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Market Review 

The Saturday newspaper headline in The Wall Street Journal lamented, “Stocks 5-Week 

Winning Streak Fizzles,” but we were again reminded that it is a market of stocks and not simply 

a stock market. True, the returns of both were not too far from breakeven, but while the S&P 500 

fell 0.27% over the five days, the S&P 500 Equal-Weighted index advanced 0.20%, so the week 

was a win for the average S&P stock. 

Certainly, we can’t complain that the major market averages took a bit of a breather last week, 

given gains of more than 20% this year for just about every index but the Dow Jones Industrial 

Average where the total return is 19.79%. It is also nice to have further validation over the last 

six weeks or so of our constant admonition that the secret to success in stocks is not to get scared 

out of them, especially after the 5% setback in September, a drop in magnitude that historically 

has happened three times per year on average. 



 

Of course, there have been numerous scary events throughout history, but equities have thus far 

managed to surmount every hurdle. 



 

To be sure, some more disconcerting than others, and last week the financial press was focused 

on the latest inflation figures as the consumer price index soared by 6.2%, the largest increase in 

31 years. 



 

Given that the S&P 500 dropped 0.8% on Wednesday after the inflation measure was released, 

market watchers were quick to tie weakness in stocks that day to the spike in the CPI. We found 

this interesting in that nine-plus decades of market history suggests that equities have gained 

ground, on average, whether inflation is rising or falling. Yes, stocks have performed better when 

inflation is moving lower,… 



 

…but, as we have been pointing out for six months now, elevated inflation rates at or above 5% 

have led to better returns for equities on average than when inflation is below 5%, with Value 

leading the way. 



 

And, believe it or not, returns have been even better when inflation has exceeded 6%,… 



 

…though we suspect the empirical evidence won’t stop the media from incorrectly arguing 

otherwise. 



 

No doubt, part of the doom-and-gloom argument is that the Federal Reserve will respond to 

higher inflation by raising interest rates, with The Wall Street Journal pointing out on Thursday 

that Jerome H. Powell & Co. are now more likely to boost the Fed Funds rate next year. Clearly, 

such an event would not be a big surprise as half of the FOMC Participants in September 

projected at least one interest rate hike in 2022,… 



 

…but, like with a Fed Tapering,… 



 

…the historical evidence suggests that increases in the Fed Funds rate, on average, are not a 

reason to fret about equity prices. 



 

In fact, we would welcome higher interest rates as we think it would be another signal that the 

economy has put the COVID-19 Pandemic into the rear-view mirror, especially as many folks 

are not as optimistic about the future as one might expect,… 



 

…even as the jobs picture continues to improve,… 



 

…and the forecast for Q4 U.S. GDP growth is robust,… 



 

…along with projections for corporate profit growth in 2022. 



 

***** 

Not surprisingly, we remain optimistic in our outlook for the long-term prospects of our broadly 

diversified portfolios of what we believe to be undervalued stocks, even as we respect that at 

least one contrarian sentiment gauge is showing elevated Bullishness on Main Street,… 



 

…though mutual and exchange traded fund investors remain infatuated with fixed income. 



 

We are always braced for downside volatility, but we also like that the calendar is now in the 

seasonally favorable time of the year. 



 

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 nine of our stocks that reported quarterly results last week or had 

news out worthy of mention. 

The latest 12 months have seemed like a fashionable time for major pharmaceuticals companies 

to divide themselves. In November of 2020, owners of Pfizer (PFE – $49.73) received shares of 

Viatris (VTRS – $14.11), Merck (MRK – $84.00) owners landed shares of Organon (OGN – 

$33.70) in June 2021, and now Johnson & Johnson (JNJ – $165.01) just announced that it plans 

to follow suit. Of course, JNJ seemingly has an extra incentive to separate its consumer product 

division, given the litigation involving its talc products. 

Though we own but a handful, trading in shares of Viatris and Organon has been quite volatile 

over recent quarters (OGN was down as much as 20% in June) as the market digests each of their 

strategies and future potential. We, too, are evaluating whether we want to increase our 

https://theprudentspeculator.com/dashboard/


ownership in the duo, or simply exit the tiny positions, but at present our respective Target Prices 

for VTRS and OGN are $34 and $54. As for JNJ, we will await additional financial data on the 

two stand-alone entities, but the market, for a day anyway, seemed to view the decision to break 

in two as positive. Our Target Price for JNJ is now $195. 

Packaging and paper concern Westrock (WRK – $49.00) posted earnings per share of $1.23 in 

fiscal Q4 ended September, a 68% increase compared to prior year. Sales grew 14% year-over-

year to $5.1 billion, while adjusted segment EBITDA also improved 22% year-over-year to $878 

million. Higher volumes and prices in packaging more than offset higher-than-expected inflation 

(for recycled fiber, virgin fiber and natural gas) over the full year, while paper volumes increased 

13% year-over-year on strong demand across all grades. For the full year, packaging sales 

increased by 8%, driven by the implementation of price increases across the business, although 

volumes were down 1.6%, with box volumes down 1%. 

CEO David Sewell commented, “Overall demand remains strong. As we have highlighted, 

supply chain challenges negatively impacted our production and sales volumes. Looking at our 

markets, our demand for food and beverage products make up almost half of our packaging 

volumes. Within food and beverage, retail food demand continues to be strong with COVID 

related market gains continuing. Food service trends are improving especially in quick-serve and 

fast casual. Although these channels are experiencing ongoing labor challenges, which are 

impacting total consumption. Volumes in the retail and e-commerce channel were stable year-

over-year. This channel makes up approximately 13% of our packaging volume and our e-

commerce remains a key driver of overall box demand. The holiday buying season should be 

lengthened due to supply chain disruptions.” 

He continued, “We anticipate total projected growth rates to be in line with our overall fiscal 

2022 expectation. Sales to the beauty and healthcare markets are 12% of our packaging volume. 

These markets were significantly impacted by the pandemic, and they continue to recover as 

markets reopen. Our broad mix of end market participation enables us to remain resilient in the 

face of uncertainty and our capabilities and manufacturing footprint allows us to quickly pivot to 

meet our customers’ needs. We will continue to grow our packaging business driven by our 

unique innovation portfolio and our ability to design solutions for our customers that optimize 

primary, secondary and tertiary packaging.” 



 

Despite lingering supply chain challenges, we continue to view Westrock as a beneficiary of 

tailwinds from e-commerce (via shipping boxes). Of course, we are interested to watch how far 

the paper/packaging industry can go with increasing its prices while supply remains tight. Shares 

now trade for 10.4 and 9.6 times the fiscal 2022 and 2023 respective earnings estimates. Our 

Target Price presently resides at $69 and the dividend yield is 2.0%. 

Multinational financial services titan Allianz SE (ALIZY – $23.43) posted adjusted EPS of 

$0.59 in Q3 2021, higher than the $0.54 estimate. Operating profit, in euros, grew 11.3% year-

over-year to 3.2 billion euros, while the nine-month total is 9.9 billion euros, 82% of the full-year 

target. Allianz benefitted from a strong global recovery across all business lines, and the Asset 

Management and Life/Health segments reported best-ever third quarter results. 

CFO Giulio Terzariol explained, “[We had] a very good quarter and also a very good 9 months 

with growth in revenue, growth in operating profit. Again, even if you adjust for COVID last 

year, the growth rate in operating profit was almost double digit, a good increase, very healthy 

increase in net income. Our solvency ratio is stable, much above our target. We have paid 

between dividend buyback EUR 4.7 billion of remittances to our shareholders. And as you know, 

considering the strong underlying performance, we have also revised the outlook from upper half 



of the range to the higher end of the range. So I will say that based on where we are right now, 

we are very confident about our operating performance in the fourth quarter.” 

When asked by an analyst about inflationary pressures, Mr. Terzariol responded, “I will say we 

don’t see a widespread increase in inflation. So that’s not the case. And then clearly, it’s always a 

different situation country by country or line of business by line of business. I would say motor 

TPL, in general, we don’t see increase in inflation, and that’s also because as you know, for the 

time being, there is no real wage inflation kicking in. So from a motor liability point of view, we 

don’t see that. As you know, we don’t have exposure or meaningful exposure to workers’ 

compensation, but also for workers’ comp, that will be the same line of thing as long as you 

don’t see wage inflation, you’re not going to see necessarily an increase in severity…So if you 

ask me, do we see any impact in our numbers as we speak? No. Do expect to see an impact in the 

fourth quarter numbers? Not really. Clearly, we are monitoring this development very carefully.” 

We have been pleased to see the company navigate the negative-to-microscopic global yield 

environment better than some of its peers. While Allianz’s growth trajectory hasn’t been as steep 

as some of our other holdings, we think that it’s sustainable at this level over the long term (high-

single-digits). Of course, it certainly helps to have asset managers, including bond manager 

PIMCO, to diversify the income stream, while management has been diligent in improving 

operating ratios, minimizing losses and growing the insurance business. Shares continue to look 

attractive, trading for less than 10 times earnings, while boasting a net dividend yield of 3.4%. 

Our Target Price now stands at $34. 

Shares of Tapestry (TPR – $45.53) climbed nearly 10% on Wednesday, buoyed by strong 

results in fiscal Q1. The luxury fashion and accessory designer earned $0.82 in the period, a 45% 

improvement over a solid comparable quarter last year, and 18% better than the consensus Street 

estimate. Sales grew 26% year-over-year to $1.5 billion, a 9% improvement compared to the 

latest comparable, pre-pandemic quarter. Coach continues to represent over 90% of profits, 

which grew over 30% year-over-year. With $400 billion added to the repurchase authorization 

by the Board, management has doubled its prior expectation for buybacks from $500 million to 

$1 billion in the current fiscal year. This includes the $250 million spent last quarter at an 

average cost of $41.02. 

CEO Joanne Crevoiserat commented, “We delivered another quarter of solid performance, 

reflecting strong customer engagement and increased demand for our brands. Importantly, 

revenue trends accelerated compared to pre-pandemic levels driven by North America, as well as 

continued growth in Digital and China – two key drivers of long-term opportunity. Tapestry’s 

standout results highlight our teams’ extraordinary execution and the foundational changes 

we’ve made to transform into a more consumer-centric, data-driven, and responsive organization 

through the pillars of our Acceleration Program. Overall, our first quarter results and the 

momentum we’re delivering are evidence that our strategy, led by the Acceleration Program, is 

working. We’ve radically transformed our company, realizing material operating margin 

improvement while fueling investments in key growth areas of our business. We’re largely a 

direct-to-consumer business with a digital-first mindset, building a deeper understanding of our 

customers. We’re utilizing these capabilities along with the additional benefits of our multi-



brand platform to drive even further growth at Coach and accelerate the trajectory of both Kate 

Spade and Stuart Weitzman over our planning horizon.” 

She continued, “I’m encouraged by the growing vibrancy of each of our brands and the 

strengthening engagement with consumers, backed by the work of our talented and passionate 

teams. Our confidence is underscored by the stronger outlook for fiscal year ’22 and additional 

shareholder return plans announced today. We’ve entered the second quarter with momentum 

and have proactively put in place plans to deliver for our customers this holiday season and into 

the New Year. We are well positioned to capture market share at structurally higher operating 

margin in the years to come, creating significant value for all our stakeholders.” 

Boosted by share repurchases, management now expects $3.45 to $3.50 of EPS for the current 

year, ahead of the prior guidance for a range of $3.30 to $3.35. While fashion and accessory 

markets remain intensely competitive and consumer preference can be fickle, we continue to 

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

Shares have rallied mightily over the past year but remain below the latest peak in 2018, while 

earnings over the past year have surpassed where they were at that point. The current rate on the 

dividend remains below the pre-pandemic level, but should operational momentum continue, we 

expect a major hike to be forthcoming. With a forward P/E ratio of 13 and a present dividend 

yield of 2.2%, our Target Price for TPR has been raised to $60. 

Shares of Cardinal Health (CAH – $51.44) rallied handsomely on Friday even as the health 

care supply chain company turned in fiscal Q1 bottom-line results earlier in the week that were 

just shy of the consensus analyst estimate, and in line with the latest comparable pre-pandemic 

period. Pharmaceutical segment revenue grew 13% year-over-year, driven primarily by branded 

pharmaceutical sales growth from large pharmaceutical distribution and specialty customers. The 

more profitable Medical segment grew revenue by 5%, but profits were affected by elevated 

supply-chain costs, which management expects to abate over the latter half of the fiscal year. 

CEO Michael Kauffman commented, “Our Medical segment continues to be impacted by the 

disruptions in the global supply chain that we called out last quarter. Recently, these pressures 

have rapidly escalated and we are experiencing significantly elevated product costs due to 

international freight and commodities. While we believe the majority of these elevated supply 

chain costs are temporary, we do not expect them to return to normalized levels this fiscal year. 

As a result, we are lowering our FY ’22 outlook for Medical segment profit to adjust for these 

increased headwinds. We are taking action to mitigate these impacts across the enterprise, and 

we are reaffirming our FY ’22 EPS guidance of $5.60 to $5.90 per share. We have been on a 

journey to simplify our portfolio and strengthen our core businesses, so we are positioned for 

broad-based sustainable growth as noted in the long-term targets we’re announcing today. We 

are prioritizing investment in our strategic growth areas and in innovative solutions to meet our 

customers’ needs today and tomorrow.” 

Mr. Kauffman also mentioned the opioid settlement recently proposed, “In September, we 

announced that enough states agreed to settle to proceed to the next phase. And each 

participating state is offering its political subdivisions the opportunity to participate in the 

settlement for an additional 120-day period, which ends on January 2, 2022. At that point, each 



of the distributors and the states will have the opportunity to determine whether there is a 

sufficient participation to proceed with the agreement. If all conditions are satisfied, this 

agreement would result in the settlement of a substantial majority of opioid lawsuits filed by the 

state and local governmental entities.” 

In addition, the board recently approved a new 3-year authorization (through the end of calendar 

year 2024) to buy back up to an additional $3 billion of common stock. Management now 

expects to repurchase approximately $1 billion of shares in fiscal ’22, including the $500 million 

of share repurchases executed to date, contributing to the target for double-digit combined EPS 

growth over the long term. 

 

As a distributor, we acknowledge that Cardinal is at the brunt of the ever-present crunch to the 

global supply chain, which has eaten into already razor-thin margins. But the past year (or two) 

have demonstrated the value of a well-functioning distribution system for pharmaceutical and 

health supplies. Shares remain inexpensive at less the 10 times forward EPS estimates while the 

firm continues to generate strong free cash flow, which we believe is supported by demographic 

trends in the U.S. as the population continues to age and requires greater health care usage. The 

dividend yield is 3.8%, while our Target Price is now $83. 



German industrial conglomerate Siemens AG (SIEGY – $85.11) earned 0.68 euros per share in 

fiscal Q4 (vs. a 0.73 euro est.). Revenue came in around 20.6 billion euros (vs. a 19.3 billion 

euro est.). Sales grew 11.5% year-over-year thanks to a robust economic recovery in most 

regions, and demand growth is expected to accelerate as customers work to meet environmental, 

sustainability and digital transition targets. 

CEO Roland Busch stated, “The macroeconomic environment was and remains complex, with 

persistent pandemic-related challenges, supply chain-related risks, component shortages and cost 

inflation. Together, we mastered all these challenges very successfully so far. Many thanks go to 

all Siemens employees worldwide for their strong commitment to our customers and their focus 

on execution. This led to outstanding financial performance across all metrics. We achieved or 

even exceeded our guidance, a guidance that we raised 4 times over the course of the year. 

Revenue shows excellent growth of 11.5%. And we seized many customer opportunities as new 

orders rose impressively by 21%, up double-digits in all businesses. A book-to-bill of 1.15 bodes 

well for fiscal 2022. Our step change in performance is particularly visible in a sharp increase in 

net income to EUR 6.7 billion, well above our guided range. And I’m even more proud of an 

exceptional free cash flow of EUR 8.2 billion. This is a stunning 123% cash conversion and an 

all-time high in Siemens history.” 

CFO Ralf Thomas added, “Looking at our key vertical end markets for the next quarters, we 

expect a continuing recovery along broad-based positive sentiment in a wide range of our key 

industries. Fundamentals of investment demand for automation and digitalization, driven by 

labor shortages, transformation towards more sustainability and focus on resilience of industrial 

value chains, are intact and beneficial for Siemens way forward… On Siemens AG Group level, 

we anticipate mid-single-digit comparable revenue growth and again a book-to-bill ratio above 1. 

As introduced at the Capital Market Day, we will switch to earnings per share pre-PPA as a key 

guidance performance indicator to give better transparency on operational improvement. We 

expect EPS pre-PPA in the range of EUR 8.70 to EUR 9.10, clearly up from fiscal ’21 level of 

EUR 8.32.” 

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

dividend” policy going forward. The board proposed a dividend of 4 euros per German-traded 

share (which closed at 148.40 euros on Friday), which should pencil out to about $2.23 per U.S.-

traded share before customary taxes. Siemens’ previous 3 billion euros share buyback program 

has been completed and the company will start a new 3 billion euros share buyback program this 

month and it’s expected to last through 2026. On the earnings front in dollar terms, analysts 

expect SIEGY’s EPS to grow from $3.75 this year to $5.66 by 2024, putting the P/E around 22 

in the near term and 15 for 2024. Given the potential ahead, we think that SIEGY remains 

attractively priced. Our Target Price has been hiked to $105. 

Shares of Walt Disney (DIS – $159.63) plunged after the company reported weaker-than-

expected Disney+ subscriber growth in fiscal Q4. Subscribers for the streaming platform grew by 

1.8% quarter-over-quarter to 118.1 million (vs. 119.6 million consensus estimate), while EPS 

was $0.37 (vs. $0.49 est.) and global revenue was $18.53 billion (vs. $18.78 billion est.). The 

company’s Media and Entertainment Distribution revenue rose 3.2% quarter-over-quarter to 



$13.08 billion and Parks, Experiences and Products revenue rose 26% quarter-over-quarter to 

$5.45 billion. 

CEO Bob Capek said, “And as we head into fiscal ’22, we remain keenly focused on advancing 

them to drive our continued growth. First and foremost, telling the world’s most original and 

enduring stories; second, maximizing the synergy of our unique ecosystem to deepen consumers’ 

connection to our characters and our stories; and lastly, using the power of our far-reaching 

platforms and new technologies to give consumers the best entertainment experience possible… 

This Friday, we will celebrate the 2-year anniversary of the launch of Disney+ with our first ever 

Disney+ Day, a global company-wide celebration. We are enormously proud of all that we’ve 

accomplished with the service in just the first 2 years. It has exceeded our wildest expectations, 

and we are so excited for what’s to come. With this in mind, we have numerous activations 

planned across the entire company for Disney+ Day, including the streaming premiere of 

Marvel’s Shang-Chi and the Legend of the Ten Rings, which has already surpassed $430 million 

at the global box office.” 

Mr. Capek mentioned that the company’s new annual pass program is off to a strong start, “In 

late August, Disneyland Resort launched Magic Key, the new annual membership program that 

is resonating strongly with legacy annual passholders, while also attracting new passholders. In 

fact, about 40% of current sales are to new passholders. And most Magic Key holders have 

purchased the top 2 tiers: Dream Key and Believe Key, with Dream Key selling out in just 2 

months. We’re also seeing a great response to the new annual passholder program at Walt 

Disney World, a testament to the demand for our in-park experiences and the success of our 

yield management strategy.” 

Sharing his thoughts on the Parks segment, Mr. Chapek continued, “Our parks around the globe 

now have more to offer guests than ever before with our new offerings, and we’re making it even 

easier for them to have the best time imaginable tailored specifically to their individual needs 

and preferences in a way only Disney can. Our company is truly unique and that we have a 

significant presence in the physical world through our parks and resorts as well as media 

entertainment assets in the digital world. And it is incredible to see how our use of emerging 

technology and insights gained through our enumerable consumer touch points is enabling us to 

transform the way people interact with and experience our stories and products in both worlds.” 

Mr. Chapek closed, “The Walt Disney Company has a long track record as an early adopter in 

the use of technology to enhance the entertainment experience, Steamboat Willie, the first 

cartoon with synchronized sound, our groundbreaking development and use of audio 

animatronics. We were the first to distribute downloaded content on the new Apple iPod back in 

2005. Pixar has been a pioneer in computer animation. These are just a few examples. Suffice it 

to say, our efforts to date are merely a prologue to a time when we’ll be able to connect the 

physical and digital worlds even more closely, allowing for storytelling without boundaries in 

our own Disney metaverse. And we look forward to creating unparalleled opportunities for 

consumers to experience everything Disney has to offer across our products and platforms 

wherever the consumer may be. As we look ahead to this next frontier, given our unique 

combination of brands, franchises, physical and digital experiences and global reach, we see 



limitless potential and that makes us as excited as ever about The Walt Disney Company’s next 

100 years.” 

We thought Disney’s results were solid and note that Disney’s target for Disney+ subscribers is 

between 230 million and 260 million by the end of fiscal 2024. Disney is a long way from that 

number, but with the service expanding to new international markets and Disney+ serving as a 

nice complement to other streaming services, we think it remains an accomplishable goal. The 

dividend has yet to be reinstated and management did not discuss its status on the call, but our 

Bloomberg data suggests that it might be brought back in mid-2022. Disney earnings are 

projected to grow from $2.29 per share this year to $4.51 next year and near $7.00 by 2024. That 

makes the near-term valuation metrics a little bit expensive, but we think the long-term outlook 

plus Disney’s high-quality business makes it a core component in our broadly diversified 

portfolios. Our Target Price is $202. 
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