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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,429.88               0.2% -5.3% 

S&P 500   4,071.70              +1.1% -14.6% 

NASDAQ 11,461.50              +2.1% -26.7% 

 
 

U.S. stocks rose for a second week in a row with the Dow up 0.2%, the S&P 500 gaining 1.1% and NASDAQ 
increasing 2.1% as the Fed signaled that interest rate hikes may moderate as soon as December.      

Economic Releases 

A summary of economic releases during the past week which may impact the financial markets: 
 
On the employment front, first-time claims for state unemployment benefits—a proxy for layoffs—decreased by 
16,000 to 225,000 for the week ended November 26 while continuing claims—a proxy for the number of people 
with ongoing unemployment benefits—rose to 1.608 million, up 57,000 from the previous week. 

The U.S. economy added 263,000 new jobs in November, which was more than the 200,000 new jobs 
economists had expected.  The unemployment rate was unchanged at 3.7% in November, near a 50-year low. 
Wage growth accelerated over the past year to 5.1%. While the November report was good news for American 
workers, the tight labor market signaled the Federal Reserve may still have a long way to go with its interest rate 
hikes before inflation is cooled.  
 
Personal income increased 0.7% month-over-month in October while personal spending jumped 0.8%. The PCE 
Price Index was up 0.3% month-over-month and the core-PCE Price Index, which excludes food and energy, 
increased 0.2%.  On a year-over-year basis, the PCE Price Index was up 6.0% versus 6.3% in September, and 
the core-PCE Price Index was up 5.0% versus 5.2% in September, signaling a slight improvement in the inflation 
readings.  

 
The second estimate for Q3 GDP was revised up to 2.9% from the initial estimate of 2.6%. The GDP Price 
Deflator was also revised up to 4.3% from the initial estimate of 4.1%, showing that growth was better than 
expected and inflation was higher than first thought. 
 
The November ISM Manufacturing Index dropped to 49.0% from 50.2% in October. The dividing line between 
expansion and contraction is 50.0%, so the reading for November reflects a contraction in manufacturing activity. 
The ISM for November hit its lowest level since May 2020, breaking a string of 29 months of expansion. The 
cumulative effect of global rate hikes is impacting demand while at the same time curtailing inflation pressures as 
intended. 
 
Total construction spending decreased 0.3% month-over-month in October.  Total private construction declined 
0.5% month-over-month while total public construction spending increased 0.6%. On a year-over-year basis, total 
construction spending was up 9.2%. Private construction spending was weak on the residential and 



nonresidential side of things. Rising interest rates are making construction projects more expensive to finance at 
a time when broader economic activity is slowing.  
 
The Conference Board's Consumer Confidence Index fell to 100.2 in November from a downwardly revised 
102.2 in October. In the same period a year ago, the Consumer Confidence Index stood at 111.9. Inflation and 
interest rate hikes continue to adversely impact consumer confidence. Intentions to buy homes, autos, and big-
ticket appliances have all cooled as expectations of the likelihood of a recession remain elevated among 
consumers.  

 
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: 
 

 

Hormel Foods-HRL reported fourth quarter sales declined 5% to $3.3 billion with net earnings down 1% to 
$281.7 million with EPS remaining flat at $.51. Net sales decreased due to reduced commodity sales and the 
impact from an additional week of sales last year. EPS was comparable with record results last year, driven by 
excellent growth in the Jennie-O Turkey Store segment. Gross profit margin improved during the quarter and full-
year, driven by Jennie-O Turkey Store and strategic pricing actions.  For the full fiscal 2022-year, revenue rose 
9% to $12.5 billion with earnings and EPS increasing 10% to $999.9 million and $1.82, respectively. Return on 
equity for the year was 12.8%. Free cash flow increased 11% during the year to $857 million with the 
company paying $557.8 million in dividends. Hormel recently increased its dividend 6% to an annual 
dividend of $1.10. Hormel has increased the dividend 57 consecutive years and has paid a dividend for 
94 years without interruption, compounding 12% over the last 10 years. Management is expecting the 
volatile, complex, and high-cost environment to continue in fiscal 2023. However, management believes higher 
levels of brand investment, increased production capacity and initial GoFWD actions will drive top-line growth 
next year. In fiscal 2023, Hormel expects net sales in the range of $12.6 billion to $12.9 billion, representing 1% 
to 3% growth with EPS expected in the range of $1.83 to $1.93, representing 1% to 6% growth. In addition, 
Hormel expects capital expenditures to increase 25% to $350 million, which includes a recently approved 
investment to support growth in China. 

 

Maximus-MMS reported fourth quarter revenues rose 6% to $1.2 billion with net income increasing 33% 
to $69 million and EPS up 36% to $1.13. For the full fiscal year, revenues increased 9% to $4.6 billion with net 
income and EPS down 30% to $203.8 million and $3.29, respectively.  Adjusting for COVID-19 response work, 
normalized organic growth was approximately 18% over the prior year and driven by contributions from all three 
business segments. Signed contract awards during the year totaled a record $10.5 billion with contracts 
pending (awarded but unsigned) of $800 million. These awards include the previously announced Centers for 
Medicare & Medicaid Services Contract for contact Center Operations valued at $6.6 billion. The sales pipeline 
as of 9/30/22 was $30.7 billion (comprised of $3.4 billion in proposals pending, $3.1 billion in proposals in 
preparation and $24.2 billion in opportunities tracking). During fiscal 2022, Maximus generated a 13% return on 
shareholders’ equity and free cash flow of $234 million, down 51% compared to the prior year which benefited 
from short-term COVID-19 response work. During the year, the company paid $68.8 million in dividends and 
repurchased $96 million of its common stock.  For fiscal 2023, Maximus expects revenues in the range of $4.75 
billion to $4.9 billion and adjusted EPS in the range of $3.70-$4.00. In addition, Maximus expects free cash flow 
to range between $225 million and $275 million. 



 

PulteGroup-PHM announced that its Board of Directors voted to approve a 7% increase in the Company’s 
quarterly cash dividend to $0.16 per common share. "We are pleased to announce that for the fifth year in a 
row, PulteGroup’s Board has approved an increase in the Company’s dividend," said PulteGroup President 
and CEO Ryan Marshall. "This action demonstrates our ongoing commitment to returning funds to our 
shareholders through dividends and share repurchase." 

 

UnitedHealth Group-UNH announced revenues for 2022 are now expected to be approximately $324 billion. 
Net earnings are expected to be $20.85 to $21.05 per share and adjusted net earnings of $21.85 to $22.05 per 
share.  Adjusted net earnings only excludes the after-tax non-cash amortization expense pertaining to 
acquisition-related intangible assets. UnitedHealth Group also introduced its 2023 outlook which includes 
revenues of $357 billion to $360 billion, net earnings of $23.15 to $23.65 per share, and adjusted net 
earnings of $24.40 to $24.90 per share. Cash flows from operations are expected to range from $27 billion 
to $28 billion. 

*** 

As we approach the new year, there will be all kinds of forecasts on what the markets will do in 2023. This annual 
ritual of forecasting the market rarely provides reliable results. In Howard Marks’ latest memo, “What Really 
Matters,” he offers this sage advice that we agree with: 

“I think most people would be more successful if they focused less on the short run or macro trends and instead 
worked hard to gain superior insight concerning the outlook for fundamentals over multi-year periods in the 
future.  

They should: 

 • study companies and securities, assessing things such as their earnings potential;  

• buy the ones that can be purchased at attractive prices relative to their potential;  

• hold onto them as long as the company’s earnings outlook and the attractiveness of the price remain intact; and 

 • make changes only when those things can’t be reconfirmed, or when something better comes along.” 

https://www.oaktreecapital.com/docs/default-source/memos/what-really-matters.pdf 

If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 
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