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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 38,714.77              0.0%            +2.7% 

S&P 500   5,117.09 -0.1%            +7.3% 

NASDAQ 15,973.17 -0.7%            +6.4% 
 

Hotter-than-expected inflation data last week left the Dow Jones relatively unchanged for the week with the S&P 
500 dipping 0.1% and the NASDAQ nudging 0.7% lower. 
 
Economic Releases 
First-time claims for state unemployment benefits—a proxy for layoffs—declined 1,000 to 209,000 for the week 
ended March 9 while continuing claims—a proxy for the number of people with ongoing unemployment benefits—
increased by 17,000 to 1.811 million from the previous week. The labor market overall remains in good shape. 
 
Total CPI was up 0.4% month-over-month, as expected, and core CPI, which excludes food and energy, was also 
up 0.4%. Total CPI was up 3.2% year-over-year, versus 3.1% in January, and core CPI was up 3.8% year-over-
year, versus 3.9% in January. The index for shelter (+0.4%) was once again the largest factor in the monthly 
increase for core CPI, and it accounted for roughly two thirds of the year-over-year increase. Excluding shelter, 
CPI was up just 1.8% year-over-year. The shelter index is expected to moderate in coming months given the 
expectation of lower rent prices. 
 
The February Producer Price Index for final demand (PPI) increased 0.6% month-over-month following a 0.3% 
increase in January. The Producer Price Index for final demand, excluding food and energy (core PPI), increased 
0.3% month-over-month following a 0.5% increase in January. On a year-over-year basis, PPI was up 1.6% 
versus 0.9% in January, and core PPI was up 2.0%, unchanged from January. Goods inflation drove the increase. 
The uptick in PPI points to inflation remaining sticky, which means the Fed may wait longer before cutting the 
current fed funds rate. 
 
February retail sales increased 0.6% month-over-month following a downwardly revised 1.1% decline in January.  
The sales rebound from January’s downturn may help the market maintain its soft-landing outlook. 
 
Total industrial production inched up 0.1% month-over-month in February, an improvement over January’s 
decline. The capacity utilization rate was 78.3%. Total industrial production was down 0.2% year-over-year while 
the capacity utilization rate was 1.3 percentage points below its long-run average.  
 
The preliminary reading for the University of Michigan Consumer Sentiment Index for March came in at 76.5, 
ticking down from the final February reading of 76.9. In the same period a year ago, the index stood at 62.0. Year-
ahead inflation expectations remained at 3.0%. Five-year inflation expectations remained at 2.9%. 
 
 
HI-Quality Company News 
A summary of important earnings and/or capital allocation news announced during the past week from the high-
quality companies held in most client portfolios. For new clients, these companies may become investment 
candidates as valuations appear attractive and cash is available:  
 
 



 

Ulta Beauty-ULTA reported pretty fourth quarter results with sales increasing 10% to $3.55 billion, net 
income jumping 16% to $394.4 million and EPS up 21% to $8.08. Comparable store sales increased 2.5%, 
driven by a 4.5% increase in transactions and a 1.9% decrease in average ticket. For the full fiscal year, revenues 
rose 10% to $11.2 billion with net income increasing 4% to $1.29 billion and EPS up 8% to $26.03. Return on 
shareholders’ equity was a gorgeous and profitable 56.6%. Free cash flow declined 11% to $1 billion with the 
company repurchasing 2.2 million of its shares during the year for $1 billion at an average cost of about 
$454.54 per share. The company’s board of directors approved a new share repurchase authorization of 
$2 billion. Since 2014, Ulta Beauty has returned $5.8 billion to shareholders through its share repurchase 
program, while continuing to make strategic growth investments. Ulta Beauty announced the formation of a joint 
venture with Axo, a highly experienced operator of global brands, to launch and operate Ulta Beauty in Mexico in 
2025. International expansion represents an incremental, long-term opportunity for Ulta to extend their 
reach and leverage their differentiated value proposition. The company’s outlook for fiscal 2024 is for net 
sales between $11.7 billion to $11.8 billion, representing 4% to 5% growth, driven by 4% to 5% 
comparable store sales growth and the opening of 60-65 new stores. The company’s operating margin is 
expected in the range of 14% to 14.3%, leading to EPS of $26.20 to $27.00 representing 1% to 4% growth. 
Capital expenditures are expected in the range of $415 million to $490 million. 

 

Oracle-ORCL reported fiscal third quarter revenues rose 7% to $13.3 billion with net income soaring 27% 
to $2.4 billion and EPS up 25% to $.85. Cloud revenue increased 25% to $5.1 billion, led by 49% growth in 
cloud infrastructure (IaaS) to $1.8 billion. This is the first quarter that cloud revenues exceeded license 
revenues as the company continues its cloud transformation with margins expanding thanks to economies of 
scale in the cloud. Large new cloud infrastructure contracts signed in the third quarter drove Oracle’s Remaining 
Performance Obligations up 29% to over $80 billion—an all-time record with 43% of the $80 billion 
expected to be recognized as revenue over the next four quarters. Oracle continues to receive large 
contracts reserving cloud infrastructure capacity because the demand for Oracle’s Gen2 AI infrastructure 
substantially exceeds supply due to the company’s superior price performance. Oracle believes the company’s 
Gen2 Cloud infrastructure business will remain in a “hypergrowth” phase for the foreseeable future. 
During the third quarter, Oracle finished moving most Cerner customers to Oracle’s Gen2 Cloud Infrastructure. 
During the fourth quarter, Oracle will start delivering its completely new Ambulatory Clinic Cloud Application Suite 
to these customers. This new AI-driven system features an integrated voice interface called the Clinical Digital 
Assistant that automatically generates doctors’ notes and updates Electronic Health Records—saving time and 
improving health data accuracy. This revolutionary healthcare technology is expected to transform Cerner 
and Oracle Health into a high-growth business for years to come. Free cash flow jumped 80% during the 
first nine months to $8.5 billion with the company paying $3.3 billion in dividends and repurchasing $1.1 
billion of its stock. Over the last 12 months, free cash flow has increased 68% to $12.3 billion as Oracle is 
benefiting from its cloud transformation. In the fourth quarter, overall revenue is expected to increase 4%-6% 
with non-GAAP EPS expected in the range of $1.62-$1.66. Oracle’s pipeline is growing rapidly as its win rate is 
increasing with revenues expected to accelerate significantly in fiscal 2025. 

 

At Roche Holdings’-RHHBY annual meeting, Severin Schwan, chairman, said, "Both the Pharmaceuticals and 
Diagnostics Divisions delivered strong results in 2023. In particular, I would like to emphasize the strong 
development of our base business. As a result, we grew on a currency-adjusted basis - despite the significant 
decline in sales of COVID-19 products. We have a broad product pipeline with 82 drug candidates, ten of 
which are already in the final phase of clinical development. We have a strong presence in the key areas of 



oncology, immunology and neurology. We are also expanding into new areas, including obesity. In our 
Diagnostics Division, we will launch more new products in 2024 than ever before. We are well positioned for the 
future." In addition, shareholders approved an increase in the dividend for the past financial year to 9.60 
Swiss francs (gross) per share and non-voting equity security. This is the 37th dividend increase in 
succession. 

 
***** 

Thoughtful capital allocation is the most important decision management can make in operating a business for the 
benefit of shareholders.  Last week, three of our HI-quality companies announced rewarding capital allocation 
news. Retailer, Ulta Beauty, reported pretty double-digit growth in sales and earnings during the fourth quarter, 
repurchased $1 billion of its stock last fiscal year and announced a new $2 billion repurchase program. 
Technology giant, Oracle, reported that free cash flow jumped 80% to $8.5 billion during the first nine months of 
fiscal 2024 with the company paying $3.3 billion in dividends and repurchasing $1.1 billion of its stock, while at the 
same time continuing to significantly expand its data centers to meet rapidly growing demand for its cloud 
services. Swiss healthcare company, Roche Holdings, held its annual meeting and discussed the strong results 
from fiscal 2023 and its broad product pipeline, while approving its 37th consecutive dividend increase.  While 
these three companies operate in diverse industries, their strong financial positions and cash flows enable all of 
them to reward long-term shareholders through disciplined capital allocation decisions. 

***** 

Below are a few snippets from the latest Barron’s discussing Oracle and its AI efforts: 

One of the most important weeks in the history of artificial intelligence arguably took place in March 1986, at a 
moment when Ronald Reagan was in the White House, the Dow Jones Industrial Average had yet to crack the 
2,000 level, and no one had heard of the internet, iPhones, or chatbots. OpenAI CEO Sam Altman was still in 
diapers. That week, 38 years ago, two of AI’s most important companies reached the stock market. Microsoft 
went public on March 13, 1986. One day earlier, Oracle did the same. How far we’ve come. 

Microsoft’s role as a leading player in the AI story is well appreciated by investors—it’s the only public company 
with a market cap above $3 trillion, some $400 billion ahead of Apple.  

Oracle is no slouch when it comes to cloud computing and AI, either. Oracle continues to be a key provider of 
enterprise software applications and database software. Just this past week, the company announced new AI 
capabilities for some of its business apps. But the key driver for Oracle is now cloud computing—and the 
associated opportunity in artificial intelligence.  

Founder and Chief Technology Officer Larry Ellison, who still holds 42% of Oracle’s outstanding shares, said the 
company signed 40 cloud computing contracts in the February quarter worth more than $1 billion each. CEO 
Safra Catz said Oracle’s longstanding forecast for fiscal 2026 revenue of $65 billion might be too low. Not least, 
Ellison said Oracle will have some new joint announcements to make this coming week with Nvidia, which is 
holding a developers conference in San Jose. Catz said the company is having no problem getting access to 
GPUs from Nvidia, which has been an issue for some other technology companies.  

William Blair analyst Sebastien Naji wrote, “Oracle is entering a new phase of higher growth that will drive a step-
up in profitability and free cash flow for years to come.” 

If you have any questions, please let us know. 

Sincerely, 
 
Ingrid R. Hendershot, CFA 
President 


