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Market Review 

Three decades of analytics from market data firm DALBAR confirms that market timing is 

hazardous to one’s long-term wealth. After all, holders of stock funds, on average, have seen a 

2.8% per annum drag on returns over the last 30 years and holders of bond-funds have been 

abysmal market timers, losing money in every time period studied! 



 

Obviously, one week’s equity market performance does not prove anything, but the big rally in 

which the Russell 3000 Value index rebounded more than 4% over the past five trading sessions 

illustrates why we like to say that the only problem with market timing is getting the timing 

right. 



 

After all, interest rates rose last week, with the yield on the 10-Year U.S. Treasury climbing from 

3.38% to 3.47%,… 



 

…and market expectations for additional hikes in the Fed Funds rate moved up to a peak of 

4.96% next month and a 4.35% year-end level, compared to 4.86% for the former and 3.91% for 

the latter at the end of the preceding week. 



 

In addition, the latest estimate for inflation-adjusted Q1 U.S. GDP growth pulled back to 

2.5%,… 



 

…and the chance of recession rose to 65%, up from 60% a week ago. 



 

In theory, each of the above might have proved a headwind for stock prices. 

***** 

Of course, history shows that higher interest rates,… 



 

…and even economic contractions are not reasons for long-term-oriented investors to bail out of 

stocks. 



 

We think this is especially true today, given that real (inflation-adjusted) GDP growth was a 

solid 2.6% in Q4 2022, with nominal GDP jumping 7.3% to a record high. 



 

No doubt, it will be tougher sledding for the economy this year, as growth in consumer spending 

pulled back to 0.2% in February,… 



 

…and consumer confidence/sentiment readings, though better than they were for much of last 

year, are not exactly grand. 



 

Still, the labor market continues to be very strong, with first-time filings for unemployment 

benefits remaining below 200,000 in the latest week, a level not seen for more than five decades. 



 

And, the latest read on inflation, the core personal consumption expenditure index, which is the 

Federal Reserve’s preferred measure, rose just 4.6% in February, better than expectations for a 

4.7% increase. 



 

***** 

As always, we are braced for more big market moves, but we are comfortable that our long-term 

time horizon is a great risk mitigation tool. Stocks are a volatile asset class, but history shows the 

merits of patience, as the longer they are held the less the chance of loss. 



 

While analysts are often overly optimistic in their outlooks, we note that solid growth in 

corporate profits is still the forecast for this year and next,… 



 

…which adds to the comfort afforded by the valuation metrics of our broadly diversified 

portfolios of what we believe to be undervalued stocks. 



 

With concerns about the health of the regional banking system dissipating somewhat last week, 

as the Federal Reserve disclosed on Friday that customer deposits totaled $5.39 trillion at small 

banks in the week ended March 22, virtually unchanged from the $5.38 trillion level the week 

prior, we can’t help but remain upbeat about the prospects for stocks. 

This is especially true in that many are excessively pessimistic in their views, with the weight of 

the returns evidence confirming that more often than not it has paid to be greedy when others are 

fearful. 



 

For those looking to do some buying, we offer the reminder that it continues to be a market of 

stocks and not a stock market. Indeed, the performance dispersion for individual stocks was 

about as wide as we have ever seen in Q1, with stocks on the right side of the ledger in the table 

below perhaps of most interest to those looking to add incremental equity exposure to their 

portfolios. 



 

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 take a look at earnings reports and other market-

moving news of note out last week for a couple of our recommendations. 

While not technically a Sales Alert, we swapped our ordinary Volkswagen AG (VWAGY – 

$17.10) shares for Volkswagen’s preference shares (VWAPY – $13.60) on Friday, March 31. 

We fetched no less than $17.0958 for the sales of VWAGY and paid no more than $13.6004 for 

the purchase of the preferred VWAPY shares, but we grew our ownership stake by some 25% in 

the process. We will use these prices for the dollar-for-dollar swap of the automaker in PruFolio, 

where we let go of 1553 VWAGY and added 1952 VWAPY. 

Believe it or not, the two classes of stock offer essentially the same ownership interest and 

dividend participation, with the preference shares actually providing a very small amount of 

https://theprudentspeculator.com/dashboard/


additional payout. The preference shares do not have voting rights, which are essentially 

meaningless, given that Porsche Automobil Holding SE, Stuttgart, held 53.3% of the voting 

rights. The second-largest shareholder was the State of Lower Saxony, which held 20.0% of the 

voting rights. Qatar Holding LLC was the third-largest shareholder with 17.0%. 

True, being more closely aligned with Porsche proved highly beneficial back in October 2008, 

when the “mother of all short squeezes” sent the ordinary shares up four-fold in a day or two, but 

we see no reason not to favor the 25% greater ownership and dividend payout by making the 

swap. We thank one of our readers for moving this issue (there has long been a price gap 

between the two classes) to the top of the research team’s focus list. 

We remain confident that Volkswagen’s electric vehicle transition is the right move, despite it 

costing large sums in R&D funds, while it was nice to see the hefty special dividend hit accounts 

in January from the Porsche AG IPO. Our Target Price for VWAPY is $29. 

It was a roller-coaster ride for shares of Micron Tech (MU – $60.34) last week. The chipmaker 

reported fiscal Q2 2023 results on Tuesday. The company lost an adjusted $1.91 per share (vs. -

$0.63 est.) and had revenue near $3.7 billion. Despite the brutal second quarter report, the 

company’s outlook was broadly positive, sending shares up more than 7% and sparking 

enthusiasm across the industry that the worst might be behind MU and its peers. 

CEO Sanjay Mehrotra said, “The semiconductor memory and storage industry is facing its worst 

downturn in the last 13 years, with an exceptionally weak pricing environment that is 

significantly impacting our financial performance. We have taken substantial supply reduction 

and austerity measures, including executing a companywide reduction in force. We now believe 

that customer inventories have reduced in several end markets, and we see gradually improving 

supply/demand balance in the months ahead. Excluding the impact of inventory write-downs, we 

believe our balance sheet DIO has peaked in fiscal Q2, and we are close to a transition to 

sequential revenue growth in our quarterly results.” 

Mr. Mehrotra continued, “We are navigating the near-term difficult environment with our strong 

technology position, deep manufacturing expertise, strengthening product portfolio, solid balance 

sheet and incredibly talented team. Beyond this downturn, we anticipate a return to normalized 

growth and profitability in line with our long-term financial model.” 

On the topic of end markets, Mr. Mehrotra said, “As a result of inventory adjustments across our 

end markets, slowing demand growth and an extremely challenging pricing environment, 

revenue was down year-over-year in all end markets. While our industry faces significant near-

term challenges, we believe that the memory and storage TAM will grow to a new record in 

calendar 2025 and will continue to outpace the growth of the semiconductor industry thereafter.” 

Mr. Mehrotra offered Micron’s general market outlook, “Our expectations for calendar 2023 

industry bit demand growth have moderated to approximately 5% in DRAM and low-teens 

percentage range in NAND, which are well below the expected long-term CAGR of mid-teens 

percentage range in DRAM and low-20s percentage range in NAND. The reduction in calendar 

2023 demand from our prior forecast is driven by an assessment of customer inventories as well 



as some degradation in end-market demand. We expect that improving customer inventories will 

support sequential bit demand growth for DRAM and NAND through the calendar year. China’s 

reopening is also a positive factor for calendar 2023 bit demand. Public reports indicate that there 

have been significant CapEx cuts throughout the industry and utilization rates have declined at 

all DRAM and NAND suppliers. We now expect that the industry bit supply growth for DRAM 

and NAND in calendar 2023 will be below demand growth, which will help improve supplier 

inventories. While the supply demand balance is expected to gradually improve, due to the high 

levels of inventories, industry profitability and free-cash flow are likely to remain extremely 

challenged in the near-term. Market recovery can accelerate, if there is a year-to-year reduction 

in-production or in other words, negative DRAM and NAND industry bit supply growth in 

2023.” 

CFO Mark Murphy gave the outlook, “Our non-GAAP guidance for fiscal Q3 is as follows. We 

expect revenue to be $3.7 billion plus or minus $200 million. Gross margin to be in the range of 

negative 21% plus or minus 250 basis points and operating expenses to be approximately $900 

million, plus or minus $15 million. We expect tax expense of approximately $50 million. Based 

on a share count of approximately 1.09 billion shares, we expect EPS to be a loss of $1.58 plus 

or minus $0.07.” 

The enthusiasm for the stock faded on Friday, however, when Chinese regulators said they were 

launching a review of Micron products sold in the country. Per a report from Barrons.com, 

Cyberspace Administration of China, one of the country’s main technology regulators, said that 

it was implementing a cybersecurity review of products sold by Micron in China “to ensure the 

security of the key information infrastructure supply chain, prevent network security risks caused 

by hidden product problems, and maintain national security.” 

Though the stock closed lower for the full week of trading, Micron’s outlook was encouraging, 

even as the company is not out of the woods yet. Even without potential problems in China, 

management was still predicting losses, and industry trends have not returned to some version of 

normal. Of course, stocks prices tend to reflect the future and the smallest inkling that relief 

might be on the horizon was a cause for MU’s share price to rise. On average, Wall Street 

analysts expect MU to return to profitability in fiscal Q3 of 2024 and quickly gain momentum. 

Our Target Price for MU is now $78. 
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