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Market Review 

Including Vladimir Putin threatening to raise the stakes in the War in Ukraine and culminating 

with a sigh of relief that the Dow Jones Industrial Average rebounded in the final hour on Friday 

to lose only 486 points on Friday, it was a terrible week for equities,… 



 

…pushing the average stock and the major market averages back into Bear Market territory,… 



 

…and sending one prominent investor sentiment gauge to near-record levels of pessimism. 



 

No doubt, the selloff has been disconcerting, and history shows that September is statistically the 

worst month of the year,… 



 

…but stock market corrections happen with surprising frequency,… 



 

…while the average stock also endured a 20%-plus Bear Market plunge in 2020,… 



 

…and in 2018,… 



 

…and in 2016. 



 

Happily, despite all of those downturns, and numerous others through the years, equities have 

delivered terrific long-term returns,… 



 

…even with the newspaper headlines seemingly always providing plenty of headwinds. 



 

***** 

Though stocks rallied briefly on Wednesday during Jerome H. Powell’s Press Conference that 

followed the Federal Reserve’s decision to hike interest rates by another 75 basis points,… 



 

…his use of the word “pain” again proved problematic. The Fed Chair explained, “We have got 

to get inflation behind us. I wish there were a painless way to do that. There isn’t.” The hawkish 

statement caused the Fed Funds futures to forecast a 4.71% high on the Fed Funds rate next year, 

up from 4.40% a week ago,… 



 

…which echoed the latest projections for the benchmark lending rate from the Federal Reserve 

Board Members. 



 

Of course, though history shows that Tightening cycles, on average, are not reason to abandon 

stocks,… 



 

…the Fed lowered its projection for real (inflation-adjusted) GDP growth this year to 0.2% and 

1.2% next year, while the outlook for the near-term health of the economy continued to retreat. 



 

No doubt, the odds of recession are high,… 



 

…and the Conference Board is now predicting an economic contraction will occur,… 



 

…while existing home sales dropped 0.4% in August and data on the prospects for new homes 

were not great. 



 

On the other hand, the labor situation remains strong,… 



 

…and the latest read on the health of the factory and services sectors were better than expected. 



 

***** 

To be sure, nobody knows for sure how the economic conditions will evolve, including the 

Federal Reserve. As Chair Powell explained, “Over coming months, we will be looking for 

compelling evidence that inflation is moving down, consistent with inflation returning to 2 

percent. We anticipate that ongoing increases in the target range for the federal funds rate will be 

appropriate; the pace of those increases will continue to depend on the incoming data and the 

evolving outlook for the economy. With today’s action, we have raised interest rates by 3 

percentage points this year. At some point, as the stance of monetary policy tightens further, it 

will become appropriate to slow the pace of increases, while we assess how our cumulative 

policy adjustments are affecting the economy and inflation. We will continue to make our 

decisions meeting by meeting and communicate our thinking as clearly as possible.” 

The economy very well could go into recession, but such an event, historically, has not been a 

reason to sell stocks, on average, especially those of the Value persuasion,… 



 

…while the long-term evidence shows that equities have traditonally been a good hedge against 

inflation. 



 

And, with so many comparing the current environment to the late-70’s, we cannot forget the 

fantastic returns on stocks during the Volcker years, when the then-Fed Chair dramatically hiked 

interest rates, triggering two recessions in the process. 



 

***** 

Certainly, we understand that there is no assurance that the past is prologue, but the current 

estimates for corporate profits do not call for an earnings contraction next year,… 



 

…and we continue to believe that stocks, in general, are attractively priced, despite the spike in 

interest rates,… 



 

…while we like the inexpensive valuations and generous dividend yields associated with our 

broadly diversified portfolios of what we believe to be undervalued stocks. 



 

As always, we remain braced for additional downside, with the outcome of the Italian elections 

on Sunday and the continued strength of the U.S. dollar likely to lead to more selling when 

trading resumes today. Nevertheless, we will keep the faith that equities will continue to prove 

rewarding in the fullness of time, as has been the case following every other scary downturn. 

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 posted 

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

One of a handful of stocks to end last week in the green, shares of Change Healthcare (CHNG 

– $27.32) moved 7% higher on Tuesday when it received the apparent go-ahead to complete its 

long-delayed merger with Optum Insight, a division of UnitedHealth Group. Change said that the 

U.S. District Court for the District of Columbia issued an opinion and final appealable order 

https://theprudentspeculator.com/dashboard/


denying the request made by the U.S. Department of Justice and the States of New York and 

Minnesota for the Court to enjoin UnitedHealth from acquiring the company. 

A spin-off of McKesson Corp in early 2020, Change had entered an agreement to sell itself to 

UnitedHealth in January the following year. The deal (Change holders will receive $25.75 per 

share in cash) is set to close very soon, though it has been nearly two years from the initial 

agreement. 

Our resolve was certainly tested throughout our holding period as shares steadily declined while 

the market rallied throughout much of 2021. But since the turn of 2022, CHNG has reversed 

course to outpace the broad equity indexes over our holding period. Sweetening the buyout 

arrangement (and the reason the stock is trading above the deal price) is a $2.00 per CHNG share 

dividend payable the first business day following the closing of the merger. 

For the time being, we plan to hold our Change shares for the completion of the transaction. 

With market participants seemingly looking for any excuse to be pessimistic, shares of General 

Motors (GM – $35.48) skidded 11% last week in large part due to rival Ford warning that 

unavailability of some parts would affect that automaker’s Q3 earnings. Ford didn’t specify 

which parts were missing, but its full-year guidance remained unchanged, implying that it would 

make up ground the following quarter. 

For its part, all signs continue to point toward Electric Vehicles for GM, even as progress at 

times has seemingly lagged competitors, emboldening skeptics. 

But the company will launch the electric model of its signature Silverado pickup in early 2023, 

along with a Chevrolet Blazer EV and Equinox EV later in the year. Of course, tight supply 

chains have also plagued the Detroit-based automaker and worries about recession and the health 

of the consumer remain headwinds. 

Still, CEO Mary Barra said at a recent conference that GM is “on track to hit our goal of having 

1 million EV units by 2025 in North America, and in China,” where she expects the company to 

generate about $50 billion in revenue and includes having an all-electric product for its light-duty 

offering by 2035. The company also announced a major partnership last week with rental car 

company Hertz, which plans to order up to 175,000 of GM’s electric vehicles over the next 5 

years across multiple GM brands and categories. 

Nearly cut in half year-to-date, we find shares very cheap trading for just 5 times EPS estimates 

expected over the next few years, which have been revised downward in recent months. And, 

while modest, the automaker resumed its dividend after an 18-month hiatus to go along with a $5 

billion share repurchase authorization (almost 10% of the market cap). The dividend yield is 

1.0% and our Target Price for GM is $68. 

Many seemingly found President Joe Biden’s comment from a recent 60 Minutes interview that 

“the pandemic is over” as reason to dump shares of Moderna (MRNA – $123.64), even as he 

attempted to clarify the remark, saying that the pandemic is “not where it was.” 



Of course, just five million individuals have received the new updated (bivalent) booster 

designed to target the omicron COVID variant, which currently causes most cases of the virus, 

versus the 171 doses ordered by the government for the fall. 

Moderna has had difficulty rolling its bivalent booster out to the market, having been plagued by 

a manufacturing problem with one of its contract manufacturers. But we suspect some might be 

hesitant to get flu and COVID jabs at the same time out of caution about the sometimes-harsh 

reaction to the latter, and many may prefer getting the jab closer to the holidays and colder 

weather, when case counts are expected to pick up. 

With 356 individuals continuing to die from the virus in the U.S. each day according to the CDC, 

it seems to us that plenty of demand still exists globally for COVID vaccines (particularly among 

high-risk groups of individuals), with the U.S. representing just a third of Moderna’s revenue in 

2021. Nevertheless, we acknowledge that Moderna lacks the size and distribution capabilities 

possessed by several of its peers. 

The challenges in producing revolutionary vaccines are numerous, and are compounded by the 

dramatic reduction of revenue anticipated from the firm’s COVID-19 vaccine in the coming 

years, even as sales from Q2 came in 19% above Wall Street consensus estimates. Should 

revenue continue to surprise to the upside, we’ll be looking for management to put a big chunk 

of the $3 billion approved by the board for share repurchases to work. 

Aside from COVID, Moderna also has therapies for three different diseases in phase 3 trials at 

present (RSV, influenza & CMV), each of which are potentially $1 billion sales opportunities. 

Shares trade modestly above the low from mid-June and we continue to appreciate the $18 

billion of net cash and investments on the balance sheet at the end of June. Our Target Price for 

MRNA is $258. 

Semiconductor giant Qualcomm (QCOM – $121.19) hosted its September 2022 Investor Day in 

New York, which was focused on the company’s Automotive segment. CEO Christian Amon 

said, “We’re very uniquely positioned. We’re very different than many of our peers. The reality 

is every day that goes by, our IP and portfolio is becoming more relevant. I think that’s what is 

going to give us the right to win, and it’s going to be the foundation of this great business we’re 

building for the company for the long term. So with that, I will start talking about really the new 

Qualcomm… It’s really about creating a world when everything is connected beyond phones, 

and it’s really about everyone and everything to be 100% connected to the cloud and intelligent. 

I think that’s our vision. And our role in this vision is very simple. That’s the elevator pitch in 

the company. We are the company that are going to bring data processing and intelligence to the 

edge, enabling cloud edge conversions with everything connected. That’s our mission. That’s the 

new Qualcomm, and that’s what’s really creating opportunity for growth as we see a number of 

new end markets, including automotive, for our technology road map in markets that are growing 

in many cases at double-digit rates.” 

Qualcomm estimates the addressable market is worth $700 billion within the next decade, with 

opportunities in Auto and Internet of Things adding to its product suite in the mobile market. The 

company expects its Snapdragon family of processors will power its “digital chassis,” which is a 



combination of a digital cockpit, car-to-cloud connectivity and autonomy (self-driving, 

presumably) engine. Qualcomm’s car-related projects are long-term in nature, so the 

announcements did little to change the trajectory of the short-term-oriented stock price. We 

suspect that the momentum will once again be in QCOM’s favor once there are some tangible 

successes coming from the opportunity. Our Target Price stands at $218, and we like that QCOM 

trades for less than 10 times NTM earnings while yielding 2.5%. 

FedEx’s (FDX – $149.33) fiscal Q1 2023 analyst call did little to spark enthusiasm amongst 

investors after the company’s terrible print the week before sent the stock plunging more than 

20%. CEO Raj Subramaniam said of the company’s efforts to trim costs, “The final components 

of our expected fiscal ’23 savings will be from overhead expenses as we right-size our overall 

cost structure. These actions include our plans to close nearly 140 FedEx office locations and at 

least 5 corporate office facilities. Additionally, FedEx Services has stopped all noncritical 

projects. In total, our overhead reduction actions, including FedEx services, will contribute $350 

million to $500 million. We realized nearly $300 million in cost savings from these actions in Q1 

and expect approximately another $700 million in Q2, with the remainder of the fiscal ’23 

savings realized during the second half of the year.” 

He continued, “The second part of our cost plan is focused on permanent reductions, and we 

have launched DRIVE, a program supporting our Deliver Today, Innovate for Tomorrow 

strategy introduced in June. DRIVE is how we execute on that strategy. Our team has already 

started implementing cost reductions under this program, and this will ultimately enable Network 

2.0, the long-term end-to-end trend optimization of our network. Sriram Krishnasamy, our newly 

appointed Chief Transformation Officer, will facilitate DRIVE and continue reporting directly to 

me. In total, we expect to take out an additional $4 billion in costs related to DRIVE by fiscal 

year 2025. To be clear, these are incremental to the fiscal ’23 savings I outlined.” 

The company’s cost-cutting plan was fairly unspecific (and therefore was met with skepticism by 

analysts), with some of the near-term changes outlined in more detail than the huge $4 billion in 

potential savings by 2025. Cost cuts can only help so much, though, and a recovery in shipment 

volume is what FDX needs to return to earnings growth mode. Analysts now project FDX will 

earn about $14.50 this year, compared with $20.61 in 2022, with earnings again eclipsing the 

high-water mark by 2025. It’s certainly not easy to look past FDX’s 40% loss this year, but the 

company has weathered a variety of economic storms since it first started hauling packages in 

1971. This time always feels different, but we don’t see reasons that indicate a recession in the 

U.S. and/or Europe would serve FDX any sort of death knell. 

Though we have plenty of Industrial stock exposure in our broadly diversified portfolios, our 

Investment Team is considering bringing FDX back up to a normal weight for those that own as 

our Target Price now resides at $330. The stock trades for less than 10 times the depressed EPS 

outlook and the dividend yield is 3.1%. 
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