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MARKET INDEX CLOSE 
10-15-21 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 35,294.76  +1.6% +15.3% 

S&P 500 4,471.37              +1.8% +19.0% 

NASDAQ 14,897.34  +2.2% +15.6% 
. 

 
Initial unemployment claims for the week ended October 9 declined to 293,000, which is the first drop below 
300,000 since the pandemic began. Continuing claims for the week ended October 2 declined to 2.593 million, 
which was a pandemic-era low. Demand for workers has far outpaced supply, and job openings were at a near-
record high of more than 10.4 million in August.   

Total CPI in September was up 0.4% month-over-month and core CPI, which excludes food and energy, was up 
0.2%. Year-over-year, total CPI was up 5.4% in September and core CPI held steady at a lofty 4.0%. 
 
The Producer Price Index for September was a bit softer than expected. The index for final demand increased 
0.5% month-over-month and the index for final demand, less foods and energy, increased 0.2%. On a year-over-
year basis, the index for final demand was up 8.6%. That is the largest advance since the 12-month data were 
first calculated in November 2010. The index for final demand, less foods and energy, was up 6.8%. However, 
the 10-year U.S. Treasury Note yield declined  two basis points during the past week to end the week at 1.58%, 
which may indicate that Mr. Market is sniffing peak inflation.   
 
Total retail sales in September were up 0.7% month-over-month following an upwardly revised 0.9% increase in 
August. Excluding autos, retail sales jumped 0.8% month-over-month. Given the current inflation environment, 
it's worth noting that retail sales are adjusted for seasonal factors, but not for price changes. In other words, the 
jump in sales was likely aided by inflation. The broad-based sales increases reflect a rebound from some of the 
Delta-related restraint shown in August and presumably price increases that are a byproduct of supply chain 
constraints and higher transportation costs. 
 
The preliminary October University of Michigan Index of Consumer Sentiment dropped to 71.4 from the final 
reading of 72.8 for September, leaving it near the lows that were registered last year following the shutdown of 
the economy to combat the spread of COVID. Confidence in economic policies is fading regardless of political 
affiliation, as well as across all age, income, and education subgroups. 
 
During the past week, Mr. Market cheered the improving economy and higher third quarter earnings with the Dow 
gaining 1.6%, the S&P 500 rising 1.8% and the NASDAQ jumping 2.2% in the biggest weekly gains since June.  

 

HI-Quality Company News 

 

Walgreens Boots Alliance-WBA reported fourth quarter revenues rose 13% to $34.3 billion with net earnings 
from continuing operations increasing 6% to $358 million and EPS up 5% to $.41. For the full fiscal 2021 year, 



revenues rose 9% to $132.5 billion with earnings from continuing operations and EPS up significantly to $2.0 
billion and $2.30, respectively. Return on shareholders’ equity for the year was 8.4%. The fourth quarter results 
exceeded expectations across business segments, reflecting strong operational performance. Comparable U.S. 
pharmacy and retail sales both saw robust growth and recovery continued in the UK business as COVID-19 
restrictions eased in the quarter. Walgreens surpassed its COVID-19 vaccination goal, providing 13.5 million 
vaccinations in the quarter and 34.6 million in fiscal 2021. The company’s Transformational Cost Management 
Program delivered more than $2 billion in annual cost savings by fiscal 2021, a year ahead of schedule. As a 
result, Walgreens is raising its saving goal to $3.3 billion by fiscal 2024. Free cash flow increased 2% during the 
year to $4.2 billion with the company paying $1.6 billion in dividends. In line with the company’s long-term capital 
policy to maintain a strong balance sheet and financial flexibility, Walgreens reduced its leverage by paying down 
about $6.5 billion in debt during the year. Walgreens Boots Alliance announced its new consumer-centric 
healthcare strategy to drive sustainable, long-term profitable growth. The plan features the launch of Walgreens 
Health, a new business segment enabled by investments in VillageMD and CareCentrix, accelerating the 
company's capabilities in primary care, post-acute care, and home care. WBA announced that the company 
has agreed to make an additional $5.2 billion investment in VillageMD. The investment increases WBA's 
ownership stake in VillageMD to 63% from 30%. WBA has also agreed to purchase a majority investment in 
CareCentrix to support the company's new healthcare strategy, expanding reach into the growing home care 
sector for Walgreens. The investment provides a new platform to coordinate home care for patients transitioning 
from hospital to home for health plans, patients, and providers, while further integrating Walgreens’ pharmacies 
into a patient's journey. The investment of $330 million gives WBA about 55% ownership of CareCentrix with an 
option to acquire the remaining equity interests in the future. The company's new Walgreens Health segment will 
be in investment mode, which should drive significant future revenue and adjusted operating income growth. 
However, for fiscal 2022, the company anticipates flat adjusted EPS as core growth of 4% is expected to be 
offset by investments in Walgreens Health. WBA also confirmed that over the next three years, it expects annual 
adjusted EPS core growth of around 4%, with flat growth in fiscal 2022 and acceleration each year thereafter, as 
Walgreens Health generates increasing returns. Beyond fiscal 2024, the company's long-term growth algorithm 
leads to adjusted EPS growth of 11-13%, as the faster growing and higher margin Walgreens Health achieves 

scale.  

 

UnitedHealth Group-UNH reported third quarter revenues rose 11% to $72.3 billion with net income and EPS 
each jumping 29% to $4.1 billion and $4.28, respectively. The strong revenue growth during the quarter included 
double-digit growth at both Optum and UnitedHealthcare. Cash flows from operations in the third quarter were 
$7.6 billion- or 1.8-times net income. Free cash flow increased a healthy 19% during the first nine months to 
$17.3 billion. The company returned $1.4 billion to shareholders in the third quarter via dividends, an increase of 
16% in the annual dividend rate from the year ago quarter. In addition, the company repurchased 2.5 million 
shares for $1.1 billion and ended the quarter with a strong balance sheet. Return on equity of 23.5% during the 
quarter reflected the company’s strong overall operating performance and efficient capital structure. Management 
raised their full year 2021 EPS outlook to a range of $17.70 to $17.95. 

 

Fastenal-FAST reported third quarter sales increased 10% to $1.5 billion with earnings increasing 9.9% to $244 
million and EPS increasing 9.7% to $0.42, approximately. Third quarter sales growth was driven by 
underlying demand for manufacturing and construction equipment and supplies. Despite the strong 
growth, Fastenal continues to experience pressure related to material and transportation cost inflation. The 
company will continue to act as necessary to mitigate the impact of inflation for the fourth quarter of 2021. Safety 
products sales decreased year-over-year as the current increase in infections and hospitalizations is significantly 
reduced from what was experienced in the year earlier period. However, sales trends, signings and activity levels 
for Fastenal’s growth drivers all gradually improved sequentially during the quarter. Fastenal generated $506.7 
million in free cash flow during the first nine months, decreasing 24% from last year, due to an increased need for 
working capital to support customer growth as business activity improves. During the first nine months, the 
company returned $482.6 million to shareholders through dividend payments. Fastenal ended the quarter with 



$250.5 million in cash, $330 million in long-term debt and nearly $3 billion in shareholders’ equity on its strong 
balance sheet. 

 

Roche-RHHBY announced that the US Food and Drug Administration (FDA) has approved Tecentriq® 
(atezolizumab) as adjuvant treatment, following surgery and platinum-based chemotherapy, for adults with Stage 
II-IIIA non-small cell lung cancer (NSCLC). “Tecentriq is now the first and only cancer immunotherapy available 
for adjuvant treatment of NSCLC, introducing a new era where people diagnosed with early lung cancer may 
have the opportunity to receive immunotherapy to increase their chances for cure,” said Levi Garraway, M.D., 
Ph.D., Roche’s Chief Medical Officer and Head of Global Product Development. “Today’s landmark approval 
gives physicians and patients a new way to treat early lung cancer that has the potential to significantly reduce 
risk of cancer recurrence, after more than a decade with limited treatment advances in this setting.” 

***** 

As third quarter earnings season begins in earnest, we will be carefully listening to the leaders of our high-quality 
companies as they discuss recent financial results along with their outlook for the balance of the year and into 
2022. During this past week, Walgreens new CEO, Rosalind Brewer, laid out her strategy to move Walgreens 
into a higher-margin health business with strategic acquisitions that should lead to healthy double-digit earnings 
growth beyond 2024. UnitedHealth posted robust double-digit growth in sales, earnings, and free cash flow 
during the third quarter which enabled the company to raise the earnings outlook for the full year. Fastenal 
reported double-digit sales and earnings growth in the third quarter, driven by solid demand for manufacturing 
and construction equipment and supplies.  We expect many more of our high-quality businesses will be reporting 
strong financial results in the weeks ahead. Stay tuned! 

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

Ingrid R. Hendershot 
President 


