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Volatility – Stocks Head South Again in Latest Trading Week; Value Continues to Outperform 

Inflation – Stocks Historically a Good Hedge 

Fed – Value Has Performed Best in Tightening Regimes 

Interest Rates – Rising Bond Yields Historically OK for Stocks & Not So Good for Bonds 

Recession – Not the Current Forecast; But Value Has Performed Well on Average Pre- and Post-

Economic Contractions 

Sentiment – Be Greedy When Others are Fearful 

Ben Graham Conference – 13 Undervalued TPS Selections 

Stock News – Updates on TGT, KSS, INTC, DPSGY & NTR 

Market Review 

As discussed in the June edition of The Prudent Speculator, we bought the following for 

Buckingham Portfolio on Monday, June 6: 

27 ManpowerGroup (MAN – $82.85) at $88.3231 

24 Target (TGT – $149.67) at $160.17 

In our hypothetical accounts, we added the following, also on Monday, June 6: 

Millennium Portfolio 

97 Meta Platforms (META – $175.57) at $193.99 

137 Moderna (MRNA – $127.12) at $137.99 

PruFolio 

56 Digital Realty (DLR – $131.36) at $134.50 

159 Pinnacle West Capital (PNW – $73.73) at $77.71 

***** 

It certainly was a bad week for the equity markets,… 



 

…with about the only consolation being that the waterfall selloff in the final minutes of trading 

on Friday did not push the S&P 500 below the May 19 closing low. 



 

Despite suffering big losses as well, Value stocks again held up better than their Growth 

counterparts, continuing the significant outperformance seen this year, over the last 12 months 

and the last two years. 



 

Certainly, there is little about which to crow, given that we are now mired in the 36th correction 

(a 10% or greater decline) since the launch of The Prudent Speculator more than 45 years ago,… 



 

…even as we know that volatility is something which investors must always endure on their way 

to obtaining sizable long-term rewards. 



 

***** 

Of course, we understand that the Consumer Price Index in the U.S. came in hotter than expected 

last month,… 



 

…though stocks historically have been a good hedge against high CPI readings,… 



 

…with Value having performed very well during the supposedly awful 1965 – 1981 period in 

which inflation averaged 7% per annum. 



 

To be sure, the inflationary shock has folks worried that Jerome H. Powell & Co. will hike the 

target for the Fed Funds rate numerous times over the balance of the year,… 



 

…though history suggests Federal Reserve monetary tightening, on average, provides 

ammunition in support of Value stocks,… 



 

…with rising interest rates generally a reason to hold tight to equities,… 



 

…and to rethink supposedly safer fixed income exposure. 



 

***** 

No doubt, folks have grown more worried that a less accommodative Fed will lead to an 

economic recession, with the odds of a contraction rising,… 



 

…despite Janet L. Yellen stating last week, “There’s nothing to suggest a recession is in the 

works.” The U.S. Treasury Secretary conceded that the global economy faces an array of serious 

threats and that gas prices are unlikely to fall in the near term, but she believes that the U.S. 

economy remains strong despite rising prices and that a solid labor market,… 



 

…and robust household finances should be able to continue to propel consumer spending. 



 

Obviously, anything can happen as we go forward, but a recession in the U.S. or the Globe this 

year or next was not the in the forecasts released last week by both the World Bank,… 



 

…and the Organisation for Economic Co-operation and Development. 



 

Europe would seem to be in the most danger of recession, but Christine Lagarde, President of the 

European Central Bank, said last week, “Russia’s unjustified aggression towards Ukraine 

continues to weigh on the economy in Europe and beyond. It is disrupting trade, is leading to 

shortages of materials and is contributing to high energy and commodity prices. These factors 

will continue to weigh on confidence and dampen growth, especially in the near term. However, 

the conditions are in place for the economy to continue to grow on account of the ongoing 

reopening of the economy, a strong labour market, fiscal support and savings built up during the 

pandemic. Once current headwinds abate, economic activity is expected to pick up again. This 

outlook is broadly reflected in the Eurosystem staff projections, which foresee annual real GDP 

growth at 2.8 per cent in 2022, 2.1 per cent in 2023 and 2.1 per cent in 2024. Compared with the 

March projections, the outlook has been revised down significantly for 2022 and 2023, while for 

2024 it has been revised up.” 

To be sure, the near-term economic outlook is suspect,… 



 

…but we take comfort in the historical recession and equity return figures should the predictions 

presented above turn out to be inaccurate. 



 

***** 

We do find it fascinating, and exciting from a contrarian perspective, to see the record-high level 

of pessimism currently being shown by consumers,… 



 

…especially given the all-time-high nominal U.S. GDP turned in last quarter and the likelihood 

that both nominal and real GDP will rise this quarter. 



 

We also note that investors are not feeling optimistic, which is another positive from a contrarian 

perspective,… 



 

…with it always puzzling why folks would be much more excited about future equity market 

prospects the week prior when stock prices were 5% higher, especially with corporate profits still 

expected to show solid growth,… 



 

…and valuations remaining very reasonable. 



 

***** 

Not surprisingly, we remain optimistic about the long-term prospects of our broadly diversified 

portfolios of what we believe to be undervalued stocks,… 



 

…even as we must be braced for additional near-term downside, noting that the equity futures on 

Sunday evening were suggesting that the Bear Market (down 20%) thresholds for the S&P 500 

of 3837 (closing basis) and 3855 (intraday basis) were both in danger of being breached when 

trading resumes this week. 

Keeping the long-term faith is the thrust of the virtual presentation your Editor will be making 

this morning as part of the Ben Graham IX Annual Conference, where the baker’s dozen of 

stocks below will be highlighted,… 



 

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. 

Target (TGT – $149.67) announced updated guidance last week for Q2 and the rest of 2022, 

which management expects will be impacted by plans to clear excess inventory and add capacity 

for storage and distribution. The retailer’s plans include the addition of incremental holding 

capacity near U.S. ports and 5 distribution centers over the next two fiscal years. The release also 

noted shifting consumer purchase trends from discretionary items like home furnishings that 

were popularly throughout the pandemic to food, beverage and other essentials, along with 

beauty products. 

https://theprudentspeculator.com/dashboard/


CEO Brian Cornell said, “Target’s business continues to generate healthy increases in traffic and 

sales, despite sustained volatility in the macro environment, including shifting consumer buying 

patterns and rapidly changing operating conditions. Since we reported our first quarter results, 

we have continued to monitor external conditions and have determined the necessary actions to 

remain nimble in the current environment. The additional steps we are announcing today will 

ensure that we deliver for our guests while driving further growth. While these decisions will 

result in additional costs in the second quarter, we’re confident this rapid response will pay off 

for our business and our shareholders over time, resulting in improved profitability in the second 

half of the year and beyond.” 

Though the stock had already been severely punished when Q1 earnings were announced, shares 

skidded another 7% last week. Target is hardly the only major big-box retailer to identify 

inventory challenges of late, which have been exacerbated by the tardy onset of warmer weather. 

Management now expects an operating margin for Q2 of 2%, which is much lower than the 5.6% 

goal suggested on the firm’s quarterly conference call last month, but the measure is anticipated 

to breach 5% in the second half of 2022. 

Trims to some of our positions last year at $197 and $253 in January and July appear well timed, 

and given the recent carnage, we have taken action to bring up many underweight portfolios to a 

full weighting. We think the considerable appeal Target holds for consumers remains intact even 

as shifting consumer sentiment and supply issues weigh in the near term. Illustrative of 

management’s confidence in the future, Target announced a 20% hike in the quarterly dividend 

last week, pushing the yield up to 2.9%. Our Target Price for TGT is now $253. 

The M&A saga continues for Kohl’s (KSS – $45.75). The drama began in January this year as 

activist investors began touting interest in the omnichannel specialty retailer. The latest twist 

involves a prospective deal announced this past Monday with Vitamin Shoppe operator 

Franchise Group. The potential buyer has offered $60.00 per share and has entered exclusive 

negotiations with Kohl’s for a 3-week period. The current arrangement is non-binding but is 

intended to allow Franchise Group, which has reportedly secured $2 billion of financing from 

Apollo Global, time to perform due diligence. 

Lots of pessimism for a deal apparently persists with the current price tag for shares now well 

below a 5-handle, even as management publicized their own valuation estimate for the firm of at 

least $70 after engaging with Goldman Sachs (GS – $287.02) to shop the retailer. Indeed, an 

offer of that amount was reportedly on the table as recently as April, as a trio including private 

equity and activist hedge funds had expressed interest, albeit followed by complaints about the 

availability of information for due diligence purposes. And Street analysts even warned last week 

that a deal would likely take months to close (which would, in reality, be record time, and hardly 

a concern), although a KSS sale has theoretically been a possibility now going on five months. 

While we feel at this point that a transaction is more likely than not, we reiterate our position 

from two weeks ago: Acknowledging that Kohl’s has many battles to work through – activist 

investor pressure, management changes, inflation and deteriorating consumer dynamics – we 

think that investors with a longer-term view might find that the company has multiple 

opportunities to realize shareholder value, whether it continues as a stand-alone or through a 



corporate action. It has been difficult to handicap which buyout stories are credible (or material) 

and which are not, so we have generally excluded them from our long-term expectations, though 

that may change at any time as new information becomes available. We consider Kohl’s to be 

substantially discounted from its intrinsic value, as is evident by our $70 Target Price. KSS 

yields 4.4%. 

Shares of Intel (INTC -$39.18) sank nearly 10% last week after CFO Dave Zisner’s comments at 

the Bank of America Securities 2022 Global Technology Conference added to investor worries. 

The chip maker’s finance chief said, “I think on the macro side, clearly, [demand is] weaker. 

And we, like everyone else, will be impacted by the macro events that are unfolding here more 

recently. That’s clearly going to impact us, as it will virtually everybody else in not only the 

semiconductor industry but globally in terms of corporations. For us, the other thing was we had 

three kinds of headwinds coming into the quarter, which we talked about. One was the match set 

issue where customers could not get enough components to build product. That was we expected 

to impact demand. The second was inventory. We expected customers to reduce their inventory 

levels, which would impact their demand on us. And then there was the China, Shanghai closure 

and we expected that to open up in early May. And it takes time to get back to normal but get 

back to normal on a relatively quick fashion. I think in all three cases, the circumstances at this 

point are much worse than what we had anticipated coming into the quarter.” 

Looking further out, Mr. Zisner explained, “I think when you look at it over the long-term 

though, semiconductor industries have cycles to them. Every company within the semiconductor 

industry has a slightly different cycle to them, and that’s how we’re used to managing through 

those things…I feel really good about our opportunity to hit the model within the time frame we 

talked about. I feel good about the growth rate moving to this 10% to 12% by ’25 to ’26. 

Margins to be back towards the higher end of our range of 54% to 58%. We expect to have good 

cash flow once we’ve made the necessary investments over the next three years. One of the more 

positive things that has also happened over the last four or five months is our capital offset, the 

smart capital strategy that we talked about at Investor Day is actually going pretty well…We’re 

going to go through some choppiness for sure in the near term as everyone else will as well. And 

what we’ve got to do is kind of keeps our heads down and drive the business, execute to the plan 

and things will have a good outcome for us.” 

The sour mood seemed to catch some analysts by surprise, which we find surprising given 

INTC’s recent comments have indicated the company is definitely not out of the restructuring 

woods. Plus, we have not been shy to bemoan Intel’s manufacturing difficulties in recent years, 

while CEO Pat Gelsinger’s turnaround plans to have yet to gain steam. Chip making is capital-

intensive and it takes time for the first chips to roll off the production line. We think it’s worth 

cutting INTC management a little more slack to get the house in order. Intel’s business risk is 

certainly above-average for our portfolios, but we think its return profile more than compensates 

for that above-average risk. We continue to like the valuation (11.5 times forward earnings and 

3.7% dividend yield), the direction and potential. Our Target Price is now $64. 

Judging by the stock price chart alone, one would be forgiven for having mistaken shares of 

Deutsche Post AG (DPSGY – $36.99) for one of many high-flying growth names that have 

seemingly encountered gravity in 2022. Incredibly, shares have shed more than 40% of their 



value, even as the German letter and parcel carrier is primed to produce EUR 8 billion of 

operating profit this year. Such a result would eclipse the banner performance in 2021 by a hair. 

While careful not to dismiss challenges to the global economy from tight labor, roaring energy 

costs and others, management was rather upbeat at the firm’s annual shareholder meeting last 

month as it expects larger and heavier B2B shipments and continued strong E-Commerce growth 

and cross-border optimization to boost results. 

CEO Frank Appel then claimed, “At the beginning of this week, we announced the figures for 

our first quarter, which was better than the first quarter of the past year, even though that was a 

record as well. And we also confirmed our guidance at the beginning of the week. We believe 

that our targets are still attainable, and we believe that we can maintain the high level of profits 

that we’ve already achieved. Possibly, we can even go beyond that. But we always need to look 

ahead.” 

He added, “We want to push ahead with digitization. We will continue to focus on our core 

business. And this strategy was launched at the right time, and it proved to be the right strategy. 

So let me just shed some light on some of the aspects of our strategy, which are of particular 

importance. First of all, this strategy and our financial power make it possible for us to keep on 

investing. And that’s important because there’s still a crisis and it may become even harder to 

deal with it, but we have the financial power to keep on investing in our business.” 

Of course, some level of normalization is likely in the near term (for example, Express segment 

profits in 2021 were more than what was generated by the whole firm before the pandemic), 

especially as the European Central Bank is now on course for rate hikes in 2022 and many worry 

that Europe is headed for recession. We contend, however, that the latest pessimism is overdone 

with shares trading for a massive discount to their long-term average forward P/E ratio. The 

American Deposit Receipt offers a net dividend yield of 3.7% and our Target Price is $76. 

Even as shares have skidded from their April high, the outlook for Nutrien (NTR – $86.46) has 

brightened further as the Russian invasion of Ukraine continues to impact the supply of fertilizer 

around the globe. The Canadian producer of crop nutrients announced last week that it aims to 

boost production to 118 million tonnes by 2025 to fill a massive supply gap and as countries 

reevaluate global trade patterns to solidify the reliability of their supply sources. As we have 

previously noted, Russia and neighboring Belarus are the second and third largest producers of 

potash after Canada, and Nutrien CEO Ken Seitz has suggested that the former two countries 

were expected to account for 60% of the world’s supply of the nutrient over the next five years. 

This decision to boost production is certainly a major one and will leave Nutrien needing to 

replenish its own nutrient sources. Management says it is currently looking for ways to produce 

more nitrogen through green- and brownfield expansions. CFO Pedro Farah suggested the payoff 

for these moves makes sense if the market is supportive of current prices for one to one-and-a-

half years. 

Given the constructive environment, management announced at the firm’s Investor Day last 

week that it would buy back an additional $2 billion of stock in 2022, on top of the $2 billion in 



repurchases announced in February. These actions bring projected capital to be returned to 

shareholders close to $5 billion including dividends. 

We acknowledge that commodity prices often swing wildly. Nevertheless, we have also believed 

for some time that long-term trends in agriculture are favorable, irrespective of global conflict, 

and we continue to doubt that the confluence of global events will resolve in the near term. 

Nutrien raised its EBITDA guidance to between $14.5 billion and $16.5 billion, more than 

double the year-ago period. The dividend yield is 2.2% and our Target Price now stands at $130. 

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. 
 

 


