
 

9-19-22 

WEEKLY UPDATE 
 
Market Performance 

 
 

MARKET INDEX CLOSE 
9-16-22 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 30,822.42             -4.1% -15.2% 

S&P 500   3,873.33             -4.8% -18.7% 

NASDAQ 11,448.40 -5.5% -26.8% 

 
 
The stock market tumbled last week on renewed concerns over inflation, rising interest rates and recession fears 
with the Dow dropping 4.1%, the S&P 500 slipping 4.8% and NASDAQ falling 5.5%.        

Economic Releases  

A summary of economic releases during the past week which may impact the financial markets: 
 
For the week ending September 10, initial jobless claims decreased by 5,000 to 213,000, indicative of a still tight 
labor market which will likely lead to further interest rate hikes. Continuing jobless claims for the week ending 
September 3 increased by 2,000 to 1.403 million.  
 
Total CPI increased 0.1% month-over-month in August and core CPI, which excludes food and energy, rose 
0.6% month-over-month. That left the year-over-year increases at 8.3% for total CPI (versus 8.5% in July) and 
6.3% for core CPI (versus 5.9% in July). The acceleration in the year-over-year rate for core CPI was pushed 
higher in part by increases in the indexes for rent, medical care and new vehicles.  Rents have risen 6.3% in the 
past year to mark the biggest gain since 1990. The food index was up 11.4% year-over-year, marking the largest 
12-month increase since the period ending May 1979. As oil and gas prices declined, the energy index improved 
and was up "only" 23.8% year-over-year versus 32.9% in July. The still hot inflation news suggests that the Fed’s 
rate hike at the September 2020-2021 meeting will likely be 75 basis points and further rate hikes may occur 
through the end of 2022 to try and extinguish the worst inflation in four decades. Higher interest rates reduce 
inflation by raising the cost of borrowing for consumers and businesses and thereby slowing the economy. Mr. 
Market is worrying that the Federal Reserve may go too far with its aggressive interest rate hikes and push the 
U.S. into a recession.   
 
In August, the Producer Price Index for final demand decreased 0.1% month-over-month. The index for final 
demand, less foods and energy, increased 0.4% month-over-month. On a year-over-year basis, the index for 
final demand was up 8.7% versus 9.8% in July, whereas the index for final demand, less foods and energy, was 
up 7.3% versus 7.7% in July. While producers saw a moderation in price pressures, inflation is still far too high 
and broad based. 
 
August retail sales were up 0.3% month-over-month.  Excluding autos, retail sales declined 0.3% month-over-
month primarily as gasoline station sales declined 4.2% due to lower gas prices. The biggest retail gains were in 
food service and drinking places sales which jumped 1.1%.  
 
The preliminary September University of Michigan Index of Consumer Sentiment rose to 59.5 from 58.2 in 
August. In the same period a year ago, the Index of Consumer Sentiment stood at 72.8.  Consumer sentiment 



has stopped deteriorating thanks to the drop in gasoline prices. However, the report indicates that the uncertainty 
over short-run inflation is the highest it has been since 1982. 
 
 
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: 

 

 

Oracle Corporation-ORCL reported fiscal 2023 first quarter revenues increased 18% year-over-year to $11.4 
billion with net income decreasing 37% to $1.5 billion and EPS down 35% to $0.56. Without the impact of the 
U.S. dollar strengthening compared to foreign currencies, EPS would have been 8 cents higher. Cloud services 
and license support revenues were up 14% to $8.4 billion and cloud license and on-premise license revenues 
were up 11% to $904 million. Short-term deferred revenues were $10.5 billion. Oracle's two cloud businesses, 
IaaS and SaaS, now represent over 30% of total revenue. These fast-growing and high-margin businesses are 
expected to boost Oracle’s constant currency organic revenue growth rate by double-digits and push earnings 
per share higher. Cerner is also expected to positively impact revenue and earnings per share growth in the 
coming quarters. This is the first quarter Oracle owned Cerner, and Cerner delivered the best revenue quarter in 
its history. Management expects them to do even better in the coming quarters as they develop an all-new suite 
of healthcare cloud services. During the quarter, Oracle generated $4.7 billion in free cash flow, up 8% from 
last year. The company returned $1.4 billion to shareholders during the quarter through dividends of 
$860 million and share repurchases of $552 million. Oracle ended the quarter with $11.2 billion in cash and 
investments and $75.5 billion in long-term debt, including debt taken on for the Cerner acquisition. For the 
second quarter, revenues are expected to grow in the 15% to 17% range with non-GAAP EPS in the $1.16 to 
$1.20 range. 

 

Texas Instruments-TXN said it will raise its quarterly cash dividend 8%, from $1.15 per share to $1.24, 
or $4.96 annualized, marking the 19th consecutive year of dividend increases. The board of directors also 
authorized the company to repurchase an additional $15 billion of its common stock over time. This is in 
addition to approximately $8.2 billion of previously authorized repurchases that remained at the end of June 
2022. As of second quarter 2022, the company has reduced its outstanding shares by 47% through its share 
repurchases since the end of 2004. Dividend increases and share repurchases are integral pieces of TI's 
disciplined approach to capital management and reflect the company's continued strength in free cash flow 
generation and its commitment to return all free cash flow to its owners over time. 

 

Johnson & Johnson-JNJ announced that the Board of Directors has authorized the repurchase of up to $5 
billion of the company's common stock. "The last few years have demonstrated the resilience of Johnson & 
Johnson. With continued confidence in our business and pipeline, the Board of Directors and management team 
believe that Company shares are an attractive investment opportunity," said Joaquin Duato, Chief Executive 



Officer. "With our strong cash flow and lowest level of net debt in five years, we have the ability to invest in 
innovation, grow our dividend, execute strategic acquisitions, and take this action to deliver shareholder returns 
and drive long-term growth." The company does not expect to incur debt to fund the share repurchase program. 
Johnson & Johnson reaffirms its full-year 2022 adjusted operational sales growth and earnings per share 
guidance of 6.5% - 7.5% and $10.65 to $10.75 per share, respectively. 

 

At its Investor Day, Howard Schultz, interim CEO of Starbucks-SBUX, said that the company was expecting 
record new store growth, as well as double-digit revenue and earnings per share growth in the span of 
the next few quarters. The CEO also sees a return to stock buybacks soon, as well as continued strength in 
comparable-store sales. Starbucks is planning on opening about 2,000 stores from 2023 to 2025, which will 
deliver a 50% return on investment and 25% cash margins, said Chief Operating Officer John Culver. The new 
stores will be a mix of traditional stores, as well as drive-through only or pick-up only stores in a bid to broaden 
the portfolio. Culver predicts that North American revenue will increase by about 40% over the next three 
years and deliver “strong margin expansion.” In China, a key new market for Starbucks, the company is 
planning to operate 9,000 stores by 2025 — meaning it plans to open a new store in China every nine hours 
for the next three years. It is currently projecting to have 6,000 stores in China by the end of 2022. Starbucks 
committed a total of $1 billion to labor investments in 2022 in a bid to quell ongoing unionization efforts at its 
stores. The company also boosted wages to $17 an hour in the U.S. Technology also was an important theme at 
the investor day. Starbucks is planning to invest $450 million in fiscal 2023 across its existing U.S. store base to 
enhance automation and efficiency, with increased investments in 2024 and 2025. The company will also expand 
its mobile ordering experience across all stores, as well as its delivery capabilities with third-party partners 
including Uber Eats and DoorDash. Chief Marketing Officer Brady Brewer expects delivery will double in revenue 
in the next couple of years. 

 

Raytheon Technologies-RTX updated its free cash flow outlook for the impact of the legislation requiring 
capitalization of Research and Experimentation for tax purposes. As previously discussed, it now expects its 
full year 2022 free cash flow to be approximately $4.0 billion instead of approximately $6.0 billion. The 
company reaffirmed its full year outlook for sales of $67.75 - $68.75 billion, adjusted earnings per share 
of $4.60 - $4.80 and share repurchase of at least $2.5 billion of RTX shares. 

 

 

This holiday season, U.S. retail sales excluding automotive are expected to increase 7.1% year-over-year, 
according to the Mastercard SpendingPulse™ annual holiday forecast. "This holiday retail season is bound to be 
far more promotional than the last," said Steve Sadove, senior advisor for Mastercard and former CEO and 
Chairman of Saks Incorporated. "Easing supply chain issues coupled with the rapid shift in consumer spending 
trends and over-ordering inventory have left retailers in an interesting position ahead of the holidays. Retailers 



that were able to clear past merchandise and accurately forecast inventory needs will be the best positioned for 
growth." 

 

T. Rowe Price Group-TROW reported preliminary month-end assets under management of $1.34 trillion as of 
August 31, 2022, representing a 22% decline since year end. 

***** 

With inflation still hot and unemployment still tight, the Federal Reserve will likely increase interest rates another 
0.75% this week. Mr. Market worries that higher rates may push the economy into a recession with the stock 
market broadly pulling back during the past week amid increased volatility. While we keep a careful eye on 
macroeconomic factors, we also know that the intrinsic value of any business is simply the discounted future 
cash flows the business will generate over its lifetime despite future periods of inflation, rising rates and 
recessions.    
 
In that regard, several of our HI-quality companies reported positive news during the past week. Oracle reported 
its free cash flow increased 8% during the past quarter to $4.7 billion with the company returning $1.4 billion of 
that cash to shareholders through dividends of $870 million and share repurchases of $552 million. Texas 
Instruments’ continued strength in free cash flow generation enabled the company to increase its dividend 8%, 
marking the 19th consecutive year of dividend increases, while announcing a $15 billion expansion to its share 
buyback program. Texas Instruments is committed to returning all its abundant free cash flow to shareholders 
and has repurchased 47% of its outstanding shares since 2004. Despite an accounting change impacting 
Raytheon’s cash flow, the company reaffirmed its 2022 sales and earnings outlook and plans to repurchase at 
least $2.5 billion of its stock. Starbucks expects to brew up double-digit sales and EPS growth in the next few 
quarters which will enable the company to resume its share repurchases. Johnson & Johnson announced a $5 
billion expansion of its share repurchase program thanks to strong cash flows and the lowest net debt in five 
years. JNJ epitomizes our HI-quality companies with strong cash flows enabling our businesses to invest in 
innovation, grow dividends, execute strategic acquisitions, and repurchase shares to drive long-term growth and 
deliver solid shareholder returns. The best time to buy HI-quality companies is when Mr. Market races for the exit 
over macroeconomic or other fears, which creates good buying opportunities for the disciplined and patient long-
term investor.  
 
If you have any questions, please let us know. 
 
 
Sincerely, 

Ingrid R. Hendershot, CFA 

President 


