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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 33,899.70  -0.9% -9.5% 
S&P 500 4,108.54              -1.2% -13.8% 
NASDAQ 12,012.73  -1.0% -23.2% 

 
 
The stock market pulled back during the holiday-shortened week with the Dow dipping 0.9%, the S&P 500 
declining 1.2% and the NASDAQ falling 1.0% last week as strong jobs data signaled the Fed is likely to continue 
raising interest rates to combat inflation.     
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
The weekly initial unemployment claims fell by 11,000 to 200,000 for the week ending May 28, reflecting the 
lowest layoffs on record and the strongest labor market in decades.  Continuing claims for the week ending May 
21 fell by 34,000 to 1.31 million which is the lowest level since 1969.   
 
The Labor Department showed nonfarm payrolls rose by 390,000 jobs last month and wages grew, while the 
unemployment rate held steady at 3.6% -- all signs of a tight labor market. The 8.2% increase in unit labor costs 
over the last four quarters was the largest since the third quarter of 1982. This may signal that wage-based 
inflation will remain at higher levels much longer than anybody wants.  
 
The Conference Board's Consumer Confidence Index dipped to 106.4 in May from an upwardly revised 108.6 
level in April. In the same period a year ago, the index stood at 120.0. Inflation continues to be top of mind for 
consumers, which could pose downside risk for the economy if inflation pressures persist and curtail consumers' 
discretionary spending activity. 
 
Despite ongoing supply chain problems and pricing pressure, the May ISM Manufacturing Index increased to 
56.1% from 55.4% in April. A number above 50.0% is indicative of expansion. May marked the 24th consecutive 
month of expansion in the manufacturing sector, although the May reading was the second lowest since 
September 2020. Still, sentiment regarding demand remained strongly optimistic. 
 
The ISM Non-Manufacturing Index for May decreased to 55.9% from 57.1% in April. The May reading marks the 
24th straight month of growth for the services sector, but it is the lowest reading since February 2021 as 
businesses continued to grapple with pricing pressures, supply chain issues, and labor supply constraints. 
 
Total construction spending increased 0.2% month-over-month in April. Total private construction increased 0.5% 
month-over-month while total public construction decreased 0.7%. On a year-over-year basis, total construction 
spending was up 12.3%. Other than residential spending, there wasn't much strength in spending activity in 
either the private or public sectors. 
 
 

 



 
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 second quarter sales rose 19% to a record $3.1 billion, marking the sixth 
consecutive quarter of record sales. Net earnings and EPS each increased 14% to $262 million and $0.48, 
respectively. By segment, Refrigerated Foods sales were up 11% to $1.6 billion, driven by strong results in the 
foodservice business, more than offsetting higher operational and logistic costs. Grocery Product sales were up 
7% to $874 million, led by the inclusion of the Planters snack nuts business. Jennie-O Turkey Stores sales 
jumped 16% to $407 million, led by foodservice, whole bird and retail sales. In addition, higher commodity prices 
and foodservice sales drove substantial improvement in segment profit. International & Other sales decreased 
3.4% to $171 million, because of current export logistics challenges and lower commodity sales due to the 
company’s new pork supply agreement. Retail sales in China improved as pantry loading and sales to food 
security programs in response to COVID-related lockdowns helped. Free cash flow increased 62% during the 
first half to $449 million with the company paying $274 million in dividends. For fiscal 2022, Hormel 
reaffirmed its sales guidance with sales expected in the range of $11.7 billion to $12.5 billion and narrowed its 
earnings guidance with EPS now expected in the range of $1.87-$1.97. 

 

Oracle-ORCL announced that all required antitrust approvals have been obtained for its proposed all-
cash $28.3 billion acquisition of Cerner, including European Commission clearance. Cerner is a leading 
provider of digital information systems used within hospitals and health systems to enable medical professionals 
to deliver better healthcare to individual patients and communities. Oracle expects to complete the offer on June 
6, 2022. "We expect this acquisition to be substantially accretive to Oracle's earnings on a non-GAAP basis in 
fiscal year 2023," said Safra Catz, Chief Executive Officer, Oracle. "Healthcare is the world's largest and most 
important vertical market—$3.8 trillion last year in the United States alone. We expect Cerner to be a huge 
growth engine for years to come." 

 

3M-MMM expects a $300 million hit to revenue in the current quarter as COVID lockdowns in China 
impacted manufacturing operations in the country. The company expects an impact of 30 cents to per-
share earnings in the second quarter from China and foreign exchange headwinds. China's "zero COVID" 
policy to combat the Omicron variant triggered fresh lockdowns and shut factories, hurting the sales prospects of 
businesses worldwide as consumers cut back spending in the world's second-biggest economy. 3M also noted 
impacts to the automotive and electronics end markets due to chip shortages driven by supply chain snags. Still, 
3M expects some recovery in June despite high inflation. 3M is managing inflationary pressures with price and 
sourcing actions and productivity and yield improvements. 

 

 



 

Microsoft-MSFT lowered its fourth quarter outlook due to larger than expected foreign exchange 
headwinds and now expects revenue for the quarter to be between $51.94 billion and $52.74 billion, down 
from its prior range of $52.40 billion to $53.20 billion. It also cut the EPS view to between $2.24 and $2.32 
per share from a prior expectation of between $2.28 and $2.35 per share. 

 

 

The Board of Directors of SEI Investments Company-SEIC approved an increase in its stock repurchase 
program by an additional $200 million, increasing the available authorization under the program to 
approximately $264 million. 

 
 

***** 

Last week, Hormel Foods reported double-digit growth in sales, earnings and free cash flow during its second 
fiscal quarter; Oracle received regulatory approval for its $28.3 billion cash acquisition of Cerner; and SEI 
Investments expanded its share repurchase program by an additional $200 million. Both Microsoft and 3M 
issued warnings that foreign exchange headwinds were larger than expected which will impact next quarter’s 
financial results. Encouragingly, both stock prices only reacted modestly to the news which reflects that “bad” 
news has already been priced into many stocks. With most of our HI-quality stocks appearing undervalued or 
reasonably valued, we believe that further downside risk is currently fairly limited with any good news likely to 
send stock prices higher over the balance of the year and into the years ahead. Investing in HI-quality 
businesses and maintaining discipline, patience and a long-term perspective remains the keys to investment 
success. 

If you have any questions, please let us know. 

Sincerely, 
 
Ingrid R. Hendershot, CFA 
President 


