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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 31,899.29  +2.0% -12.2% 

S&P 500 3,961.63              +2.5% -16.9% 

NASDAQ 11,834.11  +3.3% -24.4% 

 
 
Last week, the stock market rallied on positive earnings news and lower interest rates and oil prices with the Dow 
gaining 2.0%, the S&P 500 increasing 2.5% and NASDAQ jumping 3.3%.       
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
The weekly initial unemployment claims increased by 7,000 to 251,000 for the week ending July 16 while 
continuing claims for the week ending July 9 increased by 51,000 to 1.384 million. As initial jobless claims 
continue to inch higher, the tight labor market appears to be easing. 
 
Housing starts in June were down 2.0% month-over-month to a seasonally adjusted annual rate of 1.559 million 
while building permits -- a leading indicator -- were down 0.6% month-over-month to a seasonally adjusted 
annual rate of 1.685 million. Permits for single-family homes declined across all geographic regions as mortgage 
rates rose.  
 
Existing home sales decreased 5.4% month-over-month in June to a seasonally adjusted annual rate of 5.12 
million. Total sales in June were down 14.2% from a year ago. While the supply of available homes for sale 
remains extremely tight, higher mortgage rates and home price inflation are contributing to a slowdown in buyer 
demand due to affordability pressures that are expected to persist. 
 

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: 

 

 

Gentex-GNTX reported second quarter sales increased 8% to $463 million with net income decreasing 16% to 
$72.4 million and EPS down 13% to $.31, respectively. Sales for the quarter fell short of Gentex’s beginning 
quarter forecasts by approximately $70 million to $80 million. The sales shortfall was primarily driven by the fact 
that light vehicle production in primary markets was 4% lower than forecasted at the beginning of the quarter and 
then was further compounded by supply shortages of certain electronic components that negatively impacted mix 
for some of the company’s advanced feature products. While there appears to be some improved stability in the 
light vehicle production environment as compared to a year ago, the company is still experiencing significant 
customer order fluctuations on a week-to-week basis. The industry dynamics continue to create a difficult 



forecasting environment. Nevertheless, the continuing strong demand for light vehicles, combined with the 
historically low level of light vehicle inventories, should create the opportunity for an improving sales 
environment throughout the rest of this year and into 2023.  For the second quarter of 2022, the gross 
margin was 32.0% compared to a gross margin of 35.4% for the second quarter of 2021. Gross margin was 
impacted by raw material cost increases, labor cost increases, lower than expected sales levels, product mix 
shifts and ongoing customer order volatility. For the third quarter of 2022, Gentex expects a 21% increase in light 
vehicle production compared to the same prior year period. For the calendar year 2022, the company expects 
a 4% increase in light vehicle production compared to calendar year 2021 and expects an 8% increase for 
fiscal 2023 compared to fiscal 2022. For fiscal 2022, Gentex expects revenues in the range of $1.87 billion to 
$1.97 billion with a gross margin in the range of 33% to 34%. For fiscal 2023, Gentex expects revenue to be 
about 15%-20% higher than the updated 2022 revenue estimates of $1.87-$1.97 billion. Gentex remains 
cash rich and debt-free as of quarter end. The company did not repurchase any shares of its common stock 
during the quarter as they focused on spending capital on raw material inventory to help fulfill high customer 
demand. Gentex intends to repurchase additional shares of its common stock in the future in support of the 
previously disclosed capital allocation strategy. While new component shortages, customer order changes and 
volatility are expected to continue throughout the rest of 2022 and into 2023, Gentex is encouraged that the 
overall backdrop in the industry should lead to increased demand in the automotive market over the next 12-18 
months. 

 

Roche-RHHBY reported first half 2022 sales increased 5% to CHF 32.3 billion with net income increasing a 
healthy 12% to CHF 9.2 billion and EPS up 16%, on fewer shares outstanding, to CHF 10.54. Pharmaceuticals 
Division sales increased 3% to CHF 22.3 billion on continued strong demand for new medicines to treat severe 
diseases like hemophilia, cancer and neurological disorders, which more than offset the negative impact from 
biosimilar competition. Diagnostics Division sales grew 10% to CHF 9.95 billion due to Roche’s ongoing strong 
base business and solid demand for COVID-19 tests which is expected to decline in the second half of the year. 
During the first half of 2022, Roche generated CHF 7.8 billion in free cash flow, up 21% year-over-year, 
boosted by the increase in net income and a patent settlement. Roche returned CHF 7.67 billion to shareholders 
via dividend payments during the first half of 2022, ending the first half with cash and marketable securities of 
CHF 6.8 billion, long-term debt of CHF 22.5 billion and shareholders’ equity of CHF 25.2 billion. Management 
affirmed its 2022 full year guidance with sales growth expected flat to up low-single digits and core EPS 
growth in the low to mid-single digits.  Drivers of full year sales include accelerating growth in new 
pharmaceutical products and strong growth in the base diagnostic business, partially offset by about CHF 2.5 
billion sales erosion from biosimilars and about CHF 5 billion from significantly reduced COVID-19 sales. Roche 
expects further dividend increases in Swiss francs.  

 

Tractor Supply-TSCO rang up record second quarter results with sales increasing 8% to $3.9 billion, net 
income plowing ahead 7% to $396 million and EPS up 11% to $3.53. Comparable store sales increased 
5.5%, as compared to an increase of 10.5% in the prior year’s second quarter. Comparable store sales were 
driven by comparable average ticket growth of 7.5%, offset by a decrease in comparable average transaction 
count of 2%. Gross profit increased 7.7% to $1.39 billion and gross margin decreased 24 basis points to 35.5% 
from 35.8% in the prior year's second quarter. The company's price management actions and other margin 
driving initiatives were able to offset most of the impact from significant product cost inflation pressures 
and higher transportation costs. In addition, Tractor Supply experienced the largest E-Commerce quarter in 
net sales in company history. During the first half of the year, free cash flow decreased 39% to $360 million, 
primarily due to double-digit growth in inventories. During the second quarter, the company returned $290.8 
million to shareholders through share repurchases of $188.2 million at an average cost per share of 
$209.11 and cash dividends totaling $102.6 million. During the second quarter of 2022, the company opened 
13 new Tractor Supply stores. Tractor Supply ended the quarter with $530.8 million in cash and investments and 
$987 million in long-term obligations on its sturdy balance sheet. Given the robust first half results, Tractor 
Supply upped its guidance with sales now expected in the $13.95 billion to $14.05 billion range. 
Comparable store sales are now expected to increase between 5.2% and 5.8%, up from prior guidance of 



3% to 4.5%. EPS is now expected in the range of $9.48 to $9.60, up from previous guidance of $9.20 to 
$9.50. Management anticipates current high inflation and a volatile environment to persist for the remainder of 
the year, but if there is a recession, management expects it to be mild. 

 

SEI Investments-SEIC reported second quarter revenues increased 1% to $481.7 million with net earnings 
falling 17% to $111.3 million and EPS declining 13% to $0.81. Assets under management increased 1% to 
$403.6 billion on a $60 billion jump in collective trust fund programs deposited at the end of the quarter. 
Expenses increased 8%, primarily due to increased personnel costs and the impact of inflation on wages and 
services, which resulted in a 450-basis point drop in operating margins to 24.1%. In June, SEI Investments 
initiated an enhanced voluntary separation program to long-tenured employees. As a result, the company 
expects to record a $54.0 million and $58.0 million charge in the third quarter. During the second quarter, SEI 
Investments generated cash flow from operations of $70.2 million, or $0.51 per share, and free cash flow of 
$52.4 million. This compares to last year’s second quarter cash flow from operations of $188.4 million, or $1.31 
per share, and free cash flow of $171.3 million. The company repurchased 2.0 million shares during the 
second quarter for $109.3 million at an average price of $55.48 per share. SEI Investments ended the 
quarter with $771.7 million in cash, no long-term debt and $1.9 billion in shareholders’ equity on its strong 
balance sheet. 

 

Johnson & Johnson-JNJ reported second quarter sales increased 3% to $24 billion with net income and EPS 
both declining 23% to $4.8 billion and $1.80, respectively. Adjusting for one-time items, adjusted EPS increased 
4.4% to $2.59. By segment, Consumer Health and MedTech sales both declined 1% to $3.8 billion and $6.9 
billion, respectively, due primarily to foreign exchange headwinds.  Pharmaceutical sales increased 7% to $13.3 
billion during the quarter driven by double-digit growth in Infectious Disease and Oncology products. JNJ 
continues to generate strong free cash flow which approximated $8 billion during the second quarter. 
JNJ ended the quarter with zero net long-term debt on its strong balance sheet. A key priority for 
deploying cash is the dividend with $3 billion paid in dividends during the quarter and $5.8 billion paid 
year-to-date.  JNJ also invested $3.7 billion in R&D during the quarter to advance its promising pipeline of new 
products. For the full-year, management trimmed its outlook primarily due to foreign exchange headwinds 
and is expecting reported sales to increase 2.1%-3.1% to a range of $93.3 billion to $94.3 billion with 
adjusted EPS expected in the range of $10.00 to $10.10 as operating margins remain relatively flat due to 
prolonged inflationary pressures. 

 

Ross Stores-ROST recently opened 21 Ross Dress for Less® ("Ross") and eight dd's DISCOUNTS® stores 
across 12 different states in June and July. These new locations are part of the company's plans to add 
approximately 100 new stores – 75 Ross and 25 dd's DISCOUNTS – during fiscal 2022. Looking ahead, the 
company remains confident in its ability to grow to at least 2,900 Ross Dress for Less and 700 dd's DISCOUNTS 
locations over time. Together, Ross Dress for Less and dd's DISCOUNTS currently operate a total of 1,980 
locations in 40 states, the District of Columbia, and Guam. 

 

 

 



***** 

Our HI-quality companies reported mixed results during the past week. Gentex and SEI Investments reported 
lower earnings as Gentex continues to face supply shortages in the auto industry and SEI Investments was 
impacted by wage inflation. On the other hand, Roche, Johnson & Johnson and Tractor Supply reported healthy 
second quarter financial results. The outlook for the balance of the year varied with Johnson & Johnson trimming 
its outlook primarily due to foreign exchange headwinds, Roche reaffirming its financial outlook, and Gentex 
encouraged by expectations for increased demand in the auto market over the next 12-18 months. Tractor Supply 
increased its sales and earnings forecast despite continued high inflation and a volatile macroenvironment with the 
company expecting any recession to be relatively mild.  

 

***** 

Tractor Supply’s outlook appears to be consistent with economist and Wharton professor, Jeremy J. Siegel. This 
tidbit is from Barron’s:   
 
Even if the inflation rate just reached the highest level in four decades, we aren’t in for a replay of the painful 
stagflation experience of the 1970s, according to Jeremy J. Siegel. He says the two periods are “very different,” 
mainly due to the relatively rapid response of today’s Federal Reserve. Siegel says he sees inflation tapering off 
within a year, and opportunities out there for investors. “Today’s valuations look quite attractive,” says the 
Wharton School of the University of Pennsylvania professor emeritus of finance. “I won’t predict we’ve hit bottom, 
no one can, but an investor in this market may be well rewarded.”  Siegel suggests that “a lot of the inflation 
we’re seeing now is ‘pipeline’ inflation that has already passed but won’t get into the statistics for some time. 
“There’s a lag.” Real estate, for instance, has probably already seen its biggest increases, he says. While we 
may already be in a technical recession, Siegel foresees a relatively soft landing, depending on how soon the 
Fed “eases up” after the expected July interest rate hike.  
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