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Market Review 

As discussed in the January edition of The Prudent Speculator, we bought the following on 

Friday, January 6, for Buckingham Portfolio: 

105 Synchrony Fin’l (SYF – $32.80) at $32.6566 

9 Whirlpool (WHR – $151.50) at $152.0695 

21 Zimmer Biomet (ZBH – $125.70) at $126.785 

In our hypothetical portfolios, we added the following to Millennium Portfolio, also on January 

6: 

34 Walt Disney (DIS – $93.92) at $91.92 

***** 

It was a terrific start to 2023 as an up-and-down trading week ended on a high note,… 



 

…with Value stocks beating Growth by a wide margin in the returns race, adding to the 

advantage seen last year and since Halloween 2020,… 



 

…and since 1927. 



 

Interestingly, the week was shaping up to be red for many stocks, as disappointing readings on 

the health of the services sector,… 



 

…and the factory sector,… 



 

…supported the argument that a recession might be on the horizon,… 



 

…while too many job openings and not enough layoffs added to worries articulated in the 

Minutes of the December FOMC Meeting that were released on Wednesday: “The risks to the 

inflation outlook remained tilted to the upside. Participants cited the possibility that price 

pressures could prove to be more persistent than anticipated, due to, for example, the labor 

market staying tight for longer than anticipated.” 



 

Minneapolis Fed President Neel Kashkari on Wednesday suggested that the Federal Reserve may 

need to be even more aggressive than the markets presently believe as he argued that the Fed 

may not pause its rate hikes until a peak rate of 5.4%. “Wherever that end point is, we won’t 

immediately know if it is high enough to bring inflation back down to 2% in a reasonable period 

of time,” he said. “Any sign of slow progress that keeps inflation elevated for longer will 

warrant, in my view, taking the policy rate potentially much higher.” 



 

Of course, Mr. Kashkari’s comments came before the incredibly well received monthly jobs 

report on Friday morning, in which more new payrolls than expected were created in the U.S. 

during December, BUT the growth in wages slowed more than predicted, with a proverbial “soft 

landing” for the economy evidently back on the table, given some real progress on inflation. 



 

***** 

Of course, there have been plenty of layoff announcements of late, especially from big 

technology companies, so we expect the unemployment rate to move higher. Still, it is hard to 

have an economic contraction when the jobs picture arguably has not been better since the 

1960s,… 



 

…and the latest projection for Q4 GDP growth is very robust. 



 

As we said last week, we understand that the Federal Reserve expects a pick-up in the jobless 

rate to 4.6% in 2023 and a lackluster 0.5% increase in inflation-adjusted GDP,… 



 

…but such an increase in real growth would represent a significant economic expansion in 

nominal dollars… 



 

…which is the unit of measurement for stock prices and corporate profits. 



 

True, stocks have not performed all that well before and after the commencement of a recession, 

but the numbers have been green, on average, with Value leading the returns race,… 



 

…and the last major battle the Federal Reserve fought with inflation saw equities enjoy fantastic 

returns,… 



 

…so we see no reason to diminish our enthusiasm for the long-term prospects of our broadly 

diversified portfolios of what we believe to be undervalued stocks. 



 

***** 

As always, we are braced for volatility,… 



 

…but we remain of the mind that stocks in general are still reasonably priced,… 



 

…while we like from a contrarian perspective that few share our optimistic stance toward 

equities. 



 

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. 

No doubt, it was a good week for many of the stocks hit hardest in 2022,… 

https://theprudentspeculator.com/dashboard/


 

…but Jason Clark, Chris Quigley and Zack Tart offer updates on the four TPS stocks off to the 

worst start in 2023. 

Greenbrier Cos (GBX – $28.66) watched its shares sink more than 14% last week, with all of 

the loss and then some coming on Friday after the railcar manufacturer revealed a mere $0.05 per 

share of profit in fiscal Q1, far below the $0.50 expected by the Street. Greenbrier delivered 

4,800 units in the quarter (1,000 fewer units vs. fiscal Q4) and the reduced volume had an impact 

on manufacturing segment gross margin, which fell to 9.1% vs. 13.4% in fiscal Q4. 

The diversified backlog currently stands at nearly 28,300 units with a total value of $3.4 billion, 

not including 1,800 units from a refurbishment program valued at more than $150 million. 

Management expects Greenbrier to generate full-year revenue between $3.2 billion and $3.6 

billion on deliveries between 22,000 and 24,000 units including approximately 1,000 units in 

Greenbrier-Maxion (Brazil). The Board also renewed and extended a $100 million share 

repurchase program through January 2025. 

CEO Lorie Tekorius explained, “Greenbrier’s business momentum continued in our fiscal first 

quarter, driven by a strong commercial performance that led to a book-to-bill of 1.2x. However, 

as new railcar production ramped, manufacturing margins were impacted by higher costs for 



outsourced parts, material shortages, supplier issues and lingering supply chain complications. 

We have been executing a plan to source key components internally, which we expect will be 

completed by the fourth quarter of this fiscal year. This will meaningfully reduce our input costs 

and provide us greater control over our supply chains. Likewise, concluding manufacturing 

activity at our Portland facility will drive higher performance by optimizing production capacity 

and reducing our cost structure.” 

She added, “Additionally, Greenbrier’s recent agreement to purchase the outstanding interest in 

GBX Leasing demonstrates our commitment to grow the leasing business. We are developing 

our railcar leasing platform and increased the owned fleet to 14,100 units, or nearly 65% since 

April 2021. Rising lease rates and high fleet utilization support our confidence in the value of 

leasing to our overall business. Managing through near-term economic uncertainty, we remain 

focused on execution and are confident in our outlook as railcar demand and our production 

efficiency normalizes through the fiscal year. In the meantime, Greenbrier is well-positioned 

with strong liquidity and a $3.4 billion manufacturing backlog.” 

We understand that traders do not like earnings misses, but we hardly think the punishment fits 

the crime as railcar manufacturing is a highly cyclical business. True, we realize that the overall 

economy is likely to cool this year, but we continue to think GBX is undervalued and welcome 

willingness by management to repurchase shares at current levels. The firm’s still-recent 

expansion into servicing and leasing should modestly stabilize performance going forward, 

although manufacturing remains a substantial portion of the pie, with the tripling in operating 

profit in fiscal Q4. and subsequent drawdown in the latest quarter demonstrating both the pros 

and cons of operating leverage. Shares trade for 11 times the NTM EPS projection and offer a 

3.8% dividend yield. Our Target Price is now $50. 

Shares of agricultural giant Archer-Daniels-Midland (ADM – $85.95) gave back more than 7% 

last week. Of course, the recent action follows a strong performance in 2022 in which ADM 

returned a whopping 40%, as a decade of portfolio decisions intended to optimize the business 

meant Archer was set to capitalize on tight conditions for agriculture markets going into the year. 

This tightness from imbalances in the supply chain, further exacerbated by geopolitical conflict 

propelled ADM’s sales to levels not seen for nearly a decade. We acknowledge that cycles tend 

to characterize most refining businesses owing to the commoditized nature of both inputs and 

end markets. But even as food prices have cooled modestly from their peak last year, we are 

hesitant to think the show is over for outsized profits as China has yet to fully reopen its 

economy and geopolitical turmoil remains. 

We mentioned back on Halloween that we would not fault anyone for cashing in some of their 

chips for more badly bruised opportunities in the marketplace, and we respect that the stock 

might still be a source of funds today. However, ADM now trades for just 13 times NTM 

estimated profits, while the dividend yield is 1.9%. Our Target Price is $108. 

Another very good performer in 2022, returning nearly 12% as the broader markets headed 

south, shares of managed care provider Elevance Health (ELV – $475.48) shed about 7% in the 

first trading week of the new year. We suspect a combination of profit-taking/portfolio 



repositioning, anticipation of elevated healthcare utilization and updates to Medicaid eligibility 

are to blame for the recent trading action. As one of the largest managed care organizations in the 

U.S., Elevance (formerly called Anthem) boasts offerings in commercial (both large and small 

employers), Medicare, Medicaid and individual markets. Given its broad portfolio of options, we 

find it likely that the company will find alternative insurance plans for those deemed ineligible 

for their current government-backed plan. 

An abundance of RSV, COVID and the flu this winter likely boosted healthcare utilization in 

recent months, while elective procedure volumes should eventually pick up following several fits 

and starts since the pandemic began. These stand to reduce the margins for insurers but did not 

prevent management from boosting its EPS outlook for a third consecutive quarter in October. 

CEO Gail Boudreaux said, “Based on our year-to-date results and confidence in our momentum, 

we are increasing our full year adjusted earnings guidance to greater than $28.95 per share, 

representing growth of approximately 15% off of the adjusted baseline we provided at the 

beginning of the year.” 

We think ELV’s competitive position remains intact, particularly within the 14 states in which it 

is the exclusive licensee of the Blue Cross Blue Shield brand where it holds significant market 

share. We also believe the firm’s scale enables it to adapt to inevitable future shifts in regulation. 

Longer term, demographic trends remain in its favor as a major player in the Medicare 

Advantage market. Despite the outperformance in the last year, we find the 15 times forward P/E 

multiple attractive as management strives to grow adjusted earnings by 12% to 15% for at least 

the next several years. Our Target Price for ELV is now $624. 

Shares of Microsoft (MSFT – $224.93) were under pressure last week on a note by UBS 

cautioning that the software and computing behemoth’s cloud segment would slow faster than 

most anticipated. Then, later in the week the tech, the tech titan’s CEO Satya Nadella highlighted 

in an interview with CNBC, “The next two years are probably going to be the most challenging 

because, after all, we did have a lot of acceleration during the pandemic and there’s some amount 

of normalization of that demand and, on top of it, there is a real recession in large parts of the 

world.” 

He went on to add, “The combination of pull-forward and recession means we will have to adjust 

and will cycle through the demand cycle and, in fact, come out of it with what can be another 

massive growth cycle for the tech industry.” 

Of course, Mr. Nadella also commented several months ago on the firm’s strategy as workforce 

reductions took hold across the Tech landscape. He said, “In this environment, we are focused on 

3 things: first, no company is better positioned than Microsoft to help organizations deliver on 

their digital imperative so that they can do more with less. From infrastructure and data to 

business applications and hybrid work, we provide unique differentiated value to our customers. 

Second, we will invest to take share and build new businesses and categories where we have 

long-term structural advantage. Lastly, we will manage through this period with an intense focus 

on prioritization and executional excellence in our own operations to drive operational leverage.” 



And in an interview late last year with CNBC, the CEO highlighted his enthusiasm about the 

future, particularly regarding Asia as a growth market. He said, “We’re very, very bullish about 

what’s happening in Asia…We’re absolutely committed to all of these countries and in China 

too. Today, we primarily work to support multinational companies that operate in China and 

multinational companies out of China…Microsoft’s presence in India was about mostly 

multinational companies operating in India. But for now, it’s completely changed.” 

Meantime, Microsoft’s remains in a spat with the Federal Trade Commission (FTC) over its 

purchase of Activision Blizzard. Reuters reported the FTC’s attorney, James Weingarten, told 

the Court in a pre-trial hearing “there are no ‘substantive’ settlement discussions between the two 

sides under way.” The government is concerned the deal will cut down on competition in the 

gaming space, while Microsoft contends it’s offering plenty of concessions to allay those 

concerns. 

The enterprise computing giant’s position at the intersection of digital transformations and cloud 

adoption continue to make it an immensely critical and indispensable IT mega-vendor, with a 

massive installed base of solutions that makes it easier to roll out new technologies to customers 

in addition to updates for existing products. Indeed, even as vendor spending is affected by a 

potential winter in the Tech sector, and software in particular, it could be argued that much of 

enterprise is built on the back of Microsoft’s often mission critical enterprise software suite, 

whose productivity features make it a must have in the effort to do more with less. 

The cloud build-out was swift during the pandemic, with companies working quickly to ditch on-

premises computing power for distributed computing power. The transition helped Microsoft 

earnings (and share price) soar in 2020, but momentum began to slow the following year. To be 

sure, the Cloud business is still in growth mode and the margins continue to be fantastic, but the 

threat of a recession is feared to cause a near-term slowdown in business spending, with major IT 

projects in managements’ crosshairs to push down the road (albeit not indefinitely). 

Tremendous profitability also contributes to significant cash flow generation, enabling the firm 

to invest further in its products. As such, we continue to be comfortable with the stock’s elevated 

position in our portfolios as the greater than 33% drawdown from a 2021 peak brings the current 

P/E multiple to as low a point as it has been in the past couple of years. Our Target Price for 

MSFT is $341. 
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