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Market Review 

Work is underway on the May edition of The Prudent Speculator. If all goes according to plan, 

we plan to send via email TPS 667 late Tuesday evening, May 3. This month, our Graphic Detail 

looks at Seasonality and Index Composition. 

***** 

It was déjà vu all over again, with a second straight last-day-of-the-trading-week equity market 

plunge on Friday. This time around, the 939-point drop in the Dow Jones Industrial Average was 

relatively mild, given that the Nasdaq Composite tumbled 4.2% and the S&P 500 cratered 

3.63%. 



 

No doubt, the War in Ukraine continues to weigh on investor psyches,… 



 

…with April going down as the eighth worst month since the turn of the Millennium,… 



 

…though inexpensively priced stocks continued to earn their stripes, losing far less in the 2022 

downturn then their richly valued peers. 



 

True, there are no trophies for red ink, even as some seem to have forgotten how strong a 

year  2021 was and how well Value stocks have performed over the last nine-plus decades. 

Indeed, the gains in equities over the years have never been linear and volatility is the price that 

must be paid for excellent long-term returns,… 



 

…with stocks now ensconced in their second correction of more than 10% of 2022 and 36th 

since The Prudent Speculator was launched in 1977. 



 

Certainly, we understand that days like Friday and months like April are disconcerting, but just 

as in the prior 35 downturns of 10% or more, our advice for those who share our long-term time 

horizon continues to be to stay the course, focusing on the long-term potential of our broadly 

diversified portfolios of what we believe to be undervalued stocks. 



 

***** 

That does not mean that our companies can’t become even more inexpensively priced in the near 

term, but it seems that many investors are ignoring the excellent Q1 results turned in by 

Corporate America and the likelihood that profits will continue to grow nicely over the balance 

of 2022 and into 2023. 



 

We do not think we are Pollyannish in our optimistic view as the jobs picture remains very 

strong,… 



 

…the housing market is still healthy,… 



 

…and the latest numbers on manufacturing and consumer sentiment showed improvement. 



 

To be sure, the naysayers will argue that the economy is weak, pointing to last week’s estimate 

of negative REAL Q1 GDP growth, but they are overlooking the fact that nominal (non-

inflation-adjusted) growth was a whopping 6.5% in the period to a record annualized total of 

$24.4 trillion. 



 

We respect that inflation accounted for all of the nominal growth and then some,… 



 

…but corporate profits and stock prices (as well as personal bank account balances) are not 

reported in inflation-adjusted dollars, while stocks, historically speaking, have been a terrific 

hedge against inflation. 



 

***** 

History is merely a guide and never the gospel, but even those convinced that Q2 will see the 

second straight quarter of negative REAL GDP growth that would be needed to officially declare 

an economic recession should take comfort in what has transpired, on average, before and after 

the previous 15 contractions. 



 

Obviously, nobody knows what the future will bring and Fed Chair Jerome Powell & Co. are set 

to hike interest rates again this week,… 



 

…but prior Fed tightening cycles have not been bad, on average, for Value stocks. 



 

***** 

We realize that many say that stock market corrections are healthy…until they are in one, but we 

think that long-term-oriented investors should remember that it has often paid off handsomely to 

be greedy when others are fearful! 



 

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 more than a few of our stocks that 

had news out worthy of mention last week. 

Shares of Meta Platforms (FB – $200.47) rebounded 9% last week after the world’s largest 

social network reassured investors that its advertising machine was not dead. In Q1, Meta earned 

$2.72 per share (vs. $2.56 est.) on $27.9 billion of revenue (6.6% growth year-over-year), which 

management said was also affected by the war in Ukraine. While a trifecta of headwinds that led 

to a precipitous drop in the stock in February are still present and have compressed margins near-

term, management expects its monetization of short-form video content to improve over time and 

investments to further develop its AI capabilities are anticipated to partially mitigate the effects 

of Apple’s iOS privacy updates. Daily and Monthly Active Users across the family of apps grew 

https://theprudentspeculator.com/dashboard/


a respective 1.8% and 1.4% from Q4, while Facebook specific users resumed growth after 

experiencing the first ever decline in Q4. 

FB founder and CEO Mark Zuckerberg offered an update on the firm’s current posture, which 

featured a lightened tone with regard to the near-term intensity of some of Meta’s longer-term 

investments. He said, “Taking a step back, I want to share some thoughts on our business 

trajectory and operating philosophy. First, I think it’s useful to level set on our business 

trajectory over the last few years. After the start of COVID, the acceleration of e-commerce led 

to outsized revenue growth, but we’re now seeing that trend back off. However, based on the 

strong revenue growth that we saw in 2021, we kicked off a number of multiyear projects to 

accelerate some of our longer-term investments, especially in our AI infrastructure, business 

platform and reality labs. These investments are going to be important for our success and 

growth over time, so I continue to believe that we should see them through. But with our current 

business growth levels, we are now planning to slow the pace of some of our investments. I also 

want to share how I’m thinking about investments and margins. Last year, we began looking at 

our business as 2 segments: Family of Apps and Reality Labs. On the Family of Apps side, I am 

confident that we can return to better revenue growth rates over time and sustain high operating 

margins. In Reality Labs, we are making large investments to deliver the next platform that I 

believe will be incredibly important, both for our mission and business, comparable and value to 

the leading mobile platforms today.” 

Regarding Apple’s iOS privacy changes, CFO Dave Wehner stated, “We’ve expected ongoing 

privacy headwinds from the iOS changes, and we continue to see them. Those are obviously 

factored into our Q2 outlook along with the impact on demand that we’re seeing from things like 

the war in Ukraine. More specifically, ATT continues to be a headwind, but we’re also seeing 

incremental headwinds from iOS 15 and other regulatory changes. And again, we factored all of 

those headwinds into our Q2 outlook. Of course, any outlook on platform headwinds depends in 

part on the platforms themselves and how they write and enforce their policies. So I’d sort of put 

that caveat in as well. When you look at what we’re doing to mitigate those near term, we’re 

working on improvements to our current solutions and Sheryl talked about some of those like 

privacy-enhanced technologies. Medium term, we see the opportunity to move clients more 

towards on-site conversions. We’re seeing a lot of success in things like Click-to-Messaging ads, 

lead gen ads and then more nascent effort in shop ads. And then longer term, we’re rebuilding 

our ads stack to employ more machine learning and AI to be more effective at ads with less data. 

So we think we’ve got a response that we’re building into the new environment, and we’re 

optimistic about the future.” 

The aforementioned challenges for Meta are very real, but we think the massive downturn in the 

stock price YTD more than discounts the bad news. Shares still trade for less than a market 

multiple, while the balance sheet is pristine with $44 billion in cash and management has been an 

active repurchaser of the stock (buying $9 billion worth in Q1). The company’s transition to the 

metaverse will likely be measured in years, but we are patient and think that the core advertising 

business will provide plenty of future cash flow as it still presents a tremendous value 

proposition for most small-to-medium-sized businesses, while significant potential exists, we 

think, to monetize Family of Apps properties like WhatsApp and Reels. Our Target Price for FB 

is now $405. 



Computing giant Microsoft (MSFT – $277.52) reported a strong fiscal Q3 2022. Microsoft 

earned $2.22 per share in the quarter (vs. $2.19 est.) on revenue of $49.4 billion, versus the $49.0 

billion estimate. Microsoft’s revenue results beat analyst expectations in all areas. Productivity 

and Business Processes revenue was $15.78 billion (vs. $15.68 billion est.), Intelligent Cloud 

revenue was $18.90 billion (vs. $18.77 billion est.) and More Personal Computing revenue was 

$14.32 billion (vs. $14.07 billion est.). Despite the terrific results, Microsoft’s share price has 

tumbled 17% this year. 

MSFT CEO Satya Nadella commented, “Going forward, digital technology will be the key input 

that powers the world’s economic output. Across the tech stack, we are expanding our 

opportunity and taking share as we help customers differentiate, build resilience and do more 

with less… we are entering a new era where every company will become a digital company. Our 

portfolio of durable digital businesses and diverse business models built on a common tech stack 

position us well to capture the massive opportunities ahead.” 

Mr. Nadella offered comments on Azure, “We’re building a distributed computing fabric across 

the cloud and the edge to help every organization build, run and manage mission-critical 

workloads anywhere. This quarter, we helped more customers than ever, simplifying and 

accelerating their cloud migrations. And it’s still early days. We’re winning Tier 1 infrastructure 

workloads. Leaders in every industry from BlackRock to Bridgestone to Lufthansa are all 

moving mission-critical workloads to Azure. And we are the market leader for customers’ SAP 

workloads in the cloud. Atos, Chevron, Fujitsu and Woolworths all migrated their SAP 

applications to Azure in recent months. Overall, we are seeing larger, more strategic Azure 

commitments from industry leaders, including Boeing, Kraft Heinz, U.S. Bank and Westpac, 

who all chose our cloud to accelerate their digital transformations. The number of $100 million-

plus Azure deals more than doubled year-over-year, and we are seeing consumption growth 

across every industry, customer segment and geography.” 

CFO Amy Hood said Microsoft expects Q3 Productivity and Business Processes revenue 

between $16.65 billion and $16.90 billion, Intelligent Cloud revenue between $21.10 billion and 

$12.35 billion and More Personal Computing revenue between $14.65 billion and $14.95 billion. 

Ms. Hood added, “We expect to close FY ’22, even in a more complex macro environment, with 

the same consistency we have delivered throughout the year, with strong revenue growth, share 

gains and improved operating margins as we invest in the areas that are key to sustaining that 

growth. As we look towards FY ’23, our track record of delivering high value to our customers 

across many diverse and durable growth markets gives us confidence that we will drive 

continued healthy double-digit revenue and operating income growth.” 

Microsoft remains one of our largest holdings, a position we are comfortable with at present. We 

particularly like the rotation to a subscription software model and appreciate that the company 

has seen tremendous growth in Azure, complemented by growth in the Xbox gaming platform 

and business-social network LinkedIn. We thought that Azure would pick up clients at a healthy 

clip, but we were again impressed by the size, scale and caliber of customers using Azure. We 

think the growth trends are unlikely to slow for the foreseeable future, a result in part of MSFT 

cementing its position in the tech world during the pandemic. Analysts expect Intelligent Cloud 

to generate more than $110 billion of revenue in fiscal 2024, compared with $60.1 billion in 



2021. Of course, technology changes quickly and Microsoft can’t rest on its laurels, but for now, 

the company’s position looks robust. MSFT’s dividend yield hovers around 0.9%. Our MSFT 

Target Price is $379. 

Semiconductor designer Qualcomm (QCOM – $139.69) earned $3.21 per share in fiscal Q2 

2022 (vs. $2.98 est.). QCOM had adjusted sales of $11.2 billion (vs. $10.6 billion est.). 

Qualcomm’s chipset business posted its third straight quarter of record revenue and strength in 

the QCT (Qualcomm CDMA Technologies) business translated to $9.55 billion of revenue. 

Management reiterated that Apple order flow will fluctuate with timing of flagship launches, but 

the company remains focused on Android devices. A solid quarter and a healthy outlook 

translated to enthusiastic analyst notes and a 5% jump for QCOM shares last week.. 

CEO Cristiano Amon commented, “Qualcomm is at the intersection of transformative trends that 

are generating demand for our broad technology portfolio across virtually every industry. This is 

creating strong growth and diversification opportunities beyond handsets. These trends, which 

include the enterprise transformation of the home, conversions of mobile and PC, merging of 

physical and digital spaces, the digital transformation of industries, connectivity and processing 

at the edge, the automotive digital chassis and 5G have only continued to accelerate. They are 

driving our financial outperformance in a greater-than 7x addressable market expansion to 

approximately $700 billion in the next decade.” 

Mr. Amon continued, “Demand remains strong across all our technologies and continue to 

exceed supply. We believe our multi-sourcing and capacity expansion initiatives will continue to 

provide incremental improvements towards supply throughout the year. With our One 

Technology road map and demand for our products and solutions across virtually all industries, 

we are in an incredible position to continue providing high-performance, low-power computing 

on-device intelligence and everything wireless. Our plan remains on track, and I’m very excited 

for the future of Qualcomm.” 

CFO Akash Palkhiwala added, “Turning to the third fiscal quarter. We are forecasting revenues 

of $10.5 billion to $11.3 billion and non-GAAP EPS of $2.75 to $2.95. We estimate QTL 

revenues of $1.4 billion to $1.6 billion and EBT margins of 69% to 73%. Our guidance 

contemplates global handset units consistent with the exit rate from the second fiscal quarter and 

assumes the end of COVID-related impact in China by the end of the quarter. In QCT, we 

estimate revenues of $9.1 billion to $9.6 billion and EBT margins of 31% to 33%. At the 

midpoint, this implies year-over-year revenue growth of 44% and EBT dollar growth of $1.2 

billion. On a sequential basis, we expect mid-single-digit revenue growth in IoT and automotive 

and a seasonal reduction in handsets and RF front end. Our strong forecast for QCT is driven by 

the same factors which benefited our second quarter, including gains in handset premium tier 

volume, strong demand in IoT and automotive and supply improvements. We anticipate non-

GAAP operating expenses to be up 5% to 7% sequentially, reflecting select investments in 

product road map.” 

QCOM’s management mentioned “supply chain” just once in the quarterly earnings call, making 

it among those with the fewest complaints (excuses) about the macroeconomic environment. In 

fact, Mr. Palkhiwala said QCOM expected “strong execution as we manage to supply constraints 



in the current macroeconomic environment.” We were pleased to see QCOM’s robust outlook 

and expect to see continued execution momentum. Shares have slumped more than 23% this 

year, but we think the prospects for the company are bright, especially as high-quality chips are 

difficult to find. The valuation metrics are very reasonable, including a forward P/E around 11 

and just-hiked dividend yield of 2.1%. Our Target Price has been increased to $231. 

Shares Intel (INTC -$43.59) sank nearly 7% Friday following the release of Q1 financial results. 

The stalwart semiconductor manufacturer earned $0.87 per share in the period, ahead of the 

$0.80 estimate, but a 13% decline in its largest segment (producing over $9 billion of revenue) 

raised questions about the health of the personal computer market later in the year. Of course, 

revenue from each of the other segments moved higher compared to the prior year quarter. Intel 

now expects to earn $3.60 per share in 2022, $0.10 higher than the previous guidance. Also 

notable is that Intel foundry services hit a $1 billion run rate for the first time. 

CEO Pat Gelsinger commented on the state of the chip industry, “I continue to believe we are 

just at the beginning of a long-term growth cycle across semiconductors. We continue to see 

some match set limitations in areas like ethernet, some softening in low-end consumer PC and 

some inventory adjustments, as we discussed on our last call. But overall, the demand signals 

from customers continue to be robust in areas like enterprise, cloud, AI, graphics and 

networking. Semiconductors are the fuel of innovation and transformation across a wide range of 

industries. In the supply chain, lockdowns in Shanghai and the war in Ukraine have 

demonstrated more than ever that the world needs more resilient and more geographically-

balanced semiconductor manufacturing. The chip shortage costs the U.S. economy $240 billion 

last year and we expect the industry will continue to see challenges until at least 2024 in areas 

like foundry capacity and tool availability.” 

Shifting to Intel, Mr. Gelsinger added, “As an [integrated device manufacturer], we believe we 

are in a good position in the industry to manage through these constraints. In fact, Intel is rising 

to meet this challenge. Following our announcements in Arizona, New Mexico and Ohio, we 

recently announced a series of investments in Europe, spanning our existing operations as well as 

our new investments in France and Germany, the Silicon Junction. These investments position 

Intel to meet the future growth and represent a significant step toward our moonshot goal of 

having half the world semiconductor manufacturing located in the U.S. and Europe.” 

We have not been shy to bemoan Intel’s manufacturing difficulties in recent years, while Mr. 

Gelsinger’s plans to revitalize the former industry leader. With lots of spending to develop 

several manufacturing plants both at home and abroad on the horizon, we reiterate that Intel’s 

bottom-line results are likely to lag competitors for some time. But we continue to like the 

valuation, as INTC’s forward P/E multiple of less than 13 compares favorably against AMD’s 

21. And while the latter has been the outperformer in recent years, Intel has held up well relative 

to peers so far in 2022. We like that Intel sports a 3.3% yield, with significant upside potential in 

the stock and a long-term thesis that INTC will recover. Our Target Price now resides at $66. 

Hard-disk-drive maker Seagate Technology PLC (STX – $82.04) reported earnings per share of 

$1.81, versus the $1.89 estimate, in fiscal Q3 2022. STX had sales of $2.8 billion (matching the 

consensus estimate). STX’s 22% year-over-year earnings growth was propelled by solid cloud 



demand and strong growth trends for mass capacity storage. In the latest quarter, the company 

spent $417 million to repurchase 4.2 million shares and $154 million on its quarterly dividend, 

leaving $1.1 billion of cash and $2.8 billion remaining on the existing repurchase program. 

STX CEO Dave Mosley commented, “I would like to recognize the growing humanitarian crisis 

taking place in Ukraine. Our thoughts are with the people impacted by the devastation as we 

continue to hope for a rapid end to this conflict. As this crisis unfolded, distribution channels 

across the region were understandably impacted, adding to an already strained global supply 

chain. Specific to our business, we ceased shipments into Russia and Belarus at the onset of the 

invasion, which typically represents 1 to 2 percentage points of revenue on a quarterly basis. We 

expect these impacts to persist at least through the fiscal year.” 

Mr. Mosley continued, “Looking ahead, Seagate remains well positioned to achieve our long-

term financial and business goals. We are focused on driving profitability towards the upper half 

of our long-term margin ranges over the next few quarters. At the same time, we expect to 

extend our track record of strong cash flow generation while executing our product and 

technology road map that collectively puts us on the right path to capture mass capacity storage 

opportunities and enhance value for all of our key stakeholders. We are taking aggressive actions 

that span cost management, pricing strategy and operational efficiencies that target margin 

expansion and further strengthen our competitive position.” 

CFO Gianluca Romano added, “While the March quarter was very challenging, we delivered 

top- and bottom-line results which were within our original guidance range with agile 

operational execution and ongoing focus on optimizing profitability and free cash flow 

generation. Entering the June quarter, the operating environment has remained challenging. We 

have not yet seen an improvement relative to COVID shutdowns in China that we anticipated in 

early March, and non-HDD component shortages and geopolitical dynamics have intensified. As 

a result, we expect these external factors to constrain demand growth over the near term. With 

that in mind, we expect June quarter revenue to be in the range of $2.8 billion plus or minus 

$150 million. We expect the actions that we are taking to mitigate external challenges combined 

with a more favorable product mix to support June quarter non-GAAP operating margin at the 

low end of our revised long-term range of 18% to 22% of revenue. Finally, we expect non-

GAAP EPS to be in the range of $1.90 plus or minus $0.20, an increase of 5% sequentially at the 

midpoint.” 

Seagate shares have dropped by 27% this year, a casualty of the broader tech exposure 

unwinding. Yes, there are some challenges on the horizon and, worse for Wall Street, uncertainty 

regarding the persistence of high inflation. The sell-off made STX fundamentals even more 

attractive, including a single-digit forward P/E, plus solid 3.5% dividend yield. Storage has 

historically been a very volatile industry, with booms, busts and M&A volume. Yet, in the recent 

past, STX and its competitors have leaned towards a storage commodity model with relatively 

stable revenue and growing earnings power driven by volume. The strength in cloud application 

demand shows no signs of letting up and we remain optimistic on STX’s future. Our Target Price 

is $128. 



Network hardware provider Juniper Networks (JNPR – $31.52) earned $0.31 per share in fiscal 

Q1 2022 (vs. $0.32 est.). JNPR’s revenue grew 9% year-over-year to $1.17 billion (vs. $1.16 

billion est.), while the adjusted operating margin of 11.8% came in behind the 12.2% 

expectation. 

CEO Rami Rahim said, “Our teams continue to execute extremely well and are focused on 

delivering solutions that simplify the life of network operators and delight network users, what 

we call experience-first networking continues to resonate across each of the markets we serve. 

This is evident in our Q1 results, which not only benefited from a fourth consecutive quarter of 

double-digit year-over-year growth in cloud, but also an exceptional performance by our 

enterprise business, which saw revenue grow nearly 20% year-over-year. This enterprise 

performance is particularly noteworthy as it was the first quarter in Juniper’s history that 

Enterprise was the company’s largest customer vertical. Cloud and enterprise strength more than 

offset a modest decline in our service provider vertical, which was due entirely to the timing of 

shipments as a result of supply chain challenges. Demand remained strong in the March quarter 

with orders estimated to have seen double-digit year-over-year growth when adjusted to account 

for certain large customers placing orders ahead of their normal order rate to account for 

extended lead times.” 

CFO Ken Miller added, “We expect second quarter revenue of $1.255 billion, plus or minus $50 

million, which is growth of 7% year-over-year. We continue to experience significant supply 

chain-related headwinds associated with elevated component, freight and logistics costs which 

are expected to continue throughout the year. We also expect to see a decrease in service margin 

on a sequential basis. Therefore, we expect second quarter non-GAAP gross margin of 

approximately 58%, plus or minus 8%, which is up sequentially at the midpoint. Our non-GAAP 

earnings per share is expected to be approximately $0.45, plus or minus $0.05, assuming a share 

count of approximately 330 million shares.” 

Mr. Miller continued, “Turning to our expectation for the full year 2022. I’d like to point out that 

we do not expect this ongoing [Russo-Ukrainian War] to have a material impact on our business. 

Given the strong order momentum and current backlog, we continue to expect 7% to 9% revenue 

growth for the full year. This assumes the supply chain environment remains constrained 

throughout the year, similar to current levels and does not further deteriorate. We expect revenue 

to grow sequentially through the remainder of the year. We expect supply chain constraints to be 

particularly tight during the second quarter and remain challenged throughout the year. We also 

anticipate backlog to remain at elevated levels throughout the course of the year.” 

JNPR repurchased $112 million worth of shares last quarter and paid $68 million of dividends to 

shareholders. Juniper’s outlook was weaker than we might have hoped, sending shares down 

10% last week. Supply chain issues continue to be the pinch point for JNPR, having been 

mentioned in some form 15 times in the quarterly analyst call. Management believes, as do we, 

that JNPR’s business is well-positioned for the longer term. JNPR trades with a forward P/E less 

than 16 and yields a solid 2.7%. Our Target Price for JNPR is now $39. 

Shares of Amgen (AMGN – $233.19) fell 7% last week on news that the firm received a notice 

of deficiency from the IRS for the 2013-2015 period proposing adjustments primarily related to 



the allocation of profits between certain of the company’s entities in the U.S. and Puerto Rico 

similar to those previously proposed by the IRS for the 2010-2012 period. The firm says the IRS 

seeks to collect approximately $5.1 billion of additional tax for the 2013-2015 period plus 

interest, along with a penalty of approximately $2 billion. 

The biotech giant also announced that it earned $4.25 per share (versus the $4.10 estimate) in 

Q1, a 15% improvement year-over year. A 2% improvement for global product sales versus the 

same quarter a year ago pushed overall sales higher by 6%. Sales of the firm’s leading drug 

Enbrel continued their slide, falling 7% year-over-year, mostly a result of lower selling prices as 

volume remained flat. A number of products including Repatha® (evolocumab), Prolia® 

(denosumab) and Evenity® (romosozumab) grew product volumes by double-digit rates. 

CFO Peter Griffith had the following to say regarding the tax matter, “We firmly believe that the 

adjustments proposed by the IRS for that time period and the penalties proposed by the IRS for 

the 2013 to 2015 period are without merit. Further, the amount of the adjustments proposed by 

the IRS for 2010 to 2015 period overstates by billions of dollars the magnitude of the dispute. 

We filed a petition in the U.S. Tax Court in July 2021 to contest the adjustments previously 

proposed for the 2010 to 2012 period. And we plan to file another petition in the U.S. Tax Court 

to contest the adjustments proposed in the notice for the 2013 to 2015 period. The dispute is 

expected to take several years to resolve. Amgen believes the IRS assertion of approximately $2 

billion in penalties for the 2013 to 2015 period is wholly unwarranted. We’ve applied a 

consistent transfer pricing methodology since 2002. We’ve documented that transfer pricing 

methodology is required under relevant tax regulations and have extensively discussed that 

methodology with the IRS across multiple tax audits over multiple tax years.” 

He added, “The IRS has never previously proposed transfer pricing penalties. Amgen also 

believes, based upon the positions advanced by the IRS, that the IRS adjustments for the 2010 to 

2015 period are overstated by approximately $2 billion due to the IRS failure to account for 

certain income and expenses. Amgen has reported its income and expenses in a consistent 

manner for many years, and the IRS has appropriately accounted for the company’s income and 

expenses in all prior audits. Any additional tax that could be imposed for the 2010 to 2015 period 

would be reduced by up to approximately $3.1 billion of repatriation tax previously accrued with 

respect to the company’s Puerto Rico earnings. Amgen previously made advanced tax deposits to 

the IRS totaling $1.1 billion for the 2010 to 2015 period. These deposits would further reduce 

any additional cash tax that could be imposed. The IRS is currently auditing the 2016 to 2018 

period 

Management is sticking with the revenue and earnings estimates it gave in January for 2022, 

anticipating a range of $25.4 billion to $26.5 billion for the former and between $17 to $18 per 

share for the latter, as volume growth is expected to offset price headwinds. Further out, 

biosimilar launches, an innovative and longer-range biosimilar pipeline, and sales from new 

products are expected to more than offset the impact of future competition for denosumab 

(Prolia/Xgeva), Otezla and Enbrel to achieve mid-single-digit revenue growth and high single-

digit to low double-digit EPS growth from 2022 to 2030. Management had previously stated a 

goal of paying out greater than 60% of non-GAAP net income on average through 2030, but we 

expect this could be affected considering the path of future developments in the tax case. 



Despite the litany of patent protections for Amgen’s Enbrel, we expect lawsuits and competition 

to heat up in 2023 (when competitor Humira loses exclusivity) with 6 biosimilar alternatives now 

cleared by the FDA. Nevertheless, the firm’s sound balance sheet and significant cash flow 

generation allow it to invest in defending its position through R&D and via acquisitions. Shares 

change hands at a very reasonable forward P/E multiple of 13. With the dividend increased 10% 

last December, the yield is now at 3.3%. Noting our view of the company’s strong pipeline of 

new therapeutics, our Target Price for AMGN has been pared to $298. 

Industrial conglomerate 3M (MMM – $144.22) earned an adjusted $2.65 per share in Q1, 

beating the $2.31 expected by the Street, on $8.8 billion of net sales. Despite the seemingly good 

bottom line, EBITDA margins declined across segments, resulting in a cumulative contraction of 

270 basis points. 

Management now expects full-year 2022 adjusted earnings in the range of $10.75 to $11.25 per 

share, although this excludes a $0.26 charge for PFAS at a plant in Belgium and charges related 

to earplug litigation. The company also intends to generate between $7 billion and $8 billion of 

operating cash flow for all of 2022, supporting another $400 million of anticipated share 

repurchases throughout the remainder of the year. MMM continues to look for ways to monetize 

various divisions within its healthcare division and is on track to close the sale of its safety 

portfolio to Neogen in Q3, with a rumor in circulation that the firm might also shed the 

Healthcare IT business. 

CEO Mike Roman commented, “All of our businesses started the year with good performance. 

End market demand was strong in Safety and Industrial, partially offset by a decline in 

disposable respirators. In Transportation and Electronics, our automotive business continued to 

outperform build rates despite the impact of semiconductor shortages. Health Care performed 

well with 5% growth and Consumer grew 3% in addition to 9% growth last year. To position us 

for long-term growth, we continue to prioritize investments in high-growth opportunities across 

our businesses, commercial opportunities that are sizable and significant. For example, our 

automotive electrification platform grew 20% organically on the strength of new innovations on 

top of 30% growth in 2021. In Health Care, our biopharma business posted 15% organic growth 

as 3M Science advances the development and manufacturing of new therapeutics and vaccines. 

To support growing demand for our biopharma solutions, we are investing $35 million to double 

capacity at our plant in Columbia, Missouri.” 

He added, “Like many other global companies, we are actively managing through the conflict in 

Ukraine. Our focus remains on ensuring the safety of 3Mers in harm’s way. I am proud how 3M 

has stepped up to help from donating nearly $4 million to employees welcoming refugees into 

their homes. We stand with our Ukrainian colleagues and have suspended operations in Russia. 

Given what we are seeing around the world, we expect supply chain challenges to persist for the 

foreseeable future. Our balance sheet remains strong, allowing us to invest in the business while 

returning $1.6 billion in the quarter to our shareholders through both dividends and share 

repurchases. We increased our dividend in the first quarter, marking our 64th consecutive year of 

increases. With respect to litigation, we are vigorously defending ourselves in Combat Arms 

bellwether cases. We are pleased that a jury cited with 3M in the most recent bellwether trial 

earlier this month, which was a plaintiff’s counsel pick. To date, we have won 6 and lost 8 trials 



and have appealed or will appeal all adverse verdicts. Eight bellwethers were also dismissed by 

plaintiffs before they went to trial.” 

A beneficiary of demand from COVID over the past 2 years, attention has moved back to 

reorganization and liability from various litigation as shares are back below their pre-pandemic 

levels. Despite the issues hanging over the stock, we find the forward P/E multiple attractive at 

less than 14 for exposure to a blue-chip stock that has increased its dividend for 64 consecutive 

years (the yield is north of 4%). Our Target Price has been trimmed to $222. 

Shares of Archer Daniels Midland (ADM – $89.56) remain a bright spot for our portfolios 

following another strong quarterly financial release. The agricultural giant earned an adjusted 

$1.90 per share in Q1, more than double the 2021 figure and 35% above analyst expectations. 

Operating profit swelled 30% year-over-year, boosted by a strong quarter for refining, which 

contributed over a quarter of overall profit growth. 

CEO Juan Luciano commented, “I’m very proud of how our team lived our culture and fulfilled 

our purpose over the last quarter, as they continued to serve the world’s need for nutrition in a 

dynamic global environment. Our first quarter financial results… reflect an extension and 

amplification of the factors that drove our 2021 performance: great execution by our team, 

including exceptional growth in Nutrition and effective risk management; a tighter supply 

environment, especially with the smaller South American crop; and robust and resilient demand. 

Importantly, I’m also very appreciative of how our company has rallied to support our colleagues 

in Ukraine and the country’s agriculture industry.” 

Mr. Luciano added, “Looking forward, we expect reduced crop supplies — caused by the weak 

Canadian canola crop, the short South American crops, and now the disruptions in the Black Sea 

region — to drive continued tightness in global grain markets for the next few years. Longer 

term, markets continue to reflect the importance of the enduring global trends that are fueling 

performance across our portfolio by driving demand for our products. And within ADM, our 

productivity and innovation efforts are continuing to help us deliver on the evolving needs of our 

customers. Considering these factors, we expect 2022 results to exceed 2021’s.” 

Often subject to volatile swings in commodity markets, we acknowledge that the wind may not 

always be at ADM’s back. For the time being, however, we appreciate the tightness that broadly 

characterizes global ag markets and expect this to persist throughout 2022. Happily, our patience 

in sticking with the stock through lean periods has been paying off, even as the valuation is still 

not far from the long-run average (around 15 times NTM EPS estimates). While the stock is up 

32% this year, making it a tempting swap candidate, given that many other names are down 

considerably, we are content to hold our current shares for the time being. With a dividend yield 

of 1.8%, our Target Price for ADM has been inched up to $102. 

Environmental and waste services firm Waste Management (WM – $164.44) reported Q1 EPS 

of $1.29, versus the $1.14 consensus analyst estimate. During the three-month period, WM 

generated $4.66 billion of revenue, topping investor forecasts of $4.45 billion. WM CEO Jim 

Fish commented, “We delivered exceptional core price and yield results, grew profitable 

volumes and managed our costs. The result was double-digit growth in revenue, operating 



EBITDA and cash from operations. In fact, our cash from operations was the highest we’ve ever 

generated in a quarter, allowing us to return $0.5 billion of cash to our shareholders. Our 

operating EBITDA margin of 27.6% was ahead of our plan, even in the face of record inflation 

and the delayed approval of the alternative fuel tax credits.” 

Mr. Fish concluded, “While we use automation and data to our advantage, we will invest in 

training and upskilling of our existing employees to ready them for higher-skilled future roles. 

To sum it up, we’ve set the bar high in our first quarter with our results, and we’re confident in 

our ability to deliver strong performance throughout the remainder of 2022. I want to thank the 

entire WM team for their hard work and dedication. I know that they continue to work to deliver 

on our commitment to our customers, our communities and our shareholders. And we very much 

appreciate that.” 

We held WM in client accounts (and in the newsletter portfolios) between 2008 and 2016, and 

we lamented selling it. When the stock plunged in the first inning of the pandemic, we were 

thrilled to repurchase our shares around $92. WM has not disappointed since. Despite being a 

low-beta trash hauler, shares have actually outperformed the S&P 500 over our holding period. 

While the multiples are getting much more expensive (29x NTM P/E, for example), we are not 

yet excited about letting go of our shares and the yield has just been increased to 1.6%. Of 

course, every stock is fighting for its place in our portfolios, and though we like our exposure to 

the garbage hauling business for the long run, our Target Price of an upwardly revised $182 is 

not that far above the current market price. 

Shares of Whirlpool (WHR – $181.52) closed the week more than 4% higher on the back of a 

solid earnings figure, given rising cost inflation, supply chain disruption and higher levels of 

volatility. The appliance maker earned $5.31 per share in Q1, down $1.89 from the record first 

quarter last year, but up by 86% against 2020 and up 70% against 2019. Price/mix delivered 600 

basis points of margin expansion, offset by 250 basis points from higher logistics and energy 

costs, in addition to raw material inflation which negatively impacted margin by 700 basis 

points. 

CEO Marc Bitzer stated, “This was among the top 10 strongest quarter in the history of our 

company despite the many external factors that we had to grapple with. We also obviously faced 

a very tough comparison period from record growth seen last year. Relative to our performance 

in 2020, however, we saw a very robust growth. Thanks to the relentless effort of our entire 

organization, the business remains stronger than where it stood pre-pandemic. Our management 

team and I have also placed significant emphasis on improving operating margins over the last 

few years and we remain committed to sustaining the structurally higher put levels for the future. 

To emphasize, we are structurally stronger Whirlpool [than] just a few years ago, and this quarter 

is another reflection of our ability to perform well even in a tough macroeconomic environment. 

I’m very confident in the strong fundamentals of the underlying business, and my belief in the 

go-forward growth remains undented.” 

COO Joseph Liotine offered color on the North America segment, “Demand remains at sustained 

strong levels and all indicators point to multiyear growth beyond these levels. Historical growth 

of approximately 2.5% alone indicate that the industry has yet to fully recover from the great 



financial crisis with well over 5 million units needed to catch up. This is, in large part, due to the 

fact that housing remained well below historical and structurally needed levels for over a decade. 

This is still the case today, which we are seeing play out with housing demand that is constrained 

by supply. Next, add the expectation of strong replacement cycles as we compare against a 

period 10 years ago, when the industry grew at approximately 4%. Then combine this with 

consumers’ higher usage of appliances, which has remained elevated well after consumers have 

emerged from COVID lockdowns. We see demand as even further room to grow. In summary, 

we remain unwavering in our confidence in multiyear demand expansion in North America. We 

remain equally confident in the strength of our business and its strong brands that serve the needs 

of millions of consumers daily.” 

Incorporating updated inflation expectations in its guidance, Whirlpool now expects 2% to 3% 

revenue growth and full-year EPS in the range of $24.00 to $26.00, though the new figures were 

down from the prior projection. 

Management also noted an ongoing review of the overall portfolio with the enduring goal to 

transform the company into a high-growth and high-margin business. To that end, it called 

particular attention to a strategic review of the EMEA business, which is apparently ripe for 

further strategic action given the turnaround and operational improvement within the segment 

since the pandemic begin. Management was somewhat vague regarding which direction the 

review might take, so we are in “wait and see” mode for further insight. 

While we appreciate Whirlpool’s position as the top major appliance manufacturer in the world, 

we think the shifted focus on North America makes sense as worldwide commerce moves to 

deglobalize. Having owned the stock for some time now, supply chain headwinds are nothing 

new as it seems like just yesterday the firm was facing input cost issues due to the fallout from 

the previous administration’s trade war. 

Management repurchased $533 million of shares in Q1, which leaves $2.9 billion (over a quarter 

of the current market cap) left on the authorization after the latest $2 billion update by the Board. 

As such, we find shares remarkably inexpensive, trading at a forward P/E multiple of 7 with a 

3.9% dividend yield to boot. Our Target Price for WHR is now $312. 

Shares of Capital One (COF – $124.62) dropped almost 8% last week after the company 

released Q1 financial results, despite the bottom-line topping the Street’s consensus estimate. 

The digital-focused credit-card financial giant earned $5.62 in the quarter as pre-provision 

earnings grew 7.4% to $3.6 billion in the quarter. Of course, marketing spend remains elevated at 

81% above the spend from a year ago, although it has been reined in since Q4. Credit costs crept 

modestly higher on a sequential basis but remain lower year-over-year and are well-below norms 

with net charge-offs just 1.11% of loans. 

CEO Dick Fairbank stated, “Looking across the whole company, our digital transformation is 

generating new business opportunities like Capital One Shopping in our card business and Auto 

Navigator in our auto business. And modern technology infrastructure and capabilities are 

driving our digital-first national direct banking strategy in Consumer Banking. We’re marketing 

to continue to propel these growing digital businesses. Our marketing is paying off across these 



opportunities. We posted very strong growth in Domestic Card purchase volume, new accounts 

and loans. We’re gaining share and building a long-term franchise with heavy spenders. And 

away from the card business, we’re growing auto originations and deepening dealer relationships 

with Auto Navigator, and our national direct banking business is winning with customers and 

driving growth.” 

CFO Andrew Young added, “We repurchased $2.4 billion of common stock as part of the $5 

billion share authorization that our Board approved in January.” In addition, the Board of 

Directors also approved the authorization of up to an additional $5 billion of common stock 

repurchases earlier in April that will be available starting in Q3. 

Sliding over 20% since we cashed in some of our COF chips a year ago, we think the multiple of 

book value under 1.0 and forward P/E ratio of 6.3 represents a solid buying opportunity for those 

that don’t own or are underweight the name. We have long been a proponent of Capital One’s 

preference to rely on technology over a large physical presence even as the company is weighted 

toward higher risk lending in the credit card and auto spheres. Of course, the elevated marketing 

spend stands out versus other major financials, but COF’s digital focus has historically allowed it 

to spend more on advertising than on traditional overhead. While we know consumer credit will 

normalize higher over time, we appreciate management acting to acquire customers while the 

iron is hot, and rates move in their favor. Our Target Price for COF is now $194. 

European health-focused conglomerate Koninklijke Philips NV (PHG – $25.78) earned $0.17 

per share in Q1, half of the figure from a year ago, and 20% under the consensus analyst 

estimate. Comparable revenue, which the firm reports gross of currency or M&A effects, 

declined by 3.8%, which management attributes mostly to consequences of Respironics recalls 

and supply chain headwinds. The declines were broad across Philips’ geographic footprint, with 

Personal Health the lone operating segment of three to post revenue growth. 

CEO Francois van Houten stated, “We continue to face severe supply chain disruptions across 

our businesses primarily related to the shortage of electronic components, increased shipping 

times and now, again, COVID affecting suppliers. We expect these headwinds to continue in the 

coming quarters, but we are taking decisive actions with daily management to mitigate the 

impact. We had already expanded the long-term orders with our suppliers and increased spot 

buying. Our R&D teams are adjusting product designs to diversify sourcing of components. 

Moreover, we are calling on suppliers and governments at senior levels to prioritize health care 

products in the supply of components. While we see some positive effects of these actions, 

visibility in component availability remains poor due to lack of visibility from suppliers, which 

makes difficult to forecast accurately.” 

Regarding the Respironics recall, he added, “We are deeply committed to supporting the 

community of patients who rely on our sleep and respiratory care solutions and the physicians 

and customers who are dedicated to meeting patient needs. The repair and replacement program 

is underway globally, and we have produced more than 2.2 million repair kits and replacement 

devices to date. We have increased our weekly production output more than threefold over recent 

months and are accelerating further despite the global supply chain challenges. We recorded a 

EUR 65 million increase in the field action provision in the quarter, which is mainly related to a 



higher expected volume of devices eligible for remediation and higher communication costs. 

Around mid-February, when there was extensive communication around the recall, there was an 

increase in the number of daily registrations, which has subsequently reduced. This increase in 

registrations led us to revise the U.S. regression model based on which we now anticipate an 

additional 300,000 units which will need to be remediated. Given the increased number of 

devices, we now expect to complete over 90% of the production and shipment to customers in 

2022. Additionally, a further EUR 100 million provision was recorded for potentially higher cost 

of execution, such as inflationary pressures, and to ensure the speed of the program in a volatile 

environment as we strive to get a solution to patients as fast as possible.” 

The myriad of issues facing the firm are undoubtedly concerning, but we’re of mind that a more 

than 50% drawdown in the stock since this time a year ago has priced in a lot of the bad news, 

while we continue to appreciate the oligopolistic nature of most of the firm’s end markets. 

Philips isn’t alone in its battle with inflation and supply constraints, but a growing order book 

indicates that demand persists for the company’s products. The potential liability from ongoing 

litigation is unknown, but Philips is taking steps to make good with owners of its ventilator 

products. Moreover, the latest publicly available data on the issue appear reassuring, while PHG 

and its competitors have warned that the use of ozone cleaning methods will void warranty and 

may contribute to decomposition of the foam. Early still in our period of ownership, we await 

greener pastures in the coming years. Shares offer an attractive dividend yield of 3.2% and our 

Target Price has been shaved to $45. 

Shares of Merck & Co. (MRK – $88.69) rose nearly 5% last week after the drug giant reported 

Q1 results. Merck earned $2.14 per share in the quarter, $0.31 above the consensus analyst 

estimate, as revenue grew 50% year-over-year to $15.9 billion, boosted by shares of oral COVID 

treatment Lagevrio. Apart from Lagevrio, sales grew 19% versus a year ago. Nearly half of sales 

are from leading drug Keytruda, HPV vaccine Gardisil and the Animal Health suite of products, 

which grew 27%, 60% and 9%, respectively. The solid performance led management to raise its 

full-year sales and adjusted-earnings guidance compared to what it gave last quarter. The 

company now expects between $56.9 billion and $58.1 billion of sales, and between $7.24 and 

$7.36 of adjusted earnings per share, up from sales between $56.1 billion and $57.6 billion and 

earnings per share between $7.12 and $7.27. 

CEO Robert Davis stated, “We’ve had a strong start to 2022, achieving very strong top and 

bottom line growth. Commercially, we continue to execute well across a broad set of key growth 

drivers most notably, Keytruda, Gardisil and Animal Health. Our performance reflects robust 

underlying demand for our de-risked innovative portfolio and reinforces the importance of our 

science-led strategy. On Lagevrio, we’ve accelerated broad global access, and it’s now 

established as an important tool for patients and health care providers to address the ongoing 

pandemic. Since receiving emergency use authorization in December, we’ve delivered 

approximately 6.4 million courses to more than 30 countries. The success we are achieving is 

reflected in our updated 2022 guidance, which demonstrates our expectation for another year of 

strong growth and overall business momentum. Our oncology business is benefiting from the 

continued rollout of new and important indications, including in earlier lines of therapy. Global 

demand for Gardisil remains strong and growth will benefit from increased supply as a result of 

the significant investments we are making to expand manufacturing capacity, and our Animal 



Health business remains positioned to grow at above-market rates. Longer term, we remain 

confident in our ability to deliver strong revenue growth and operating margin expansion through 

2025. We’re preparing for the post-Keytruda LOE period by continuing to strengthen the levers 

we have and building upon them in order to deliver long-term growth.” 

He added, “Beyond our existing portfolio, business development remains a key priority. We 

remain highly focused in our pursuit of the best external innovation and will be appropriately 

aggressive when great science and value align. We have a strong track record of business 

development, but we know we need to do more. And we believe we are well positioned to 

quickly deploy capital towards the right strategic assets as they present themselves. And finally, 

we’ll continue to advance our broad pipeline across key therapeutic areas in order to deliver 

medically important innovations to patients.” 

Merck has had several major successes with Keytruda, Lagevrio, Gardasil and Januvia on pace to 

each gross well over $3 billion in 2022 (the first 2 clearing that hurdle in a single quarter). With a 

deep pipeline and room to add to existing franchises, we think MRK offers significant growth at 

a very reasonable valuation, while shareholders are rewarded with a big 3.1% yield. Despite the 

rally of late, MRK still trades well below its historical P/E multiple relative to the market. The 

company boasts a history of returning cash to shareholders, a diversified revenue stream and 

solid free-cash-flow generation. Our Target Price has been bumped up to $114. 

Shares of Caterpillar (CAT – $210.54) ended last week down 3%, despite the constriction 

equipment giant’s posting of solid Q1 results. CAT delivered adjusted EPS of $2.88, versus the 

consensus forecast of $2.61, on revenue of $12.89 billion (slightly outpacing expectations of 

$12.79 billion). Despite the better-than-expected results, investors seemingly were concerned by 

continued supply chain constraints, increased input costs and its China business, due to current 

COVID lockdowns and restrictions. 

CAT’s construction segment performed well in the quarter, up 12% year on year, thanks to 

stronger pricing and volume. However, operating margin came in at 17.3%, down about 170 

basis points from the first quarter of 2021. While supply headwinds present near-term 

challenges, we continue to think that CAT has a strong ability to offset rising costs, thanks to its 

pricing power. We believe that customers are willing to pay higher prices for machinery that is 

high quality and exceptionally durable. Dealer inventories improved in the quarter, increasing 

$1.3 billion from the fourth quarter of 2021. We still think dealer inventories will remain towards 

historically low levels for the next few quarters, given the current supply chain crunch. However, 

as supply pressures ease throughout the year, Caterpillar’s dealers should start to restock in 

anticipation of increased infrastructure-related spend in the U.S. 

“I’m proud of our global team’s performance as they achieved double-digit sales growth despite 

ongoing supply chain challenges. We remain focused on supporting our customers and executing 

our strategy for long-term profitable growth,” said CEO Jim Umpleby. “Our strong balance sheet 

allowed us to repurchase shares and pay dividends totaling $1.4 billion in the quarter.” 

Strong demand across most of its markets, enhanced by higher commodity prices and an 

extended backlog has us believing that CAT is poised to enjoy strong earnings growth over the 



next couple of years. Mix in increased service revenue and long-term structural cost reductions 

with a quite reasonable valuation and 2.1% dividend yield, and we think CAT should still be a 

core industrial holding in broadly diversified Value oriented investment portfolios. Our Target 

Price has been lifted to $286. 

One of only a handful of stocks in the green on Friday, shares of Celanese (CE – $146.94) were 

up 2.8% on the release of Q1 financial results. The specialty chemical producer earned a record 

$5.54 per share (versus $4.51 est.) as revenue grew 42% year-over-year to $2.5 billion (also a 

record). CE’s global reach allowed it to move Acetyl Chain volume from lower prices in the 

eastern hemisphere to higher prices in the west mid-quarter. Volumes improved 8% in the 

segment from Q4, while Engineered Materials volumes jumped 23% even with a price hike of 

7%. Celanese intends to price its debt to fund the purchase of Dupont’s mobility and materials 

portfolio around mid-year, though it may need less than originally planned given the robust cash 

flow generated from a string a solid quarters. 

CEO Lori Ryerkerk stated, “I thank our teams for delivering record adjusted earnings per share 

in the first quarter, exceeding our prior record by 10 percent, and for establishing tremendous 

momentum at the start of 2022. We are squarely focused on continuing this momentum in our 

business performance and preparing ourselves for the close of the M&M acquisition which will 

usher in the next phase of shareholder value creation at Celanese.” 

Ms. Ryerkerk added, “Our team continues to demonstrate the capability of our Engineered 

Materials and Acetyl Chain business models to deliver robust performance despite persistent cost 

inflation and various external disruptions to our supply chain. We have successfully mitigated 

the vast majority of these disruptions, we are closely monitoring developing challenges including 

COVID-19 lockdowns across China and worsening reliability of global maritime logistics. As 

pricing in upstream products within the Acetyl Chain continues to moderate, we expect that 

strength in downstream Acetyl Chain products as well as continued robust performance in 

Engineered Materials will drive second quarter adjusted earnings of approximately $4.50 per 

share. With this strong start to the year, we now expect 2022 adjusted earnings per share to 

approach our 2021 adjusted earnings per share performance.” 

Celanese has typically enjoyed a cost advantage in many of its markets and has been able to push 

through regular price increases. A 15% slide since mid-January puts shares at 10 times NTM 

adjusted EPS expectations, which we find attractive for the high-quality chemical producer. The 

dividend yield now stands at 1.9%. We continue to like the company’s exposure to secular 

growth markets like electric vehicles and 5G through its Engineered Materials segment and think 

it is positioned to win from customer sustainability efforts. Our Target Price for CE has been 

boosted to $221. 
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