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Market Review 

Not without a sizable selloff on Wednesday, the two-year anniversary of the COVID-19 stock 

market bottom on March 23, 2020,… 



 

…the equity rebound continued last week,… 



 

…despite a massive leap in the yield on the benchmark 10-Year U.S. Treasury. 



 

We suppose we could argue that news out of Ukraine did not get markedly worse,… 



 

…while, on average, rising interest rates historically have not pushed stock prices down,… 



 

…with the only conclusion one might draw from the weight of ninety years of historical 

evidence being that a higher long-term Treasury yield is not good for long-term corporate or 

government bonds. 



 

This is especially true today, with interest rates having resided at microscopic levels for quite 

some time and many fixed income investors suffering losses of huge magnitude relative to the 

modest returns they were hoping to earn,… 



 

…and compelling them to head for the exits on their bond mutual and exchange traded funds, 

with some of those dollars, happily, making their way into U.S. equities. 



 

We can’t blame those folks for arguably seeking safety in stocks, given that the Federal Reserve 

is likely to raise the Fed Funds rate quite a few more times this year,… 



 

…and equities have proven to be an excellent hedge against high inflation, on average, since 

1927 and 1957. 



 

***** 

We realize that many are concerned that Jerome H. Powell & Co. tightening monetary policy 

will be a headwind for stocks, despite what actually has occurred over the past five decades,… 



 

…with some pundits arguing that investors should abandon equities, again contrary to what the 

data indicate, as an economic recession could be in the cards. 



 

Those supposed experts often point to a possible yield-curve inversion (we are not yet there) as a 

harbinger of recession, without bothering to include what has happened to stocks when such an 

event has transpired. 



 

Of course, an economic contraction this year or next is NOT the present view of the Federal 

Reserve,… 



 

…while the latest weekly unemployment numbers just hit five-decade lows,… 



 

…and the forward-looking PMI tallies on the health of the factory and services sectors from S&P 

Global Markit came in better than expected at an eight-month high. 



 

True, some of the economic stats out last week were disappointing,… 



 

…and rising mortgage rates are weighing on the housing sector,… 



 

…while there was a modest downtick in the most recent forecast for Q1 U.S. GDP growth,… 



 

…but the outlook for corporate profit growth remains strong. 



 

***** 

Past performance is not a guarantee of future performance, and we concede that the data sets 

presented above include some disconcerting members. We also suspect that equity markets are 

likely to remain volatile (the futures are again showing that the week will get off to a poor start), 

as they react to geopolitical events, commodity fluctuations, interest rate gyrations and 

proclamations from Federal Reserve officials,… 



 

…but we remain firm in our belief that time in the market trumps market timing,… 



 

…while long-term-oriented investors know quite well that patience is a key component of 

success with stocks. 



 

We also sleep better at night knowing that our portfolios sport reasonable valuation metrics and 

generous dividend yields,… 



 

…while we think that there are plenty of opportunities to add stocks to portfolios that are still off 

significantly from their highs. 



 

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 stocks that had news 

out worthy of mention last week. 

As if fertilizer markets didn’t have enough with which to contend, news of stalled labor 

negotiations between workers and Canadian Pacific Railway helped send shares of crop nutrient 

giants Mosaic (MOS – $71.34) and Nutrien Ltd. (NTR – $108.43) to new 52-week highs last 

week. CP is one of Canada’s largest railways and a primary mode of transporting potash out of 

Canada’s Saskatchewan region. 

Nutrien CEO Ken Seitz expressed frustration about the CP incident in a recent interview, “This 

is now more than ever an essential service. We certainly deem it to be such. The world really 

doesn’t need any more supply-side events, and certainly in the crop nutrient space.” Mosaic said 

https://theprudentspeculator.com/dashboard/


on Monday in a press release that it was feeling logistical constraints from rail delays in Canada 

and central Florida which have affected volumes across segments. Management now expects 

sales volumes for the first quarter of 2022 to be at or near the low end of previous guidance 

ranges for both Potash and Phosphates. 

But higher prices have more than offset the effects from lower volumes, and with fertilizer 

exports from two of the world’s highest-producing countries (Russia and Belarus) on pause and 

feedstock energy prices elevated, to say the least, the latest hiccup is expected to further boost 

prices that are already at record highs. Consequently, consensus earnings estimates continue to 

climb with analysts now projecting profits this year of $10.90 per share for Mosaic and $12.80 

for Nutrien, a big jump since February. 

We continue to doubt the confluence of global events will resolve for some time and ought to 

keep fertilizer supplies tight for the foreseeable future, but we acknowledge that commodities 

have a tendency to swing wildly. As such, we would be inclined to trim outsized positions of 

both names, as the gains this year and last have been sensational. Long-term trends in agriculture 

appear supportive of both companies irrespective of global conflict, particularly as fertilizers are 

a necessary input to meet demands from a growing global population given limited real estate. 

We remain patient with our current exposure noting that MOS remains well below its high from 

the last time (in 2008) fertilizer prices were near the recent levels (NTR started trading in 2018). 

Our Target Prices for both are variable at present, with $73 the current fair value measure for 

MOS and $114 for NTR. 

As our founder Al Frank liked to say, nothing wrong with selling a little and keeping some, 

should position sizes be well above 1.2% to 1.5%. That is the same view we have with another of 

our ag-related names that has been getting some time in the sun. A 10% spike last week pushed 

shares of Archer Daniels Midland (ADM – $92.32) to a nearly 40% year-to-date return. The 

rally makes sense, in our view, given elevated demand and pricing of global feedstocks. 

A decade of divestments and portfolio investments in plant automation and its supply chain, 

coupled with efforts to optimize its businesses segments have positioned the food processing and 

commodities trading giant to benefit in a time when its end markets need the company more now 

than they likely have in a long time. Indeed, major exporters of feedstocks are impacted by the 

Russian invasion of Ukraine and others have taken protectionist measures in Europe and beyond: 

Ukraine is usually responsible for 10%, 14% and half of respective global wheat, corn and 

sunflower oil exports, while countries like Indonesia (the number 1 global producer of palm oil), 

Argentina (major soybean meal and oil exporters) and Egypt (flour, lentils and wheat) have 

turned inward. 

ADM shares trade for less than a market multiple on consensus estimated 2022 EPS and have a 

dividend yield of 1.7%, but similar to our fertilizer holdings, we would not fault anyone for 

taking profits or trimming overweight positions, given the significant run in the stock. We are 

comfortable with our current exposure and for the time being have bumped our Target Price for 

ADM to $96. 



With much anticipation, the Federal Open Market Committee voted at its latest meeting to raise 

its target for the Fed Funds rate by 25 basis points to a range of 0.25% to 0.50%. The increase is 

the first of 10 or more hikes to the benchmark rate expected through 2023, with some market 

observers anticipating as many as 9 increases this year alone. Such action ought to be quite 

positive for U.S. banks, which have had to contend with record-low market interest rates 

throughout the pandemic. 

After a 38% total return in 2021, the KBW Bank Index is down a smidge year-to-date, but we 

think the story isn’t over as these institutions are able to lend for higher yields. And we expect 

loan demand to pickup from subdued levels throughout the pandemic although supply supply 

constraints could hamper borrowing in the near term. We admit that longer-term rates haven’t 

moved quite as fiercely as those of shorter-maturity instruments (flattening the yield curve), and 

several hikes to the target Fed Funds rate could affect borrowing costs for these institutions. But 

we think any increases to deposit rates to lag those of the Fed’s benchmark given the boost to 

deposit levels across the sector. 

Moreover, we point to the announcement last December, when Jerome Powell & Co. elected to 

double the pace of the tapering of its bond purchase program (from $15 billion to $30 billion per 

month), a decent portion of which is exposed to longer-dated maturities. Also, not to be 

overlooked is that most bank balance sheets are in fantastic shape, with plenty of loan-loss 

reserves and low levels of non-performing assets. 

We note that the ratio of loan balances relative to deposits for many banks, especially the money 

centers like Bank of America (BAC – $43.73), JPMorgan Chase (JPM – $141.92) and 

Citigroup (C – $56.74), remain well below that before the pandemic, providing lots of cash to 

deploy into higher yielding loans. The different banks that we own have varying levels of asset 

sensitivity, but most are positioned to benefit as an increasing amount of variable loans move off 

their floor rates the further we get into the rising rate cycle. And, most had already begun pricing 

loans at higher rates even before the latest Fed Funds hike. Yes, we like all of our bank-stock 

children equally, but we also call attention to Comerica (CMA – $97.04) and Bank OZK (OZK 

– $43.80), with elevated exposure to variable-rate loans. 

NetApp (NTAP – $85.69) hosted its annual Investor Day on March 22, three weeks after 

reporting its Q3 results. Shares dipped more than 4% last week, even though the provider of 

storage and data management solutions launched a new $1 billion share buyback and offered 

solid guidance for 2025. 

CEO George Kurian said, “Two years ago, when we met here in September 2020, we were right 

in the middle of the pandemic. We saw enormous disruptions but also the acceleration of 

fundamental trends that we had been predicting. And what we told you then at our Investor Day 

was the following 6 cornerstones of our strategic and financial plan. Software leadership and 

trusted relationships with industry leaders positioned us uniquely. When combined with focused 

execution and disciplined management, we will deliver shareholder value. Fast forward to today 

very simply, we delivered on our commitments further distancing ourselves from all of our on-

premises competitors. Revenue growth of 11%, public cloud ARR growth accelerating to 98% 



all-flash arrays at 23% year-on-year revenue growth, positioning us unquestionably in a 

leadership position in the growth segments of the enterprise storage market.” 

Mr. Kurian continued, “A growing part of our total business is coming from high-margin 

software, cloud and recurring revenue, providing a high-margin, stable foundation of cash flow, 

and we’ve expanded our cloud partnerships with the world’s leading hyperscale cloud providers 

with a first-party service on Amazon Web Services, a fast-scaling partnership with Microsoft and 

early results with Google Cloud. And we’ve done all of this while delivering record operating 

margin, investing for growth and returning capital to shareholders. So to summarize, we 

delivered on our commitments while further distancing ourselves from all of our on-premises 

competitors.” 

Looking ahead, Mr. Kurian said, “We have extended the benefits of NetApp to solve customers’ 

multi-cloud challenges around data with the Data Fabric and around infrastructure and 

operational management with the cloud operations suite, and it positions us uniquely in the 

market with a differentiated portfolio that can address a broad range of needs for all applications 

on one cloud and across multiple clouds…This creates a big and growing opportunity, allowing 

us to participate in a total addressable market of $96 billion in 2025, growing at 8% CAGR from 

roughly $75 billion in 2021.” 

We were pleased to see the new buyback program and the guidance was generally in line with 

our expectations. The CAGR (compound annual growth rate) target was actually a bit above our 

expectations. While we prefer to have a margin of safety, a slightly increased EPS growth rate 

bumps our Target Price by $1 to $105. Overall, our opinion on NTAP has not changed since our 

update in February. We appreciate the exposure to the secular growth of public cloud, and its 

history of returning cash to shareholders. The dividend has been increased at a rapid rate since 

initiation (in 2013) and the stock now yields 2.3%, while the company’s balance sheet shows the 

ability to hike the payout again. 

While shares of Moderna (MRNA – $165.92) had moved sharply higher over the previous two 

weeks, the biotech giant’s Vaccines Day event last week was not greeted with enthusiasm. The 

company’s shares are down 35% this year (and roughly at the same level that we initially 

recommended them), and it seems that some analysts are having some hesitancy making the 

jump from the COVID vaccine to other therapies, vaccines or cures. Even though a large part of 

our interest in MRNA stems from the ability to parlay mRNA’s success into other areas, we 

appreciate this concern because Moderna needs the cash flow from the COVID vaccine to 

finance the future. 

CEO Stephane Bancel said, “Before the pandemic, too many people forgot the profound impact 

of vaccination. First, on health, preventing disease, some vaccine preventive cancer and having a 

huge societal impact in terms of ability to afford vaccines and access, the empowerment of 

women and mothers, and of course, the huge economic impact. If you look at the impact of 

vaccination on health over the last, let’s say, 20 years, it has been really profound… the [rubella] 

vaccine has been a key contributor in the global reduction of under 5 years of age mortality since 

2000… If you look at the U.S., between 1994 and 2013, the CDC has estimated around $1.3 

trillion that have been saved because of vaccines.” 



Mr. Bancel continued, “We are extremely proud and excited about the work our team has 

realized in the lab, in the clinic, and now in the commercial world. The company today, just in 

vaccines, has 31 development programs, 19 of which are in the clinic, 4 are in Phase III, and we 

have, as you all know, 1 approved product. If you look at the massive advantage of technology, 

we have 9 viruses for which there is unmet medical need, where there is no vaccine available on 

the market. We have 8 combination vaccines and 7 vaccines against latent viruses. So today, we 

are very excited about a lot of new data that we’re going to be sharing and also a lot of news that 

have come in, in the last 48 hours. As you know, we have announced a new development 

candidate that we’re very excited about, the COVID + Flu + RSV, mRNA-1230. And also, we 

are very happy about, and for those of you who attended Vaccine Day last year, we talked a lot 

about one of the human coronavirus that circulates in the community pre the pandemic, which is 

OC43…We’re also very happy today to share with you for the first time the mRNA-1283, which 

is, as you might recall, the next-generation COVID-19 vaccine with up to 2 years of storage in a 

regular fridge, and that data will be shared with you today by the team.” 

Moderna reported that it has 70 million doses (worth $21 billion) of firm COVID vaccine 

(Spikevax) orders in 2022, while the company is also evaluating the benefits of a new booster. 

The 2022 dose order does not include an order from the U.S. government, resulting in a sales 

figure that could end up well above $21 billion depending on U.S. demand. 

The company’s flu vaccine, mRNA-1010, saw antibody responses. However, on the risk side, 

program leader and Senior Director of MRNA’s Infectious Disease Development division, Dr. 

Raffael Nachbagauer, said, “If we look at the safety profile, we generally see that mRNA-1010 

shows higher reactogenicity compared to Afluria. And we see an increase in reactogenicity in a 

dose-dependent manner…the main drivers of that were pain and axillary swelling and 

tenderness. And the same patterns we’re seeing for the systemic adverse reactions were — the 

main drivers were myalgia, headache and fatigue. But importantly, we didn’t see any serious 

adverse events related to study vaccine, and we did not meet any pause rules through day 

29…Again, the adverse reactions were higher in the mRNA-1010 groups compared to the 

Afluria group, but we didn’t see any significant safety concerns, which brings me to the overall 

summary of our Phase II interim data.” 

We like Moderna’s trajectory and respect the risk (and potentially large reward) that comes with 

leveraging mRNA technology in a new way. No doubt, the pipeline is broad and is financed by 

the COVID vaccine. That means that for MRNA to achieve our Target Price (and beyond), there 

will need to be a new marketable vaccine with high efficacy to join the Spikevax franchise. Of 

course, boosters and new COVID variants could extend the R&D runway dramatically. Our 

Target Price for MRNA is presently $279. 
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