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WEEKLY UPDATE 

Our heartfelt thoughts go out to all of those who have been impacted by this global health crisis.  

Economic and Market Performance 

Early last week, the West Texas Intermediate oil contracts expiring in May plummeted below zero to a mind-

boggling negative $37.63 per barrel. The negative futures contract price indicated that producers were paying 

someone to take their oil amid acute storage constraints and the collapse in oil demand due to the abrupt halt in 

economic activity with airplanes and automobiles idled by the pandemic.  By the end of the week, oil prices had 

recovered to $16.94 a barrel although the price of oil suffered its largest one-week decline ever, down 32%.  

U.S. durable goods orders fell 14.4% in March, mostly because of a steep falloff in sales of big-ticket items such 
as cars and trucks as the pandemic swept across the country. This marked the second biggest decline in orders 
since the government began keeping track in the early 1990s.  

For the week ending April 18, another 4.427 million Americans filed for unemployment benefits. Over the past 
five weeks, more than 26 million Americans have filed unemployment insurance claims. 

During the past week, the Dow lost 1.9% to 23,775. The S&P 500 fell 1.3% and the Nasdaq dipped 0.2%, 
snapping a two-week winning streak for the indexes. A new $484 billion stimulus package was passed that will 
provide additional aid to small businesses, hospitals and additional funding for testing in the fight against COVID-
19. The U.S. Food and Drug Administration announced it has authorized the first at-home diagnostic test that 
allows individuals to collect and mail their samples to a laboratory.  

Bill Gates on the Pandemic 

The number of new daily coronavirus cases diagnosed both in the U.S. and globally has flattened. In the U.S., 
16 states unveiled plans to lift coronavirus restrictions and gradually reopen the economy. However, as Bill Gates 
said, “It is impossible to overstate the pain that people are feeling now and will continue to feel for years to come.  
No one who lives through Pandemic 1 will ever forget it.”  

Gates added, "During World War II, an amazing amount of innovation, including radar, reliable torpedoes, and 
code-breaking, helped end the war faster. This will be the same with the pandemic." He said, "I break the 
innovation into five categories: treatments, vaccines, testing, contact tracing and policies for opening up. Without 
some advances in each of these areas, we cannot return to business as usual or stop the virus. Short of a miracle 
treatment, which we can’t count on, the only way to return the world to where it was before COVID-19 showed 
up is a highly effective vaccine that prevents the disease. Unfortunately, the typical development time for a 
vaccine against a new disease is over five years.” Gates sees a faster turnaround this time given the level of 
global coordination. Gates stated, “Like America’s top public health officials, I say that it is likely to be 18 months, 
even though it could be as short as nine months or closer to two years.” 

Gates said, “The good news is we can look forward to a “semi-normal” world over the next two months. People 
can go out, but not as often, and not to crowded places. Picture restaurants that only seat people at every other 
table and airplanes where every middle seat is empty.” He said he believes schools will reopen, but stadiums 
won’t. Gates noted, “The basic principal should be to allow activities that have a large benefit to the economy or 
human welfare but pose a small risk of infection. The bulk of the story will be what happens next. Even if 
governments lift shelter-in-place orders and businesses reopen their doors, humans have a natural aversion to 
exposing themselves to disease. Airports won’t have large crowds. Sports will be played in basically empty 
stadiums. And the world economy will be depressed because demand will stay low.” He said life will only return 
to normal when most of the population is vaccinated, and that could take awhile, though he hopes that one will 
be in mass production by the second half of 2021. “If that’s the case, it will be a history-making achievement: the 
fastest humankind has ever gone from recognizing a new disease to immunizing against it,” Gates wrote. For 
Bill Gates’ full comments, see https://www.gatesnotes.com/Health/Pandemic-Innovation. 

https://www.gatesnotes.com/Health/Pandemic-Innovation


HI-Quality News 

We post HI-quality company news and summaries of quarterly conference calls on our website. Here are 
highlights from the past week: 

For more than 120 years, Bank of Hawaii has served its island communities and has always placed a premium 
on conservatism. Bank of Hawaii has a seasoned management team, exceptional liquidity, a conservative loan 
portfolio plus strong market and capital positions. While Bank of Hawaii has temporarily suspended its share 
buyback program, the bank did declare its regular quarterly dividend of $.67 per share payable on June 12, 2020. 
The bank has a long and unbroken history of dividend payments over more than three decades. Bank of Hawaii 
was one of the few banks to maintain its dividend even during the Great Financial Recession in 2008-2009. The 
dividend currently yields an attractive 4.7%. 

Virginia’s Center for Innovative Technology partnered with UPS’s drone delivery subsidiary in tests designed to 
determine how unmanned aerial systems can assist medical professionals in their fight to stop the spread of the 
coronavirus. Drones could add safety, speed, predictability and efficiency to healthcare logistics. 

Facebook announced a $5.7 billion investment, or 9.9% stake, in Jio Platforms Limited. This investment 
underscores Facebook’s commitment to India.  In less than four years, Jio has brought more than 388 million 
people online, fueling the creation of innovative new enterprises and connecting people in new ways.   

Biogen generated approximately $1.5 billion in net cash flow from operations during the first quarter. During 

the quarter, the company repurchased approximately 7.3 million shares of its common stock for about $2.2 

billion or an average cost of $303 per share.  The magnitude and uncertainty surrounding the pandemic clearly 

introduces unanticipated and potentially unquantifiable risks to their business and results over the near term. 

However, Biogen continues to develop and expand their robust pipeline with multiple long-term opportunities 

for potential treatments for Alzheimer’s, ALS, stroke, Lupus and ophthalmology. 

Tractor Supply reported solid first quarter results with sales up 8% to $2.0 billion and EPS sprouting 13% 

higher to $.71. These results underscore Tractor Supply as an essential, needs-based retailer for the rural 

community.  All geographic regions of the company experienced positive comparable stores sales growth with 

solid demand for livestock feed, pet food, fuel and spring seasonal categories.  Free cash flow increased 

substantially during the quarter to $54.3 million thanks to a strong and resilient business model. During the 

quarter, the company repurchased 2.9 million shares of its common stock for $263.2 million at an average 

price of $90.76 per share and paid dividends of $40.8 million. While the company has suspended its share 

repurchase program, it does not plan to suspend or reduce its dividend. With a record number of new 

customers, a strong business model and financial flexibility, management is confident they will emerge from 

the crisis stronger than ever. 

Gentex reported first quarter revenues declined 3% to $453.8 million with EPS down 10% to $.36. The impact 

of COVID-19 created shutdowns in the global automotive industry resulted in a 24% reduction in light vehicle 

production volumes worldwide during the past quarter. China was the first country to see a hard stop in 

production due to the pandemic, but auto production has now restarted with auto demand in China spiking, 

although it is yet to be determined how sustainable the demand will remain. South Korea did not shut down 

production much, but by mid-March, the European and North American auto production environment was 

brought to a grinding halt. Gentex expects auto production in Europe and North America will restart slowly 

beginning in mid-May. Gentex maintains a strong balance sheet with no long-term debt and $587 million in 

cash and investments as of quarter end. Gentex increased their dividend 4% during the quarter, marking the 

10th consecutive year of dividend increases. In addition, the company repurchased 7 million shares of its 

common stock at an average price of $25.48 per share with 13 million shares remaining authorized for future 

share repurchases.   Due to the pandemic, Gentex now expects light vehicle production to decline 20% in 2020 

with the company’s sales expected to decline 10%-15% to a range of $1.58 billion to $1.67 billion.  Thanks to a 

lean organizational structure, management expects to respond quickly to and manage through this new 

business environment with the opportunity to become more efficient over the long term. 



**** 

As our HI-quality companies demonstrate, strong balance sheets, credit quality and liquidity are paramount in 
the current environment. While we are not expecting a quick resolution to the current crisis, Bank of Hawaii, 
Tractor Supply and Gentex all had the financial strength to maintain and/or increase their dividends during this 
tumultuous time. Biogen generated strong operating cash flows and continues to develop their robust product 
pipeline.  Facebook’s fortress balance sheet enabled them to announce a $5.7 billion acquisition during the past 
week to gain market share in India, an important global market for the future. The operating environment for 
these businesses could certainly get worse before it gets better, but we believe each company has the financial 
resources to weather an extended downturn and remain well positioned to thrive on the other side. 

Our disciplined and fundamentally driven investment process enables us to identify HI-quality companies such 
as these. Warren Buffett often refers to such firms as having wide moats around their businesses which enables 
them to fare better than their competitors during economic turmoil and slowdowns.  When the market faces 
extreme uncertainty, stocks fall sharply and in unison, without regard to business fundamentals or an eye to the 
future. However, as confidence returns, HI-quality companies will be among the first to recover and will likely 
outperform as they have in the past. 

Please reach out if you have any questions or just would like to talk. 

Sincerely, 

Ingrid R. Hendershot 
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