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Market Review 

As discussed on our Sales Alert on Tuesday, September 27, we made the following trades for our 

two real-money newsletter portfolios on Thursday, September 29: 

TPS Portfolio 

Sold 711 Delta Airlines (DAL – $28.06) at $28.3001 

Bought 70 FedEx (FDX – $148.47) at $148.125 

Buckingham Portfolio 

Sold 128 DAL at $28.3001 

Sold 113 Alaska Airlines (ALK – $39.15) at $39.21 

Bought 31 FDX at $148.125 

We will use the $28.3001 price to close out the 186 and 671 DAL shares respectively held in our 

hypothetical Millennium Portfolio and PruFolio on September 29. 

We will use the $39.21 price to close out the 223 and 313 ALK shares respectively held in 

Millennium Portfolio and PruFolio, also on September 29. 

***** 

Work is underway on the October edition of The Prudent Speculator. This month we have one 

new recommendation while our Graphic Detail offers long-term perspective from a Value-stock 

basis to help navigate today’s miserable market environment. If all goes according to plan, TPS 

672 will be emailed out on Tuesday, October 4. 



***** 

Speaking of miserable, stocks continued to sell off last week, with the major market averages 

pushing further into Bear Market territory. 

 

No doubt, the global headlines remined disconcerting, ranging from developments in the war in 

Ukraine to the devastation inflicted on Florida and elsewhere by Hurricane Ian to the continued 

carnage in sovereign debt. 



 

With plenty of leverage utilized in bond-land, we suppose it shouldn’t be a big surprise that the 

spectacular rise in interest rates,… 



 

…would lead to short-term turbulence in financial assets around the world. After all, as Warren 

Buffett states, when the tide goes out, you see who has been swimming naked, even as decades 

of market history show that equities have overcome all sorts of frightening events in the fullness 

of time. 



 

Interestingly, a couple of those scary periods included the Asian-Contagion equity plunge in the 

fall of 1997 and the collapse of Long Term Capital Management in 1998, due in large part to 

Russia defaulting on its debt. The U.S. equity market suffered huge losses during that period, 

with Al Frank’s TPS Portfolio then off far worse than today’s declines, prompting our founder to 

pen the words of wisdom below. 



 

***** 

Now, most understand that volatility is a normal part of the equity investing process,… 



 

…with Bear Markets having occurred every 3.4 years on average, yet stocks have managed 

terrific long-term returns. 



 

We know that the siren songs of the purveyors of doom-and-gloom have been growing louder, as 

is always the case any time equities head south rapidly,… 



 

…so we continue to focus on the inexpensive valuation metrics and generous dividend yields 

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



 

It also helps us stay sanguine that we think that stocks in general are attractively valued, despite 

the big jump in interest rates,… 



 

…even as we realize that the probability of recession in the U.S. remains high. 



 

Of course, lost in the big front-pager headlines last week was that the latest estimate for Q3 

domestic GDP growth from the Atlanta Fed jumped to 2.4%, up from 0.3% on September 27,… 



 

…with the projection bolstered by a better-than-expected report on the health of the consumer,… 



 

…not to mention continued surprisingly strong numbers on the jobs front. 



 

True, it is hardly as if everything is unicorns and rainbows for the economy, but the mood of the 

consumer has been relatively upbeat,… 



 

…rebounding from very pessimistic levels a couple of months back,… 



 

…with the housing market holding up much better than many would have expected. 



 

***** 

To be sure, we had another hot inflation reading last week,… 



 

…though inflation expectations have continued to retreat,… 



 

…with the Fed Funds futures market modestly reducing the number of expected additional rate 

hikes from the Federal Reserve last week. 



 

We understand that economic conditions are expected to weaken, with the Organisation for 

Economic Co-operation and Development lowering its global growth outlook last week, but the 

OECD is still projecting a 1.5% expansion in real (inflation-adjusted) GDP for the U.S. this year 

and 0.5% next year. 



 

Certainly, the OECD forecasts are nothing to write home about, but the economic backdrop is 

still expected to be supportive of corporate profits, with the understanding that supply-chain 

woes are impacting near-term results. 



 

***** 

It is hard to believe that the selling pressure will lessen when trading resumes this week, and 

October historically is the second worst month of the year on average,… 



 

…but we continue to think that a significant amount of bad news is in stock prices, while the 

contrarian in us likes the heightened level of investor pessimism we have been seeing,… 



 

…especially as there is ample evidence to support the admonition 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 several of our stocks that posted 

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

Citing often-inaccurate unnamed supply chain sources, a Bloomberg article last week said that 

Apple (AAPL – $138.20) was cutting back on plans to boost iPhone production growth. The 

article claimed, “The Cupertino, California-based electronics maker has told suppliers to pull 

back from efforts to increase assembly of the iPhone 14 product family by as many as 6 million 

units in the second half of this year, said the people, asking not to be named as the plans are not 

public. Instead, the company will aim to produce 90 million handsets for the period, roughly the 

same level as the prior year and in line with Apple’s original forecast this summer, the people 

said.” As a result, Apple shares fell about 3% and extended the decline to more than 8% by the 

https://theprudentspeculator.com/dashboard/


time the week was over, with a prominent analyst downgrade of the stock not helping matters. 

Suppliers, like Qualcomm (QCOM – $112.98), were also dragged down with Apple. 

Wall Street is always looking for an edge and supply-chain sources frequently serve as a useful 

way to derive customer trends. However, using supplier information for a company that uses 

several suppliers (such as Apple) is inherently problematic, especially as suppliers can see orders 

whacked for reasons outside of demand (low quality, delays, et cetera). Still, the problematic 

nature of the cuts was undone a bit by the third paragraph, which said that Apple was shifting 

production from the low-cost iPhone models to higher-end models. We suspect the margins are 

better on the high end. Will Apple trim production growth? Perhaps. Are we banking on one 

report? No. We consider Apple to be a key company in our broadly diversified portfolios and we 

aren’t making any portfolio decisions based on short-term and unconfirmed rumors. 

Of course, we realize that where there is smoke there may be fire, and we understand that the 

forward P/E ratio of 22 for AAPL leaves little margin for error in the current market 

environment. Our Target Price for AAPL has been trimmed to $180. Qualcomm, on the other 

hand, trades for just 9 times estimated earnings and yields 2.7%. Our Target Price for QCOM is 

presently $215. 

Micron Technology (MU – $50.10) will be a Portfolio Builder feature in this month’s TPS 672, 

and the memory maker’s Q4 earnings report included additional detail on capital spending that 

we weren’t able to fit in the column due to space constraints. CEO Sanjay Mehrotra said, “We 

made significant reductions to CapEx and now expect fiscal 2023 CapEx to be around $8 billion, 

down more than 30% year-over-year. CapEx would be lower if it were not for more than 

doubling our construction CapEx year-over-year to support the supply growth required to meet 

demand for the second half of this decade as well as investments for EUV lithography systems to 

support 1-gamma node development. WFE CapEx will decline nearly 50% year-over-year, and 

reflects a much slower ramp of our 1-beta DRAM and 232-layer NAND versus prior 

expectations. Fiscal 2023, WFE CapEx is focused on developing the technology capability of our 

leading nodes and new product introductions. To immediately address our inventory situation 

and reduced supply growth, we are reducing utilization in select areas in both DRAM and 

NAND. Our CapEx and utilization actions will have an adverse impact on our fiscal 2023 costs 

but they are necessary to bring our supply and inventory closer to industry demand. We will aim 

to grow our DRAM and NAND supply in line with demand over time while continuing to 

optimize our cost and portfolio to improve our profitability.” 

Mr. Mehrotra concluded, “We are a technology leader in both DRAM and NAND with a very 

competitive cost structure. We have leadership products and a strong portfolio that is 

transitioning towards high-value solutions. And we are gaining share in products that represent a 

more attractive profit pool in our industry. Our balance sheet is strong and allows us to invest 

appropriately to maintain technology, product and manufacturing leadership going forward. Our 

world-class quality and manufacturing expertise is recognized by our customers worldwide. We 

have delivered record revenues in multiple end markets in fiscal 2022 and while returning record 

levels of cash to our shareholders. While the near-term environment is challenging, we are 

confident in our ability to emerge stronger and deliver financial performance in line with our 

long-term financial model. The long-term manufacturing investments we are making will further 



strengthen our diversified fab footprint and position us to capitalize on the exciting long-term 

opportunities ahead of us.” 

Certainly, for near-term-oriented investors, the whack in spending would be concerning, 

especially as MU supplies a wide variety of customers. Diminishing demand for MU’s products 

likely reflects a softening production environment. Prior to the pandemic, there was a broad and 

heavy emphasis on just-in-time component deliveries. Management teams around the world 

started seeing substantial supply chain challenges and shareholders threw their hands up, 

wondering why there wasn’t more inventory on hand (which would have not been rewarded pre-

pandemic). Paired with weakening economic environments in many areas around the world, 

excess built-up supply needs to be worked through before new orders can be placed and we think 

MU is doing the right thing by adjusting near-term projects and keeping long-term ambitions 

intact. The initial read on MU shares was negative after the results were posted, and 

semiconductor capital equipment makers we hold like Cohu (COHU – $25.78), Kulicke & 

Soffa (KLIC – $38.53) and Lam Research (LRCX – $366.00) were under pressure. Deeper 

inspection seems to have revealed that the Micron report wasn’t so bad and shares ended roughly 

neutral in Friday’s ugly overall trading session. Our long-term interest in Tech remains and our 

Target Price for MU is $104, for COHU is $47, for KLIC is $82 and for LRCX is $697. 

Shares of Jabil Inc (JBL – $57.71) gained more than 2% in an ugly market week after the 

electronics concern reported fiscal Q4 EPS that beat the consensus estimate ($2.34 vs. $2.14). 

Revenue also came in higher than the Street target, rising 22% year-over-year to $9.03 billion, 

driven by 43% growth in the firm’s Electronic Manufacturing segment and 9% growth in the 

Diversified Manufacturing Segment. JBL’s operating margin increased by 40 bps (0.4%). For Q1 

2023, Jabil expects revenue in the $9 billion to $9.6 billion range and EPS between $2.00 and 

$2.40. 

Chief Financial Officer Michael Dastoor commented, “Across most of our end markets, demand 

has been extremely resilient, particularly in end markets that continue to benefit from strong 

secular tailwinds. We continue to expect these secular markets to expand in FY ’23. We also 

expect some consumer-centric end markets to underperform compared to the robust growth for 

the past 18 months. Unlike in past economic slowdowns where Jabil was highly concentrated in 

a particular product or end market, today, it is critical to think of Jabil not as one company, but as 

a well-diversified accumulation of many end markets, a number of which we expect will 

continue to benefit from long-term secular tailwinds. This product and end market 

diversification, coupled with our global network of connected factories, global best-in-class 

supply chain management and deep domain expertise, makes Jabil today markedly more resilient 

than we were 5 to 10 years ago as evidenced by our strong results in the last few years in the face 

of multiple significant global challenges. Our FY ’23 guidance assumes a moderate economic 

slowdown and some moderation in growth, which will impact certain end markets more than 

others.” 

Mr. Dastoor added, “We expect the momentum underway across our business to continue even 

in a subdued economic environment. Today, our business serves a diverse plan of end markets 

and areas that provide confidence in future earnings and cash flows. We have deep domain 

expertise complemented by investments we made in capabilities, all of which gives us 



confidence in our ability to deliver 4.8% in core margins in FY ’23 along with $8.15 in core EPS 

and more than $900 million in free cash flow. And importantly, our balanced capital allocation 

framework approach is aligned and focused on driving long-term value creation to shareholders.” 

We continue to like the company’s strong execution, diverse business (which management has 

worked consistently to improve since 2016) and shareholder-friendly orientation. The company 

announced a new $1 billion share repurchase program, bringing the total authorization up to $1.3 

billion. In FY 2022, Jabil repurchased 11.8 million shares worth $700 million. Trading near 7 

times forward earnings estimates, JBL offers very inexpensive exposure to multi-year tailwinds 

that we still see in Cloud, 5G and the electrification of automobiles. Our Target Price is $92. 

The release of fiscal Q1 financial results on Thursday afternoon from athletic footwear 

powerhouse Nike caused shares of Foot Locker (FL – $31.13) and Dick’s Sporting Goods 

(DKS – $104.64) to respectively slide 4% and 7% on Friday, while shares of the Swoosh closed 

nearly 13% lower. While we realize that there are plenty of itchy trigger fingers these days, with 

traders looking for any excuse to sell, we note that EPS at Nike grew sequentially even as the 

shoemaker’s gross margin shrank by a whopping 7 basis points. Of course, what troubled Wall 

Street analysts was that North American inventories rose 65%, due in large part of supply-chain 

issues earlier in the year. 

Certainly, Nike is not the only consumer-facing company to have this problem, but we would 

argue that plenty of bad news should have been in the price of the stock, considering that it 

began the year at $166 and change and was trading Thursday night at $95 and change. Now, in 

the $83 range, Nike shares are looking a lot less expensive, even as the forward P/E ratio of 26 is 

still too rich for our taste. 

That is especially true, when we consider the valuations of Foot Locker and Dick’s. We note that 

sales of Nike inventory at FL and DKS have been falling, with Nike merchandise representing 

75% of total purchases in 2020 and 70% in 2021 for the former, and a decline from 21% in 2019 

to just 17% in 2021 for the latter. 

At Foot Locker, momentum has been building across other shoe labels like Adidas, Puma and 

New Balance, including an enhanced partnership deal with Adidas that has both firms believing 

sales of the brand will triple by 2025. We are excited to see what cards new CEO Mary Dillon 

has up her sleeve, and the single digit P/E multiple still has shares looking very inexpensive. 

Foot Locker also announced in February that its Board approved a 33% increase in its quarterly 

dividend from $0.30 to $0.40, pushing the yield above 5% today, and authorized a new share 

repurchase program of $1.2 billion. The market capitalization is today $2.9 billion. Our Target 

Price for FL is now $56. 

Despite the latest reaction, Dick’s shares have rallied more than a third since our initial 

recommendation three months ago. We continue to like that the company has materially 

improved its omnichannel execution, with digital sales rising to 21% of the total in 2021, while 

Dick’s has a differentiated set of offerings across brands, price points and categories. We see 

multiple drivers for long-term growth, including national brands consolidating wholesale 

partners and appealing new store formats. And the shares had been on the move higher earlier 



this week, due in part to news that Peloton will begin selling its exercise bikes at Dick’s. Shares 

of DKS also trade for a single-digit forward P/E multiple and offer a dividend yield of 1.9%. Our 

Target Price is $131, though we wouldn’t blame those with larger positions should they opt to 

trim a bit of their stake, considering the massive outperformance of late relative to many other 

stocks. 

An ugly financial report from rival Carnival Corp weighed on Royal Caribbean (RCL – 

$37.90), sinking shares of the cruise operator by 13% on Friday. Carnival continues to suffer 

from significant ticket discounts in order to fill its ships, while the cost of food and fuel have 

risen. Of course, energy prices have pulled back of late, COVID-19 restrictions essentially have 

ended and the industry still seems on the path to recovery. 

We have cut our Target Price for RCL to $72 on the news as we await for the release of its own 

financial results later this month. We think the bottom line is primed to improve considerably as 

things return to normal and that the populous will continue to value experiences well into the 

future. Cruising should remain a compelling value for many, but we are mindful of relatively 

large debt-service costs impacting profitability and a worsening economy stands to impact 

consumer pocketbooks. 

There is still plenty to think about in regard to our long-time (albeit small) interest in Royal 

Caribbean, and we continue to weigh our stake in against the sea of names battered in the latest 

volatility. The issue for us is less about the long-term merits of the cruise industry and more 

about the capital structure of the RCL balance sheet. 

Meta Platforms (META – $135.68) CEO Mark Zuckerberg made waves last week when he 

reportedly said in a weekly Q&A session with employees that the social media giant would 

freeze hiring and endeavor to reduce costs by some 10%. Financial media seized the opportunity 

to report that should Meta actually reduce headcount through 2023, it would be a first for the 

company since going public in 2012. The news comes as a vastly uncertain economy is widely 

anticipated to reduce advertising demand, and as competition heats up between Apple, Alphabet 

(GOOG – $96.15), Amazon and others promoting their own advertising businesses. 

Of course, Apple’s privacy changes implemented last year did change the game for the social 

media giant. But sentiment could hardly get worse, with some calling Meta’s pressure to reinvent 

itself a “death spiral” as shares have fallen an astonishing 60% year-to-date. Still, the analyst 

community continues to project that the company will grow earnings over the next few years to 

over $40 billion by 2025, even as revenue growth is expected to slow to a low-double-digit clip. 

We hardly think that such a stage a maturation for Meta is a death spiral. As a CNBC.com story, 

which used “Death Spiral” in its headline to attract more eyeballs, conceded, “Nobody is 

suggesting that Facebook is at risk of going out of business. The company still has a dominant 

position in mobile advertising and has one of the most profitable business models on the planet. 

Even with a 36% drop in net income in the latest quarter from the prior year, Meta generated 

$6.7 billion in profit and ended the period with over $40 billion in cash and marketable 

securities.” 



The article went on to say; “The Wall Street problem for Facebook is that it’s no longer a growth 

story.” Of course, analysts still expect long-term growth, but not at the rate they had in the past. 

Nothing inherently wrong with that from our perspective, given our Value bias, as the cash-rich 

balance sheet and forward P/E ratio of 11 makes the stock a bargain in our book for those who 

share our long-term time horizon. 

Our Target Price for META is now $333. 
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