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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 33,375.49              -2.7% +0.7% 

S&P 500   3,972.61              -0.7% +3.5% 

NASDAQ 11,140.43              +0.6% +6.4% 

 
 

Concerns over a slowing economy resulted in mixed results for the market last week with the Dow dropping 
2.7%, the S&P 500 dipping 0.7% and NASDAQ gaining 0.6%.        

Economic Releases 

A summary of economic releases during the past week which may impact the financial markets: 
 
On the employment front, first-time claims for state unemployment benefits—a proxy for layoffs—decreased by 
15,000 to 190,000 for the week ended January 14 while continuing claims—a proxy for the number of people with 
ongoing unemployment benefits—increased to 1.647 million, up 17,000 from the previous week.  New claims 
declined to a four-month low reflecting a still tight labor market despite recent large layoff announcements by 
technology companies. 

The Producer Price Index for final demand decreased 0.5% month-over-month in December.  The index for final 
demand, less foods and energy, increased 0.1% month-over-month. On a year-over-year basis, the index for 
final demand moderated to 6.2% versus a revised 7.3% in November while the index for final demand, less foods 
and energy, moderated to 5.5% versus 6.2% in November. While the moderation in inflation was welcome news, 
the absolute levels remain high.  
 
Total retail sales fell 1.1% month-over-month in December led by a 6.6% markdown in department store sales 
and gasoline store sales which tanked 4.6%. 
 
Total industrial production decreased 0.7% month-over-month in December with decreases in all manufacturing 
categories.  The capacity utilization rate dropped to 78.8%, which is 0.8% below its long-term average.  
 
Total housing starts declined 1.4% month-over-month in December to a seasonally adjusted annual rate of 1.382 
million units, even as new single-family starts increased by 11.3% on optimism for better affordability of new 
homes.  However, building permits decreased for the third consecutive months by 1.6% to a seasonally adjusted 
annual rate of 1.330 million.   
 
Existing home sales decreased 1.5% in December to a seasonally adjusted annual rate of 4.02 million which is 
near its pandemic low of 3.91 million. This marks the eleventh consecutive month of contracting sales. Total 
sales in December were down 34.0% from a year ago due to high mortgage rates and rising prices. The median 
existing home price for all housing types increased 2.3% year-over-year to $366,900, representing the 130th 
consecutive month of year-over-year gains. This extends the streak to a new record.  
 



 
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:  
 

 

Fastenal-FAST reported fourth quarter revenues rose 11% to $1.7 billion with net income increasing 6% to 
$245.6 million and EPS up 7% to $.43. Sales through Fastenal’s Digital Footprint accounted for 52.6% of sales in 
the fourth quarter, versus 46.4% in the fourth quarter of 2021. Management anticipates they will hit 65% of sales 
running through their digital footprint in 2023. For the full year, revenue rose 16% to $6.9 billion with net 
income and EPS up nearly 18% to $1.1 billion and $1.89, respectively. 2022 was a year of milestones for 
Fastenal, with eCommerce revenues surpassing $1 billion in sales, international sales exceeding $1 
billion in sales and company-wide net earnings topping $1 billion. Fastenal reported that 79 of their top 100 
customers are growing and 62% of their branches are growing. Return on shareholders’ equity for the year 
was an impressive 34%. Free cash flow increased 25% during the year to $767.2 million, with Fastenal 
returning $949.1 million to shareholders through dividends of $711.3 million and share repurchases of 
$237.8 million. Fastenal announced a 13% increase in its dividend for the first quarter of 2023. The 
company ended the year with $230 million in cash, $353 million in long-term debt and $3.1 billion in 
shareholders’ equity on its strong balance sheet. Fastenal noted that they experienced moderating demand and 
normalization of supply chains during the quarter. In addition, the company did not take any broad pricing actions 
in the fourth quarter as price levels in the market remained stable. 

 

Microsoft-MSFT said it would eliminate 10,000 jobs, or about 5% of its workforce, and take a $1.2 billion ($.12 
per share) charge to earnings in the second quarter of 2023, as its cloud-computing customers reassess their 
spending and the company braces for a potential recession. At the same time, Microsoft is looking at adding to its 
$1 billion stake in OpenAI, the startup behind the Silicon Valley chatbot known as ChatGPT, which Microsoft 
plans to soon market through its cloud service. 

 

Alphabet--GOOGL said it would cut its staff by 12,000, or 6% of its workforce, in its largest-ever round of 
layoffs. CEO Sundar Pichai acknowledged that the company "hired for a different economic reality than the one 
we face today." 

 

 

 



 
***** 

This past week, Alphabet, parent of Google, and Microsoft both announced significant layoffs of 12,000 and 
10,000 employees, respectively.  It was Alphabet’s largest layoff ever and Microsoft’s largest in more than eight 
years. During the pandemic, both companies hired furiously to keep up with the demand for cloud services to 
enable businesses and individuals to work online. As the economy has slowed, customer spending is also slowing. 
This has resulted in the painful decision by the tech giants to cut workers to maintain profitability. 

As a leading industrial supplier, Fastenal reported strong annual results in 2022 with double-digit growth in sales, 
earnings and free cash flow. Return on shareholders’ equity was an exceptional 34%. We have owned Fastenal 
for 23 years and watched its business blossom, along with its stock price, which has increased more than 20-fold 
from a split-adjusted $2.44 per share in 2000 to the current $49 per share today.  In addition, Fastenal also just 
increased its dividend for 2023 by an inflation-beating 13%. Fastenal began paying annual dividends in 1991, semi-
annual dividends in 2003, and then expanded to quarterly dividends in 2011. In addition to these regular dividend 
payments, Fastenal has previously paid special one-time dividends in December 2008, December 2012, and 
December 2020. Over the last 10 years, Fastenal’s dividend has increased from $.50 per share to the implied 
$1.40 per share this year. At the same time, Fastenal has repurchased $880.8 million of its common stock during 
the past decade at an average price of $25.75 per share creating even more value for long-time shareholders. 
There is nothing “sexy” about selling nuts and bolts, but Fastenal is a terrific example of how a well-managed 
“stodgy” business can provide stellar shareholder returns. 

This week will be a busy financial reporting week for our HI-quality companies. Stay tuned! 

If you have any questions, please let us know. 

Sincerely, 

Ingrid R. Hendershot, CFA 

President 


