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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 33,826.69               -0.1% +2.0% 

S&P 500 4,079.09               -0.3% +6.2% 

NASDAQ 11,787.27               +0.6%           +12.6% 

 
 

On renewed inflation concerns, the stock market reported mixed results with the Dow dipping 0.1%, the S&P 500 
sliding 0.3% and NASDAQ gaining 0.6% during the past week.        

Economic Releases 

A summary of economic releases during the past week which may impact the financial markets: 

First-time claims for state unemployment benefits—a proxy for layoffs—dipped by 1,000 to 194,000 for the week 
ended February 11 while continuing claims—a proxy for the number of people with ongoing unemployment 
benefits—increased to 1.696 million, up 16,000 from the previous week. New claims running below 200,000 
reflects a very tight labor market with most companies reluctant to cut their workforce.  

CPI increased 0.5% month-over-month in January and core-CPI, which excludes food and energy, increased 
0.4% month-over-month. The index for shelter accounted for nearly half of the monthly increase. On a year-over-
year basis, total CPI was up 6.4% -- the smallest 12-month increase since the period ending October 2021 -- and 
core-CPI was up 5.6% -- the smallest 12-month increase since December 2021. However, the year-over-year 
levels were not as low as expected. While inflation is decelerating from peak inflation, it remains stubbornly 
higher than the Federal Reserve wants which suggests further rate hikes.  
 
The January Producer Price Index (PPI) was up 0.7% month-over-month which was also higher than expected.  
Core-PPI, which excludes food and energy, was up 0.5% month-over-month.  On a year-over-year basis, PPI 
was up 6.0%, versus 6.2% in December, and core-PPI was up 5.4%, versus 5.8% in December. Even though 
there was improvement on a year-over-year basis, there are worries about inflation pressures persisting at higher 
levels for longer than expected -- and the Fed keeping rates higher for longer.  
 
Total retail sales increased a strong 3.0% month-over-month in January.  With jobs plentiful, consumers were 
spending broadly on goods in January despite the ongoing inflation pressure. Every single sales category showed a 
month-over-month increase, led by a 7.2% surge in sales at food services and drinking places. 
 

Total industrial production was unchanged month-over-month in January primarily due to a drop in the output of 
utilities as heating demand dropped due to unseasonably warm weather. This offset increases in manufacturing 
and mining.  The capacity utilization rate dipped to 78.3, which is 1.3% below its long-term average. 
 
January housing starts declined 4.5% month-over-month to a seasonally adjusted annual rate of 1.309 million 
reflecting affordability constraints due to rising interest rates. Building permits increased 0.1% month-over-month 
to a seasonally adjusted annual rate of 1.339 million.  
 



 
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:  

 

Cisco Systems-CSCO reported fiscal second quarter revenues rose 7% to $13.6 billion with net income 
declining 7% to $2.8 billion and EPS down 6% to $.67. During the quarter, product revenue increased 9% to 
$10.2 billion and service revenue was up 2% to $3.4 billion. In addition, Cisco reported revenue growth in all 
geographies. The company posted 6% growth in annualized recurring revenue of $23.3 billion and subscription 
revenue growth of 15%. Free cash flow increased 48% during the first half to $8.4 billion. Cisco paid $3.1 
billion in dividends and repurchased $1.8 billion of its stock, including 26 million shares in the second 
quarter at an average cost of $47.72 per share. In addition, Cisco announced a 3% increase in its dividend to 
be paid on April 26, 2023. The dividend increase reflects the strength of Cisco’s cash flow generation and 
management’s commitment to returning excess cash to shareholders. Cisco maintains a strong balance sheet 
and ended the quarter with $22.1 billion in cash and investments, $7.6 billion in long-term debt and $41.5 billion 
in shareholders’ equity. Management raised their full year outlook, driven by its growing recurring revenue 
base and remaining performance obligations, along with a healthy backlog and the steps they have taken to 
improve supply. For fiscal 2023, Cisco expects revenue growth of 9%-10.5% with EPS expected in the 
range of $2.85-$2.96, representing 1%-5% growth over last year. 

***** 

With earnings season winding down, Cisco was our only HI-quality company to report earnings last week as 
noted above. This provides a good time to reflect on one of our longest-held positions.  Since its founding in 
1984, Cisco has shaped the future of the Internet and has become the worldwide market leader in networking 
products and services with sales topping $51.5 billion in fiscal 2022. Revenue growth is expected to increase an 
additional 9% to 10.5% in fiscal 2023. We originally purchased Cisco Systems’ stock 26 years ago at a split-
adjusted price of $5.78 per share. With the stock selling around $50 per share today, it is up nearly nine-fold. 
However, Cisco’s stock has provided a volatile ride over the past quarter of a century. Cisco once was the most 
highly valued company in the world when its stock market capitalization spiked to $569 billion on March 27, 2000, 
during the dot-com era. We pocketed hefty profits during that period by trimming back our position on 9/14/1998 
and again on 3/10/2000 due to its high valuation. Since that time, we have added to the position when we 
believed the stock was reasonably valued, as we do today, and trimmed back the position when it appeared fully 
valued. When we initially purchased Cisco, the stock did not pay a dividend. However, thanks to strong cash 
flows which continue to grow, Cisco initiated a dividend of $.12 per share in 2011 which has steadily increased to 
$1.56 per share today given the company’s recent 3% increase in the dividend. The dividend currently yields an 
attractive 3.1%.  However, based on our original purchase price, the dividend yields a mighty 27% ($1.56/$5.78)! 
Cisco’s impressive total return over the last 26 years demonstrates the benefits of long-term investing in HI-
quality companies! 
 
 If you have any questions, please let us know. 
 
Sincerely, 
 
Ingrid R. Hendershot, CFA 
President 


