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Market Review 

We hope everyone is enjoying the long Christmas weekend. Given the holiday, we offer a 

relatively brief update this week as we might argue that not a whole lot happened over the past 

five trading sessions, given that the broad-based S&P 500 and Russell 3000 indexes ended the 

week down just a smidge. 

Of course, it was nice to see Value again outperforming Growth by a wide margin,… 



 

…with the returns gap due in part to a prominent billionaire hedge fund manager proclaiming, 

“I’m leaning short on the equity markets. The upside/downside just doesn’t make sense to me 

when I have so many…central banks telling me what they are going to do.” Never mind that said 

hedge-fund manager has previously offered strong evidence that the only problem with market 

timing is getting the timing right. 



 

To be sure, many of these folks have accumulated superb long-term track records, despite more 

than a few incorrect calls along the way, but we will always believe that the secret to success in 

stocks is not to get scared out of them. 



 

***** 

After all, corporate profits have grown over time,… 



 

…as the economy has expanded. 



 

Certainly, that growth has not been linear and there have been many bumps in the road, including 

more than few recessions, all of which have been overcome in the fullness of time. 



 

No doubt, the chance of an economic contraction is highly elevated today,… 



 

…with disappointing numbers on the outlook for new home sales,… 



 

…and the latest reading on the Leading Economic Index adding to worries,… 



 

…even as the most recent gauges on the health of the consumer were better than expected,… 



 

…the labor picture remains strong,… 



 

…and the Atlanta Fed just saw a big jump in its Q4 GDP growth projection. 



 

***** 

We’ll see if we get a post-Christmas Santa Claus Rally, but whether we do or not will not change 

our optimism for the long-term prospects of our broadly diversified portfolios of what we believe 

to be undervalued stocks,… 



 

…especially as many investors are very pessimistic and we strongly believe it is better to be 

greedy when others are fearful. 



 

We’ll close this missive with a reminder that despite the trials and tribulations this year, equities 

like those that we have long favored, have offered handsome intermediate and long-term 

rewards. 



 

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. 

FedEx (FDX – $175.93) earned an adjusted $3.18 per share in fiscal Q2 ended November, 

beating the consensus analyst guess (which had been nearly cut in half since September) by 13%. 

The parcel mover has had to navigate falling volumes from weakening demand, particularly 

within the FedEx Express segment where operating income fell by 65%. However, price 

increases and cost reduction measures boosted operating income for FedEx Ground and Freight 

segments by a respective 24% and 32% year-over-year. 

CEO Raj Subramaniam commented, “Two things we flagged were that the industrial economy is 

slowing around the world and with Europe being the hardest hit and that there is an e-commerce 
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reset and both those things happened exactly like we said were going to happen. The good news 

was we reacted — we moved much faster to adjust to the circumstances and we are absolutely 

focused on what we can control.” 

He added, “We are fundamentally focused on restructuring our cost base, driving profitable 

growth and improving our operating margin performance. So, we can’t control what the external 

environment is. We are focused on things we can control. And with the base that we have in ’23, 

we will use that to come out of this external environment situation much, much better than we 

went in and [FedEx’s new productivity program] is a significant component of that.” 

Even as the economy is apparently slowing, FDX has been aggressive in its cost reduction 

programs, including the renewal of its aircraft and truck fleets (at low interest rates no less!). The 

TNT acquisition in Europe also has yet to add meaningfully to net income. FedEx says it has 

identified an incremental $1 billion in cost savings beyond its September forecast, and now 

expects to generate total fiscal 2023 cost savings of approximately $3.7 billion relative to its 

initial fiscal 2023 business plan, reaching more than $4 billion in annualized structural cost 

reductions by fiscal 2025. Apart from mark-to-market adjustments of the company’s retirement 

plan, management forecasts current year earnings per diluted share of $13.00 to $14.00. We like 

how FedEx has evolved over the last two decades and that it remains a leader in its industry. 

Shares change hands at just 11.6 times NTM earnings and our Target Price has been bumped up 

to $332. 

Micron Tech (MU – $50.20 said on Wednesday that the memory chip maker lost $0.04 per 

share in fiscal Q1 that ended November. However, it was likely the somber commentary from 

the company’s leadership that rippled through stocks in the chip space. CEO Sanjay Mehrotra 

said that “the industry is experiencing the most severe imbalance between supply and demand in 

both DRAM and NAND in the last 13 years,” which undoubtedly holds consequences for 

businesses like Lam Research (LRCX – $412.12), the maker of capital equipment for the 

industry, and Apple (AAPL – $131.86), the behemoth consumer of chips for its devices, on both 

sides of Micron’s supply chain. 

Micron also intends to cut its capital expenditures in the next two fiscal years, let go of 10% of 

its workforce and reduce executive pay among other methods to cope with the environment. 

Management said it was prepared to take further action to reduce costs should it need to pull 

additional levers. 

Shares dipped over 3% on the news but were already off more than 40% year-to-date going into 

the release. And CFO Mark Murphy warned just a few weeks ago, “It is a really tough 

environment. We still see customers doing inventory adjustments. That continues. And then in a 

number of markets, we see weak end-market demand. So, we’re working through that, but it’s 

been very difficult.” 

Mr. Mehrotra added last week, “Customer inventory, which is impacting near-term demand, is 

expected to continue improving and we expect most customers to have reduced inventory to 

relatively healthy levels by mid-calendar 2023. Consequently, we expect the fiscal second-half 

revenue to improve versus the first half of our fiscal year. We expect our days of inventory to 



peak in our current fiscal Q2 and gradually improve over the next few quarters as our bit 

shipments improve and our supply growth is significantly reduced.” 

The near-term for Micron, its peers and suppliers is not pretty, but cycles for the memory market 

are notoriously volatile. Happily, the upside has long outweighed loss-making episodes and 

earnings are expected to return to more than $5 per share by 2025 and we note that good years 

can be really, really good! Indeed, Micron earned just under $12 in 2018 alone. These types of 

drawdowns test the patience and nerves of investors, but we continue to think highly of 

management and the company’s technological prowess, while the balance sheet is presently in 

great shape. Our Target Price for MU has been trimmed to $87. 
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