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MARKET INDEX CLOSE 
8-21-20 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 27,930.33 0.0% -2.1% 

S&P 500 3,397.16 +0.7% +5.1% 

NASDAQ 11,311.80 +2.7% +25.5% 

 
At more than 1.1 million, last week’s total for new unemployment claims reflected another wave of individuals 
filing for unemployment insurance as the coronavirus pandemic continued to disrupt businesses large and small 
across the country. Since the week ended March 20, about 57.4 million Americans have now filed new 
unemployment insurance claims. 

The Philadelphia Fed Index for August, meanwhile, came in at 17.2, down from 24.1 in July. A number above 
zero is indicative of expansion, but the August number implies a slowdown in the pace of manufacturing activity 
for the Philadelphia Fed region. 
 
The NAHB Housing Market Index for August hit an all-time high at 78. Both housing starts and building permits 
for July were well above estimates, which helps explain why homebuilder confidence in August was at an all-time 
high. Total housing starts surged 22.6% in July to a seasonally adjusted annual rate of 1.496 million units. 
Building permits soared 18.8% to 1.495 million. Multi-unit starts and permits drove the positive surprises, yet the 
key takeaway is that there was also strength in single unit starts, which is a reflection of strong housing demand. 

Last week, the Dow was relatively unchanged, the S&P 500 gained 0.7% and the NASDAQ jumped 2.7%.  

HI-Quality Company News 

 

 

Ross Stores-ROST reported second quarter sales slumped 33% to $2.7 billion with net earnings and EPS falling 95% 
to $22 million and $0.06, respectively. Both sales and earnings reflect the COVID-19 related closures of all Ross Dress 
for Less® and dd’s DISCOUNTS ® locations that began on March 20th and continued through a portion of the second 
quarter. The company began a phased process of reopening its stores on May 14th, with most of its retail locations 
open and operating by the end of June. COVID flareups in Florida, California, Texas and Arizona, where 50% of Ross 
stores are located, continue to have a negative impact on Ross. Comparable store sales were down 12% for reopened 
stores from the date of reopening to the end of the fiscal quarter. Comparable stores sales during the quarter were 
impacted by a number of factors. During the initial re-openings, sales were ahead of management’s conservative plans 
as Ross Stores benefitted from pent-up demand and aggressive markdowns to clear aged inventory. In the weeks 
thereafter, trends were negatively impacted from depleted store inventory levels while management ramped up buying 
and distribution capabilities.  Second quarter 2020 results include a $174 million or $0.19 per share benefit related to 
the partial reversal of the inventory valuation reserve from the first quarter and $65 million in COVID-related costs. 
During the first half of the year, Ross generated negative free cash flow of $78 million. As previously announced, the 
company has suspended its dividend and share repurchases. Before shareholder distributions will resume, 



management requires greater visibility on future sales and the sustainability of those sales. Ross Stores ended the 
quarter with $4.3 billion in liquidity, including $3.8 billion in cash and $500 million in an untapped line of credit, $2.3 
billion in long-term debt and $2.9 billion in shareholders’ equity. While management suspended guidance due to all the 
uncertainty, it expects third quarter comp store sales to decline in the mid-single digits. 

 

The TJX Companies-TJX reported second quarter sales declined 32% to $6.7 billion with the company reporting a 
loss of $214 million or ($.18) per share. These results were negatively impacted by the temporary closure of its stores 
for nearly one-third of the quarter due to the impact of the COVID-19 global pandemic. By the end of the quarter, the 
company had reopened more than 4,500 stores worldwide. Customer response to the reopening of stores was well 
beyond management’s expectations. Both the top and bottom line well exceeded internal plans. The merchandise 
margin was excellent thanks to few markdowns. Especially strong sales were seen in the HomeGoods and 
Homesense stores with HomeGoods comparable sales up a stellar 20%. Apparel sales were stronger in the casual 
and comfortable apparel women wear around the home compared to dressy and career wear which was weak as 
people continue to work remotely. Pent up demand led to very strong initial sales across all retail stores and countries 
upon reopening. Traffic and sales moderated later in the second quarter and into the third quarter. The company 
expects third quarter comparable store sales to decline 10% to 20%. This was due to slower back-to-school sales, 
COVID-19 factors and lighter inventories in stores. The company ended the quarter in a strong liquidity position with 
$6.6 billion of cash. During the second quarter, the company generated $3.4 billion of operating cash flow and paid off 
the $1 billion it drew down from its revolving credit facilities. The company has $1.5 billion of borrowing capacity. The 
company is in a strong financial position but will continue to be prudent due to the current uncertain environment. As a 
result, the company does not plan to resume share repurchases this year or pay a dividend in the third quarter, 
although management remains committed to paying a dividend over the long term. Capital expenditures for the full 
year are expected in the range of $600 million to $800 million as the company invests for the future. Management is 
confident TJX will gain significant market share as the economy normalizes and that the company will emerge from the 
crisis stronger than ever. 

 

Johnson & Johnson-JNJ announced it has entered into a definitive agreement to acquire Momenta Pharmaceuticals, 
Inc., a company that discovers and develops novel therapies for immune-mediated diseases, in an all cash transaction 
for approximately $6.5 billion. The transaction is expected to close in the second half of 2020. While the closing of the 
transaction is expected to be modestly dilutive, JNJ is maintaining its current 2020 Adjusted EPS  guidance range. 
Looking ahead, the costs associated with the development of Momenta's portfolio are expected to result in an 
incremental investment in R&D and have an EPS impact worth approximately $0.10-$0.15 in 2021. 

 

**** 

Next week, we will be sending out the September newsletter in lieu of the Weekly Update.  If you have any 
questions, please let us know. 

Sincerely, 
 

Ingrid R. Hendershot 
 

Ingrid R. Hendershot, CFA 
President 


