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Market Review 

We hope our readers had a great Thanksgiving! 

The equity markets in the holiday-shortened trading week continued to 
provide much about which to be thankful despite a bit of downside volatility. 
Further illustrating the rewards available to investors who sticks with stocks 
through thick and thin, many of the broad-based market averages, including 
the Russell 3000 Value index, closed out the week at all-time highs,… 



 

…while the bond market also joined the party with the yield on the 
benchmark 10-Year U.S. Treasury dropping to 4.17% from 4.40% the week 
prior. 



 

Of course, stocks have done well whether the benchmark government bond 
yield is rising or falling,… 



 

…but lower yields on competing investments add to the appeal of equities 
from a valuation perspective,… 



 

…especially considering that the E part of the Earnings Yield and P/E ratios is 
likely to continue to show solid growth. 



 

And speaking of growth, the second estimate of Q3 real (inflation-adjusted) 
GDP expansion came in last week as expected at 2.8%,… 



 

…personal income for October advanced a better-than-expected 0.6%,… 



 

…and first-time filings for unemployment benefits dipped to 213,000 in the 
latest week, down from a revised 215,000 the week prior and continuing to 
reside near multi-generational lows. 



 

As is often the case, the economic data last week were mixed, as sales of new 
homes in October tallied just 610,000, well below estimates of 725,000,… 



 

…but pending home sales that month rose a better-than-forecast 2.0% on a 
month-over-month basis. 



 

Consumer spending for October advanced 0.4%, which was in line with 
expectations, but it was down from a revised 0.6% increase in September,… 



 

…and consumer confidence, per the Conference Board, rose to a robust 
reading of 111.7 in October, up from a revised 109.6 the month prior, but the 
figure was a tick below the consensus projection of 111.8. 



 

The latest estimate for real Q4 GDP growth from the Atlanta Fed inched up to 
2.7% last week,… 



 

…which would be better than the most recent year-end 2024 projection from 
the Federal Reserve. 



 

The Fed is a bit closer in its published estimates for inflation as the Core PCE 
(Personal Consumption Expenditure) price index for October rose 2.8%,… 



 

…and the full PCE price index (includes the volatile food and energy 
components) climbed 2.3%. 



 

When all was said and done, the betting odds in the Fed Funds futures 
market last week saw a reduction in the expected year-end ’24 and ’25 rate to 
4.42% and 3.83%, respectively, down from 4.45% and 3.93%, respectively, at the 
end of the prior week. 



 

Of course, stocks have performed well, on average, even if America’s central 
bank has been raising interest rates, but we do not mind that equity returns 
have been stronger, again on average, when the Federal Reserve has been 
accommodative. 



 

We also like that we continue to reside in the seasonally more favorable six 
months of the year,… 



 

…with November, December and January the most wonderful three months 
on average. 



 

Not surprisingly, while we realize that disconcerting headlines are always a 
wildcard,… 



 

…we remain optimistic about the long-term prospects for our broadly 
diversified portfolios of what we believe are undervalued stocks,… 



 

…and we can add that the contrarian in us liked that the latest gauge of 
investor sentiment on Main Street saw more Bears than Bulls. 



 

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 look at earnings reports and other 
market-moving news of note out last week for more than a few of our 
recommendations… 

Shares of industrial concern Eaton (ETN – $375.42) have continued to climb 
higher, up more than 55% year-to-date, and increasing more than 13% since 
the 2024 U.S. presidential election. 

Eaton’s valuation metrics definitely are stretched, especially for our Value 
souls, but we have chosen to continue to ride the momentum, having 
previously trimmed positions on a couple of occasions. Now trading at 36 

https://theprudentspeculator.com/dashboard/


times trailing and 32 times NTM estimated EPS, the advancement in the 
share price cannot be ignored, but it can be argued that those metrics are 
not out of this world relative to other A.I.-exposed stocks, and we believe that 
the company’s ongoing execution and organic growth continues to be 
impressive. We note that the EPS figure was $7.57 in 2022 versus an 
estimated $10.79 this year and an estimated $13.58 in 2026, so it is hardly 
unreasonable to think that the shares won’t continue to grow into their 
premium valuation. 

We like that ETN has optimized its portfolio and has delivered improved 
growth metrics since its Hydraulics divestiture, and while its Electrical sector 
has been booming, some of its more cyclical segments like residential, 
industrial and truck are still waiting for recovery. Expense increases will likely 
continue, but we are constructive that many of these dollars are spent on 
investments in capacity additions, largely in Electrical Americas, which 
includes product areas like transformers, switchgears and voltage regulators. 

Supply chain constraints in some of these areas seem to be supporting 
current pricing and profitability, and some believe a turn in the more cyclical 
businesses could mesh nicely with increased supply in electricals come 2026. 
While ETN shares are always on the table for a source of additional funds for 
new or increased opportunities in our portfolios, we have bumped up our 
Target Price to $389. 

Shares of Digital Realty (DLR – $195.69) have continued their robust recovery, 
climbing 45% this year on optimism surrounding the data infrastructure 
REIT’s growth trajectory. 

At the end of Q3, stronger leasing, improved renewal spreads and robust 
pricing led management to boost core FFO guidance to $6.65 to $6.75 per 
share. Management highlighted strong demand across both hyperscale and 
enterprise segments, supported by the REIT’s extensive global footprint and 
ability to scale its development pipeline of over 3 gigawatts, and further 
bolstered by a strong balance sheet. 

Even with the tremendous rebound since mid-2023, we think the stock 
remains a compelling play on the expanding global data center market. We 
have boosted our Target Price to $201 given the company’s operational 
momentum, industry tailwinds and the seemingly insatiable appetite for 
digital infrastructure from the proliferation of Artificial Intelligence. 

Shares of Snap-On (SNA – $369.69) have continued their march higher, 
climbing another 13% since releasing a solid Q3 financial report in October. 
We appreciate that the developer, manufacturer and distributor of tools and 
equipment solutions is one of the best-known brands in the auto-repair 



space, with a conservative fiscal posture under the capable leadership of 
long-time CEO Nicholas T. Pinchuk. 

We also think the company will continue to benefit from an increasing 
lifespan and repair/maintenance complexity for traditional ICE-powered 
vehicles. While not egregiously priced and inexpensive relative to the market, 
the present NTM P/E multiple of 18.5 is above the stock’s long-run average 
with marginal bottom-line growth expected in each of the next few years. So, 
readers shouldn’t be surprised if we soon decide to take some of our chips off 
the table for this holding. For the time being, our Target Price for SNA has 
been lifted to $380. 

The ceasefire between Israel and Lebanon along with comments from Elon 
Musk targeted at defense contractor Lockheed Martin’s (LMT – $529.41) F-35 
program weighed on shares last week. The entrepreneur and co-lead of the 
Department of Government Efficiency (DOGE) announced by President-elect 
Donald Trump took aim at the defense contractor’s jet program, citing waste, 
and arguing that drones would be a more effective war implement versus 
manned aerial vehicles. 

We too have marveled at some of the delays that have plagued the program 
over the years. However, any genuine drone vs. manned vehicle argument 
will be loaded with nuance. And we find it a tall order for the DOGE duo to 
materially impact the Defense Budget, which stands at about a half of U.S. 
discretionary government spending according to CBO data. Considering the 
various conflicts around the globe and defense spending relative to the 
country’s GDP near a multi-decade low, we find Lockheed relatively insulated 
from any immediate impacts from the new administration. 

Indeed, should there be a preference for drones going forward, we would 
suspect Lockheed to live at the forefront of that conversation. Even as the F-
35 program represents about a quarter of overall sales and some two-thirds 
of revenue from the company’s Aeronautics segment, Lockheed has a suite of 
unmanned and autonomous machines already in deployment. Shares trade a 
touch above the long-run median P/E ratio but still appear reasonably priced 
in our view, especially given the 2.5% dividend yield. Our Target Price is 
presently $614. 

President-elect Donald J. Trump proposed new 25% tariffs on imports from 
Mexico and Canada, which, if more than a bargaining chip, could significantly 
impact General Motors (GM – $55.59). As the leading importer of vehicles 
from Mexico to the U.S., the proposed tariffs could raise production costs 
and/or weigh on demand for popular models like the Chevy Silverado, GMC 
Sierra and electric vehicles such as the Equinox and Blazer. 



During Mr. Trump’s previous term, tariffs on steel and aluminum imports 
were imposed, which had a notable impact on GM and other automakers. 
The 25% tariff on steel imports increased raw material costs and added about 
$1 billion of higher production expenses for GM. In response to these 
increased costs and shifting market demands, GM announced in November 
2018 the closure of several plants and a reduction of over 14,000 jobs. 

Although GM would prefer not to operate under a stiffer tariff regime, we 
expect management to navigate the territory in a similar fashion to protect 
margins. Of course, the bottom line could be impacted, but we think the 
company’s solid balance sheet gives it wiggle room to compete in a variety of 
environments, while the stock’s single-digit P/E ratio compensates for a 
significant amount of pessimism in our view. Our Target Price for GM is now 
$71. 

Despite taking a hit earlier this month after some concerns were stoked by an 
analyst around bone mineral density loss from its in-trial obesity drug (GLP-1) 
MariTide, shares of Amgen (AMGN – $282.87) once again lost some ground 
following the company’s announcement of results from a double-blind, dose-
ranging phase 2 study of MariTide. Despite some data from the phase 2 trial 
seemingly easing some of those fears around bone mineral density and heat 
rate effects from the treatment, traders didn’t think the phase 2 results 
differentiated themselves enough from Eli Lilly and Novo Nordisk’s rockstar 
GLP-1 drugs. 

We question the reaction with the study showing that MariTide 
demonstrated up to 20% average weight loss at 52 weeks without a weight 
loss plateau in people with obesity or who were overweight. In people with 
the same conditions but also living with Type 2 diabetes, MariTide 
demonstrated up to 17% average weight loss without a plateau, and it also 
showed an average reduction of the participants HbA1c by up to 2.2%. 
Additionally, MariTide delivered substantial improvements across 
cardiometabolic parameters. 

In fact, Jay Bradner, M.D., executive vice president of Research and 
Development and chief scientific officer at Amgen, stated, “We are very 
excited by MariTide’s differentiated profile, with clinically meaningful 
attributes of substantial and progressive weight loss, monthly or less frequent 
dosing, significant improvements in cardiometabolic parameters and strong 
reduction of HbA1C. These results provide us confidence to initiate MARITIME, 
a Phase 3 program across obesity and a number of related conditions, 
providing a unique potential new treatment option for patients.” 

With a massive addressable market believed to be at least $100 billion for 
these types of obesity medications, the company’s once-per-month (or 



potentially even less frequent) injectable version remains central to Amgen’s 
growth strategy as it continues to work to fend off competition and generics 
for some of its leading drugs. 

The more than 12% plunge since November 8 seems overdone to us and has 
pushed the forward P/E ratio down below 14, well below the 3-, 5- and 10-year 
averages, while analysts still expect EPS to grow this year and in each of the 
next three years. Still, we are prepared for a bumpy ride in the near term as 
many will be watching to see how the Phase 3 MariTide trial results stack up 
versus the already popular and growing usage competition. 

All considered, it seems to us that MariTide offers a differentiated profile even 
if it is limited to dosage, though we also note that Amgen offers a potential 
for reliable manufacturing in this limited supply GLP-1 market. The dividend 
yield is 3.2% and our Target Price for AMGN stands at $367. 

Giving up a large mid-week gain, shares of Dick’s Sporting Goods (DKS – 
$207.24) fell 1.4% last week even as the sporting goods retailer reported 
quarterly results that beat on the top and bottom line, and management said 
it was quite constructive on the current holiday shopping season. Despite the 
unfavorable impact from a calendar shift, DKS produced a strong quarter that 
saw same store sales rise 4.2%, as ticket size increased, overcoming a slight 
decline in transactions. Revenue for the period was $3.06 billion, versus the 
consensus analyst estimate of $3.03 billion, and adjusted EPS was $2.75 (vs. 
the $2.70 est.). 

Executive Chairman Ed Stack commented, “Our strong third quarter results 
demonstrate the significant momentum we have in our business. We 
continue to make strategic investments such as our House of Sport and 
DICK’S Field House concepts, where we are redefining sports retail and 
creating strong engagement with our athletes, brand partners and 
communities, that will fuel our long-term growth. Sport continues to have a 
strong influence on culture, and culture on sport, and our House of Sport 
concept is uniquely positioned to meet the needs of athletes as they look for 
the best of performance as well as the lifestyle of sport.” 

CEO Lauren Hobart added, “We are very proud of our Q3 results and our 
performance year-to-date. Our third quarter comp sales grew 4.2%, driven by 
a continued focus on our strategic pillars and great execution from our team. 
We had an excellent back-to-school season and continued to gain market 
share. As a result of our strong performance in the quarter and the continued 
confidence we have in our business, we are again raising our full year outlook. 
We believe our differentiated product, quality service and powerful omni-
channel experience will resonate well with our athletes this holiday season” 



Management now expects full-year revenue in the range of $13.2 billion to 
$13.3 billion and sees adjusted EPS to be in the range of $13.65 to $13.95, up 
from $13.55 to $13.90, while the company also raised its forecast for 2024 same 
store comparable sales growth to a range of 3.6% to 4.2%, up from a range of 
2.5% to 3.5%. 

Dick’s is the largest pure sporting goods chain in the U.S., with limited 
competition at present in many of its markets. Even as nearly all the major 
brick and mortar competitors have gone bust in the past, Dick’s has found a 
way to excel, perhaps owing to improved omnichannel execution and 
growing its digital sales while providing a differentiated set of offerings across 
brands, price points and categories. While there are expenses associated with 
renovating some current locations, or moving said locations, to repurpose as 
specialty stores or the House of Sport and Fieldhouse store concepts, the P/E 
ratio is still reasonable at 14.3 times NTM EPS expectations, while the dividend 
yield is now 2.1%. Our Target Price has been hiked to $258. 

Already battered shares of Kohl’s (KSS – $14.97) skidded another 12% last 
week after the retailer announced the replacement of its current CEO Tom 
Kingsbury with retail veteran and current Michael’s CEO Ashley Buchanan 
and disclosed Q3 financial results that missed Street expectations. Mr. 
Buchanan will take over in his new role at the top of 2025, while Mr. Kingsbury 
will move into an advisory role and remain on the board until retirement in 
May 2025. 

For Q3, Kohl’s earned $0.20 per share (vs. $0.27 est.) on an 8.8% decline in 
sales to $3.5 billion. Through the first nine months, net sales decreased 6.1% to 
$10.2 billion and net income was $61 million ($0.55 per share), down from $131 
million ($1.18 per share). 

Full-year 2024 projections have been adjusted downward for the third time 
this year. The company is now calling for a 7% to 8% decline for net sales and 
diluted EPS to come in between $1.20 and $1.50, with $500 million allocated 
to store investments and the Sephora partnership. 

Regarding the latest quarter, Mr. Kingsbury said, “Our third quarter results did 
not meet our expectations as sales remained soft in our apparel and footwear 
businesses. Although we had a strong collective performance across our key 
growth areas, including Sephora, home decor, gifting, and impulse, and also 
benefited from the opening of Babies “R” Us shops in 200 of our stores, these 
were unable to offset the declines in our core business. Importantly, we 
delivered gross margin expansion and managed expenses tightly in the 
quarter. We are not satisfied with our performance in 2024 and are taking 
aggressive action to reverse the sales declines. We must execute at a higher 
level and ensure we are putting the customer first in everything we do. We 



are approaching our financial outlook for the year more conservatively given 
the third quarter underperformance and our expectation for a highly 
competitive holiday season.” 

While we have found our share of successes with retail stocks over the years, 
our Kohl’s experience reminds us of the difficulty of investing in the space. 
Subject to loads of competition, operating within a niche or with a unique 
twist on a certain segment is often paramount, while having shrewd 
management doesn’t hurt. The lack of a differentiation strategy is a pain 
point for Kohl’s as it continues to struggle to regain footing since the 
pandemic drastically shifted supply and demand and disrupted procurement 
patterns. 

Given his previous experience at Michael’s and Walmart, we think Mr. Ashley 
will have some productive ideas to bring to the table. Still, execution will be 
key, and he will be without the benefit of such a differentiated category as 
arts and crafts. Moreover, improvements to the online channel will likely take 
several years to materialize. We continue to find value in the company’s real 
estate, although higher interest rates have impacted that landscape 
somewhat and any monetization efforts are also a wildcard. 

Shares may be worthy of a speculation, for those with the stomach for the 
story to potentially worsen before it improves, given the nearly 50% decline 
for the stock year-to-date. Given the reduced guidance, we have to think the 
massive 13% dividend yield is in jeopardy, so we would caution against buying 
directly for the income as capital allocation priorities under the new 
management team could be in flux. As we continue to debate and discuss 
our strategy for the position internally, our Target Price has been cut to $22. 

Shares of Nordstrom (JWN – $22.71) retreated 2.3% last week, though some 
might have expected a positive movement following the company’s quarterly 
top- and bottom-line beat that was reported after market close on Tuesday. 
The upscale retailer posted adjusted EPS of $0.33 (vs. a $0.22 consensus 
estimate) on net sales of $3.35 billion, which was better than the $3.28 billion 
forecast. Traders seemed to be hesitant to celebrate the quarter because the 
company did not lift its full-year outlook for adjusted operating margin and 
EPS ranges of 3.6% to 4.0% and $1.75 to $2.05, respectively, and management 
indicated that sales saw some slowing in the latter part of the quarter. 

We saw JWN’s sales numbers as encouraging considering the hit they took 
from the timing of the Anniversary Sale, the unfavorable warm weather and 
the fact that other department stores declined in the period. We also were 
encouraged to see the Nordstrom Rack concept realize 11% sales growth. 



CEO Erik Nordstrom commented, “The continued sales growth across the 
company and strong gross margin in the third quarter indicate our team’s 
focus and efforts are working. Our customers have a lot of choices, and our 
results give us encouragement that we’re on the right path. Looking ahead, 
we’ll continue to improve our shopping experience as we strive to maintain 
the positive momentum we’ve worked towards all year.” 

Chief Brand Officer Pete Nordstrom added, “Our third quarter results 
demonstrate that our strategic focus on curating a compelling brand 
assortment is resonating with customers. Our actions throughout this year 
have led to this moment, and we feel well-positioned for a successful holiday 
season and look forward to helping our customers celebrate the moments 
that matter. I’m grateful to our dedicated team for consistently delivering the 
high level of service our customers have come to expect from Nordstrom.” 

We continue to view JWN as an above average clothing retailer and 
appreciate the quality-at-a-discount offering afforded by Rack. There was no 
additional discussion from management on the Nordstrom family led 
potential buyout at $23 per share, though we do not see this as an appealing 
price with shares trading for less than 12 times NTM adjusted EPS estimates. 
JWN shares boast a 3.3% dividend yield and our Target Price has been 
increased to $27. 
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