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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 33,869.27               -0.2% +2.2% 

S&P 500 4,090.46               -1.1% +6.5% 

NASDAQ 11,718.12               -2.4%           +12.0% 

 
 

Shifting through another week of mixed fourth quarter corporate earnings reports and concerns about the Federal 
Reserve’s plan to continue increasing interest rates, the stock market pulled back with the Dow dipping 0.2%, the 
S&P 500 ebbing 1.1% and NASDAQ retreating 2.4% during the past week.        

Economic Releases 

A summary of economic releases during the past week which may impact the financial markets: 

First-time claims for state unemployment benefits—a proxy for layoffs—rose by 13,000 to 196,000 for the week 
ended January 28 while continuing claims—a proxy for the number of people with ongoing unemployment 
benefits—increased to 1.69 million, up 38,000 from the previous week. New claims running below 200,000 
reflects a tight labor market. While continuing claims are still at historic lows, the gradual increase since last 
spring indicates it is taking longer for people who lose their jobs to find work.  

Consumer credit increased by $11.6 billion in December, slowing from $33.1 billion in November, as the rise in 
interest rates has slowed loan demand.    

The preliminary University of Michigan Consumer Sentiment Index for February showed sentiment increased 
more than expected, rising to 66.4 from January's final reading of 64.9.  The one-year inflation forecast rose to 
4.2% from 3.9% in January, and the 5-10-year inflation outlook remained at the prior month's 2.9% rate, well 
above the Fed’s 2% target. “Overall, high prices continue to weigh on consumers despite the recent moderation 
in inflation,” said Joanne Hsu, director of the survey. “Combined with concerns over rising unemployment on the 
horizon, consumers are poised to exercise greater caution with their spending in the months ahead.” 

The December trade deficit widened to $67.4 billion from an upwardly revised $61.0 billion in November with 
exports of $2.2 billion less than November exports and imports of  $4.2 billion more than November imports. The 
three-month moving average for the goods and services deficit declined by $2.1 billion to $68.6 billion, reflecting 
a slowdown in global trade.  

 
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:  

 



 

T. Rowe Price Group-TROW reported preliminary month-end assets under management of $1.35 trillion as of 
January 31, 2023, representing a 5.8% increase since year end. Preliminary net outflows for January 2023 were 
$5.7 billion. In a separate announcement, T. Rowe Price raised its quarterly dividend by 1.7% from last year 
to $1.22 per share, marking the 37th consecutive year of dividend increases since the firm's initial public 
offering.  

 

 

PepsiCo-PEP reported fourth quarter revenues rose 11% to $27.9 billion with net income and EPS each 
dropping 61% to $518 million and $.37, respectively. Core constant currency EPS increased 10%, while the 
decline in reported EPS reflects a $1.6 billion impairment charge, primarily related to its SodaStream business. 
During the quarter, organic revenue increased 14.6%, representing the fifth consecutive quarter of double-digit 
organic revenue growth. For the full 2022-year, revenue rose 9% to $86.3 billion with net income and EPS 
each increasing 17% to $8.9 billion and $6.42, respectively. Organic revenue growth accelerated to 14.4% 
for the full year, reflecting the geographical and category diversity of PepsiCo’s portfolio with both the 
global beverage and convenient foods businesses performing well. Return on shareholders’ equity 
during 2022 was a tasty 52%. Free cash flow decreased 20% during the year to $5.6 billion, primarily due to 
higher capital expenditures. The company returned $7.6 billion to shareholders through dividend payments of 
$6.1 billion and share repurchases of $1.5 billion. For fiscal 2023, the company expects a 6% increase in 
organic revenue, an 8% increase in constant currency EPS growth and total cash paid to shareholders of 
approximately $7.7 billion through dividend payments of $6.7 billion and share repurchases of $1 billion. 
PepsiCo announced a 10% increase in its annualized dividend to $5.06, representing the 51st consecutive 
year of dividend increases. In addition, PepsiCo expects an approximate 2-percentage-point foreign exchange 
translation headwind to impact reported net revenue and core EPS growth. 

 

Maximus-MMS reported fiscal 2023 first quarter sales increased a healthy 8.5% to $1.25 billion with net income 
falling 25% to $40.0 million and EPS down 23.5% to $0.65. Organic revenue grew 10.3%, driven by new or 
expanded programs in all three business segments on strong demand for services Maximus provides.  Net 
income declined on tough comps from last year’s profitable short-term COVID response work and lower interest 
expense due to last year’s historically low interest rates. By segment, U.S. Federal Services revenue increased 
6.2% to $618.2 million, owing to strong clinical services demand and higher revenue on a large, cost-plus 
contract. U.S. Services revenue increased 13.7% to $439.5 million, driven by contributions from new work wins in 
core areas such as eligibility support and clinical services. Outside the U.S. revenue increased 5%, or 16% 
organically, to $191.6 million, fueled by the U.K. Restart Programme which reached full run-rate during the 
quarter. During the quarter, Maximus used $134.7 million in cash flow from operations compared to $2.9 million 
used last year and free cash flow outflow was $150.4 million compared to a $9.2 million outflow last year. While 
the quarter’s cash flows were anticipated to be lower due to timing of tax payments, collections were lighter than 
expected, and as a result, DSO were 74 days on 12/31/2022, well above the targeted range of 60 to 70 days. 



During January, cash collections improved allowing for $75 million in debt reduction during January. Maximus 
returned $17.0 million to shareholders during the quarter via dividend payments with the company ending 
the quarter with $63.1 million in cash and equivalents, $1.49 billion in long-term debt and $1.58 billion in 
shareholders’ equity. Management’s capital allocation strategy is focused on paying down debt and making 
strategic acquisitions for long-term growth. Total pipeline opportunities of $30.5 billion, of which 74% represents 
new work, includes pending proposals of $6.0 billion, proposals in preparation of $1.7 billion and $22.8 billion in 
tracked opportunities. Under the Omnibus spending bill passed at the end of 2022, Medicaid eligibility 
redeterminations, which were halted by the COVID-19 public health emergency, will restart in 2023 on a 
prescribed timeline. Maximus teams are currently working with states to prepare for redetermination volume from 
91 million Medicaid recipients which is expected to begin in the third quarter of fiscal 2023 with run-rate levels 
expected in the fourth quarter and extending into fiscal 2024. Given the ramp up in redeterminations volume 
and strong momentum from the first quarter, Maximus raised its fiscal 2023 guidance. Management now 
expects revenue to range between $4.85 billion and $5.0 billion, compared to prior revenue guidance of between 
$4.75 billion and $4.90 billion. Adjusted operating income is expected to range between $415 million and $440 
million, compared to a previous range between $390 million and $415 million. Adjusted EPS is now expected to 
range between $4.00 and $4.30 per share, compared to prior guidance of between $3.70 and $4.00 per share. 
Free cash flow remains expected in the $225 million and $275 million range and reflects expected working capital 
increases as a result of higher revenue later in the fiscal year. 

 

Tractor Supply Company-TSCO announced that its Board of Directors declared a quarterly cash dividend of 
$1.03 per share of the Company’s common stock. This represents an increase of 12 percent versus the 
prior quarterly dividend rate of $0.92 per share. "Today’s announcement marks the 14th consecutive year 
of increasing dividend payouts by Tractor Supply. This increase demonstrates the Board’s confidence in 
our Life Out Here strategy and strong cash flow generation, as we continue to invest for future growth 
while returning capital to shareholders," said Cynthia Jamison, Tractor Supply’s Chairman of the Board. 

 

 Roche-RHHBY announced that it has expanded its collaboration with Janssen Biotech, a unit of 
Johnson & Johnson-JNJ, to create companion diagnostics for targeted therapies, further strengthening 
research and innovation activities. The new, expanded agreement broadens opportunities for Roche and 
Janssen to collaborate in the precision medicine field with multiple companion diagnostics technologies, including 
immunohistochemistry, digital pathology, next generation sequencing, polymerase chain reaction and 
immunoassays. 

  

 

Google-GOOGL announced new ways its Maps are getting more immersive and sustainable. Immersive view is 
an entirely new way to explore a place — letting you feel like you’re right there, even before you visit. Using 
advances in artificial intelligence (AI) and computer vision, immersive view fuses billions of Street View and aerial 
images to create a rich, digital model of the world. And it layers helpful information on top like the weather, traffic, 
and how busy a place is. Say you’re planning a visit to the Rijksmuseum in Amsterdam. You can virtually 
soar over the building and see where things like the entrances are. With the time slider, you can see what 
the area looks like at different times of day and what the weather will be like. You can also spot where it 
tends to be most crowded so you can have all the information you need to decide where and when to go. 



If you’re hungry, glide down to the street level to explore nearby restaurants — and even take a look 
inside to quickly understand the vibe of a spot before you book your reservation. 

In addition, Sundar Pichai, CEO of Google and Alphabet, released a statement regarding their next steps in their 
artificial intelligence (AI) efforts. Here are a few highlights: AI is the most profound technology we are 
working on today. Whether it’s helping doctors detect diseases earlier or enabling people to access 
information in their own language, AI helps people, businesses and communities unlock their potential. 
And it opens up new opportunities that could significantly improve billions of lives. That’s why we re-
oriented the company around AI six years ago — and why we see it as the most important way we can 
deliver on our mission: to organize the world’s information and make it universally accessible and 
useful. Two years ago we unveiled next-generation language and conversation capabilities powered by 
our Language Model for Dialogue Applications (or LaMDA for short). We’ve been working on an 
experimental conversational AI service, powered by LaMDA, that we’re calling Bard. And today, we’re 
taking another step forward by opening it up to trusted testers ahead of making it more widely available 
to the public in the coming weeks. Bard seeks to combine the breadth of the world’s knowledge with the 
power, intelligence and creativity of our large language models. It draws on information from the web to 
provide fresh, high-quality responses. Bard can be an outlet for creativity, and a launchpad for curiosity. 

***** 

In comments earlier this week at the Economic Club in Washington D.C., Fed Chair Jerome Powell reiterated the 
Committee's stance that future increases are likely, despite the welcome sign of inflation ebbing, noting that a 
still-tight labor market, along with persistent inflation, have been drivers in its rate hike campaign. Chair Powell 
stated that the Fed's process of disinflation has just begun and still has a long way to go. Ongoing rate increases 
will be appropriate, especially if the US has more hot inflation and labor reports.  
 
 

***** 

Despite signs of a softening economy, many of our HI-quality companies delivered solid financial results and 
above average returns on shareholders’ equity. In addition, strong free cash flow growth enabled the businesses 
to return cash to shareholders through substantial share repurchase programs and growing dividends. Reflecting 
confidence in the future, T. Rowe Price, Tractor Supply and PepsiCo all delivered dividend increases. T. Rowe 
Price raised its quarterly dividend by 1.7% from last year to $1.22 per share, marking the 37th consecutive year 
of dividend increases since the firm's initial public offering.  T. Rowe Price’s dividend currently yields an 
attractive 4.17%. Tractor Supply announced a fruitful 12% increase in its quarterly dividend rate to $0.92 per 
share, marking the 14th consecutive year of increasing dividend payouts. PepsiCo’s dividend bubbled higher by 
10% to $5.06, representing the 51st consecutive year of dividend increases. 

In addition to rich cash returns to shareholders, robust cash flows enable our HI-quality businesses to invest in 
innovative disruptive technologies. Indeed, during the past week, Microsoft and Google unveiled artificial 
intelligence (AI) technology that promises to revolutionize internet search, fundamentally change every software 
category and disrupt power in the tech industry. Microsoft, which has invested billions of its robust cash flows in 
artificial intelligence pioneer OpenAI, unveiled ChatGPT, a natural language processing tool driven by AI 
technology that allows users to have human-like conversations and much more with a chatbot. The language 
model can answer questions and assist with tasks such as composing emails, essays and code. Word and Excel 
software may soon be able to collect useful information and make suggestions on the user’s next steps or distill 
large amounts of information into a few saliant points.   

Meanwhile, last week Alphabet showcased Bard, its next-generation AI service powered by Language Model for 
Dialogue Applications, or LaMDA for short, that promises to revolutionize Google search. In addition, imagine 
planning a visit to the Rijksmuseum in Amsterdam. Google’s artificial intelligence embedded in Google Maps 
enables a user to virtually soar over the building and see where things like the entrances are. With the time 
slider, users can see what the area looks like at different times of day and what the weather will be like or spot 
where it tends to be most crowded providing all the information needed to decide where and when to go. Glide 



down to the street level to explore nearby restaurants.  Like with many emergent technologies, the world is just 
beginning to understand the power of and applications for AI unleashed by investments made by HI-quality 
businesses. We expect shareholders of both Microsoft and Alphabet will profit handsomely from investments 
these companies have made in the future of computing. 

If you have any questions, please let us know. 

Sincerely, 
 
Ingrid R. Hendershot, CFA 
President 

 


