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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 32,899.37  -0.2% -9.5% 

S&P 500 4,123.34              -0.2% -13.5% 

NASDAQ 12,144.64  -1.5% -22.4% 

 
 
Amid high volatility with 1,000-point swings both up and down on the Dow during the past week, the stock market  
ended up down rather modestly for the full week with the Dow and the S&P 500 each dipping 0.2% and the 
NASDAQ dropping 1.5%.   
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
The weekly initial unemployment claims report increased by 19,000 to 200,000 for the week ending April 30, still 
reflecting the tight labor market which is raising concerns about persistent wage inflation. Continuing claims for 
the week ending April 23 decreased to 1.384 million, which is the lowest level since 1970.   
 
Nonfarm business sector labor productivity decreased 7.5% in the first quarter as unit labor costs soared 11.6%.  
The first quarter decline in productivity is the largest since the third quarter of 1947. Rising labor costs threaten 
corporate profit margins. 
 
The April Employment Situation Report reflected that nonfarm payroll increased by a solid 428,000. The 
unemployment rate held steady at 3.6%. The labor force participation rate declined to 62.2% from 62.4% in 
March. The drop in the labor force participation rate is concerning given the record number of job openings, 
which signals that wage-based inflation may persist.   
 
The April ISM Manufacturing Index decreased to 55.4% from 57.1% in March. April marked the 23rd consecutive 
month of expansion in the manufacturing sector, although the April reading is the lowest since July 2020. 
Manufacturing activity is being held back by COVID issues abroad, ongoing supply chain problems, inflation 
pressures and labor constraints that have made it challenging to satisfy demand. 
 
Factory orders for manufactured goods increased 2.2% in March. Shipments of manufactured goods jumped 
2.3% after increasing 1.1% in February. The slowdown in factory orders in February was temporary and orders 
rebounded in March as activity picked up with the effects of the Omicron variant fading. 
 
The ISM Non-Manufacturing Index for March decreased to 57.1% from 58.3% in March. The April reading marks 
the 23rd straight month of growth for the services sector although business activity slowed due to pricing 
pressures, supply chain issues and labor supply constraints.  
 
Total construction spending increased 0.1% month-over-month in March following a 0.5% increase in February. 
Total private construction increased 0.2% month-over-month while total public construction decreased 0.2%. On 
a year-over-year basis, total construction spending was up 11.7%. 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: 

 

Maximus-MMS reported second quarter revenue increased 22.7% to $1.18 billion with net income and EPS 
declining 38% to $50.1 million and $.80, respectively. Earning results reflected expectations for lower earnings 
caused primarily by delays in core programs returning to pre-pandemic levels as the COVID-19 response work 
continues its predicted decline. Year-to-date signed contracts as of 3-31-22 were $1.47 billion with contracts 
pending (awarded but unsigned) totaling $1.75 billion. The sales pipeline at quarter end was $29.8 billion, 
comprised of $7.4 billion in proposals pending, $3.6 billion in proposals in preparation and $18.8 billion in 
opportunities tracking. During the quarter, Maximus generated free cash flow of $98.2 million with the company 
returning $41.8 million to shareholders through dividend payments of $17.3 million and share repurchases of 
$24.5 million. The board of directors declared a quarterly cash dividend of $.28 per share payable on May 31, 
2022. Maximus is maintaining revenue guidance for fiscal 2022 with revenue expected to range between 
$4.5 billion and $4.7 billion. Free cash flow is expected in the range of $175 million and $250 million. 
Earnings guidance was lowered and is expected to be in the range of $3.00 to $3.50. The reduction to 
earnings guidance is comprised of three primary components. First, the Public Health Emergency (PHE) contract 
has been extended through mid-July, which is approximately a $0.30 EPS estimated impact for the one-quarter 
delay. The company has further lowered the bottom end of earnings guidance to allow for an additional PHE 
extension through mid-October, representing an additional $0.30 EPS of estimated impact. Second, further 
delays on ramping of new work in the U.S. Services and Outside the U.S. segments reduced guidance by an 
estimated $0.20 EPS. These delays are believed to be temporary and are partly attributable to ongoing COVID-
19 disruptions. Third, the revised expectations for the Australia employment services rebid result in an estimated 
EPS reduction of approximately $0.15; the impact is outsized in fiscal year 2022 compared to subsequent 
periods and includes severance charges in the third quarter. 

 

Cognizant-CTSH reported first quarter revenues rose 9.7% to $4.8 billion with net income up 11% to $563 
million and EPS up 13% to $1.07. By segment, Financial Services revenue grew 4.8% to $1.5 billion, reflecting 
the demand for digital services, partially offset by clients’ continued focus on cost optimization. Healthcare 
revenue grew 8.1% to $1.4 billion, driven by increased demand for digital services among life sciences clients. 
Products and Resources revenue grew 13.2% to $1.1 billion, driven by strong demand for digital services and 
included the benefit from recently completed acquisitions. Communications, Media and Technology revenue 
grew 18.1% to $776 million, reflecting strong demand for data services among digital native companies. 
Bookings grew 4% with trailing 12-month bookings of $23.4 billion. Free cash flow during the quarter jumped 
100% to $186 million with the company returning $617 million to shareholders through dividend 
payments of $143 million and share repurchases of $474 million at an average price of $88.22 per share. 
Cognizant has $1.7 billion remaining authorized for future share repurchases. In addition, Cognizant declared a 
quarterly cash dividend of $.27 per share, payable on May 31, 2022. The company is expecting second quarter 
revenue to be in the range of $4.9-$4.94 billion or growth of 6.8%-7.8%. Full-year 2022 revenue is expected to be 
$19.8 billion to $20.2 billion, representing 7.2%-9.2% growth, with adjusted EPS expected to be in the range of 
$4.45-$4.55. “Our first quarter performance reflects strong revenue growth in our digital portfolio and a healthy 
demand environment. We remain focused on investing to support growth opportunities while also executing on 
pricing to offset the impact of compensation pressure driven by the continued labor supply-demand imbalance,” 
said Jan Siegmund, Chief Financial Officer. 

 



 

Booking Holdings-BKNG booked revenues of $2.7 billion, up 136% from last year, and a net loss of $700 
million, or $17.10 per share. Excluding net unrealized losses of $987 million on equity securities during the first 
quarter (compared to unrealized net gains on equity securities of $32 million last year) and other one-time items, 
adjusted net income was $161 million, or $3.90 per share, compared with last year’s $215 million, or $5.26 per 
share, loss. First quarter gross travel bookings, representing the total dollar value inclusive of taxes and fees of 
all travel services booked by its customers, were $27.3 billion, a record, and an increase of 129% year-over-year. 
Room nights booked in the first quarter of 2022 increased 100% year-over-year. Thirty-four percent of total 
revenues were paid for via Booking’s payments app versus thirteen percent in 2019.  During the quarter, 
Booking Holdings generated nearly $1.7 billion in operating cash flow and $1.59 billion in free cash flow 
with the company returning $950 million to shareholders through share repurchases. In April, Booking 
repurchased an additional $320 million of its shares, which leaves about $9 billion remaining under the current 
share repurchase authorization that is expected to be completed during the next three years.  Booking Holdings 
ended the quarter with $12.75 billion in cash and investments, $8.4 billion in long-term debt and $4.37 billion in 
shareholders’ equity on its sturdy balance sheet. "I am pleased to report a record $27 billion in gross bookings 
in the first quarter, the highest quarterly amount in our company’s history," said Glenn Fogel, Chief 
Executive Officer of Booking Holdings. "Despite an uncertain macroeconomic environment, we have seen 
continued strengthening of global travel trends so far in the second quarter of 2022, and we are preparing for a 
busy summer travel season ahead. I’m encouraged by how well our teams are executing to capture travel 
demand in this recovery environment and our progress in expanding our payments platform at Booking.com 
while we build towards our Connected Trip vision." 

 

Starbucks-SBUX reported second fiscal quarter sales increased 15% to $7.6 billion with net earnings increasing 
2.3% to $674.5 million and EPS increasing 3.6% to $0.58. Global comparable store sales increased 7%, 
driven by a 4% increase in average ticket, and a 3% increase in comparable transactions. Americas 
comparable store sales were up 12%, driven by a 7% increase in average ticket and a 5% increase in 
comparable transactions. International comparable store sales decreased 8%, primarily due to China comparable 
store sales decreasing 23%, driven by a 20% decline in comparable transactions and a 4% decline in average 
ticket. The company opened 313 net new stores during the quarter and ended the quarter with 34,630 stores, up 
5% from last year. Active Starbucks Rewards Membership in the U.S. was up 17% year-over-year to 26.7 million 
members. During the first half, Starbucks generated $1.2 billion in free cash flow and returned 
approximately $5.1 billion to shareholders through dividend payments of $1.1 billion and share 
repurchases of $4 billion.  Given the uncertainty around further mobility restrictions and lockdowns in China, as 
well as increasing inflationary headwinds, Starbucks has suspended guidance and share repurchases for the 
balance of fiscal 2022 with expectations that its financial results will be significantly pressured for the balance of 
the year. “We are single-mindedly focused on enhancing our core U.S. business through our partner, customer 
and store experiences. Given record demand and changes in customer behavior, we are accelerating our store 
growth plans, primarily adding high-returning drive-thrus, and accelerating renovation programs so we can better 
meet demand and serve our customers where they are,” said Howard Schultz, interim chief executive officer. 

 

Baxter International-BAX announced an increase in the company’s quarterly cash dividend to a rate of 
$0.29 per share of common stock. This represents an approximately 3.5% increase over the previous 
quarterly dividend rate of $0.28 per share, marking the 7th consecutive year of dividend increases. The 
indicated annual dividend rate is now $1.16 per share of common stock. 



 

NVR, Inc.-NVR announced today that its Board of Directors has authorized the repurchase of $500 million 
of its outstanding common stock. The purchases will occur from time to time in the open market and/or in 
privately negotiated transactions as market conditions permit. The Company indicated that the authorization is a 
continuation of the stock repurchase program that began in 1994 and is consistent with NVR's strategy of 
maximizing shareholder value. 

 

Fastenal-FAST reported April sales increased 14.8% to $570.7 million with average daily sales up 20.3% 
to $27.2 million. Daily sales growth by end market was up 25.7% for manufacturing and 13.4% for non-
residential construction. Daily sales growth by product line was 25.5% for fasteners, 16.7% for Safety and 17.8% 
for Other products. About 90% of the company’s Top 100 national accounts experienced growth during the 
month. Fastenal’s headcount increased 4.4% to 21,306 as of 4/30/22 compared to the prior year period. 

 

Berkshire Hathaway-BRKB bought another 5.9 million shares of Occidental Petroleum on May 2-3 for 
approximately $336 million, boosting its stake in the company to 15.2% worth about $8.8 billion. Berkshire also 
has warrants to buy an additional $5 billion of Occidental shares. 

***** 

The Federal Reserve increased the fed funds rate by half a percentage point as expected last week. The move 
sent the Dow soaring on the day of the announcement by close to 1,000 points and then tumbling the next day by 
1,000 points. That is computer trading for you! An uncertain economic outlook is contributing to the volatility. Mr. 
Market is nervous about the Fed's ability to tighten financial conditions enough to combat inflation at 40-year highs 
without sending the economy into a recession. 

During volatile times like this, it is good to recall Benjamin Graham’s wise words, “Basically, price fluctuations have 
only one significant meaning for the true investor. They provide him with an opportunity to buy wisely when prices 
fall sharply and to sell wisely when they advance a great deal. At other times, he will do better if he forgets about 
the stock market and pays attention to his dividend returns and to the operating results of his companies.”  

When we do that, we find good news. Despite the gyrations of the stock market, companies like Booking Holdings, 
Cognizant, Starbucks and Maximus reported solid operating results and robust cash flows last week. In addition, 
Baxter increased its dividend, NVR announced a new share buyback program and Warren Buffett, CEO of 
Berkshire Hathaway, continued making stock investments. We agree with Mr. Buffett that this is a better time to 
be buying than selling given current attractive valuations. 

 If you have any questions, please let us know. 

Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


