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Market Review 

We hope everyone had a Happy Thanksgiving! Unlike last year, when Black Friday was turned 

red, with the Dow Jones Industrial Average plunging more than 900 points after the World 

Health Organization (WHO) warned of the new Omicron COVID-19 variant, it was a relatively 

quiet holiday-shortened week of trading. 



 

Of course, we were happy to see the equity markets enjoying a handsome advance, and we note 

that we are in the seasonally favorable time of year,… 



 

…and that investors remain very pessimistic, which historically has been a positive from a 

contrarian perspective,… 



 

…providing another reminder that time in the market trumps market timing. 



 

Certainly, it didn’t hurt that interest rates tumbled last week,… 



 

…as the Minutes from the latest Federal Reserve meeting included, “A substantial majority of 

participants judged that a slowing in the pace of increase would soon be appropriate,” prompting 

a modest reduction in the outlook for future hikes in the Fed Funds rate. 



 

Those same minutes also had language on the health of the economy: “There was wide 

agreement that heightened uncertainty regarding the outlooks for both inflation and real activity 

underscored the importance of taking into account the cumulative tightening of monetary policy, 

the lags with which monetary policy affected economic activity and inflation, and economic and 

financial developments.” 

No doubt, “heightened uncertainty” is the right phrase to use, with consumers still down in the 

dumps,… 



 

…and first-time filings for unemployment benefits hit a three-month high. 



 

On the other hand, additional economic statistics for October came in better than expected,… 



 

…though the early numbers for November were disappointing. 



 

Somehow, the forecast for Q4 GDP growth actually ticked higher last week,… 



 

…but the likelihood of recession in the next 12 months remained very high,… 



 

…yet the latest update to the Economic Outlook out last week from the Organisation for 

Economic Co-operation and Development (OECD) calls for 1.8% real U.S. GDP growth this 

year, 0.5% growth in 2023 and 1.0% growth in 2024. 



 

Obviously, a very modest expansion is nothing to write home about, but it does help current 

estimates for corporate profit growth next year,… 



 

…which supports our argument that equities in general are reasonably priced,… 



 

…and that our broadly diversified portfolios of what we believe to be inexpensive stocks are 

attractively valued. 



 

Obviously, anything can happen as we go forward and we are always braced for downside 

volatility, with worries about new COVID-19 lockdowns in China sending the equity futures 

lower on Sunday evening. We also concede that we would not be surprised to see a recession 

occur, but such an event would not be cause to reduce equity exposure, in our view, especially 

given the downturn already endured this year,… 



 

…while the calendar suggests that 2023 could be a promising year for stock returns. 



 

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. 

Shares of Walt Disney (DIS – $98.87) rallied nearly 8% last week on the announcement on 

Monday that Robert A. Iger is returning to lead Disney as Chief Executive Officer, effective 

immediately, for a term ending Dec. 31, 2024. Disney Chair Susan Arnold explained, “The 

Board has concluded that as Disney embarks on an increasingly complex period of industry 

transformation, Bob Iger is uniquely situated to lead the company through this pivotal period.” 

Previous CEO Bob Chapek has already stepped down from the role, while Mr. Iger apparently 

has a mandate from the Board to set the strategic direction for renewed growth and to work 

https://theprudentspeculator.com/dashboard/


closely with the Board in developing a successor to lead the company at the completion of his 

two-year term. 

Mr. Iger previously spent 15 years as CEO and will replace his successor, who was ousted after 

series of disappointing results. Of course, Mr. Chapek’s contract as CEO was recently extended 

for three years starting July 1, making the move even more astonishing. Prior to the 

announcement, the stock had fallen 41% on the year, and 28% over Mr. Chapek’s tenure, which 

was characterized by a messy political standoff in Florida that resulted in the company losing 

“favored nation” status in the state. 

Even as our assessment that Disney attributes enormous value to its intelligent property, the fact 

that shares have experienced two drawdowns of 40% or more in just the past three years has 

been discouraging. Still, we are delighted in the return of Mr. Iger, who has shown a knack for 

building relationships in Hollywood and who understands the company’s assets as well as 

anyone. While we liked the prospects for the entertainment giant at higher prices, we are all the 

more enthusiastic at the current level. Waning sentiment over most things streaming could affect 

near-term performance of the stock despite the management change, but we appreciate the 

longevity of Disney’s content compared to peers in the film space and continue to note its ability 

to promote the brand through experiences. Still, earnings will likely be depressed as management 

continues to invest in its direct-to-consumer offerings. Nonetheless, we continue to think DIS 

should be a core holding in most portfolios. Our Target Price is presently $150. 

Medtronic PLC (MDT – $79.12) turned in adjusted EPS of $1.30 (vs. $1.28 est.) in the latest 

quarter, a touch lower than the $1.32 a year ago. Revenue was $7.59 billion, a 3.3% year-over-

year decline mostly due to foreign exchange effects, but also reflective of slower supply 

recovery, lower than anticipated underlying market procedure volumes in certain businesses and 

the pricing impact of volume-based procurement in China. Given a slower pace of market and 

supply recovery, management reduced its revenue expectations for the remainder of the year and 

trimmed its fiscal year 2023 diluted non-GAAP EPS projection to a range of $5.25 to $5.30. 

CEO Geoffrey Martha commented, “While the current operating environment remains 

challenging, we had strong growth in several businesses and geographies, where our strategy, our 

operating model, and execution are yielding solid results. We have near-term product catalyst in 

our pipeline. We are decisively allocating capital internally and selectively making focused 

acquisitions. We’re making improvements to the operational health of the company, and we’re 

streamlining the company structure and taking cost out. All of this gives us confidence that we’re 

on the path to creating durable growth and shareholder value.” 

Unlike many of our healthcare holdings, it’s been a tough 12 months for MDT shares (down 

27% over the period) as supply-chain issues continue to be a major headwind and overall 

procedure volumes remain soft due to COVID-19 restrictions in markets like China where 

rolling lockdowns have taken a toll. Despite the bumps in the road, we remain patient while 

MDT takes measures to sort through regulatory and supply chain hurdles, the latter including co-

location of employees with suppliers and sourcing materials from sub-tier suppliers to remove 

middlemen. 



We continue to think Medtronic’s competitive position is intact and given the slide, shares now 

trade in line with a market multiple for a company that has historically held roughly 50% market 

share in its core heart-device business. It is also the leader in spinal products, insulin pumps and 

neuromodulators for chronic pain. We think shares trade for a bargain price tag, near multi-year 

lows despite EPS generation above pre-pandemic levels. The dividend yield is 3.4% and our 

Target Price for MDT is $124. 

Shares of Dick’s Sporting Goods (DKS – $121.69) powered ahead last week, rising over 11% 

in price as the company’s Q3 earnings came in more than 16% above consensus estimates. The 

beat outweighed the fact that the retailer’s $2.60 of adjusted earnings per share (vs. $2.22 est.) 

was lower than the $3.19 figure from last year, and gross margin of 34.2% was modestly below 

the 34.9% a year ago, while inventory remains bloated (35% higher vs. the year-ago quarter), 

even as it was down from the comparison in Q2. 

CEO Lauren Hobart addressed the inventory issue, “As we indicated on our last call, at the end 

of Q2, our inventory position was strong, and we were back in stock in key items. This enabled 

us to deliver a very strong back-to-school season and meet robust consumer demand. 

Additionally, we also mentioned that we had pockets of apparel inventory to address, and we 

have addressed much of that overage this quarter. As a result, and as expected, we saw a 

merchandise margin decline of 438 basis points versus last year. Importantly, our merchandise 

margin remained elevated compared to 2019. And looking ahead, we continue to be very 

confident that our merchandise margin will remain meaningfully higher than pre-COVID levels 

on an annual basis.” 

Management said it raised its outlook given continued strong performance, quality of inventory 

and its confidence in the business. It now expects EPS between $11.50 and $12.10, up from the 

previous range between $10.00 and $12.00. 

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. 

Shares also trade for a forward P/E multiple just under ten, while the dividend yield is 1.6%. Our 

Target Price for DKS has been boosted to $140, but 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. 

High-end department store Nordstrom (JWN – $22.13) earned $0.20 per share in fiscal Q3 2023 

(vs. $0.14 est.) on sales of $3.43 billion, compared to the estimate of $3.47 billion. Nordstrom 

brand sales totaled $2.26 billion (vs. $2.3 billion est.), while Nordstrom Rack revenue was $1.17 

billion (vs. $1.12 billion est.). Digital sales accounted for 34% of the company’s sales, while 

gross margin came in 1% below the consensus at 33.2%. 

CEO Erik Nordstrom explained, “While reporting our second quarter results, we saw customer 

demand begin to soften in late June. Across both banners, the softening trend was more 

significant in customer segments with the lowest Income profiles, while we saw a greater 



resilience in the higher income cohorts. As customer trends shifted, we took action to manage 

through the short-term macroeconomic uncertainty and position our business for success. This 

included managing expenses to align with sales expectations and clearing through excess 

inventory to exit the year with healthy inventory levels and mix. These actions prepared us well 

for the third quarter as macroeconomic pressures impacted all customer segment.” 

Mr. Nordstrom continued, “Customers continued to refresh their wardrobes and shop for 

occasions such as social events travel work and holidays, which drove demand for our core 

categories and services consistent with the second quarter. Items with lower AURs 

underperformed higher AUR items and customers continue to respond very positively to 

newness and fashion in our seasonal assortment. Our team remains focused on improving Rack 

performance increasing profitability and optimizing our supply chain and inventory flow we’re 

making progress in these initiatives, and we expect them to benefit our topline and bottom-line 

performance in the fourth quarter of this year in 2023 and beyond. While we take actions to 

address a shifting consumer backdrop, we’re also building capabilities to better serve customers 

and deliver increased profitability. As we focus on improving Nordstrom Rack performance 

winning in our most important markets and leveraging our digital capabilities starting with 

Nordstrom Rack.” 

CFO Anne Bramann commented, “As a result of reduced supply chain backlogs, we had a higher 

percentage of our inventory on hand this year versus in transit last year. We continue to expect 

that we will end the year in a healthy inventory position and are committed to a disciplined 

approach to inventory management in 2023…Since last year, we’ve been making progress on 

our supply chain optimization initiatives to offset anticipated labor and fulfillment cost pressure, 

and we’re pleased with the results we’re seeing.” 

Ms. Bramann will be stepping down as CFO on December 5 and will be replaced by interim 

CFO Michael Mayer. 

Mr. Mayer offered the outlook, “We continue to expect an elevated promotional environment 

across retail in the fourth quarter. Taking these factors into consideration, we are reaffirming our 

2022 financial outlook. For fiscal year 2022, we continue to expect revenue growth of 5% to 7% 

versus 2021. We expect adjusted EBIT margin of approximately 4.3% to 4.7% for the full year. 

Our forecast assumes that EBIT margin improvement for the year will be driven by SG&A 

leverage, with gross profit roughly flat for the full year…With regard to the assumptions 

embedded in our guidance range, the low end of our guidance assumes that the softer sales trends 

from late October and early November return, and promotional activity in the sector increases 

above what we’ve seen to date. The high end of our guidance assumes that holiday sales will 

accelerate year-over-year as we approach Christmas, in line with pre-pandemic shopping 

behavior, and that promotional levels in the sector are consistent with what we’ve seen to date.” 

We thought JWN’s third quarter was good given the uncertain environment, even though the 

stock dropped nearly 10% in after-hours trading, before rebounding to end the week more than 

3% higher than where it began. The lower margin, due to higher discounts and inventory 

clearance, surely disappointed some and it seems likely that rapidly changing trends will make it 

difficult for JWN buyers to keep the right quantities of the right items in stock for shoppers. The 



company’s investments in online shopping and store-based distribution should help ease some of 

those headwinds, while Nordstrom’s balance sheet saw a nice improvement in cash and the debt 

level ticked down slightly. The valuation remains very reasonable at 9 times forward earnings 

expectations, long-term net income can grow and the company always seems like a good 

candidate to be taken private. Our Target Price for JWN, which now has a dividend yield of 

3.4%, is $34. 

Shares of Deere & Co (DE – $441.47) plowed their way higher by more than 6% last week as 

the industrial powerhouse reported quarterly results that were better than expected. The company 

posted fiscal Q4 EPS almost 5% above the consensus Street forecast ($7.44 vs. $7.09 est.) on 

revenue of $14.35 billion, versus the average estimate of $13.38 billion. Positive momentum led 

to 40% net sales growth during the quarter. Results were supported by higher shipment volumes 

across DE’s businesses, robust pricing realization and favorable industry fundamentals. 

Production & Precision Ag led revenue expansion, achieving an impressive 59% year-over-year 

sales growth, with a roughly equal contribution from pricing and volumes. 

CEO John May commented, “Deere’s strong performance for both the fourth quarter and full 

year is a tribute to our dedicated team of employees, dealers, and suppliers throughout the world. 

We’re proud of their extraordinary efforts to overcome supply-chain constraints, increase factory 

production, and deliver products to our customers.” 

Mr. May added, “Deere is looking forward to another strong year in 2023 based on positive farm 

fundamentals and fleet dynamics as well as an increased investment in infrastructure. These 

factors are expected to support healthy demand for our equipment. At the same time, we have 

confidence in the smart industrial operating model and our ability to deliver solutions that help 

our customers be more profitable, productive, and sustainable.” Management announced a net 

income forecast for fiscal 2023 in a range of $8.0 billion to $8.5 billion. 

With its leading brand, we think Deere is the key enabler of low-cost agriculture, particular in the 

U.S. and Canada, which account for over half of the company’s revenues. Deere’s substantial 

dealer network places customer service closer to farms than competitors. And a massive installed 

base of machines offers a continual source of data with which to improve its products as farming 

becomes increasingly automated. Although the landscape could turn on a dime, favorable pricing 

for agricultural markets is primed to support a strong 2023, and we appreciate the diversification 

afforded by the company’s construction products. Even as shares have performed handsomely in 

the past few years, making them a potential trim candidate, the forward P/E multiple at less than 

16 times projected EPS for 2023 is still reasonable versus the last 5 years. Our Target Price has 

been hiked to $524. 
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