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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 35,089.74  1.3% -3.4% 

S&P 500 4,500.53               1.5% -5.6% 

NASDAQ 14,098.43  2.4% -9.9% 

 
 
Cheering the strong January jobs report, the Dow rose 1.3%, the S&P 500 gained 1.5% and the NASDAQ 
jumped 2.4% during the past week.  
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
New unemployment claims continued to trend lower to 238,000 for the week ended January 29 despite Omicron-
related disruptions.  Continuing claims for the week ended January 22 decreased to 1.628 million.  U.S. job 
openings rose to almost 11 million in December, nearing a record high. This is the seventh straight month that 
vacancies exceeded 10 million. 

 
The Labor Department’s January jobs report revealed that non-farm payrolls increased much more than 
expected at 467,000. The unemployment rate was 4.0%. Average hourly earnings, year-over-year, 
increased 5.7%. The labor force participation rate unexpectedly improved to 62.2%, which is a sign that more 
individuals were returning to the workforce. 
 
Fourth quarter nonfarm business sector labor productivity increased 6.6% with output increasing 9.2% and hours 
worked increasing 2.4%. Unit labor costs increased 0.3% as hourly compensation increased 6.9% versus the 
6.6% increase in productivity. The healthy increase in productivity helped keep unit labor costs in check, but this 
may not continue given the numerous companies reporting rising labor costs during the fourth quarter. 
 
The January ISM Manufacturing Index dipped to 57.6% but still marked the 20th straight month of expansion for 
the manufacturing sector, although at the slowest pace since September 2020 as the effects of the Omicron 
variant impacted production. Pricing pressures worsened in January as supply chain problems persisted.  
 
The ISM Non-Manufacturing Index for January decreased to 59.9% which also marks the 20th straight month of 
growth for the services sector, although at a slightly slower pace likely due to Omicron and supply-related 
pressures. 
 

Total construction spending increased 0.2% month-over-month in December which was the slowest pace of 
increase since July 2021. Total private construction increased 0.7% month-over-month while total public 
construction spending decreased 1.6%. On a year-over-year basis, total construction spending was up 9.0%. The 
strength is seen in new single-family home construction, which reflects the ongoing demand for new homes amid 
a scarcity of supply in the existing home market. 
 

 

 



HI-Quality Company News 

A summary of important earnings and/or capital allocation news announced during the past couple of weeks 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: 

 

 

Regeneron-REGN reported fourth quarter sales more than doubled to $5 billion with net income and EPS each 
up more than 90% to $2.2 billion and $19.69, respectively. These results included $2.3 billion in revenue 
attributable to REGEN-COV, the company’s antibody cocktail for COVID-19. Excluding those sales, revenues 
increased 17% for the quarter. For the full year 2021, revenues increased 89% to $16.1 billion with net income 
and EPS each up more than 130% to $8.1 billion and $71.97, respectively. Excluding REGEN-COV sales, 
revenues were still up a healthy 19% for the year thanks to impressive growth from core products, EYLEA and 
Dupixent. Regeneron generated a strong 43% return on shareholders’ equity in 2021. Free cash flow more than 
tripled to $6.5 billion during the year primarily due to the company’s collection of amounts due from the U.S. 
government in connection with REGN-COV sales. The company repurchased $1.5 billion of its common 
stock during the year and authorized a new $3 billion share repurchase program during the fourth 
quarter. Given the lack of efficacy of REGEN-COV against the Omicron variant, REGEN-COV is no longer 
authorized for use in the United States. Regeneron is working to develop next generation antibodies that will be 
active against Omicron and all other variants of concern. In addition, Regeneron has over 30 product candidates 
in clinical development. The company’s R&D engine is supported by the company’s strong balance sheet with 
more than $12.5 billion in cash as of year end to position the company for sustainable long-term growth. 

 

Roche Holdings-RHHBY reported 2021 sales increased 8% to CHF 62.8 billion with net income dipping 1% to 
CHF 14.9 billion and EPS declining 2% to CHF 16.20. Excluding one-time items, core EPS increased 3% to CHF 
19.81. By business segment, Pharmaceutical Division sales increased 3% to CHF 45.0 billion as rapid growth in 
prescriptions for new drugs, such as Hemlibra to treat hemophilia and cancer immunotherapy Tecentriq, offset a 
CHF 4.5 billion sales headwind from biosimilars. Exposure to biosimilar headwinds is decreasing sharply with 
CHF 2.5 billion expected for 2022. Diagnostic Division sales jumped a healthy 29% to CHF 17.8 billion on 
continued strong demand for rapid antigen tests as well as lab-processed PCR tests. Roche has benefited from 
the tight labor market for qualified lab personnel as its platforms are much more automated than competing 
platforms. During 2021, Roche generated a stellar 56.9% return on shareholders’ equity and CHF 17.3 
billion in free cash flow with the company paying dividends of CHF 8.1 billion. The company announced 
a 2% increase in the dividend to CHF 9.30 per share, marking the 35th year of consecutive dividend 
increases. Further, in December, Roche repurchased CHF 19 billion of its voting shares owned by Novartis. 
Roche ended the year with CHF 13.0 billion in cash and marketable securities, CHF 16.0 billion in long-term debt 
and CHF 24.5 billion in shareholders’ equity on its healthy balance sheet. In 2022, Roche expects sales to be flat 
to up low-single digits, core EPS up low-to-mid single-digits (including accretion of 4.4% from the share 
repurchase) and another dividend increase. Roche's pipeline remains robust with a record number of phase III 
study readouts expected in 2022.  

 

Fastenal-FAST reported January net sales increased 21% to $540.5 million with daily sales up 15% to $25.7 
million. Double-digit growth was seen in all geographies, end markets and product lines. Daily sales growth by 
end market was 21% for manufacturing and 13% for non-residential construction. Daily sales growth by product 
line was 21% for fasteners, 13% for safety and 11% for other products. 



 

Maximus-MMS reported first fiscal quarter revenue rose 22% to $1.2 billion, driven by acquisitions and growth 
from start up operations outside of the U.S., with net income and EPS each down 17% to $53.3 million and $.85, 
respectively. The company expected lower earnings in the first half of fiscal 2022 due to delays in core programs 
returning to pre-pandemic levels while COVID-19 response work declined. In addition, upfront losses for the start 
up of operations outside of the U.S. will continue to ramp in the second quarter and reach breakeven at the 
midpoint of fiscal 2022. During the first quarter, Maximus used free cash flow of $9.2 million as anticipated to 
meet working capital requirements. Year-to-date signed contract awards at December 31, 2021, totaled $454 
million and contracts pending (awarded but unsigned) totaled $1.16 billion. The sales pipeline as of 12/31/21 was 
$33.2 billion comprised of approximately $8.9 billion in proposals pending, $2.4 billion in proposals in preparation 
and $21.8 billion in opportunities tracking. Maximus increased its revenue guidance for fiscal year 2022 with 
revenue now expected to range between $4.5 billion and $4.7 billion with EPS expected in the range of 
$4.00-$4.30 and free cash flow expected in the range of $225 million to $275 million, representing a 5%-
6% free cash flow yield. 

 

Check Point Software-CHKP reported fourth quarter revenue rose 6% to $599 million with net income 
decreasing 4% to $260 million and EPS up 2% at $1.98. Subscription revenue increased 14% to $204 million. 
Check Point began 2022 with multiple new initiatives to help drive growth and continue to improve their security. 
Check Point expanded their CloudGuard offering with the acquisition of Spectral, the fifth cloud acquisition for the 
company. In addition, they expanded their Salesforce, new record-breaking appliance series for the datacenter- 
Quantum Lightspeed. For the full 2021 year, revenues rose 5% to $2.16 billion with net income down 4% to $816 
million and EPS up 2% to $6.08. Return on shareholders’ equity for the year was a strong 25%. Free cash flow 
increased 3% to $1.16 billion during the year with the company repurchasing 10.9 million shares of its common 
stock during the year for $1.3 billion or an average price of about $119 per share.  Check Point announced a $2 
billion expansion to the share repurchase program with an authorization to repurchase up to $325 million 
each quarter. Check Point ended the year with an outstanding balance sheet with nearly $3.8 billion of cash and 
investments, no long-term debt and shareholders’ equity of $3.2 billion. For fiscal 2022, revenues are expected to 
increase to a range of $2.2 billion to $2.3 billion with EPS expected in a range of $6.90 to $7.50. 

 

  

Meta Platforms-FB (formerly Facebook) reported fourth quarter revenues increased 20% to $33.7 billion with net 
income declining 8% to $10.3 billion and EPS off 5% to $3.57. In the fourth quarter, ad impressions delivered 
across the Meta’s Family of Apps increased 13% and the average price per ad increased by 6%.  Fourth quarter 
results were negatively impacted by increased litigation expenses. For the full year, Meta reported revenues 
increased 37% to a record $117.9 billion with net income jumping 35% to $39.4 billion and EPS increasing 36% 
to $13.77.  These results include a $10.1 billion loss from the company’s Reality Labs, which includes augmented 
and virtual related consumer hardware, software and content, as the company invests in the metaverse, the 
immersive Internet. Return on shareholders’ equity was a likable 31.5% for the year. For the full year, 
impressions increased by 10% and the average price per ad increased 24%.  Facebook daily active users 
increased 5% during the year to 1.93 billion while monthly active users increased 4% to 2.91 billion. Free cash 
flow increased 66% during the year to $39 billion after spending $19.2 billion on capital expenditures. Meta 
repurchased $44.5 billion of its stock during the year and has $38.8 billion authorized for future share 



repurchases. Meta ended the year with $48 billion in cash and investments, no long-term debt and $124.9 
billion in shareholders’ equity on its fortress balance sheet. Headcount increased 23% during the year to 
71,970. Meta expects first quarter revenue to be in the range of $27-$29 billion, representing 3%-11% growth. 
Growth is expected to be impacted by both slower impression and price growth. On the impression side, Meta 
expects continued headwinds from increased competition, such as TikTok, and a shift of engagement within the 
company’s apps towards video surfaces like Reels, which currently is monetizing at lower rates than Feed and 
Stories. On the pricing side, Meta will be lapping Apple’s iOS changes related to privacy which makes it harder 
for the company to target and measure advertising for customers especially small businesses. Meta expects this 
to be a $10 billion revenue headwind. In addition, small business customers are facing macroeconomic 
challenges due to inflationary pressures which are impacting their advertising budgets. Finally, foreign exchange 
headwinds will also impact growth. In 2022, Meta expects total expenses to increase to the $90-$95 billion range 
with capital expenditures expected in the range of $29-$34 billion, driven by investments in data centers, servers, 
network infrastructure and office facilities. Meta will change its stock ticker symbol from FB to META in the first 
half of 2022. 

 

Cognizant Technology Solutions-CTSH reported fourth quarter revenues increased 14% to $4.8 billion with net 
income and EPS increasing more than 80% to $576 million and $1.10, respectively. Excluding one-time items, 
EPS increased 64%. Digital revenue increased 20% and now represents 45% of total revenue. By business 
segment, Financial Resources increased 19% to $1.55 billion driven by improving demand in both banking and 
insurance, Healthcare increased 8% to $1.4 billion led by life sciences, Products & Resources increased 18% to 
$1.1 billion on strong demand from manufacturing, logistics, energy and utilities and Communications, Media and 
Technology increased 13% to $744 million on continued strong demand from technology. Bookings grew 22% 
year-over-year, resulting in full-year bookings of $23.1 billion, representing a book-to-bill of about 1.2x. During the 
fourth quarter, Cognizant generated $825 million in operating cash flow and $760 million in free cash flow. 
Cognizant also announced a 12% increase in its quarterly dividend to $0.27 per share. For 2021, 
Cognizant reported revenues of $18.5 billion, up 11% from 2020, with net income and EPS increasing more than 
50% to $2.1 billion and $4.05, respectively. During 2021 Cognizant generated a solid 17.8% return on 
shareholders’ equity and $2.2 billion in free cash flow with the company returning $1.3 billion to shareholders 
through dividends of $509 billion and share repurchases of $771 million. Cognizant ended the year with $2.7 
billion in cash, $626 million in long-term debt and $12 billion in shareholders’ equity on its pristine balance sheet. 
In 2022, management expects revenues in the range of $20.0 billion to $20.5 billion, up 8% to 11% from last 
year, with adjusted EPS in the range of $4.46 to $4.60, up 10% at the midpoint. 

 

Starbucks-SBUX reported first fiscal quarter sales increased 19% to $8.1 billion with net earnings increasing 
31% to $815.9 million and EPS up 30% to $0.69. Global comparable store sales increased 13%, driven by a 10% 
increase in comparable transactions and a 3% increase in average ticket. Americas comparable store sales 
increased 18%, primarily driven by a 12% increase in comparable transactions and a 6% increase in average 
ticket. International comparable store sales decreased 3%, driven by a 5% decline in average ticket, partially 
offset by a 2% increase in comparable transactions. The company opened 484 net new stores during the quarter 
and ended the quarter with a record 34,317 stores, of which 51% and 49% were company operated and licensed, 
respectively. Operating margins increased from 13.5% to 14.6% year-over-year, primarily driven by sales 
leverage from business recovery and the lapping of COVID-19 related costs in the prior year. During the 
quarter, Starbucks generated $1.45 billion in free cash flow and paid dividends of $576 million and 
repurchased $3.5 billion of its common stock. Starbucks ended the quarter with over $4 billion in cash and 
short-term investments and $13.5 billion in long-term debt. Starbucks is providing fiscal year 2022 guidance, 



expecting EPS to decline 4% to 6%, revenue in the range of $32.5 billion to $33 billion, global comparable store 
sales growth in the high single-digits and expects to open approximately 2,000 new stores.  

 

NVR, Inc.-NVR reported fourth quarter revenues decreased 5% to $2.2 billion with net income increasing 10% to 
$334.5 million and EPS up 16% to $89.09. New orders increased by 4% during the quarter to 5,685 units. The 
average sales price of new orders increased by 14% to $454,900. The cancellation rate in the fourth quarter was 
10% compared to 12% in the prior year period. Settlements decreased 16% during the quarter to 5,100 units. 
The backlog of homes sold but not settled as of December 31, 2021, increased on a unit basis by 10% to 
12,730 units and increased on a dollar basis by 26% to $5.78 billion year-over-year. Mortgage loan closings 
decreased 11% to $1.48 billion during the quarter. For the full year, revenues rose 19% to $8.97 billion, with net 
income increasing 37% to $1.24 billion and EPS up 39% to $320.48. Return on shareholders’ equity was a strong 
41% in fiscal 2021. During the year, the company repurchased 322 million shares for an average price of $4,776 
per share and ended the year with $2.5 billion in cash, $1.5 billion in long-term debt and $3 billion in 
shareholders’ equity on its sturdy balance sheet. 

 

Alphabet-GOOGL reported fourth quarter revenues clicked ahead 32% to $75.3 billion with net income up 37% 
to $20.6 billion and EPS up 38% to $30.69.  Google advertising revenues increased 33% to $61.2 billion, 
propelled by a 36% increase in Google Search to $43.3 billion, a 25% increase in YouTube ads to $8.6 billion 
and a 26% increase in Google Network to $9.3 billion. Total TAC (traffic acquisition costs) increased 28% to 
$13.4 billion and represented 21.9% of advertising revenue, down 80 basis points from last year. Google 
Services operating income increased 36% to $26 billion. Google Cloud revenue increased 45% to $5.5 billion 
and generated a $890 million loss as the company continues to invest heavily in people and its cloud 
infrastructure.  For the year, Alphabet reported revenues of $257.6 billion, up 41% from 2020, with net income of 
$76.0 billion, up 89%, and EPS of $112.20, up 91%. During 2021, Alphabet generated operating cash flow of 
$91.7 billion and free cash flow of $67.0 billion with the company returning $50 billion to shareholders 
through share repurchases. Alphabet ended the quarter with nearly $140 billion in cash, $14.8 billion in long-
term debt and $251.6 billion in shareholders’ equity on its pristine balance sheet. The company announced a 
20 for 1 stock split.. If approved by shareholders, the shares will be distributed on July 15, 2022. 

 

UPS-UPS delivered excellent fourth quarter results with revenues increasing 11.5% to $27.8 billion and adjusted 
net income and EPS increasing more than 35% to $3.2 billion and $3.59, respectively. Fourth quarter revenues 
were fueled by an 11% increase in average revenue per piece, driven by the company’s shift to its “better not 
bigger” strategy focusing on serving its more profitable small-to-medium business (SMBs) customers, who now 
account for 26.8% of total U.S. volume, just shy of the 30% 2023 target. UPS maintains a “great relationship” with 
Amazon which accounted for 11.7% of total 2021 revenue compared with 11.6% in 2019. For the year, UPS 
reported a 15% increase in revenues to $97.3 billion with adjusted net income and EPS increasing more than 
47% to $10.7 billion and $12.13, respectively. Operating margin increased 320 basis points to 13.5%, the highest 
in 14 years, while return on invested capital expanded 910 basis points to 30.8%. During 2021, UPS generated 
$15.0 billion in operating cash flow and $10.8 billion in free cash flow with the company returning $3.9 billion to 
shareholders through dividend payments of $3.4 billion and share repurchases of $500 million. After paying down 
$2.8 billion of its long-term debt, UPS ended the year with $10.6 billion in cash, $19.8 billion in long-term debt 



and $14.3 billion in shareholders’ equity. UPS announced a historic 49% increase in the quarterly dividend 
to $1.52, moving toward its goal of returning 50% of adjusted EPS to shareholders through dividend 
payments. Despite continued challenges from inflation, labor shortages, supply chain constraints and COVID, 
UPS expects to meet its 2023 financial targets in 2022. UPS expects to deliver $102 billion in 2022 revenues with 
operating margins of 13.7% and return on invested capital exceeding 30%. The company will invest about 5.4% 
of revenue in capital expenditures with 60% targeted for growth projects and 40% for maintenance of its existing 
infrastructure. UPS expects to return $5.2 billion to shareholders through dividend payments in 2022 and at least 
$1 billion through share repurchases. 

***** 

Despite Meta’s meltdown, with the stock plummeting more than 25% during the past week, most of our HI-quality 
companies reported positive news. Let’s first focus on Meta (formerly known as Facebook). By any measure, 
Meta’s financial strength is extraordinary. The company increased sales and earnings by more than 30% in 2021 
and generated a whopping $39 billion in free cash flow, a 66% gain over the prior year. Meta ended the year with 
$48 billion in cash and investments, no long-term debt and $124.9 billion in shareholders’ equity on its fortress 
balance sheet. So, what went wrong? A disappointing first quarter outlook as Facebook announced that first 
quarter revenue growth would likely only be between 3% and 11%. A variety of factors were provided for the 
slowdown in growth including increased competition, data tracking changes, macroeconomic factors and foreign 
exchange impacts. At the same time, Meta is facing litigation and regulatory costs and is investing heavily in the 
metaverse, the immersive virtual reality Internet.  Mr. Market does not “like” slowing revenues and rising 
expenses, so he unfriended the company quickly. While we will closely monitor Meta’s future business 
fundamentals, the stock’s “25%-off sale” makes Meta appear undervalued even after factoring in slowing growth.  
 
Alphabet (formerly known as Google) also announced remarkable financial results in 2021 with impressive 
41% revenue growth and 89% earnings growth for the year while generating an enormous $67 billion in free cash 
flow. Alphabet ended the year with nearly $140 billion in cash, $14.8 billion in long-term debt and $251.6 billion in 
shareholders’ equity on its pristine balance sheet. The company announced a 20 for 1 stock split to be distributed 
in July. While a stock split does not change the underlying value of a business, Mr. Market loves stock splits and 
usually applauds loudly as he did with Alphabet’s announcement.  
 
Other shareholder-friendly news during the past week came from UPS announcing it was increasing its dividend 
a historic 49%, Cognizant increasing its dividend 12% and Roche increasing its dividend for the 35th consecutive 
year.  Thanks to strong cash flows, Check Point Software and Regeneron expanded their share repurchase 
programs by $2 billion and $3 billion, respectively. 
 
As a sidenote, the popular big tech stocks seem to be increasingly changing their names. To help you keep up 
with the changing acronyms, just know that the infamous FANG stocks (Facebook, Apple, Netflix and Google) 
have now been replaced with MAMA (Meta, Apple, Microsoft and Alphabet). As seen with Meta this week, a 
spooked Mr. Market may quickly run away from MAMA’s FANGS! 
 
 
If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


