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Market Review 

As discussed on our April 8 Sales Alert, we sold 215 shares of AT&T (T – $19.54) at $19.675 

for Buckingham Portfolio on Tuesday, April 12. That day, we also sold the 52 shares of Warner 

Brother Discover (WBD – $24.18) at $24.15 that were received via spin-off a few days earlier. 

We will use those sale prices to close out the 488 and 485 T shares respectively held in our 

hypothetical portfolios, Millennium and PruFolio, as well as the 118 WBD shares held in the 

former and 117 WBD shares held in the latter. 

***** 

It was more of the same for the holiday-shortened trading week, with the war in Ukraine 

continuing to dominate the headlines,… 



 

…the yield on the 10-Year U.S. Treasury climbing to a new three-year high,… 



 

…and Value stocks, despite losing ground over the four days, adding to their performance 

advantage over Growth stocks this year and since Halloween. 



 

Of course, the financial press did its part to highlight the supposed negatives, while glossing over 

the positives,… 



 

…with many suggesting that higher interest rates should make bonds more appealing, despite the 

recent exodus out of fixed income funds and ETFs,… 



 

…and historical evidence that, on average, shows something far different. 



 

***** 

That is not to suggest that the worries that are front and center these days should be ignored, but 

we continue to like what Vannever Bush said, “Fear cannot be banished, but it can be calm and 

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

Indeed, the big news last week was the Consumer Price Index jumping by 8.5% in March, the 

highest increase since 1981,… 



 

…but equity returns over the ensuing 12 months when inflation is high have been sensational on 

average,… 



 

…while the Fed Funds futures last week saw a slight drop in the number of expected rate 

increases this year,… 



 

…and influential Federal Reserve Board Governor Lael Brainard reminded that the core inflation 

rate (excludes food and energy), which moderated in March, deserves the most focus in setting 

monetary policy because it is the inflation component “that most closely reflects the strength of 

domestic demand.” 

Further, Ms. Brainard said, “The U.S. economy enters this period of elevated uncertainty with a 

very strong labor market and significant underlying economic momentum. And that, I think, 

bodes well for the ability to bring inflation down while also continuing to sustain the recovery.” 



 

To be sure, the other economic numbers out last week were mixed, with retail sales coming in a 

bit weaker than expected,… 



 

…and the health of the consumer in question,… 



 

…but the latest reads on the manufacturing sector blew away overly pessimistic forecasts,… 



 

…and the projection for Q1 U.S. GDP growth from the Atlanta Fed held steady for the week. 



 

***** 

Certainly, developments on the geopolitical front are a major wildcard and the equity futures are 

down again as this missive goes to press, so we know that anything can happen market-wise and 

economically speaking. Still, we take comfort in the fact that a supposedly ominous event like 

the recent inversion of the yield curve actually has led on average to very good returns 

historically for stocks on the go-forward basis,… 



 

…while even the 15 previous recessions hardly have been fatal for equities. 



 

Of course, all of the talk of an economic slowdown or even recession does not mesh with the 

current forecasts for excellent corporate profit growth,… 



 

…so we remain very comfortable with the metrics associated with our broadly diversified 

portfolios of what we believe to be undervalued stocks,… 



 

…especially as the good folks at the American Association of Individual Investors just gave us a 

superb buy signal this past Thursday. 



 

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 seven of our stocks that had news out 

worthy of mention last week. 

Shares of JPMorgan Chase (JPM – $126.12) skidded about 4% following the release of Q1 

financial results that came in shy of analyst expectations. America’s largest bank earned $2.63 

per share (vs. $2.72 est.), a substantial swing compared to EPS of $4.50 in the year-ago period, 

but it is worth noting that $4 billion of loan loss reserves were released (to the benefit of EPS) in 

Q1 2021. This time around, JPM added $902 million (subtracting $0.23 from EPS) to its reserves 

in the latest quarter, reflecting its view of a higher probability of downside risks due to high 

inflation and the war in Ukraine, and for Russia-associated exposures. 

https://theprudentspeculator.com/dashboard/


CEO Jamie Dimon commented, “JPMorgan Chase generated a healthy $30 billion of revenue, 

$8.3 billion of earnings and an ROTCE of 16% in the first quarter after adding $902 million in 

credit reserves largely due to higher probabilities of downside risks. Lending strength continued 

with average firmwide loans up 5% while credit losses are still at historically low levels. We 

remain optimistic on the economy, at least for the short term – consumer and business balance 

sheets as well as consumer spending remain at healthy levels – but see significant geopolitical 

and economic challenges ahead due to high inflation, supply chain issues and the war in 

Ukraine” 

When probed about the bank’s higher probability of anticipated risks, CEO Jamie Dimon 

remarked, “I give you a million different reasons why because of inflation and just about 

deposits. And we’ve never been through QT like this. So this is a new thing for the world and I 

think is more substantially important than other people think because the huge change of flows 

of funds is going to create as people change their investment portfolio. So we’re going to be fine 

because we’re going to certainly help our customers and gain share. So what does it do for 

JPMorgan Chase? JPMorgan Chase, we’ll be fine. We got plenty of capital, plenty all great 

margins. We already have the returns we want and all things like that. So I just — I would just be 

cautious. I think what you should expect is volatile markets. Again, that’s okay for us. And the 

Fed — we think the Fed needs to do, they need to do to try to manage this economy and try to 

get to a soft landing, if possible.” 

JPM remains a favored holding in many of our diversified portfolios, and management was 

upbeat regarding loan demand for the year ahead, even as several previously noted risks sit on 

the horizon. We continue to like the multiple levers available to generate fee revenue in varying 

environments, and we maintain our fondness for Mr. Dimon, who is willing to take a long-term 

view, spending on enhancing various capabilities, even if there is limited near-term payoff. 

Shares trade for less than 11 times the consensus EPS estimate for FY 2022 (nearly 60% of the 

market multiple) and the dividend yield is 3.2%. Our Target Price for JPM is presently $184. 

Goldman Sachs (GS – $321.64) announced on Thursday that it earned $10.76 per share in Q1, 

well below the $18.60 in the year-ago period, but roughly even with Q4. Following the 7% 

overshoot last quarter, Street analysts went with the under this go round as estimates were some 

20% below the actual print. Shares popped in early trading but faded throughout the day, ending 

up flat on the week. After a blockbuster 2021, this year is likely one of normalization for parts of 

the business, but as with other major diversified financial giants, lagging performance from one 

segment has generally been offset by the stronger performance of another. Goldman’s equity 

underwriting came to a virtual stand-still in Q1, but the $7.9 billion generated by the firm’s 

trading business more than offset the miss. In addition, net interest income has grown each 

quarter since bottoming in Q2 2020. 

Goldman CEO Dave Solomon stated, “There’s no question the first quarter was extremely 

volatile. Russia invaded Ukraine, inflation rose across the globe, and we saw an accelerating 

trend towards deglobalization. In recent decades, we’ve grown used to low inflation, low interest 

rates and the free flow of people and goods across national borders. I believe we’re in through a 

period that won’t be — that won’t be the case and the consequences for financial markets will be 

meaningful. Although much remains uncertain, I’m proud that Goldman Sachs effectively 



supported its clients in this type of environment. This is a testament to the progress we’ve made 

to our strategy around clients. At a time of great volatility, it was clear, our clients needed to help 

managing their risk, and they turned to us for our expertise in navigating this changing 

landscape. The recent turbulence is nothing to change our firm’s client-oriented strategy. In fact, 

it makes it all the more imperative. We are building a more resilient, diversified franchise that 

can generate solid returns even in more uncertain markets. In February, I laid out our revised 

medium-term return targets. I’m very proud that even with the headwinds we faced, our results 

this quarter meet those objectives. We are also well positioned to achieve the targets we laid out 

for our growth initiatives across asset management, wealth management, transaction banking and 

consumer. In some areas, we have accelerated our progress with the acquisitions, including 

GreenSky, which closed in late March; and NNIP, which closed earlier this week. I’m thrilled to 

be welcoming these great businesses to Goldman Sachs.” 

Mr. Solomon added, “While it is encouraging to see a newfound unity among the Western 

democracies, the trend towards deglobalization is clearly gaining momentum. The consequences 

of that shift are likely to be significant and long lasting, and I believe it will take some time to 

fully appreciate all the second and third order ramifications. Beyond geopolitics, I’m keeping a 

close eye on several other trends. While U.S. unemployment levels are low and wages are 

increasing, inflation is the highest it’s been in decades. We’re seeing new stress on supply chain 

and commodity prices and U.S. households are facing rising gas prices as well as higher prices 

for food and housing. We’ve also seen an increased risk of stagflation and mixed signals on 

consumer confidence. These cross currents will certainly create ongoing complexity in the 

economic outlook, but whatever the future holds, I believe Goldman Sachs is well positioned. 

We continue to make progress on our growth strategy and our commitments to clients a strong 

— our commitment to clients is stronger than ever.” 

Shares have shed nearly a quarter of their value since the 52-week high was set last November. 

With Goldman earning over 15% on tangible equity, we find the stock cheap, trading for a 

single-digit multiple of the consensus 2022 EPS estimate and just above tangible book per share. 

And even though projections have fallen somewhat in recent months, we wouldn’t rule out $40 

of EPS for 2022, which would make the stock even more attractive. 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 management attempts to evolve the trading and deal-making titan into a more well-rounded 

financial firm with more stable consumer and commercial businesses. The dividend yield is 2.5% 

and our Target Price is now $462. 

Morgan Stanley (MS – $84.76) posted Q1 EPS of $2.06, a 7% decline from the same period a 

year ago, but more than 50% higher than the prepandemic number. The bank was just shy of its 

return on tangible equity goal of 20% as investment banking fees ebbed. Fed by market 

volatility, the trading department led the way in the quarter, earning over $6 billion. Wealth 

management income bounced back from Q4 despite a pullback in equities and fixed income. 

CEO James Gorman commented, “Heading into 2022, we anticipated, as everybody did, a more 

volatile market, and obviously, we saw that in the first quarter. The year started with rising 

inflationary pressures, accelerated expectations for tightening of monetary policy and most 



notably and sadly, the invasion of Ukraine. This backdrop injected significant uncertainty into 

the markets and further tested resiliency of our franchise. Against this quickly evolving market 

environment, our diversified business model again generated high returns. The firm produced 

revenues of $14.8 billion and an ROTCE of 20%. I’m pleased to report that our first quarter 

results continued to exemplify Morgan Stanley’s strength and affirm our long-term strategy.” 

He added, “Finally, a brief word on the Russian invasion of Ukraine. In managing a global 

business, particularly a markets-based global business, we must always remain vigilant about the 

potential for shocks or unexpected events. Obviously, the invasion of Ukraine is one such event. 

First of all and most importantly, our hearts go out to the Ukrainians and all those who have been 

impacted. As it relates to the business, apart from the volatility it’s created, there’s been very 

limited financial impact to Morgan Stanley. A few years ago, we decided to give up our banking 

license and we significantly scaled back operations in Russia.” 

We continue to like the diversifying acquisitions of Eaton Vance and E*Trade, which we believe 

give MS greater scale in tech, a deeper product and service base, and self-directed investors to 

complement advisor-assisted wealth-management clients. In the near term, we think capital 

market activities will resume throughout the year, while MS is likely to benefit from higher rates 

in a meaningful way and we see the opportunity for the firm to take larger wallet share in wealth 

management. Shares trade for 11 times EPS estimates and offer a dividend yield of 3.3%. Our 

Target Price remains $120. 

Probably the bank in our portfolios with the largest exposure to Russia, Citigroup (C – $50.93) 

shares have shed 16% since the war in Ukraine began. Nevertheless, a strong trading 

performance and solid credit drove a significant Q1 EPS beat versus the consensus analyst 

estimate ($2.02 vs $1.63), with higher net interest income in the Services and Personal Banking 

and Wealth Management segments helping the cause. The ongoing transformation efforts lifted 

core expenses by 10%, while the bank continues to expect negative operating leverage for 2022. 

Management says it has reduced exposure to Russia and capped losses at between $4 billion to 

$5 billion in the worst case. 



 

CEO Jane Fraser commented, “We’ve been on the front foot since the potential for war first 

emerged, and we intend to remain so. The Russian invasion of Ukraine and the sanctions it 

triggered unleashed an enormous supply shock on the world, further fueling inflation and placing 

global growth under considerable pressure. Back recently from seeing clients in Europe and the 

Middle East, it is security, yet energy, food, defense, cyber or operational resilience that has risen 

to the top of their strategic dialogue. The macro-outlook for the rest of the year can only be 

described as complex and uncertain. And while my job is to prepare for all outcomes, our view is 

that strong nominal income growth and continuing momentum in the labor market will help 

support near-term growth in the U.S. economy in the face of inflationary pressures. But we 

expect material regional differences in the impact with economic growth in the individual 

consumer and businesses in Europe hit hardest. With central banks responding to inflation, we’re 

entering a period of higher rates and a flatter U.S. yield curve. Energy and commodities are at the 

center of the storm globally, but we don’t believe we’re at the start of a new long super cycle, 

and we do expect prices to fall to more normal levels. So with that as a backdrop, I think the firm 

performed reasonably well this quarter.” 

Certainly a bank holding with plenty of hurdles to overcome, we continue to think that strategic 

action plans laid out and thus far taken under Ms. Fraser offer reasons for optimism. Reframing 

its global scale/connectivity as a competitive advantage versus a source of complexity should 



help improve the turnaround sentiment over time. Of course, our time horizon is far longer than 

most, so we are willing to remain patient, as long as we see continued progress, especially as we 

think that there is significant appreciation available from the stock. The shares trade at a deep 

discount to competitors, changing hands at just 55% of its book value, and for less than 8 times 

NTM adjusted EPS projections, while the dividend yield is now 4.0%. Our Target Price for C is 

currently $98. 

Shares of PNC Financial (PNC – $175.00) continued to slide last week following the release of 

Q1 financial results. The nation’s second largest regional bank earned $3.29 per share (vs $2.77 

est.), with $0.50 coming from a negative credit loss provision. In early-April, management had 

guided for lower fee income relative to Q4, but the pullback in mortgage and capital market 

activity ended up being greater than anticipated. Net interest income ebbed modestly on a 

sequential basis although period-end loans grew by 2%. Management still expects higher interest 

rates to support 10% to 12% growth of net interest income for the full year and to make up lost 

fee revenue in Q1 throughout the remainder of the year, particularly in capital markets activity. 

Regarding the impact on deposits from Fed action, CEO Bill Demchak commented, “So I mean 

there are 2 opposing forces, right? So when the Fed shrinks its balance sheet, which it will — 

even they let it run off, they’re saying whatever that number is $90 million in the month or 

quarter, I don’t ever remember. But it will pull deposits from the system. At the same time, when 

there is loan growth, it puts deposits back into the system. And the reason for that, if you think 

about it, is just leverage on the capital. I assume everybody holds 10% on a loan. They borrow 

from us, they deposit somewhere else. It collectively builds deposits into the system. 

Collectively, we think that’s going to cause — will cause deposit growth to slow, but we actually 

think deposit growth is still going to be positive for the system. And for us, — so again, Fed 

balance sheet shrinks, but at the same time, we’re going to see loan demand, we expect to see 

loan demand, we have seen loan demand at a pace that would generate deposits. So we’re not 

particularly worried about that. Now what will happen, of course, is as the Fed gets rates 

substantially higher, [deposit] betas are going to have to do a big catch-up move because all of a 

sudden, it’s going to matter. Interest rates are going to get back to a place where people start 

paying attention again. Now I don’t know what that level is. I don’t know that we’ve ever come 

off of a base of 0 and trying to play catch up. The last time we thought about that, the Fed 

reversed course pretty quickly. So we’re going to have to see how that plays out, but I think 

deposits in the system will still be there. We just won’t see the same growth we have over the 

last couple of years.” 

As we noted earlier in the month, we weren’t all that shocked for fee income to take a hit, given 

lower capital markets activity across the industry year-to-date, and as the rise of interest rates 

ought to have tempered the mortgage business. Also, although Russia’s involvement in Ukraine 

and persistent inflation have likely spurned uncertainty for the business environment at large, 

management’s sentiment around loan demand from the threat of still higher rates echoes that of 

the industry at large. PNC’s capital position remains robust with shareholders getting a 20% 

boost in the dividend earlier in April (the yield is 3.4%). After buying a bit more than usual in 

Q1, management also expects to maintain its quarterly pace of share repurchases throughout 

2022. Shares trade for a forward P/E of 11.4, following a 13% pullback year-to-date. Our Target 

Price for PNC has been trimmed to $238. 



BlackRock (BLK – $688.17) earned $9.52 per share in Q1, a 23% jump year-over-year, but 

down some 8% from Q4. Clients added $114 billion of long-term inflows to offset a 4% AUM 

decline from market volatility, bringing the figure back to under $10 trillion. The ETF and asset 

management giant’s operating margin compressed a modest 24 basis points even as expenses 

were slightly lower versus Q4. 

Earlier in the week, BlackRock announced that it had made a minority investment (alongside 

Fidelity and others) in Circle, a global Internet payment firm and the sole issuer of USD coin, a 

dollar-based fully reserved stablecoin. Circle is the second-largest stablecoin, but controls more 

cash than the leader, of which Blackrock already manages a portion. 

CEO Larry Fink stated, “BlackRock is increasingly the partner of choice globally as clients look 

to build deeper and more comprehensive relationships. We announced another significant client 

mandate during the quarter that exemplifies our One BlackRock approach – bringing together 

investment expertise, operational excellence and world-class technology. I am incredibly excited 

by the opportunities ahead of us and believe BlackRock is well-positioned to continue generating 

durable, differentiated organic growth and delivering value for all of our stakeholders. As the 

world continues to face geopolitical and economic uncertainty, our investments over the years to 

build BlackRock’s all-weather platform position us well to advise our clients and help them 

pursue their long-term financial goals.” 

After a 25% slide in price year-to-date, shares trade for 17 times earnings, well below the 3-, 5- 

and 10-year average in the 20 range. The firm announced an 18% increase in the quarterly 

dividend in January to $4.88 per share and repurchased $500 million worth of common shares in 

the first quarter, with management planning to buy back at least another $375 million throughout 

the year. We continue to appreciate BLK’s scale, competitive ETF franchise and diversified 

product base across asset classes. Analysts project BLK’s EPS to climb to over $50 by 2025 and 

the dividend yield is 2.8%. Our Target Price now resides at $979. 

Delta Air Lines (DAL – $42.36) reported Q1 2022 results that met analyst expectations, but 

shares rebounded more than 9% in the wake after CEO Ed Bastian said that he saw a “strong 

rebound in demand as omicron faded” along with a return to profitability in March. DAL 

reported an adjusted loss of $1.23 per share in Q1, compared with the analyst consensus 

estimated loss of $1.26. The airline’s adjusted revenue was $8.16 billion, compared with the 

$8.12 billion consensus. 

Mr. Bastian said, “We generated $200 million of free cash flow in the quarter and a 10% 

operating margin in the month of March. Our revenue recovery in the March quarter reached 

79% of 2019 levels, 5 points ahead of the midpoint of our initial guidance… Domestic consumer 

revenues are exceeding 2019 levels. And the recovery in business travel, revenue has accelerated 

as offices reopen and business travelers rebuild face-to-face relationships. Demand for long-haul 

international is growing as travel restrictions lift, led by the transatlantic. To date, we have not 

seen an impact to travel demand from the conflict in Ukraine, but we, of course, are monitoring 

this closely…As we prepare for the peak summer season, we continue to be very focused on 

operational readiness. With 4,000 new members joining the Delta team already this year, we feel 

good about our staffing and our ability to meet demand as we continue to restore the airline.” 



Mr. Bastian continued, “We are successfully recapturing a significant portion of the run-up in 

fuel. This is occurring almost in real time, given the strong demand environment as well as 

Delta’s growing brand preference, our premium product focus and measured approach to 

capacity. While we are confident in summer demand and the capacity plans that we have in 

place, given macro uncertainty, we will remain nimble on capacity for the second half of the year 

and continue to prioritize sustained profitability…Our mission of connecting the world has never 

been more important than it is today, and I’m as confident as ever that we’ll achieve our 

ambition for a leading consumer brand to transcend the industry and deliver financial outcomes 

that create significant and resilient long-term value for all of our stakeholders. It’s been an 

encouraging period of recovery, and it’s exciting to see our customers returning to the skies.” 

CFO Dan Janki offered the outlook, “We expect the June quarter nonfuel CASM to be up 17% 

compared to 2019. The 2-point increase from the March quarter is driven by higher selling-

related costs, unexpected; 45% sequential increase in revenue; and our anticipated step-up in 

maintenance costs on a similar level of capacity restoration…On fuel for the June quarter, we 

expect an adjusted fuel price per gallon of $3.20 to $3.35. This includes a $0.20 benefit from the 

refinery, and these are based on the forward curves as of last Friday. Our Monroe refinery 

provides a unique benefit, acting as a partial hedge to elevated cracks. This is especially true with 

New York Harbor jet cracks, where our production at Monroe provides 100% offset. Based on 

our June quarter outlook for revenue and costs, we expect operating margins to be between 12% 

and 14%…With the expectations for solid profitability and further build in our air traffic 

liability, we expect to generate another quarter of positive free cash flow after investing $1.2 

billion in the business and expect to end the June quarter with adjusted net debt of approximately 

$20 billion.” 

We think the trajectory for Delta will continue to be uncertain in the next few quarters because of 

regional COVID outbreaks and differences in regional or national health policies, such as 

Shanghai locking down completely. On the upside, we believe we are far from the COVID 

environment that beset the travel industry early in the pandemic, and the approach now works 

towards keeping the virus’s prevalence at reasonable levels, rather than containment at all costs. 

The update in approach should benefit Delta and the rest of the travel industry, and result in 

growing earnings and an improving balance sheet. Delta does not hedge its fuel, but it does own 

a refinery and we were pleased (if a bit surprised) to learn the operations could reduce the cost of 

fuel by $0.20 per gallon. The forward P/E for the carrier is presently 10, which should drop 

below 6 for 2024 if the impact of the pandemic recedes and folks spend their piles of 

accumulated cash traveling the world. Our Target Price for DAL has been bumped up to $67. 

Kovitz Investment Group Partners, LLC (“Kovitz”) is an investment adviser registered with the Securities and Exchange 

Commission. This report should only be considered as a tool in any investment decision matrix and should not be used by itself to 

make investment decisions. Opinions expressed are only our current opinions or our opinions on the posting date. Any graphs, 

data, or information in this publication are considered reliably sourced, but no representation is made that it is accurate or 

complete and should not be relied upon as such. This information is subject to change without notice at any time, based on 

market and other conditions. Past performance is not indicative of future results, which may vary. 

 


