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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 31,909.64               -4.4% -3.7% 

S&P 500 3,861.59               -4.5% +0.6% 

NASDAQ 11,138.89               -4.7%             +6.4% 
 

Concerns over rising rates and failing banks led to a drop in the stock market last week as the Dow declined 
4.4%, the S&P 500 Index dropped 4.5% and NASDAQ fell 4.7%.  

Economic Releases 
A summary of economic releases during the past week which may impact the financial markets: 

First-time claims for state unemployment benefits—a proxy for layoffs—increased by 21,000 to 211,000 for the 
week ended March 4 while continuing claims—a proxy for the number of people with ongoing unemployment 
benefits—increased by 69,000 to 1.718 million from the previous week. While the labor market remains tight, it 
may be softening as this is the first increase in initial claims over 200,000 in eight weeks.   

The February employment report showed stronger-than-expected growth in nonfarm payrolls to 311,000, a 
larger-than-expected increase in the unemployment rate to 3.6%, and a smaller-than-expected monthly increase 
in average hourly earnings to 0.2%, although the year-over-year rate increased to 4.6% from 4.4%. The labor 
force participation rate increased to 62.5% from 62.4% in January. 
 
Consumer credit increased by $14.8 billion in January, driven primarily by revolving credit. It was the second-
lowest increase in the last twelve months with the lowest being in December. Credit expansion is moderating in 
the face of rising interest rates.  
 
Factory orders declined 1.6% month-over-month in January due to weakness in transportation orders.  
Shipments of manufactured goods increased 0.7%.   
 

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:  
 

 

Oracle-ORCL reported fiscal 2023 third quarter revenues increased 18% to $12.4 billion with net earnings 
declining 18% to $1.9 billion and EPS down 19% to $0.68.  Overall revenue growth was driven by Oracle’s 



rapidly growing Cloud Infrastructure, up 55%, and the Cloud Applications business, up 42%. Total Cloud 
revenue, which includes Cloud Infrastructure and Cloud Applications, is now running over $16 billion annually. 
Since June of last year when Oracle acquired Cerner, that business has increased its healthcare contract base 
by approximately $5 billion with Cerner contributing $1.5 billion to total revenues during the quarter. While 
management is pleased with the early success of the Cerner business, they expect the signing of new healthcare 
contracts to accelerate over the next few quarters. During the first nine months of fiscal 2023, Oracle 
generated $4.7 billion in free cash flow, up 92% from last year. Oracle returned $3.7 billion to 
shareholders through share repurchases of $1.1 billion and dividend payments of $2.6 billion. During the 
quarter, the Board of Directors declared a quarterly cash dividend of $.40, up 25% from $.32. Looking 
ahead to the fourth quarter, Oracle expects revenue growth in the 15% to 17% range with EPS between $1.56 
and $1.60.  

 

Ulta Beauty-ULTA reported pretty fourth quarter results with both sales and net income increasing 18% 
to $3.2 billion and $340.8 million, respectively, with EPS up 24% to $6.68. Comparable store sales increased 
15.6%, driven by a 13.6% increase in transactions and a 1.8% increase in average ticket. These strong results 
reflected the continued resilience of the beauty category, retail price increases and the impact of new brands 
and product innovation. For the first time in the company’s 33-year history, Ulta Beauty’s annual revenue 
topped $10 billion with net income exceeding $1 billion. For the full fiscal year, revenues rose 18% to $10.2 
billion with net income growing an alluring 26% to $1.2 billion with EPS up a shiny 34% to a record $24.01. 
Return on shareholders’ equity was a gorgeous and profitable 63.3%. Free cash flow rose 32% to $1.7 
billion with the company repurchasing 2.2 million of its shares during the year for $900 million at an 
average cost of about $409.09 per share. The company has $1.1 billion remaining authorized for future share 
repurchases. Ulta Beauty ended the year with strong momentum. The company’s outlook for fiscal 2023 is for net 
sales between $10.95 billion to $11.05 billion, representing 7% to 8% growth, driven by 4% to 5% comparable 
store sales growth and the opening of 25-30 new stores. The company’s operating margin is expected in the 
range of 14.7% to 15.0%, leading to EPS of $24.70 to $25.40, representing 3% to 6% growth. Capital 
expenditures are expected in the range of $400 million to $475 million. 

 

Brown-Forman-BFB reported third quarter revenues rose 4% to $1.0 billon with net income and EPS dropping 
61% to $259 million and $.54, respectively. These results reflect lower gross margin and higher operating 
expenses driven by inflation, supply chain disruptions and foreign exchange headwinds. In addition, a non-cash 
impairment charge of $96 million for the Finlandia brand name and a $27 million pension settlement charge were 
incurred during the quarter. During the first nine months of the fiscal year, Brown-Forman’s free cash flow 
declined 53% to $294 million primarily due to the lower earnings. Fiscal year-to-date, the company has paid $279 
million in dividends. Brown-Forman has paid dividends for 79 consecutive years and increased the 
dividend for 39 consecutive years. Reflecting the continued strength of the company’s diverse brands, strong 
consumer demand and the return of inventories to more normalized levels following the pandemic, Brown-
Forman expects organic net sales to increase 8% to 10% for the full fiscal 2023 year with organic 
operating income up in the high-single digit range. Capital expenditures for the full year are planned to be in 
the range of $190 million to $210 million.   

 



 

The board of directors of General Dynamics-GD declared a regular quarterly dividend of $1.32 per share on the 
company's common stock, payable May 12, 2023, to shareholders of record on April 14, 2023. This is the 26th 
consecutive annual dividend increase authorized by the General Dynamics board, and represents a 4.8% 
increase over last year's dividend. 

 

Private sector employment increased by 242,000 jobs in February and annual pay was up 7.2 percent year-over-
year, according to the February ADP® National Employment ReportTM produced by the ADP Research 
Institute® in collaboration with the Stanford Digital Economy Lab ("Stanford Lab"). "There is a tradeoff in the labor 
market right now," said Nela Richardson, chief economist, ADP.  "We're seeing robust hiring, which is good for 
the economy and workers, but pay growth is still quite elevated. The modest slowdown in pay increases, on its 
own, is unlikely to drive down inflation rapidly in the near-term. 

  

T. Rowe Price-TROW reported preliminary month-end assets under management of $1.31 trillion as of February 
28, 2023, representing a 3.1% increase since year end. Preliminary net outflows for February 2023 were $5.9 
billion. 

***** 

The stock market was “Powelled” last week as Federal Reserve Chairman Jerome Powell said that inflation is 
still too strong and rates would need to go higher and stay higher for longer. In part due to rising interest rates,  
SVB Financial, the parent of Silicon Valley Bank, collapsed in the second-biggest bank failure in U.S. history. 
SVB Financial was the 16th largest bank in the country and catered to technology startups in Silicon Valley.  
Rising interest rates impacted the bank’s massive bond portfolio which had to be sold at a loss as an old-
fashioned bank run occurred when alarmed investors began pulling their money out of the bank, including a 
staggering $42 billion of deposits by last Thursday.  Crypto banks, Silvergate Capital and Signature, also were 
closed by regulators. 

While depositors with insured deposits of $250,000 in banks are made whole by the FDIC, larger depositors 
faced an uncertain timeline on retrieving their money which could have impacted the payrolls for many small tech 
firms and venture capital companies. The FDIC typically sells a failed bank’s assets to other banks, using the 
proceeds to repay depositors whose funds weren’t insured, but this generally takes time and does not guarantee 
full repayment. However, on Sunday evening, financial regulators issued a statement that all depositors at SVB 
Bank and Signature would be fully protected and have access to all their money on Monday morning. No losses 
associated with the resolution of the banks is to be borne by taxpayers with any losses to the government 
recovered in a special assessment on banks.  

The Federal Reserve also said it will offer funding to banks through a new facility to help ensure banks can meet 
all depositor withdrawals. The Fed's financing will be made available through the creation of a new Bank Term 

http://www.adpemploymentreport.com/
http://www.adpemploymentreport.com/


Funding Program (BTFP), offering loans of up to one year to banks, savings associations, and credit unions 
pledging U.S. Treasuries, agency debt and mortgage-backed securities, and other qualifying assets as collateral. 
According to the Fed, the BTFP will be an additional source of liquidity against high-quality securities, eliminating 
an institution’s need to quickly sell those securities in times of stress. 

In a separate statement Sunday night, the Fed said it “is closely monitoring conditions across the financial 
system and is prepared to use its full range of tools to support households and businesses and will take 
additional steps as appropriate.” 

With the 2008-2009 financial crisis still vividly imprinted in investor memories, banks, both large and small, 
quickly tumbled in price last week, including our holdings in Western Alliance and Bank of Hawaii.  

 In light of the industry events, Western Alliance put out the following statement last week: 

 

• Deposits remain strong with the following balances, as of 3/9/2023: 
• Total deposits of $61.5 billion, an increase of $7.8 billion since year end, led by our deposit verticals of 

Settlement Services, Home Owner Associations and Mortgage Warehouse. The company expects 
deposits to moderately decline from these levels by quarter end due to typical seasonal and monthly 
activity. 

• Total technology-related deposits of $6.5 billion, which are down $201 million quarter to date, as of 
3/9/2023 

• Total Equity Fund Resources & Life Sciences deposits of $1.5 billion, which are up $118 million quarter to 
date, as of 3/9/2023 

• Liquidity remains robust with available liquidity, as of 3/9/2023:  
o Cash held on balance sheet of approximately $2.5 billion, as of 3/9/2023 
o Fully collateralized credit facility from the Federal Home Loan Bank of San Francisco of $13.1 

billion with a $0 balance, as of 3/9/2023 
o Uncommitted credit lines from various financial institutions of $4.6 billion with a $198 million 

balance, as of 3/9/2023 
o Fully collateralized credit facility from the Federal Reserve Bank of San Francisco of $5.2 billion 

with a $0 balance, as of 3/9/2023 
o Unpledged available for sale marketable securities of $5.3 billion with an adverse mark of $383 

million already captured in Accumulated Other Comprehensive Income (AOCI), as of 2/28/2023, 
that could be liquidated or pledged to provide additional liquidity, if needed 

o Held to maturity securities of less than 2% of assets with an unrecognized adverse mark of only 
$192 million, as of 2/28/2023 

• Capital remains strong with CET1 of 9.32%, as of 12/31/2022. We expect CET1 to continue to rise from 
year end levels to 9.5% or higher at first quarter end 

• Asset quality remains excellent, and we have experienced no significant changes since year end, 
including classified assets, non-performing assets, and charge-offs 

• Furthermore, Western Alliance affirms its full-year deposit growth guidance of 13% – 17% 

 
We also believe that Bank of Hawaii shares similar attributes with robust liquidity, strong capital and excellent 
asset quality. During the fourth quarter conference call, Peter Ho, the bank’s CEO presciently stated, “As we 
enter into 2023, the forward view on the economy is somewhat cloudy. Economic conditions, while buoyant 



currently, may possibly be tested in the coming days by the continued effects of tighter Fed policy. Asset values 
may also be challenged by higher rates. Bank of Hawaii remains well geared for potentially choppier waters. Our 
credit portfolio is the beneficiary of conservative underwriting standards not just of late, but over the course of 
many years. Our deposit base is a great source of strength, diversified, granular and long tenured. Our 
investment assets are both abundant, high quality and highly liquid.”  
 
 If you have any questions, please let us know. 
 
Sincerely, 
 
Ingrid R. Hendershot, CFA 
President 


