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MARKET INDEX CLOSE 
9-17-21 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,584.88  -0.1% +13.0% 

S&P 500 4,432.99              -0.6% +18.0% 

NASDAQ 15,043.97  -0.5% +16.7% 
 

. 

Initial unemployment claims for the week ended September 11 rose 20,000 to 332,000 while continuing claims 
for the week ended September 4 declined 187,000 to 2.665 million. 

Total CPI increased 0.3% month-over-month in August while core CPI, which excludes food and energy, was up 
a tame 0.1%.  That left total CPI up 5.3% year-over-year versus 5.4% in July, and core CPI up 4.0% versus 4.3% 
in July. With the inflation pressure trend improving slightly, the Fed may watch the data a little longer before 
making any formal tapering announcement. 
 
Total industrial production increased 0.4% in August with total industrial production up 5.9% year-over-year. The 
capacity utilization rate increased to 76.4%, which is still 3.2% below its long-term average. Industrial production 
finally surpassed its pre-pandemic level despite the impact of Hurricane Ida and ongoing semiconductor 
shortages. 
 
August total retail sales increased 0.7% month-over-month, much stronger than expected. Excluding autos, 
August retail sales jumped 1.8%. Year-over-year, total retail sales rang up a 15% increase.  
 
The preliminary September reading for the University of Michigan Index of Consumer Sentiment increased to 
71.0 from the final reading of 70.3 for August. High prices have led to a decline in buying conditions for homes, 
vehicles, and household durables. That could lead to slower spending activity in the future if consumers hold off 
on purchases either because they think prices will come down if they wait longer or if they resist paying 
persistently high prices altogether in the absence of offsetting income gains. 
 
During the past week, the stock market retreated with the Dow dipping 0.1%, the S&P 500 falling 0.6% and the 
NASDAQ declining 0.5% due to inflationary concerns and the potential for slowing global economic growth (see 
below for note on China’s Evergrande).    

 

HI-Quality Company News 

 

 

Oracle Corporation-ORCL reported fiscal 2022 first quarter revenues increased 4% year-over-year to $9.7 
billion with net income increasing 9% to $2.5 billion and EPS up 19% to $0.86 on an 8% reduction in weighted 
average shares outstanding. Cloud services and license support revenues were up 6% to $7.4 billion while cloud 
license and on-premise license revenues were down 8% to $813 million. Short-term deferred revenues were $10 



billion. Oracle’s two new cloud businesses, IaaS and SaaS, now represent over 25% of total revenue with an 
annual run rate of $10 billion. These fast-growing and high-margin new businesses are expected to boost 
Oracle’s overall profit margins and push earnings per share higher. During the quarter, Oracle generated $4.3 
billion in free cash flow, down nearly 22% from last year, due to higher capital investments to drive growth and 
working capital changes to support that growth. The company returned $8.88 billion to shareholders during the 
quarter through dividends of $887 million and share repurchases of $8 billion at an average cost per share of 
$85.11. During the past ten years, Oracle has reduced its shares outstanding by 46% at an average cost per 
share that is less than 50% of the current stock price.  Oracle ended the quarter with $39.3 billion in cash and 
investments and $76.0 billion in long-term debt. In fiscal 2022, Oracle expects revenues to grow in the mid-single 
digits range with operating margins the same or better than pre-pandemic levels. For the second quarter, 
revenues are expected to grow in the 3% to 5% range with non-GAAP EPS increasing 2% to 6% to $1.09 to 
$1.13. 

 

Microsoft-MSFT announced that its board of directors declared a quarterly dividend of $0.62 per share, 
reflecting a 6 cent or 11% increase over the previous quarter's dividend. This marks the 12th consecutive year of 
dividend increases. The board of directors also approved a new share repurchase program authorizing up to $60 
billion in share repurchases.  

 

Cisco-CSCO provided a long-term financial outlook at its Investor Day and sees both revenues and adjusted 
EPS compounding at 5%-7% annual growth rates through fiscal 2025. Cisco projects 15% to 17% growth in 
subscription revenue on a compounded annual basis through 2025, with 2% to 4% growth in non-subscription 
businesses and 2% to 3% growth in services. By the end of the period, Cisco sees subscription revenue 
accounting for 50% of overall revenue, up from 30% in the latest fiscal year. Cisco remains committed to 
returning at least 50% of its strong free cash flows to shareholders through dividends and share repurchases. 

 

 

Roche-RHHBY announced that the European Medicines Agency’s (EMA) Committee for Medicinal Products for 
Human Use (CHMP) has recommended the approval of Gavreto® as a monotherapy for the treatment of adult 
patients with rearranged during transfection (RET) fusion-positive advanced non-small cell lung cancer (NSCLC). 
RET alterations are key disease drivers in many cancer types, including NSCLC and multiple types of thyroid 
cancer. RET fusion-positive NSCLC affects about 37,500 people worldwide each year and the disease often 
affects those who least expect it, younger people with a minimal to no history of smoking. These cancers also 
typically represent a high unmet need, due to limitations associated with standard therapies.  

 

 

 



 

Regeneron Pharmaceuticals-REGN announced that the U.S. Department of Health and Human Services 
(HHS) and the Department of Defense (DOD) will purchase 1.4 million additional doses of REGEN-COV. The 
government will continue to provide REGEN-COV at no cost to patients. Under the new agreement, Regeneron 
will supply an additional 1.4 million 1,200 mg doses of REGEN-COV to the U.S. government by January 31, 
2022, at a cost of $2,100 per dose. This new agreement follows two earlier agreements with the U.S. government 
announced. "More than a year and a half into this pandemic, too many people are still being hospitalized and 
dying due to COVID-19," said Leonard S. Schleifer, M.D., Ph.D., President and Chief Executive Officer of 
Regeneron. "While vaccination remains the first line of defense to decrease the burden of COVID-19, REGEN-
COV is a key tool that reduces the risk of hospitalization or death by 70% in high-risk individuals when given 
early in the course of the infection. Recently there has been greater demand for REGEN-COV, and we will 
provide additional doses to the U.S. government as quickly as possible." 

 

Walgreens-WBA has administered more than 30 million COVID-19 vaccines and continues to be a safe and 
convenient location for communities to meet all their flu and COVID-19 vaccination needs. As communities return 
to in-person activities during an unpredictable flu season, Walgreens is prepared to co-administer flu and COVID-
19 vaccines in a single visit to help reduce community spread of illnesses.  

 

Canadian National Railway-CNI announced that Kansas City Southern (KCS) has provided notice of 
termination of the previously announced May 21, 2021 definitive merger agreement with Canadian National. In 
connection with KCS’ termination of the CNI merger agreement, KCS will pay CNI $700 million cash “Company 
Termination Fee” as well as the $700 million cash “CP Termination Fee Refund” provided for in the CNI merger 
agreement. CNI is also not obligated to pay any termination fees as a result of the termination of the CNI merger 
agreement.  

In the wake of its failed bid to acquire Kansas City Southern, Canadian National-CNI announced its strategic 
and financial value plan which includes the resumption of its C$1.1 billion share repurchase program, expected to 
be completed by 1/31/2022. Leadership is reviewing CNI's capital structure and financial leverage to increase 
shareholder distributions including share repurchases of about C$5 billion for 2022. The company expects to 
reduce capital expenditures to 17% of revenues during the next three years, down from an average of 24% 
during the past three years, while continuing its absolute commitment to safety and customer service. CNI targets 
an operating ratio of 57% for 2022 by focusing on its rail operations and pursuing strategic alternatives for non-
rail businesses that are not best in class and by rationalizing its cost structure. Leadership is committed to driving 
top-quartile Total Shareholder Return (TSR), leading the industry in organic revenue growth, driven by CNI’s 
intermodal business with continuous operating margin improvement. 

 



 

T. Rowe Price Group-TROW reported preliminary month-end assets under management of $1.68 trillion as of 
August 31, 2021, representing a 14% increase since year end. 

***** 

When identifying HI-quality investments, we seek companies which generate strong free cash flows. With strong 
cash flows, companies may reward investors in several ways by reinvesting in the business or making strategic 
acquisitions to drive future growth, paying and increasing dividends and/or repurchasing shares at attractive 
valuations.  During the past week, several of our HI-quality companies announced plans to enhance shareholder 
value. During the fiscal first quarter, Oracle paid $857 million in dividends and repurchased $8 billion of its 
common stock.  During the past ten years, Oracle has reduced its shares outstanding by 46% at an average cost 
per share that is less than 50% of the current stock price. Microsoft increased its dividend 11%, marking the 
12th consecutive year of dividend increases and announced a new $60 billion share repurchase program. Cisco 
remains committed to returning at least 50% of its strong free cash flows to shareholders through dividends and 
share repurchases. Canadian National Railway announced the resumption of its C$1.1 billion share repurchase 
program, expected to be completed by 1/31/2022, and is planning share repurchases of about C$5 billion for 
2022.  

 

***** 

This morning global markets are pulling back over the potential default of a major Chinese property developer, 
Evergrande. Evergrande has a staggering $300 billion in debt that they are having difficulty repaying. This is a 
prime reason why we stay away from highly indebted companies.  If Evergrande were to collapse under this 
mountain of debt, it could have significant ripple effects on banks and insurers primarily in Asia and Europe. Banks 
such as BlackRock, UBS and HSBC are among the largest holders of Evergrande bonds. We own none of those 
banks and also have very low exposure to large banks as we have seen time and time again that big banks 
always seem  find a new way to lose money on bad loans. A downturn in China’s economy would also have 
major implications across the world, particularly for commodities. We also have no direct exposure to 
commodities.  While the “contagion” of a major default by Evergrande could result in a global stock market 
correction, the pullback could present good buying opportunities for HI-quality companies.  

 
 
If you have any questions, please let us know.  
 
 
 
Sincerely, 

Ingrid R. Hendershot 
President 

 


