric averages illustrate that stocks have performed 

fine, whether inflation is above or below 5%. 



 

Certainly, with inflation not appearing as transitory as Jerome Powell & Co. may have initially 

thought, concerns that the Federal Reserve will soon begin to taper its massive bond buying 

program have also caused investor consternation. There is but one other historical data point, but 

we can only hope that stocks perform as they did in 2013/2014 with the threat and initiation of 

that Fed tapering. 



 

Of course, we would not be unhappy to see the Federal Reserve become less accommodative as 

such a stance would suggest, in our view, that the U.S. economy is healthy enough to stand on its 

own. Data out last week seemed to provide more evidence that this is the case, given a surprising 

jump in the latest figures on retail sales,… 



 

…and initial filings for jobless benefits dropping below 300,000 to a new pandemic low. 



 

Clearly, it is not as if all is rosy economically speaking, given that optimism on Main Street has 

retreated somewhat,… 



 

…but U.S. and global GDP growth projections continue to be very robust, even as the media 

often chooses to accentuate the negative. Indeed, despite a forecast of 5.9% worldwide GDP 

growth, the headlines last week emphasized a 0.1% drop since July’s estimate in the World 

Economic Outlook from the International Monetary Fund. 



 

We prefer what Jamie Dimon had to say on the economic subject. The JPMorgan Chase (JPM – 

$166.61) CEO commented last week, “The economy is growing 4% or 5%. I think we should 

look at the big picture here, which I think it’s always important. I mean, two-years ago, we were 

facing COVID, virtually a great depression, global pandemic and that’s all in the back mirror, 

which is good. So, by hopefully year from now, there will be no supply chain problem. The 

pandemic will become endemic and I think it’s very good to have good healthy growth, which 

we have. And I think it’s good to have unemployment at 4%, it’s good that their jobs are open, I 

think it’s good the wages are going up along.” 

Mr. Dimon continued, “What people are buying has changed, which has also hurt supply chains 

a little bit. There’s not one company now that’s not working aggressively to fix the supply chain 

issues. Sales are still up, credit card, debit card spend still up, consumer is in great shape. And 

capitalism works. I doubt we’ll be talking about supply chain stuff in a year. I just think that 

we’re focusing too much on simply dampening a fairly good economy. It’s not reversing a fairly 

good economy.” 

We think that last point is key as the “fairly good economy” has resulted in a very favorable 

corporate profit dynamic. The Q3 reporting season is very young, but all but one of the 19 S&P 



500 companies to announce results last week reported EPS that exceeded expectations, while 

overall profits are likely to show terrific growth this quarter, next quarter and for all of 2022. 

 

And, with healthy bottom lines across much of Corporate America, we think dividend payments 

will continue to increase,… 



 

…which adds to the appeal on an income basis of stocks in general,… 



 

…and our portfolios in particular, relative to fixed income. 



 

That does not mean that the sailing will be smooth as there remain plenty of headwinds, while 

earnings season kicks into a higher gear this week. And we can’t forget that there are still two 

full trading weeks left in the seasonally less favorable time of year,… 



 

…but we like, given our contrarian way of thinking, that we are still not seeing a ton of 

enthusiasm for equities. 



 

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 offer updates on several of our recommended stocks 

that reported quarterly results or had other material developments that impacted their Target 

Prices. And speaking of Target Prices, we are in the process of posting an updated listing for all 

our stocks to theprudentspeculator.com. 

The country’s largest financial giants JPMorgan Chase (JPM – $166.61) and Bank of America 

(BAC – $46.37) each released Q3 results last week that handily topped the consensus analyst 

estimates as momentum from fee businesses at both banks persisted. Shares of both dipped upon 

JPM’s announcement Wednesday morning but reversed course sharply by week’s end. 

JPM earned $3.74 in Q3 versus the $2.97 expected by analysts, 28% higher than in Q3 2020, 

with the numbers boosted by an unrelenting performance in trading (strong equity trading made 

https://theprudentspeculator.com/dashboard/
http://theprudentspeculator.com/


up for a decline in typically strong FICC trading) and investment banking. Average loans grew 

5% year-over-year, a result of higher balances in wealth management given modest declines in 

consumer and commercial banking. The bank continues to possess an enormous amount of 

liquidity ($1.6 trillion) given the 19% growth of average deposit growth over the past year while 

loans have remained mostly flat to negative. Net charge-offs are very much in check at 25 basis 

points of average total loans. 

 

CEO Jamie Dimon commented, “JPMorgan Chase delivered strong results as the economy 

continues to show good growth – despite the dampening effect of the Delta variant and supply 

chain disruptions. We released credit reserves of $2.1 billion, as the economic outlook continues 

to improve, and our scenarios have improved accordingly. As we have said before, however, we 

do not consider these scenario-driven releases core or recurring profits. These reserve 

calculations, while done extremely diligently and carefully, involve multiple, multi-year 

hypothetical probability-adjusted scenarios, which may or may not occur and which may 

continue to introduce quarterly volatility in our reserves. Our earnings, not including the net 

reserve release and an income tax benefit, were $9.6 billion.” 

Mr. Dimon added, “We are making important investments, including strategic, add-on 

acquisitions that will drive our firm’s future prospects and position it to grow and prosper for 



decades. This quarter, we became the first bank to have branches in all of the lower 48 states, 

allowing us to serve more households, businesses and communities across the country. We are 

more than halfway through our plan to open 400 branches in new markets by the end of 2022, 

with approximately 30% of these branches in low-to-moderate income communities. We are also 

expanding our retail presence internationally, most recently launching our digital retail bank in 

the U.K. We remain committed to using our resources to drive inclusive solutions to support our 

employees, customers, clients and the communities we serve.” 

Earnings at Bank of America grew 67% year-over-year to $0.85 per share, nearly 20% better 

than the consensus analyst estimate, on $22.8 billion of revenue. Net interest and noninterest 

income grew 11% and 14%, respectively, while a negative $2 billion credit provision added to 

the bottom line. Total deposits (nearly $2 trillion) continued to grow and loan balances ($937.2 

billion) returned to modest growth versus Q2, while credit quality remains historically strong as 

net charge-offs were 20 basis points of average total loans. Combined assets under management 

within Global Wealth and Investment Management grew nearly 20%, while investment banking 

delivered $2.2 billion of fee revenue. 

 

Bank of America CEO Brian Moynihan stated, “We returned to organic growth trends we’ve 

seen pre-pandemic. We saw solid loan demand, good revenue growth, 12% year-over-year. 



Expense was flat year-over-year for great operating leverage of 12%, returning to that effort to 

drive that quarter-by-quarter to make the great investments drive the franchise at the same time 

having expense discipline. $12 billion of capital went back to [shareholders] this quarter. We 

continue to return the excess capital and all the current earnings because, frankly, we can grow 

without retaining capital because the core way we run the business on a risk basis. We continue 

to do what we need to do in our communities outside at the same time.” 

We appreciate that the enormous amounts of stimulus injected throughout the pandemic has 

contributed to a very strong customer base for nearly the entire U.S. banking system and we 

expect persistent spending patterns to eventually show up in higher loan balances. Even as fee 

business remains strong, loan growth is critical in the coming years as the spread between short- 

and long-term Treasury yields remains in line with the average over the prior decade despite 

being lower on an absolute basis overall. Moreover, the ratio of loans relative to total deposits at 

both banks is at a decade low (down from 62% for JPM and 86% for BAC in 2011). 

Both JPM and BAC remain favored holdings in many of our diversified portfolios as we 

continue to like the multiple levers both banks possess to generate business with opportunities 

(especially at BofA) to elevate operating leverage through expense improvement. And, both 

banks remain active purchases of their own shares with share counts falling by 2.0% and 4.7% at 

JPM and BAC, respectively, relative to outstanding totals at the beginning of 2021. Nevertheless, 

we are mindful that shares aren’t as inexpensive relative to history with JPM and BAC trading at 

a 25% and 35% respective premium to their average price-to-book value ratios over the past five 

years. Also, our positions in each have become elevated in some portfolios. While we wouldn’t 

rule out giving each a trim in the not-too-distant future, we are comfortable holding JPM and 

BAC for increased Target Prices of $190 and $51, respectively. 

Shares of Morgan Stanley (MS – $102.14) ended last week in the green following another 

strong quarterly report by the Wall Street titan. For Q3, MS delivered adjusted EPS of $2.04, 

more than 20% better than the consensus forecast of $1.69. MS posted revenue of $14.75 billion, 

almost 6% ahead of the average projection. The quarterly beat was driven by much-stronger-

than-expected revenue growth in the Capital Markets segment, with advisory revenue of $1.3 

billion (nearly four times that of a year ago) and equity trading revenue up 24% year-over-year, 

coming in at $2.9 billion. The company’s Wealth Management (WM) business continued to 

realize solid momentum, seeing $135 billion of new assets in the period (vs. $71 billion in Q2 

2021), with fee-based assets ticking up to 48% of the WM total. Investment Banking continued 

its strong operations with revenue up 67% from a year ago on record advisory revenue, driven by 

higher completed M&A transactions. 

CEO James Gorman commented, “The firm delivered another very strong quarter, with robust 

revenues and improved efficiency producing an ROTCE of 20%. We had standout performance 

of our integrated Investment Bank and record net new assets of $135 billion in Wealth 

Management. Year-to-date, our successful integrations of E*TRADE and Eaton Vance have 

supported growth of $400 billion in net new client assets across Wealth and Investment 

Management, bringing our total combined client assets to $6.2 trillion.” 



While we continue to like the long-term prospects of MS, we note that the position may have 

grown large in some accounts, given our initial recommendation in September 2020 at $48.35, so 

we wouldn’t fault anyone for taking a few dollars off of the table in the current price range. For 

the balance of our holdings, we continue to like the diversifying acquisition of Eaton Vance and 

we also believe the addition of E*Trade gives MS greater scale in tech, a deeper product and 

service base, and self-directed investors to complement advisor-assisted wealth-management 

clients. We continue to see MS benefiting from strong capital market activities and we like the 

opportunity to take larger wallet share in wealth management (as was realized in Q3). We like 

MS’s lower exposure to consumer and commercial loans, healthy balance sheet, relatively 

attractive valuation and 2.7% dividend yield. Our Target Price has been lifted to $115. 

Shares of Goldman Sachs Group (GS – $406.07) climbed more than 3% last week as the Wall 

Street powerhouse reported another stellar quarter. GS turned in a top line of $13.6 billion, which 

was more than 17% higher than expectations, and adjusted EPS of $14.93, better than 50% above 

the consensus analyst estimate of $9.92. In the first nine months of 2021, the firm generated net 

revenue of $46.70 billion, net earnings of $17.70 billion and diluted EPS of $48.59, each 

surpassing the previous full year records. Investment Banking posted its second highest quarterly 

net revenue of $3.70 billion, reflecting record quarterly net revenue in Financial advisory and 

continued strength in Underwriting. The firm remained ranked #1 in worldwide announced and 

completed mergers and acquisitions, and in worldwide equity and equity-related offerings, 

common stock offerings and initial public offerings for the year-to-date 

Goldman CEO Dave Solomon stated, “The third quarter saw strong operating performance and 

an acceleration of our investment in the growth of Goldman Sachs. We announced two strategic 

acquisitions in our Asset Management and Consumer businesses which will enhance our scale 

and ability to drive higher, more durable returns. Looking forward, the opportunity set continues 

to be attractive across all of our businesses and our focus remains on serving our clients and 

executing our strategy.” 

Although shares are up almost 54% this year, we see the stock as still attractively valued, trading 

at less than 11 times NTM consensus earnings projections, not to mention that the firm 

operationally is firing on all cylinders. We continue to like the healthy balance sheet and ongoing 

sound strategic repositioning. The build-out of its traditional banking and investment 

management businesses should serve shareholders well in the long run, as almost two-thirds of 

Goldman’s revenue still comes from its investment banking and global markets trading business 

segments. Like we stated after Q2 earnings, we find it odd that shares aren’t trading at much 

higher levels, especially considering that Goldman could deliver $60 per share of earnings this 

year. We continue to like that the ultimate goal of Goldman’s evolution is to change the trading 

and deal making titan into a more well-rounded financial firm with more-stable consumer and 

commercial businesses. The dividend yield is 2.0%, and our Target Price has been hiked to $467. 

Shares of Citigroup (C – $72.29) closed the week roughly flat in price, even as the banking 

giant posted Q3 results that beat the consensus analyst estimate (EPS of $2.15 vs. $1.79 est.). 

Solid growth of investment banking fees year-over-year contributed to a 3% increase in the 

Institutional segment. Global Consumer Banking revenue grew 2% when adjusted for the sale of 



the Australia division as a $1.1 billion credit release was a net benefit to the bottom line. Similar 

to large banking peers, credit losses remain de minimis at 28 basis points of total loans. 

New Citigroup CEO Jane Fraser commented, “The recovery from the pandemic continues to 

drive corporate and consumer confidence and is creating very active client engagement as you 

can see through our strong results in Investment Banking and Equity Markets, both up 

approximately 40% year-over-year, in addition to double-digit fee growth in Treasury and Trade 

Solutions as we help our clients reposition their supply chains. And while strong consumer 

balance sheets have impacted lending, we are seeing higher consumer spending across our cards 

products. We also continue to show momentum in deposits and wealth management AUM as 

well as growing engagement across our digital channels. Overall, our revenues were 3% higher 

than last year excluding the impact of the sale of our consumer business in Australia.” 

She concluded, “We are moving forward with urgency on our top priorities in order to 

responsibly narrow the returns gap with our peers: the Transformation, refreshing our strategy 

and building a culture of excellence. So far this year, we have returned close to $11 billion to 

shareholders through a healthy dividend and stock repurchases. We remain committed to 

returning excess capital over and above the amount necessary to invest in our franchise and to 

maintain our safety and soundness. Overall, I am quite pleased with $4.6 billion in net income 

given the environment we are operating in. While we have much work ahead, we are getting 

results from the investments we have been making and seeing both the strength and durability of 

our franchise.” 



 

We continue to monitor Ms. Fraser’s efforts to clean up Citi’s risk and regulatory issues and 

streamline the bank. We are also watching trends in card spending and balances, which represent 

a larger percentage of Citi’s business than peers. As the most globally focused of the money-

center banks, Citi’s recovery remains more closely tied to recovery abroad, although we continue 

to think opportunities for elevated growth exist from exposure to developing markets. Despite 

the baggage, we like that management is focused on exiting underperforming markets and that 

the stock is trading at roughly one times tangible book value per share (a large discount to peers), 

while offering a dividend yield of 2.8%. Our Target Price for C now resides at $105. 

Though they still trade a little below the peak set back in August, shares of BlackRock (BLK – 

$907.26) soared last week, bringing the YTD gain to 28%, on top of a 47% rise last year, for the 

ETF and asset management giant. The catalyst for the move higher was a terrific fiscal Q3 2021 

earnings report. BLK earned an adjusted $10.95 per share (vs. $9.40 est.) and had revenue of 

$5.05 billion (vs. $4.84 billion est.). Propelled by $75 billion of net inflows in its popular active 

and passive ETFs, the company’s revenue rose 16% year-over-year. 

CEO Larry Fink commented, “As investors continue to navigate uncertainty in the markets and 

in the broader global economic outlook, BlackRock is partnering more closely with our clients to 

help them achieve long-term — their long-term goals and helping them seeking new 



opportunities. BlackRock is providing insights on the global economy, guidance on how to 

navigate the market volatility and providing solutions for their entire portfolio. Our 

comprehensive unified investment and technology platform, combined with our steadfast client-

centric approach, is enabling us to deliver constantly and consistently strong results for our 

stakeholders… After our promising global economic restart earlier this year, we saw certain 

countries and markets take a step back in recent months as they are confronted with the 

economic — with virus variants and economic issues. Concerns around slowing economic 

growth are increasing while policymakers are evaluating the timing and pace of easing, whether 

it’s rate hikes or reduction in bond purchases. And with interest rates still at historically low 

levels, investors need solutions that can earn a real yield and be resilient in a higher inflationary 

world. Inflationary trends are appearing more than transitory, reflecting structural changes, 

including a shift from consumerism to job creation, rising wage growth and the energy 

transition.” 

Mr. Fink noted that BlackRock continues to invest globally, “We believe that globally integrated 

financial markets provide people, companies and governments with better and more efficient 

access to capital that supports economic growth around the world. This conviction drives our 

long-term strategy in China, and it has in every community in every country where we operate. 

BlackRock’s clients have benefited from our focus on the long term, and we will bring this 

perspective to help global clients invest in China and, importantly, to deliver investment 

solutions to Chinese investors. After receiving our FMC and WMC license earlier this year, we 

launched our first 2 products in the third quarter, raising over $1 billion in 2 weeks for more than 

110,000 investors. This milestone demonstrates the value proposition of BlackRock’s platform 

and the strength of our partnerships. It also highlights the start of BlackRock’s living its purpose 

in China by helping more people secure in China a better future and investing in the long-term 

and retiring, hopefully, in dignity. Just as we continue to evolve our business to meet client 

needs, we also evolve our entire organization. A key driver of BlackRock success over the years 

has been our focus and deliberate talent processes on delivering leaders with a broad range of 

expertise, a deep commitment to the firm in a One BlackRock mindset.” 

Looking ahead, Mr. Fink said, “I am confident the investments we are making today will enable 

us to capture greater opportunities and to deliver industry-leading growth in the years to come. 

More immediately, I’m very excited to welcome our colleagues back to BlackRock’s offices in 

certain parts of the world where we begin our future work pilot. It’s our culture which can’t be 

built or maintained remotely over the long term. That ensures we can never forget who we are, 

who we serve. It also helps us in our markets, in our industry and, most importantly, helps us 

continue to evolve and experience the constant change of the world. Having togetherness and 

connection with all our employees is vital for our culture and vital for serving the needs of our 

clients.” 

We hiked our Target Price for BlackRock to $986 but note that shares have been a rocket ship 

since we first recommended them in March of last year and changing market dynamics can 

quickly whack BLK’s billable assets. For now, we are staying put as we are comfortable with 

BLK’s weight in our broadly diversified portfolios. Analysts project BLK’s earnings to climb 

from $34 in 2020 to more than $46 in 2023, putting the 2023 P/E ratio around 23, a figure we 



believe is neither cheap nor expensive. BlackRock yields 1.8%, a payout we think the company 

can increase. 

Shares of PNC Financial (PNC – $199.13) dipped 2% after reporting Q3 2021 results. The 

financial services concern had adjusted EPS of $3.75 (vs. $3.59 est.) and an efficiency ratio of 

69% (vs. 66% est.). The company’s net interest margin was 2.27% (vs. 2.39% est.) and the return 

on average equity came in at 11.0% (vs. 11.3% est.). PNC completed its conversion of BBVA 

USA, which gives it an additional 9,000 employees, 2.6 million customers and 600 branches in 

seven states. Management attributed supply chain issues and the PPP loan runoff to loan growth 

headwinds, even though the loan portfolio still managed to expand $5 billion in the combined 

consumer and commercial categories. 

CFO Rob Reilly said, “In regard to our view of the overall economy, after somewhat slower 

growth during the third quarter of 2021 due in part to the delta variant and supply chain 

problems, we expect GDP to accelerate to above 6% annualized in the fourth quarter. We also 

expect the Fed funds rate to remain near 0 for the remainder of the year. Looking at the fourth 

quarter of 2021 compared to the recent third quarter results, we expect average loan balances, 

excluding PPP, to be up modestly. We expect NII to be up modestly. On a percentage basis, we 

expect fee income to be down between 3% and 5%, mostly reflecting the elevated third quarter 

M&A activity. We expect other noninterest income to be between $375 million and $425 

million, excluding net securities and Visa activity. On a percentage basis, we expect total 

noninterest expense to be down between 3% and 5%, excluding integration expense, which we 

approximate to be $450 million during the fourth quarter. And we expect fourth quarter net 

charge-offs to be between $100 million and $150 million.” 

We like the BBVA USA acquisition, which gives PNC access to 29 of the top 30 Metropolitan 

Statistical Areas across the country and provides a runway for prolonged growth in these new 

markets, and we are impressed with the speed at which the bank was integrated. Management 

still expects to incur nearly $980 million of integration costs (of which half have already been 

incurred), but Mr. Reilly added, “We remain disciplined around our expense management…we 

have a goal to reduce PNC stand-alone expenses by $300 million in 2021 through our continuous 

improvement program, and we’re on track to achieve our full year target… we’re confident we’ll 

realize the full $900 million in net expense savings off of our forecast of BBVA USA’s 2022 

expense base, and expect virtually all of the actions that drive the $900 million of savings to be 

completed by the end of 2021.” We think that shareholders will benefit from the combination’s 

cost synergies, with revenue growth potential only adding more value over time. The dividend 

yield for PNC is a healthy 2.5% and our Target Price has been boosted to $222. 

Despite another strong financial showing in Q3, shares of Truist Financial (TFC – $61.34) 

dipped slightly last week. The southeastern U.S. regional banking powerhouse reported adjusted 

EPS of $1.42 per share (vs. $1.18 est.), a 46% improvement over Q3 2020. Average deposits 

grew a modest 1.6% in the period while a reduction in Commercial loans drove average loans 

lower by 80 basis points, despite growth in consumer lending, particularly from residential 

mortgages. Net interest margin was down 29 basis points to 2.81%, mostly from the impact of 

purchase accounting amortization. 



Former BBT (and subsequently Truist) CEO Kelly King retired near the end of the quarter, with 

former Suntrust CEO William Rogers, Jr. filling the role. Mr. Rogers commented, “Truist 

produced solid results in the third quarter, driven by strong fee income from our diverse business 

mix – including wealth, insurance brokerage, investment banking, and positive trends in a 

number of other businesses given improving economic conditions. We also continue to deliver 

exceptional credit performance with net charge-offs at 19 basis points. The health of our clients 

remains strong, and we delivered average loan growth of 2% annualized compared to the prior 

quarter, excluding PPP loans. We continue to make great progress and carefully guide our clients 

through conversion milestones, including completing our retail mortgage origination conversion 

and accelerating the roll-out of our Truist digital app. In addition, after months of intense 

preparation, we migrated approximately 7 million clients to the new Truist technology ecosystem 

– our most significant milestone to date and the result of the expertise and purposeful 

commitment from thousands of dedicated teammates. We are excited about these successful 

milestones in the integration process and are one step closer to the finish line of the merger.” 

He added, “Truist continued fulfilling our purpose—to inspire and build better lives and 

communities—in the third quarter through a number of unique and creative initiatives. Purpose 

drove our decision to remain open this past Saturday to ensure a smooth and successful systems 

conversion. This quarter, we expanded our partnership with EVERFI bringing literacy tools to 

elementary schools across the nation. We showed leadership as the first top 10 bank to join 

Blackrock’s philanthropic Emergency Savings Initiative, and 64% of our early career hiring in 

2021 has been filled by diverse candidates. Our teammates and I are very proud of all the ways 

we live our purpose at Truist.” 



 

We continue to find the marriage of marriage of BB&T and SunTrust favorable, given the 

conservative lending culture and competitive brands that both banks had independently, and the 

potential for cost savings. We’ll be watching for continued improvement in the efficiency ratio 

over the next 12 months as merger/integration cost fade. We think TFC trades at an attractive 

forward P/E ratio below 13, and, with the company having increased the dividend in July, we 

find the yield of 3.1% very appealing. Our Target Price has been inched up to $73. 

Delta Air Lines (DAL – $40.99) reported Q3 2021 results that beat bottom-line analyst 

expectations, but shares dropped 6% after concerns that rising fuel costs may impact the firm’s 

profitability in upcoming quarters despite a resurgence in air travel. DAL earned $0.30 per share 

in Q3, compared with the analyst consensus estimate of $0.17. The airline’s adjusted revenue 

was $8.28 billion, compared with the $8.45 billion consensus. 

CEO Ed Bastian commented, “Our revenue recovery in the September quarter reached 66% of 

2019 levels, progressing from 51% in the June quarter and just 25% at the start of this year. This 

was led by strong consumer demand, growing improvement in business and international travel 

and reflected the resilience of some of our diverse revenue streams which are already back to or 

higher than pre-pandemic levels. While the recovery in business travel paused in August and 

early September as case counts increased, demand has picked up since Labor Day. Last week 



was our top corporate revenue booking week since the start of the pandemic. And with the 

announcement that U.S. borders will open in November, bookings from Europe and Brazil to the 

U.S. are rapidly improving.” 

Mr. Bastian continued, “As we look ahead, it’s clear that the recovery will continue to be 

choppy, but we see a number of encouraging trends. Restoring the remaining 1/3 of our revenue 

base is dependent on further business and international demand improvement. In the September 

quarter, domestic corporate volume was 40% recovered, up 10 points from the June quarter. 

With the spiking case counts delaying office reopenings, we did not see the progression we had 

expected at the start of the quarter, particularly after Labor Day. But as the variant recedes, 

business travel has picked up over the last month with volumes now reaching the highest level 

we’ve seen in the recovery. In the last week, our domestic business volume was close to 50% 

restored. We expect continued improvement as offices reopen at the start of the new year, and we 

anticipate meaningful acceleration in business travel starting at that point.” 

Mr. Bastian concluded, “Putting the year in context, we started at only 25% of our business 

restored, total business for the company, and we’ll end the year at 75% restored. While choppy, 

there is a clear underlying momentum in our company that gives us optimism as we go into ’22. 

As those fundamentals improve, we also see fuel prices continue to rise, which will pressure our 

ability to remain profitable in the December quarter. At present time, we’re expecting a modest 

loss in the fourth quarter with crude prices driving that up nearly 60% year-to-date and more than 

15% just over the last month. While we operate in a volatile and uncertain environment, I have 

the utmost confidence in our return to sustained profitability as the recovery progresses into the 

new year.” 

Airlines continue to have higher-than-average business risk thanks to rising oil prices and the 

uncertainty regarding COVID-19 cases and corresponding travel restrictions. As Mr. Bastian 

noted above, Delta is dependent on business travel for a healthy portion of revenue and 

businesses have an obligation to keep their employees safe so travel restrictions are an easy way 

to manage risk. Still, Delta management has done a quality job controlling factors within its 

power, but there are significant obstacles to overcome before we return to a ‘normal’ 

environment. We were glad to read that the U.S. border is opening shortly to non-U.S. citizens 

who are vaccinated, and we think there will be increased demand for longer-haul flights and 

aircraft utilization will begin to tick up. Our Target Price for DAL has been lifted to $66. 
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