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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 32,977.21  -2.5% -9.2% 

S&P 500 4,131.93              -3.3% -13.3% 

NASDAQ 12,334.64  -3.9% -21.2% 

 
 
Inflation concerns and weak technology earnings led to stock market declines during the past week with the Dow 
dropping 2.5%, the S&P 500 correcting 3.3% and the NASDAQ tumbling 3.9% into bear market territory.  
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
The weekly initial unemployment claims report decreased by 5,000 to 180,000 for the week ending April 23, 
reflecting the tight labor market which is raising concerns about persistent wage inflation. Continuing claims for 
the week ending April 16 decreased to 1.4 million, which is the lowest level since 1970.   
 
The Q1 Employment Cost Index increased 1.4%.  Wages and salaries, which account for about 70% of 
compensation costs, increased 1.2% and benefit costs, which make up the remainder of compensation costs, 
increased 1.8% for civilian workers. 
 
Personal income increased 0.5% in March while personal spending jumped 1.1% month-over-month as 
consumers were spending out of savings to maintain their standard of living in the face of higher costs.  The PCE 
Price Index surged 0.9% month-over-month, which took the year-over-year rate to 6.6%.  
 
Real GDP surprisingly decreased at an annual rate of 1.4% in the first quarter. While personal consumption 
expenditures and gross private domestic investment each increased more than 2%, net exports subtracted 3.2% 
from GDP growth. This report raises concerns that the U.S. economy is at risk of slipping into a recession or 
stagflation.  
 
Total durable goods orders increased 0.8% month-over-month in March, reflecting a business spending rebound 
after a brief slump in February.  
 
The Conference Board's Consumer Confidence Index dipped to 107.3 in April versus 117.5 a year ago, reflecting 
how inflation pressures and the war in Ukraine are impacting consumers’ expectations with purchasing intentions 
down overall from recent levels. 
 
The final University of Michigan Index of Consumer Sentiment for April was 65.2, an increase from the final 
reading for March which was 59.4. The April uptick was nice to see, although the April reading is one of the 
lowest readings over the last 10 years. The improvement was driven largely by an expectation that gas price 
increases will moderate significantly.  
 
New home sales decreased 8.6% month-over-month in March to a seasonally adjusted annual rate of 763,000 
units.  On a year-over-year basis, new home sales were down 12.6%. Sales of lower-priced homes have become 
a smaller percentage of overall sales due to less supply resulting from cost and supply chain pressures for 



builders and rising mortgage rates that are reducing affordability for lower-income buyers. This is leading to 
higher-priced homes accounting for a larger percentage of new homes sold, which is driving up both median and 
average selling prices. 
 

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: 

 

 

Paychex-PAYX announced that its board of directors approved a $.13 increase in the company’s regular 
quarterly dividend, an increase of 20 percent. The dividend will increase from $.66 per share to $.79 per share 
and is payable May 26, 2022, to shareholders of record May 12, 2022. "The decision by the board to increase the 
quarterly dividend reflects the company’s strong year-to-date results, financial strength, and commitment to 
returning cash to shareholders," said Martin Mucci, Paychex chairman and CEO. "Our strong results this fiscal 
year have allowed us to make investments in the business to support our long-term growth as well as return 
capital to our shareholders, consistent with our long-term capital allocation strategy." With this increase, Paychex 
will return $1 billion in dividends to shareholders in Fiscal 2022. 

 

Intel-INTC reported first quarter revenue declined 7% to $18.4 billion with net income and EPS up more than 
140% to $8.1 billion and $1.98, respectively. Excluding unrealized gains in equity investments, restructuring 
charges and other special items, net income and EPS declined 35% to $3.59 billion and $0.87, respectively. By 
business segment, Client Computing, which accounted for 50% of Intel sales, declined 13% owing to supply 
chain constraints due to Chinese COVID lockdowns and weak consumer demand for notebooks and PCs 
compared to last year’s COVID-driven demand surge. Data Center and AI group sales, which accounted for 33% 
of total sales, jumped 22% on strong demand from hyperscale and enterprise customers. Network and Edge 
group revenues, 12% of total sales, increased 23% to a quarterly record on strong cloud networking demand and 
post-COVID transformation of the edge. Emerging Business Segment, which includes Accelerated Computing 
Systems and Graphics, Mobileye and Intel Foundry Services (IFS) jumped 36% with IFS sales increasing 175% 
on increased tool deliveries and automotive revenue. Intel filed Mobileye’s draft registration statement with the 
SEC and expects the IPO to occur before year end. During the quarter, Intel generated $1.3 billion in free cash 
flow with the company returning $1.5 billion to shareholders through dividend payments. Intel ended the 
year with $38.7 billion in cash and investments, $32.8 billion in long-term debt and $103.1 billion in shareholder 
equity. For 2022, Intel expects revenues of about $76.0 billion, adjusted EPS of $3.60 and negative cash flow of 
$1 billion to $2 billion after an estimated $27 billion in capital expenditures.  Pat Gelsinger, Intel CEO stated, 
"With a $1 trillion market opportunity ahead of us, we remain laser focused on our IDM 2.0 strategy. We executed 
well against that strategy in Q1, delivering key product and technology milestones and announcing plans to 
expand our manufacturing capacity in both the US and Europe to meet the continued demand for 
semiconductors and drive a more balanced, resilient global supply chain." 

 

T. Rowe Price-TROW reported first quarter revenues increased 2% to $1.86 billion with net earnings and EPS 
falling 24% to $567.9 million and $2.41, respectively. Net operating income dipped 2% to $877.4 million on a 



5.6% increase in operating expenses, mainly due to the inclusion of Oak Hill Advisors’ expenses following the $4 
billion acquisition of the alternative investment shop that closed in December 2021 and higher technology costs 
related to outsourcing of technology development and retirement recordkeeping to FIS. During the quarter, T. 
Rowe Price reported a $198.5 million non-operating loss compared to income of $102.1 million last year. The 
firm's consolidated products and the supplemental savings plan hedge portfolio comprised nearly 80% of the net 
losses recognized during the quarter. Assets under management of $1.55 trillion declined $136.0 billion during 
the quarter owing to market depreciation of $130.7 billion and net cash outflows of $5.3 billion, including $18.0 
billion withdrawn from equity funds. Investment advisory revenues earned from U.S. mutual funds declined 7% to 
$976.5 million on the heels of a 2% decline in assets under management and a decline in annualized fees to 43.2 
basis points. During the quarter, T. Rowe Price generated $1.05 billion in free cash flow, up 12% from last 
year, with the company returning $599.3 million to shareholders through dividends of $279.2 million and 
share repurchases of $320.1 million at an average cost per share of $151.97. The company ended the 
quarter with nearly $4.5 billion in cash and investments, no long-term debt and $9.1 billion in shareholders’ equity 
on its pristine balance sheet. T. Rowe Price’s strong financial position allowed it to raise the quarterly 
dividend by 11% during the quarter, marking the 36th consecutive year of dividend increases since the 
company’s IPO in 1986. 

 

Stryker-SYK reported first quarter net sales increased 8.1% to $4.3 billion with net income increasing 7% to 
$323 million and EPS up 6.3% to $0.84. By segment, Orthopaedics and Spine net sales of $1.8 billion increased 
5.1% in the quarter and MedSurg and Neurotechnology was up 10.6% to $2.4 billion. During the quarter, Stryker 
generated $84 million in free cash flow with the company returning $262 million to shareholders through 
dividend payments. Stryker ended the quarter with $1.5 billion in cash and investments, $13.8 billion in long-
term debt and $15 billion in shareholders’ equity. Given the dynamic supply chain pressures, COVID-19 
pandemic uncertainty, strong orders for capital equipment, and considering the first quarter results, management 
now expects full year 2022 organic net sales growth towards the high end of guidance in the range of 6% to 8% 
and adjusted EPS of $9.60 to $10.00. "We delivered solid first quarter results in the face of a challenging 
macroeconomic environment," said Kevin A. Lobo, Chair and CEO. "We are encouraged by the steady 
improvement of surgery volumes and the robust demand for our capital products; however, we expect supply 
chain challenges to persist for much of the year." 

 

FactSet-FDS announced that its Board of Directors approved an 8.5% increase in the regular quarterly 
cash dividend from $0.82 per share to $0.89 per share. The $0.07 per share increase marks the twenty-
third consecutive year the Company has increased dividends on a stock split adjusted basis, 
demonstrating its ongoing commitment to providing value to shareholders. 

 

Apple-AAPL reported second quarter revenue rose 9% to a record $97.3 billion with net income up 6% to $25.0 
billion and EPS up 9% to $1.52. Apple set an all-time revenue record for Services, which jumped 17% to $19.8 
billion with more than 825 million paid subscriptions, which increased by 165 million in the last 12 months. The 
App store, music, cloud and Apple Care services each set all-time records for sales.  March quarter revenue 
records were set by iPhone with revenues ringing up a 6% gain to $50.6 billion; Mac with a 15% increase in 
revenues to $10.4 billion; and Wearables, Home and Accessories which had sales tick up 12% to $8.8 billion. 
iPad sales dipped 2% during the quarter to $7.6 billion as strong customer demand was offset by supply 
constraints. The Americas was the geographic segment with the strongest growth as revenues jumped 19% to 
$40.9 billion. European sales rose 5% to $23.2 billion with Greater China sales up 4% to $18.3 billion. Free cash 
flow increased 23% during the first half of the year to $69.8 billion with the company paying $7.3 billion in 
dividends and repurchasing $43.1 billion of its common shares. Given the company’s strong financial position 



with nearly $193 billion in cash and investments as of quarter end, the company announced a 5% increase in 
its dividend and an increase of $90 billion to its existing share repurchase program. Revenue growth in the 
third quarter is expected to be impacted by continued supply constraints due to Covid restrictions and silicon 
shortages in the $4-$8 billon range and foreign exchange headwinds of 3%. Gross margin is expected to be in 
the 42%-43% range with operating expenses of $12.7 billion to $12.9 billion with a tax rate of 16%. 

 

Mastercard-MA reported first quarter revenues rose 24% to $5.2 billion with net income charging 49% higher to 
$2.6 billion and EPS ringing up a strong 52% gain to $2.68. Despite the challenging geopolitical environment, 
cross border volume jumped 52%, switched transactions experienced 22% growth and gross dollar volume 
increased 17% to $1.9 trillion on a local currency basis. Cross-border travel is above 2019 levels for the first time 
since the pandemic began with continued improvement in travel seen in all geographic regions. With pandemic 
restrictions lifted, consumers spending is robust with inflation not curtailing spending yet. Higher rent and gas 
prices may crowd out spending in other areas in the future. As of the end of the quarter, the company’s 
customers had issued 2.9 billion Mastercard and Maestro-branded cards. Card growth was down 4% as Russian 
cards were suspended. Excluding Russia, card growth increased 9%. Free cash flow increased 17% during 
the quarter to $1.6 billion with the company paying $479 million in dividends and repurchasing 6.8 million 
of its common shares at a cost of $2.4 billion or $352.94 per share with approximately $8.9 billion remaining 
authorized for future share repurchases. Given the better-than-expected start to the year, Mastercard expects 
revenues to increase at a high-teen rate for the full year 2022 with operating expenses increasing at a high 
single-digit rate which should result in profit margin expansion for the year. 

 

Baxter International-BAX reported first quarter revenues rose 26% to $3.7 billion with net income and EPS 
each declining 76% to $71 million and $.14, respectively. Adjusted for the costs associated with the Hillrom 
acquisition, net income and EPS both increased 22% to $471 million and $.93, respectively. By segment, 
Medication Delivery achieved double-digit growth at constant currency rates, driven by improving rates of hospital 
admissions and increased sales of large and small volume parenteral solutions as well as infusion systems. 
BioPharma Solutions also achieved double-digit constant-currency growth, reflecting the year-over-year impact of 
multiple collaborations to help manufacture COVID-19 vaccines on a contract basis. Advanced Surgery delivered 
high single-digit growth at constant currency rates, driven by an improvement in the rate of surgical procedures 
compared to the same period last year. Additionally, Renal Care and Clinical Nutrition grew at low single digits 
year-over-year at constant rates. Growth was partially offset by a decline in Pharmaceuticals, due to generic 
competition for certain molecules and supply constraints impacting product availability. Acute Therapies declined 
high single digits at constant currency rates, following last year’s surging demand for continuous renal 
replacement therapy (CRRT) products in the comparable period to help treat COVID-19. During the quarter, 
Baxter generated free cash flow of $68 million with the company paying a quarterly dividend of $.28 per 
share. For the full-year 2022, Baxter now expects EPS in the range of $2.35 to $2.43 and sales growth of 23% to 
24%. Baxter’s outlook reflects the impact from higher oil prices, ongoing supply chain challenges causing 
inflationary pressures as well as the removal of any contribution from the Novum IQ infusion system. For second-
quarter 2022, Baxter expects sales growth of approximately 26% and EPS in the range of $.48 to $.51. In 
addition, Baxter expects to moderate repurchases in the near-term to focus on de-levering. 

 

Meta Platforms-FB reported first quarter revenue rose 7% to $27.9 billion with net income down 21% to $7.5 
billion and EPS down 18% to $2.72. Results reflected a slowdown in e-commerce sales, lower ad demand in 
Europe due to the war in Ukraine and foreign exchange headwinds. Profits were impacted by higher employee 
costs as headcount increased 28% year-over-year to 77,805 as the company invests for the future, increased 
investments in Reality Labs as the company invests in building the metaverse and higher litigation costs. Meta 
continues to see a shift to time spent on short-form videos, such as Reels, which will take time to monetize. 



Management is confident that the Family of Apps side of the business can return to better revenue growth rates 
over time and sustain high operating margins, which will allow the company to grow while significantly investing 
in building the metaverse which they view as an immense long-term growth opportunity. Facebook daily active 
users increased 4% for March 2022 to an average of 1.96 billion with monthly active users increasing 3% to 2.94 
billion. In the first quarter, ad impressions delivered across the Family of Apps increased by 15% with the 
average price per ad declining by 8%. Free cash flow increased 9% during the quarter to $8.6 billion with 
the company repurchasing $9.5 billion of its common stock with $29.4 billion remaining authorized for future 
share repurchases. Meta ended the quarter with a strong balance sheet with $43.8 billion in cash and 
investments, no long-term debt and $123.2 billion in shareholders’ equity. Second quarter revenue is expected to 
be in the range of $28-$30 billion, reflecting a continuation of trends seen in the first quarter including softness in 
ad spend due to the war in Ukraine and 3% in foreign exchange headwinds. Total expenses in 2022 were 
lowered to an expected range of $87-92 billion from previous expectations of $90-$95 billion. 

 

ADP-ADP reported third quarter fiscal 2022 revenues increased 10% to $4.5 billion with net earnings increasing 
15% to $929 million and EPS up 16% to $2.21. By segment, Employer Services revenues increased 8% to $3 
billion with U.S. pays per control increasing 7%. PEO Services revenue increased 14% to $1.5 billion with 
Average Worksite Employees paid increasing 16% to about 688,000. Interest on funds held for clients increased 
10% to $118 million on a 15% increase in Average Client Funds to $38.1 billion and a 10-basis point decline in 
average interest yield. During the quarter, ADP generated $2.1 billion in free cash flow with the company 
returning $2.7 billion to shareholders through dividends of $1.2 billion and share repurchases of $1.5 
billion. ADP ended the quarter with $1.6 billion in cash, $2.9 billion in long-term debt and $4.1 billion in 
shareholders’ equity. Given the strong third quarter and the improving U.S. economy, ADP upped its fiscal 2022 
guidance with revenue now expected to increase in the 9% to 10% range and EPS growth of 14% to 16%. “Our 
strong third quarter results reflect an improving demand environment combined with continued execution on our 
strategic plan to simplify, innovate and grow,” said Carlos Rodriguez, President and Chief Executive Officer, 
ADP. 

 

Check Point Software Technologies-CHKP reported first quarter revenues increased 7% to $543 million with 
net income declining 7.4% to $169.4 million and EPS dipping 2.3% to $1.30. By segment, Product & Security 
subscriptions increased 11% to $317.5 million as the global increase in cyberattacks (up 54% from last year with 
1 in every 53 organizations impacted by ransomware) has prompted organizations to rethink the dated approach 
of disparate point security solutions and transition to Check Point’s unified approach of securing networks, the 
cloud and remote users with the company’s consolidated solution, Infinity, which offers real time threat prevention 
for the entire IT infrastructure. Software updates and maintenance revenues increased 2% to $225.2 million. 
Bookings increased double digits from last year across all regions, especially in the Americas, an early sign that 
investments to grow the U.S. business are generating results. Operating expenses increased 17% as Check 
Point moves toward its targeted 25% salesforce and R&D headcount increase designed to boost growth 
beginning in 2023. During the quarter, Check Point generated 6% growth in cash flow from operations and 
free cash flow to $398.0 million and $393.3 million, respectively, with the company repurchasing $325 
million of its shares at an average cost per share of $130. The company ended the quarter with $3.8 billion in 
cash and investments, no long-term debt and $3.15 billion in shareholders’ equity on its super-secure balance 
sheet. While optimistic about the future, given all the uncertainty surrounding global unrest, supply chain 
bottlenecks, inflation and higher interest rates, Check Point left its 2022 estimates unchanged, projecting revenue 
to reach $2.2 to $2.375 billion, up 5.4% at the midpoint, and EPS of $5.68 to $6.28, down 1.6% from 2021 at the 
midpoint. 

 



 

General Dynamics-GD reported first quarter revenues were relatively flat at $9.4 billion with net earnings up 3% 
to $730 million and EPS up 5% to $2.61. Aerospace backlog grew for the fifth consecutive quarter to the highest 
backlog in more than a decade, driven by continued strong Gulfstream demand. The Gulfstream book- to-bill 
ratio was two-to-one reflecting record first quarter aircraft orders.  Aircraft services increased broadly to set a new 
quarterly record which resulted in the operating margin expanding 110 basis points to 12.8% for this business 
segment. The defense business segments also delivered solid performance on key programs with significant 
awards received for the three defense segments during the quarter. Orders remained strong across the company 
with a consolidated book-to-bill ratio of one-to-one for the quarter. General Dynamics ended the quarter with a 
company-wide backlog of $87.2 billion. Free cash flow during the quarter was extremely strong coming in at 
$1.8 billion, which was 2.5 times net earnings. For the year, General Dynamics expects free cash flow to 
exceed earnings thanks to strong order activity at Gulfstream and progress payments from Combat Systems. 
During the quarter, the company invested $141 million in capital expenditures, paid $330 million in dividends, 
a 6% increase over the prior year, and used $294 million to repurchase 1.3 million shares at an average 
price of $225 per share. 

 

Microsoft-MSFT reported third quarter revenues for fiscal 2022 increased 18% to $49.4 billion with net income 
up 8% to $16.7 billion and EPS up 9% to $2.22. By segment, Productivity and Business Processes revenue 
increased 17% to $15.8 billion, boosted by 17% growth in Office 365, a 34% increase in LinkedIn revenue and a 
35% increase in Dynamics 365 revenue. Intelligent Cloud revenue increased 26% to $19.1 billion and included 
46% growth in Azure revenue. More Personal Computing revenue increased 11% to $14.5 billion on a 14% 
increase in Windows and Cloud services revenue, a 23% increase in Search and a 13% increase in Surface 
sales. During the third quarter, Microsoft generated $25.3 billion in operating cash flow, up 14% year-
over-year and $20 billion in free cash flow, up 17% from last year. Microsoft returned $12.4 billion to 
shareholders in the form of share repurchases and dividends in the third quarter, an increase of 25% 
compared to the third quarter of fiscal year 2021. Microsoft ended the quarter with $104.6 billion in cash and 
investments, $48 billion in long-term debt and $162.9 billion in shareholders’ equity on its strong balance sheet. 
Looking ahead to the fourth quarter, leadership expects sales in the range of $52.4 billion to $53.2 billion. 

 

Texas Instruments-TXN reported first quarter revenues rose 14% to $4.9 billion with net income and EPS 
increasing 26% to $2.2 billion and $2.35, respectively. Sustained demand in the industrial and automotive 
markets fueled 20% revenue growth in each segment. Demand for the company’s chips outstripped supply which 
led to strong margin expansion as the company had pricing power.  By segment, Analog revenues increased 
16% to $3.8 billion, Embedded Processing revenues were up 2% to $782 million and Other revenues increased 
27% to $307 million. During the quarter, TXN generated $1.7 billion in free cash flow, a 10% increase year-
over-year, and returned nearly $1.7 billion to shareholders through dividends of $1.1 billion and share 
repurchases of $589 million. Cash flow from operations was up 27% to $9.1 billion for the trailing 12 months. 
Free cash flow for the same period was $6.5 billion. Over the past 12 months, Texas Instruments invested $3.2 
billion in R&D and SG&A, invested $2.6 billion in capital expenditures and returned $5 billion to shareholders. 
Management’s second quarter outlook is for revenue in the range of $4.2 billion to $4.8 billion and EPS between 
$1.84 and $2.26. This outlook reflects reduced demand from China-based customers due to COVID-19 
restrictions in China. 



 

Visa-V reported fiscal second quarter revenues charged ahead 25% to $7.2 billion with net income increasing 
21% to $3.65 billion and EPS up 23% to $1.70. Key business drivers included a 17% increase in Payments 
Volume to $2.78 trillion, a 47% increase in Cross-Border Volume (excluding Intra-Europe), a 38% increase in 
total Cross-Border Volume and 19% growth in processed transactions to 48 billion. Visa ended the quarter with 
3.922 billion Visa branded cards, up 9% from last year. By segment, Service Revenues increased 24% over the 
prior year to $3.5 billion, Data Processing revenues rose 16% to $3.5 billion, International Transaction revenues 
grew 48% to $2.2 billion while Other revenues increased 21% to $474 million and Client Incentives, a contra-
revenue item, were $2.5 billion and represented 25.8% of gross revenues. During the first half of fiscal 2022, 
Visa generated $7.28 billion in free cash flow, up 11.6% from last year, representing nearly 96% of 
reported net income. Visa returned $8.66 billion to shareholders during the first half through $7 billion in 
share repurchases at an average cost of $210.11 per shares and dividend payments of $1.6 billion. Visa 
ended the quarter with more than $16 billion in cash and investments, $17.5 billion in long-term debt and $36 
billion in shareholders’ equity on its solid balance sheet. Looking ahead, despite a 4% hit to revenues due to the 
closure of business in Russia, management expects revenues to grow in the upper-teens to 20% during fiscal 
2022. During the conference call, Alfred F. Kelly, Jr., Chairman and Chief Executive Officer, commented, “The 
Omicron variant impacts were short lived and the global economic recovery that began in the middle of last year 
continued. We had solid growth in most countries around the globe and across all elements of our business, with 
revenue growth of over 20% in consumer payments, new flows and value-added services. While the geopolitical 
environment remains uncertain, we expect continued growth driven by a robust travel recovery and through the 
enablement of traditional and newer ways to pay globally." 

 

3M-MMM reported first quarter sales dipped slightly from last year to $8.8 billion with net income declining 20% 
to $1.3 billion and EPS falling 18.4% to $2.26. Excluding PFAS litigation and related remediation expenses, 3M’s 
EPS declined 10% to $2.65.  By business segment, Safety & Industrial sales dipped 1.5% to $3.05 billion on mid-
single digit organic growth in industrial adhesives and tapes, electrical markets, abrasives, and closure and 
masking systems while disposable respirator sales declined nearly $50 million, or 8% organically. Transportation 
& Electronics sales declined 2.3% to $2.34 billion on flat automotive sales and declining electronics and 
transportation safety as global semiconductor supply chain challenges continue impacting auto builds and 
electronics end-markets. Health Care sales increased 2.7% to $2.1 billion with organic growth across all divisions 
led by food safety, separation and purification sciences, medical solutions and health information systems. 
COVID-19 continues to impact U.S. elective procedures that are about 85% to 90% of pre-pandemic levels. 
Consumer sales increased nearly 2% to $1.3 billion with organic growth across all divisions, led by consumer 
health and safety and continued demand for home care, stationery and office and home improvement products. 
Adjusted operating margin declined 270 basis points from last year’s first quarter to 21.4%, pressured by raw 
material/logistic cost inflation and manufacturing productivity headwinds, partially offset by selling price actions 
and restructuring benefits.  During the first quarter, 3M generated $587 million in free cash flow, down 57% from 
last year, due to higher cash compensation, litigation and remediation expenses and a 37% jump in capital 
expenditures for growth and sustainability investments. During the quarter, 3M returned $1.6 billion to 
shareholders through share repurchases of $773 million and dividend payments of $852 million. In 
February, 3M increased its quarterly dividend by 0.7% to $1.49 per share, marking the 64th consecutive 
year of dividend increases and 100 years of uninterrupted dividend payments. 3M ended the quarter with 
$3.4 billion in cash, $14.8 billion in long-term debt and $15.0 billion in shareholders’ equity. While the 
macroeconomic and geopolitical environment remains challenging and fluid, 3M continues to manage and 
navigate the headwinds facing its businesses.  Given its first quarter PFAS related charges, 3M updated its full-
year 2022 earnings outlook. 3M now expects its full-year 2022 earnings per share to be in the range of $9.89 to 
$10.39 versus a prior expectation of $10.15 to $10.65. The company’s full-year organic sales growth and free 
cash flow conversion ranges remain unchanged with cash flow conversion in the range of 90% to 100%. Share 
repurchases are expected in the $2 billion range. 



 

Alphabet-GOOGL reported first quarter revenues rose 23% to $68 billion with operating income up 22% to $20 
billion as operating margin held steady at 30%. Net income declined 8% to $16.4 billion with EPS down 6% to 
$24.62, reflecting changes in equity investment valuations. Revenue growth was driven by 44% growth in Google 
Cloud revenue to $5.8 billion, thanks to increased deal volume due to the digital transformation of businesses as 
hybrid work is here to stay, and 24% growth in Google Search revenue to $39.6 billion with strength in retail and 
travel searches. Time spent on YouTube continues to grow with 700 million hours of YouTube content watched 
every day. YouTube ad revenue rose 14% during the quarter. Free cash flow increased 15% during the 
quarter to $15.3 billion with the company repurchasing $13.3 billion of its common stock during the 
quarter. In the past 12 months, Alphabet has repurchased $52 billion of its common stock with the 
company announcing a new $70 billion share repurchase program. Alphabet’s fortress balance sheet can 
easily support this repurchase program with more than $164.5 billion in cash and investments, $14.8 billion in 
long-term debt and $254 billion in shareholders’ equity. The company will face tough comparisons during the 
second quarter of 2022 as it laps the strong economic recovery from last year, reflects the suspension of 
commercial activities in Russia and faces foreign exchange headwinds. 

   

Canadian National Railway-CNI reported first quarter revenues chugged ahead 5% to C$3.708 billion with net 
earnings declining 5.9% to C$918 million and EPS down 4.4% to C$1.31. RTMs (measuring the weight and 
distance of freight transported) declined by 8% compared to the year-earlier period on a significantly smaller 
Canadian grain crop, persistent global supply chain disruptions and challenging operating conditions. Freight 
revenue per RTM increased by 15%, mainly driven by a significant decrease in the average length of haul, higher 
applicable fuel surcharge rates and freight rate increases. First quarter operating ratio (operating expenses as a 
percentage of revenues) of 66.9%, increased 4.4-points from last year due to higher fuel prices and costs related 
to harsher winter weather. During the first quarter, Canadian National generated operating cash flow of C$570 
million and free cash flow of C$191 million, down from C$540 million last year, mainly due to working capital 
needs. The company returned C$1.8 billion to shareholders through its quarterly dividend of $0.7325 per 
share, up 19% from last year, totaling $509 million and share repurchases of C$1.29 billion at an average 
cost per share of $158.56. Canadian National ended the quarter with C$1.045 billion in cash, C$11.9 billion in 
long-term debt and $21.9 billion in shareholders’ equity. Due to challenging operating conditions in the first 
quarter as well as worldwide economic uncertainty, the company now expects to deliver 15-20% adjusted EPS 
growth, compared to its January 25, 2022, target of 20%. Canadian National now targets an operating ratio below 
60% for 2022, compared to its prior target of 57% as well as about 15% of ROIC.   

 

UPS-UPS reported first quarter revenues rose 6.4% to $24.4 billion with operating profit up 17.6% to $3.3 billion. 
Operating margin increased 70 basis points to 13.6% during the quarter as all business units delivered operating 
growth. Net income and EPS each declined 44% to $2.7 billion and $3.03, respectively, due to a change in 
pension income from the prior year period. These were solid financial results despite a challenging macro 
environment in the first quarter which resulted in daily volume coming in less than planned. Omicron hurt sales in 
January and pressured volumes. Later in the quarter, performance was impacted by record high inflation, a surge 
in energy prices and COVID-19 lockdowns in Asia. Total average daily volume in the US was down 3%, driven 
mostly by residential volume as UPS was lapping generous federal stimulus payments last year. UPS has 
ceased operations in Ukraine, Belarus, and Russia. Revenue from those three countries represented less than 
1% of total revenue in 2021, but the war has impacted fuel prices which remains a concern. Free cash flow 
increased 6% during the quarter to $3.9 billion with UPS delivering $1.3 billion in dividends to 



shareholders and repurchasing $254 million of its common stock. For 2022, UPS reaffirmed its full-year 
financial targets with revenue of $102 billion expected with an adjusted operating margin of about 13.7%. UPS 
expects to generate an adjusted return on invested capital above 30% during the year. Capital expenditures for 
the year are expected to approximate $5.5 billion. UPS plans to pay about $5.2 billion in dividends and 
doubled its share repurchases for 2022 to a target of $2 billion given management’s confidence in its 
financial outlook and position. 

 

 

Roche Group-RHHBY provided the first quarter sales update as the company reported Group sales increased 
11% in constant exchange rates (CER) to CHF 16.4 billion. The 11% sales growth was driven by a 69% jump in 
Pharmaceutical sales in the Japan region to CHF 1.3 billion and a 24% increase in the Diagnostics Division to 
CHF 5.2 billion. The Diagnostics Division’s strong growth was due to good momentum in base business and 
continued high demand for COVID-19 tests. Pharmaceuticals Division sales increased 6% to CHF 11.1 billion. 
During the quarter, Vabysmo (medication for severe eye diseases) received FDA approval. For fiscal 2022, 
sales are expected to be stable or grow in the low-single digits and Core EPS is targeted to grow in the 
low to mid-single digit range (at constant exchange rates). Roche anticipates sales of COVID-19 medicines 
and diagnostics to decrease by approximately CHF 2 billion to around CHF 5 billion, and sales losses to 
biosimilars in the current year to be roughly CHF 2.5 billion. In addition, Roche expects to increase its 
dividend in Swiss francs.  

 

Raytheon Technologies-RTX reported first quarter revenues rose 3% to $15.7 billion with net income increasing 
44% to $1.1 billion and EPS up 46% to $.73, respectively. Earnings include $.41 per share of net significant 
and/or non-recurring charges and acquisition accounting adjustments. Backlog at the end of the quarter was 
$154 billion, including $92 billion from commercial aerospace and $62 billion from defense. RTX generated $37 
million of free cash flow, an 89% decrease due to inflation, global sanctions, labor availability and supply chain 
constraints. The company returned nearly $1.5 billion to shareholders through dividends of $745 million 
and share repurchases of $743 million. Management lowered the sales outlook for 2022, expecting sales of 
$67.75 billion to $68.75 billion, driven by global sanctions on Russia. RTX still expects adjusted EPS of $4.60-
$4.80, free cash flow of approximately $6 billion and share repurchases of at least $2.5 billion. 

 

NVR, Inc.-NVR reported first quarter revenues increased 17% to $2.38 billion with net income increasing 71% to 
$426 million and EPS jumping 84% to $116.56, respectively. Profitability jumped during the quarter due to 
higher home prices and lower lumber costs.  New orders decreased by 6% during the quarter to 5,927 units. 
However, the average sales price of new orders increased by 13% to $465,700. The cancellation rate in the 
second quarter remained flat at 10%. Settlements increased 3% during the quarter to 5,214 units. The backlog of 
homes sold but not settled as of March 31, 2022, increased on a unit basis by 5% to 13,443 units and increased 
on a dollar basis by 20% to $6.23 billion. Mortgage loan closings increased 5% to $1.48 billion during the quarter. 
The company repurchased 146 million shares during the quarter, for an average price of $5,127 per share 
and ended the quarter with $2.2 billion in cash, $1.5 billion in long-term debt and $2.7 billion in 
shareholders’ equity on its sturdy balance sheet. 



 

PepsiCo-PEP reported first quarter revenues rose 9% to $16.2 billion with net income and EPS popping over 
100% higher to $4.2 billion and $3.06, respectively.  These strong results reflect PepsiCo’s presence in growing 
global categories. During the quarter, PepsiCo gained market share across many of its key global snacks 
and beverage markets with notable improvements in the U.S. snacks and beverage businesses. On the 
international front, the developing and emerging markets remained resilient despite the pandemic with double-
digit growth in the Latin America, Africa, Middle East and South Asia regions. Despite higher-than-expected cost 
input inflation, PepsiCo raised its revenue outlook and now expects to deliver 8% organic revenue growth 
(previously 6%) in 2022 and continues to expect an 8% increase in core constant currency EPS thanks to 
productivity gains.  In 2022, the company plans to return $7.7 billion to shareholders through $6.2 billion in 
dividends and $1.5 billion in share repurchases. 

 

Bank of Hawaii Corporation – BOH reported first quarter revenues increased 3.2% to $168.8 million with net 
income and EPS declining 12% to $52.9 million and $1.32, respectively. Net interest income increased 4% to 
$125.3 million while net interest margin of 2.34% dipped slightly on loan growth of 3.3% to $12.5 billion. Bank of 
Hawaii’s deposits grew 6% to a new high of $20.7 billion, providing ample low cost, long duration 
liquidity to support future loan growth.  Noninterest income of $43.6 million increased 1.4% from last year 
with noninterest expenses increasing 5.1% to $103.9 million as the company continued its innovation spend. 
During the quarter, Bank of Hawaii generated a 0.97% return on average assets, down 18 basis points from last 
year, and a 15.4% return on average common equity, down 221 basis points, on a lower loan loss provision 
release and seasonal payroll expenses. Bank of Hawaii’s asset quality remains strong, and its fortress capital 
position significantly exceeds regulatory guidelines for well-capitalized banks. During the quarter, the company 
repurchased $10.0 million of its shares at an average cost per share of $85.34 with $75.8 million remaining 
under the current authorization. Hawaii’s economy continues to recover with an unemployment rate of 4.1%, daily 
arrivals reaching pre-pandemic levels and continued strength in Oahu real estate.   

 

Berkshire Hathaway-BRKB reported the company’s net worth during the first quarter of 2022 increased slightly 
by 0.4%, or $1.9 billion, to $508.1 billion with book value equal to about $345,439 per Class A share as of 
3/31/22. Berkshire Hathaway reported first quarter revenues increased 10% to $70.8 billion with net income 
declining 53% to $5.5 billion. Excluding investment and derivative losses of $1.6 billion, operating earnings held 
relatively steady at $7. 0 billion. 

The investment losses approximated $771 million in paper losses from changes in unrealized gains of equity 
holdings and $612 million in after-tax realized losses during the first quarter.  Berkshire’s four major equity 
investment holdings which represent about 66% of total equities held, include American Express at $28.4 billion 
(which charged 15% higher during the quarter or $3.6 billion), Apple at $159.1 billion (which dipped 1% during 
the quarter or $2.1 billion), Bank of America at $42.6 billion (which dropped 7% during the quarter or $3.4 billion), 
and Chevron, which surprisingly replaced Coca-Cola as the fourth largest equity holding, at $25.9 billion after 
Buffett purchased more than $20 billion of Chevron during the first quarter.  Buffett noted during the annual 
meeting that he also took another bite of Apple by adding to the position during the quarter. 

During the first quarter, Berkshire’s insurance businesses generated earnings from underwriting of $47 million, 
which declined 94% from the prior year period due to ongoing increases in claims severities at GEICO due to 
significant cost inflation in automobile markets. Insurance investment income declined 3% during the quarter to 
$1.2 billion, reflecting lower dividend income.  The float of the insurance operations increased $1 billion during 



the quarter to $148 billion. The average cost of float was negative during the quarter as the underwriting 
operations generated earnings. 

Burlington Northern Santa Fe’s revenues chugged 11% higher during the quarter to $5.8 billion with net earnings 
rolling 10% higher to $1.4 billion reflecting higher revenue per car/unit partly offset by lower overall freight 
volumes and higher average fuel costs. The volume decrease was mainly from lower international intermodal 
shipments resulting from supply chain challenges and lower automotive shipments due to the global microchip 
shortage. 

Berkshire Hathaway Energy reported revenues rose 1% during the first quarter to $6.0 billion with net earnings 
up 7% to $750 million. The earnings increase reflected higher earnings from the regulated utilities partly offset by 
lower earnings from the natural gas pipelines and real estate brokerage business. 

Berkshire’s Manufacturing businesses reported revenues rose 16% to $18.4 billion with operating earnings up 
16% to $2.8 billion for the quarter. The Buildings Products segment led the way for the quarter with revenues 
rising 19% to $6.7 billion and operating earnings jumping 49% to $1.1 billion thanks to strong demand for 
residential housing construction. Significant increases in mortgage interest rates will likely slow demand for new 
housing construction over the balance of the year. 

Service and Retailing revenues increased 11% during the quarter to $21.6 billion with pre-tax earnings up 17% to 
$1.2 billion. The Service group led the way as revenue increased 26% to $4.5 billion with pre-tax earnings up 
23% to $724 million thanks to strong growth from TTI, reflecting accelerating demand across all electronic 
component markets, and the aviation business services due to higher training hours at FlightSafety and 
significantly higher customer flight hours at NetJets. 

Berkshire’s balance sheet continues to reflect very significant liquidity and a very strong capital base of $508.1 
billion as of 3/31/22. Excluding railroad, energy and utility investments, Berkshire ended the quarter with $532.5 
billion in investments allocated approximately 73.3% to equities ($390.5 billion), 4.1% to fixed-income 
investments ($21.7 billion), 3.3% to equity method investments ($17.6 billion), and 19.3% in cash and equivalents 
($102.7 billion). 

Free cash flow declined 45% during the quarter to $3.7 billion due to lower earnings and higher capital 
expenditures.  During the quarter, capital expenditures approximated $3.1 billion, which included $2.2 billion for 
BNSF and BHE, its railroad and utility and energy units. Berkshire expects capital expenditures for the balance of 
2022 for BNSF and BHE to approximate $9.4 billion. 

During the quarter, Berkshire paid cash of $51.1 billion to acquire equity securities and received 
proceeds of $9.7 billion from the sale of stocks. The stock purchases included about $21 billion in 
Chevron, about $7 billion in Occidental Petroleum, about $6 billion in Activision Blizzard as an arbitrage 
play, $5 billion in German stocks and Japanese stocks, $4 billion in HP, Inc. and about $600 million of 
Apple.  In addition, Berkshire purchased a net $14.4 billion in Treasury Bills and fixed-income 
investments.  Berkshire also announced an agreement to acquire Alleghany, a property and casualty 
reinsurance and insurance business, for $11.6 billion in cash with the deal expected to close in the fourth 
quarter of 2022. 

Berkshire repurchases its shares at prices below Berkshire’s intrinsic value, as conservatively 
determined by Warren Buffett and Charlie Munger.  During the quarter, Berkshire repurchased $3.2 
billion of its common stock.  These repurchases included 3,582,355 Class B shares acquired at an 
average price of $322.88 per share and 332 Class A shares purchased at an average price of $485,015 per 
share during March 2022. No shares were repurchased in April.   

***** 

A Tech Wreck among high-flying technology stocks has led the NASDAQ into bear market territory (down more 
than 20%).  In addition, the S&P 500 fell into correction territory (down more than 10%) due to rising interest rates, 
inflation concerns, uncertainty surrounding the war in Ukraine and continued COVID-19 lockdowns in China 
impacting supply chains. 



While market pullbacks are never fun, they are an inevitable part of long-term investing. It is helpful to have had so 
many of our HI-quality companies report earnings this past week as it enables us to focus on the underlying 
business fundamentals and not the volatile price movements of the stocks brought on by a fretful Mr. Market and 
gyrating computer trading. 

Thanks to strong and growing free cash flows, most of our companies continued to pay and/or increase their 
dividends and repurchase substantial amounts of their common stock during the most recent quarter. Several of 
the companies announced dividend increases last week including Paychex with an inflation-beating 20% increase 
to their dividend paycheck; T. Rowe Price with an 11% dividend increase, marking the 36th consecutive year of 
dividend increases; FactSet with an 8.5% dividend increase, marking the 23rd consecutive year of dividend 
increases and Apple with a juicy 5% dividend increase. Apple also announced a whopping $90 billion new share 
repurchase program with Alphabet not far behind with its own announcement of a new $70 billion share buyback 
program. With business fundamentals improving and stock prices pulling back, valuations appear more attractive. 
It was, therefore, not surprising to see Warren Buffett, the CEO of Berkshire Hathaway, go on the biggest 
spending spree he has done in nearly a decade with $51.1 billion invested in stocks during the past quarter along 
with plans to acquire Alleghany for $11.6 billion. Berkshire Hathaway held its annual meeting over the weekend, 
which we watched for six hours, and a summary of the meeting’s highlights will appear in the June newsletter.  

If you have any questions, please let us know. 

Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


