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Omicron – Rising Cases But Pfizer Antiviral Remains Very Promising 
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Stock News – Updates on PFE, MDT, IBM, FDX & JBL 

Market Review 

The week just ended was a volatile one with big moves occurring in both directions before the 

major market averages ended well into the red at Friday’s close. 



 

Clearly, significant increases in Omicron cases around the world did not help matters, even as 

the severity of the latest COVID-19 Variant of Concern still seems to be relatively mild and 

Pfizer’s oral antiviral remains very promising. 



 

With trading volumes likely to be lighter in the week ahead, news on the health front will remain 

very important to the near-term direction of stocks (the futures are suggesting a selloff at the 

open when trading resumes today), even as equities have managed to hold up well against the 

COVID-19 Variants of Concern thus far,… 



 

…and against viruses in general over the years. 



 

In reality, Omicron was probably a supporting actor last week. The Federal Reserve was the star 

of the show,… 



 

…with Jerome Powell & Co. eliminating “transitory” from its inflation vocabulary and doubling 

the rate of the reduction of bond purchases to $30 billion per month so the buying program is 

now on track to end in March. 



 

The Fed also offered new economic projections that raised the 2022 outlook for U.S. GDP 

growth… 



 

…and suggested the likelihood of as many as three hikes in the Fed Funds rate in 2022,… 



 

…and a continuation of the improvement in the employment situation. 



 

No doubt, the strength of the economy is uncertain, with consumers not as willing to open their 

wallets in November,… 



 

…and the factory and services sectors seeing a modest drop in activity this month. 



 

On the other hand, the latest housing numbers were favorable,… 



 

…and confidence measures improved somewhat. 



 

Obviously, time will tell how robust economic growth is next year, but Chair Powell was 

relatively upbeat in his comments at his Press Conference last week: 

Economic activity is on track to expand at a robust pace this year, reflecting progress on 

vaccinations and the reopening of the economy. Aggregate demand remains very strong, buoyed 

by fiscal and monetary policy support and the healthy financial positions of households and 

businesses. The rise in COVID cases in recent weeks, along with the emergence of the Omicron 

variant, pose risks to the outlook. Notwithstanding the effects of the virus and supply constraints, 

FOMC participants continue to foresee rapid growth; as shown in our Summary of Economic 

Projections, the median projection for real GDP growth stands at 5.5 percent this year and 4 

percent next year. 

Amid improving labor market conditions and very strong demand for workers, the economy has 

been making rapid progress toward maximum employment. Job gains have been solid in recent 

months, averaging 378,000 per month over the last three months. The unemployment rate has 

declined substantially, falling six tenths of a percentage point since our last meeting and 

reaching 4.2 percent in November. The recent improvements in labor market conditions have 

narrowed the differences in employment across groups, especially for workers at the lower end 

of the wage distribution, as well as for African Americans and Hispanics. Labor force 



participation showed a welcome rise in November but remains subdued, in part reflecting the 

aging of the population and retirements. In addition, some who otherwise would be seeking work 

report that they are out of the labor force because of factors related to the pandemic, including 

caregiving needs and ongoing concerns about the virus. At the same time, employers are having 

difficulties filling job openings, and wages are rising at their fastest pace in many years. How 

long the labor shortages will persist is unclear, particularly if additional waves of the virus 

occur. Looking ahead, FOMC participants project the labor market to continue to improve, with 

the median projection for the unemployment rate declining to 3.5 percent by the end of the year. 

Compared with the projections made in September, participants have revised their 

unemployment rate projections noticeably lower for this year and next. 

Those observations in mind, we think that corporate profits will continue to show solid growth 

next year and into 2023, which we believe is supportive of higher equity prices. 

 

***** 

Considering what happened to long-term U.S. government bonds (and equities) in the previous 

Fed Tapering back in 2013/2014,… 



 

…it was somewhat surprising to see investors gravitate toward the 10-Year U.S. Treasury last 

week,… 



 

…with the drop in bond yields, in our view, adding to the appeal of equities,… 



 

…especially considering that stocks, led by Value, have enjoyed solid returns, on average, 

during Fed tightening cycles,… 



 

…while the historical evidence also shows good performance, on average, whether the Fed 

Funds rate is moving higher (and lower). 



 

Certainly, this does not mean that stocks are without downside risk as we know that anything can 

happen, especially in the short run, but we continue to think the odds favor the long-term equity 

investor,… 



 

…while the contrarian in us liked what we saw last week on the sentiment front. 



 

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 five of our stocks that reported 

quarterly results last week or had news out worthy of mention. 

Despite pulling back on Friday, shares of Pfizer (PFE – $59.48) continued their ascent, rising 

more than 12% last week as the pharmaceutical giant announced an acquisition, a dividend 

increase and that it now sees 2022 vaccine sales of $31 billion. 

On Monday, Pfizer said that it would acquire for approximately $6.7 billion in cash Arena 

Pharmaceuticals, a clinical stage company developing innovative potential therapies for the 

treatment of several immuno-inflammatory diseases. “The proposed acquisition of Arena 

complements our capabilities and expertise in Inflammation and Immunology, a Pfizer 

innovation engine developing potential therapies for patients with debilitating immuno-

https://theprudentspeculator.com/dashboard/


inflammatory diseases with a need for more effective treatment options,” said Mike Gladstone, 

Global President & General Manager, Pfizer Inflammation and Immunology. “Utilizing Pfizer’s 

leading research and global development capabilities, we plan to accelerate the clinical 

development of etrasimod for patients with immuno-inflammatory diseases.” 

In addition to continuing to invest in building out its pipeline, the company said it would be 

raising the quarterly dividend on its common stock to $0.40 per share. “The increase in dividend 

is a direct reflection of our strong financial performance and continued confidence in our current 

product portfolio and R&D pipeline,” said CEO Dr. Albert Bourla. 

Last, but certainly not least, PFE officials gave some updates on Friday concerning their 

COVID-19 vaccine and potential oral anti-viral COVID-19 treatment (Paxlovid). With many 

more people globally needing to be vaccinated, and the call for booster shots to spike antibodies 

to fight against the Delta and Omicron variants, PFE now sees 2022 COVID-19 vaccine sales 

climbing to $31 billion vs the $29 billion previously projected. That said, the company said it 

actually will have the ability to produce 4 billion doses in the year if needed. 

During the analyst update, there weren’t many in-depth details on Paxlovid, but there is still a lot 

of buzz as this would give PFE not only the vaccine for prevention, but also treatment for those 

that become infected. Management continued to share that Paxlovid showed a very strong ability 

to keep high-risk patients out of the hospital and/or keep them without severe symptoms, and 

currently is still being studied within standard risk patients. The testing is occurring within 5 

days of the onset of symptoms. PFE says that it believes it can produce 80 million treatment 

courses in 2022. 

Considering Pfizer overall, we continue to think there is still plenty of revenue opportunity 

related to the virus, both from boosters (and the possibility that the boosters are needed annually 

like a flu shot) and from the antiviral pill. We also believe that the market underappreciates 

Pfizer’s emerging pipeline of products, which expands with the purchase of Arena, and 

management’s increasing confidence in its organic growth potential. Shares trade for just 10.2 

times COVID-boosted NTM earnings expectations and boast a dividend yield of 2.7%. Our 

Target Price for PFE has shot up to $69. 

Providing the reminder that undervalued stocks can always become more so, sentiment further 

soured for Medtronic PLC (MDT – $100.63) on the news that the medical device maker had 

received a warning letter from the Food & Drug Administration. The FDA letter was a result of 

an inspection of its Diabetes HQ, and as a result, the company will recall its MiniMed™ 600 

series insulin infusion pump as well as a remote controller device for MiniMed™ 508 and 

Paradigm™ pumps. We gather that Medtronic’s Minimed 508 is no longer being marketed as it 

is not listed on the current product site, and the latest versions are 700 series products. Of course, 

the warning could lead to a delay in the FDA approval of its latest version (the 780G automated 

insulin delivery (AID) system) as well as possible reputational damage with the regulator. 

We note that this is not the first warning Medtronic has received in recent years, having been 

issued a letter in 2018 regarding its Cardiac Unit, resulting in the recall of the Medtronic Cardiac 

Resynchronization Therapy with Defibrillation (CRT-Ds) and Implantable Cardiovert 



Defibrillators (ICDs) models over a defect in the manufacturing process. As for the latest issue, 

management released a statement suggesting that, “Medtronic is not recommending any action 

by patients or their healthcare providers as a result of this warning letter.” 

Given that sales from Diabetes products were $2.5 billion out of more than $30 billion generated 

in fiscal 2021 (ended April), we suspect that the latest punishment of the stock may not fit the 

crime, insofar as operating performance is concerned. As we wrote just a few weeks ago, despite 

the latest rough patch, we still think very highly of MDT’s terrific products for acute procedures 

and pipeline for a variety of chronic diseases. Additionally, and notwithstanding any hits to near-

term performance from COVID-19 (or the FDA warning letter for that matter), we think 

Medtronic’s competitive position in the med-tech space will remain intact. After a nearly 20% 

slide since September, we find shares of high-quality MDT attractive with a forward P/E ratio of 

17, far below where they usually trade. The dividend yield is 2.5% though we have trimmed our 

Target Price to $141. 

Just over a month since International Business Machines (IBM – $127.40) spun off its 

technology services business into Kyndryl Holdings (KD – $18.28), CEO Arvind Krishna has 

vowed to refocus Big Blue on the cloud and artificial intelligence to bring mid-single-digit 

growth by next year. In a conversation last week with Bloomberg, Mr. Krishna referenced the 

more than a dozen acquisitions in these areas the firm has completed over the past year as 

evidence of the transformation. And some market watchers have even gone as far as deeming 

Mr. Krishna the next Satya Nadella, in a reference to Mr. Nadella’s makeover of Microsoft into a 

cloud services powerhouse. 

Like many, we are skeptical given our view of the enormity of the task at hand as certain 

businesses remain in decline (i.e. transaction processing software). On the one hand, we are 

pleased to see IBM double down on fast growing areas of technology with arguably much 

brighter prospects than the mainframe services business that was recently spun out. On the other, 

the firm’s ability to commercialize its latest innovations are in question, given several false-starts 

in recent years even as competitors have raced ahead. Of course, given the gradual revenue slide 

over the past decade, should Mr. Krishna capitalize on his goal to achieve steady revenue growth 

in the quarters and years ahead, we think that there is tremendous upside potential in the stock 

price. In the interim, IBM continues to produce significant cash flow to support a substantial 

dividend (the yield is over 5%) and trades under 12 times estimated next-12-month EPS (a far 

lower earnings multiple than other major cloud players). At times a contentiously debated stock 

within our Investment Team, we are for the time being content to remain patient as management 

executes its current strategy. Our Target Price is $155. 

Shares of FedEx (FDX – $250.32) gained 5% after the company reported a fiscal Q2 2022 that 

topped analyst estimates. The shipper earned $4.83 per share (vs. $4.27 est.) and had revenue of 

$23.5 billion (vs. $22.4 billion). After lowering fiscal 2022 guidance in September, management 

raised guidance back to the original level offered in June. FDX expects full-year EPS between 

$20.50 and $21.50 and capital expenditures around $7.2 billion, compared with $5.9 billion for 

2021. 



CEO Fred Smith commented, “We are seeing strong levels of volume in our network given 

unprecedented levels of shopping and shipping this holiday season. FedEx Ground had an 

outstanding Cyber Week, with 100 million packages picked up during the first official week of 

peak. Our ability to handle this influx of packages has been years in the making as we’ve taken 

deliberate steps to enhance our unparalleled network to support customers, large and small. This 

includes strategically adding more capacity across our network to support our growing customer 

base.” 

Looking ahead, Mr. Smith said, “The FedEx business has been built over nearly 5 decades. And 

during that time, we have built networks and capabilities that are differentiated from our 

competitors and nearly impossible to replicate. Our customers and their customers value these 

networks and capabilities as we enable global supply chains to stay connected. This has never 

been illustrated more clearly than during the last two years of the global COVID pandemic. Our 

industry has proven to be absolutely critical in delivering during this pandemic, whether it is 

business-to-business or e-commerce. And within this industry, our strategy is unique. Our future 

growth and profitability will be driven by our strategy, and we will drive total shareholder value 

over the immediate, mid- and long term. There is solid momentum in our base business as we 

continue to lean into the dynamic growth of e-commerce amid a robust pricing 

environment…Ongoing investments, network capacity, automation and technology have helped 

FedEx build the most flexible and most responsive network in the industry, affording us 

significant competitive advantages.” 

CFO Mike Lenz added, “[FedEx’s] improved outlook represents another outstanding financial 

year with a year-over-year increase in adjusted EPS ranging from 13% to 18%, following our 

strong 2021 results. While the second quarter exceeded our expectations, uncertainty remains 

across many fronts, including the labor market. We are closely monitoring developments related 

to the federal vaccine mandate, ongoing pandemic developments and inflation as we consider our 

outlook. Labor headwinds will persist in Q3, but the labor availability and network inefficiency 

component will continue to mitigate as we move through the quarter, given our progress to date 

and plans to address this. In addition, we do not expect a recurrence of approximately $1 billion 

in notable second half headwinds from a year ago that included the timing of variable 

compensation expense, historic severe winter weather, a onetime Express frontline bonus and our 

commitment to the Yale Carbon Capture initiative.” 

The FDX benefit from the online spending boom has been dampened in part by the tight labor 

market. The company estimates that there was a $470 million negative impact from higher costs, 

which can be disaggregated into $230 million from higher transportation rates and $240 million 

from network inefficiencies due to labor shortages. FedEx also continues to spend capital to 

improve the business, including on its European operation, sorting facilities and delivery 

equipment. 

Nonetheless, we think FDX shares remain inexpensive. With more than $20 of EPS expected in 

fiscal 2022 and nearly $23 in 2024, the forward P/E ratios are 12x and 11x, respectively, while 

the quarterly dividend of $0.75 per share could be increased. We appreciate that FDX has been 

using its free cash flow to grow the business, manage its debt load in its infrastructure-intensive 

business and make fleet changes. Our Target Price for FDX has been hiked to $370. 



Electronic manufacturing services firm Jabil, Inc. (JBL – $65.58) earned an adjusted $1.92 per 

share in Q1 of fiscal 2022 (vs. $1.80 est.), a 20% improvement over the same quarter a year ago. 

Net revenue for the period was a record $8.57 billion, an increase of 9% year-over-year. JBL 

benefitted from strong demand from its health care, automotive and mobility clients in the DMS 

segment. The EMS segment also saw broad-based strength, resulting in a year-over-year revenue 

increase above 7%. 

CFO Mike Dastoor explained, “Both segments [DMS and EMS] are in incredibly good shape. In 

September, I highlighted several long-term sustainable secular trends in strategically important 

end markets, such as Healthcare, Automotive, Cloud, Semi-Cap, 5G Infrastructure and the 

associated connected devices, along with power generation and energy storage. For the 

remainder of FY ’22 and beyond, we continue to expect these secular trends to drive strong 

growth. Our electric vehicle business, in particular, continues to outperform in spite of global 

supply chain issues as the transition to ED accelerates. And importantly, our broad-based growth 

associated with these secular trends is expected to drive solid year-over-year core operating 

margin expansion in both segments, all of which gives us confidence in our ability to deliver 

strong financial results for FY ’22. And a balanced capital allocation framework approach is 

aligned and focused on driving long-term value creation to shareholders.” 

Mr. Dastoor continued, “Turning to our second quarter guidance. DMS segment revenue is 

expected to increase 4% on a year-over-year basis to $3.8 billion, while the EMS segment 

revenue is expected to increase 14% on a year-over-year basis to $3.6 billion. We expect total 

company revenue in the second quarter of fiscal ’22 to be in the range of $7.1 billion to $7.7 

billion. Core operating income is estimated to be in the range of $290 million to $350 million. 

Core diluted earnings per share is estimated to be in the range of $1.35 to $1.55.” 



 

Jabil ended Q3 with cash balances near $1.2 billion and $3.2 billion in available credit facilities 

(plus an additional $2.6 billion of debt outstanding at 3.38% with 6 years to maturity). Although 

JBL has a very modest dividend yield just shy of 0.5%, the company repurchased 2.1 million 

shares for $127 million. The company announced a new $1 billion buyback program back in 

July, extending the repurchases through 2023. 

JBL gained nearly 3% following the report, bringing the YTD return above 55%. Management 

anticipates ongoing supply chain challenges (they are embedded in JBL’s guidance), while 

demand for semiconductors has outstripped supply since 2019. We like the company’s strong 

execution, diverse business (which management has worked consistently to improve since 2016) 

and very inexpensive valuation. Shares trade for less than 10 times forward earnings and analysts 

expect EPS growth of at least 7% in the upcoming three years. Even though we trimmed some of 

our JBL position earlier this year, we like the exposure JBL gives us to multi-year tailwinds in 

Cloud, 5G and the electrification of automobiles. Our Target Price has been increased to $81. 
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