
 

1-31-22 

WEEKLY UPDATE 
 
Market Performance 

 
 

MARKET INDEX CLOSE 
1-28-22 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,725.47  1.3% -4.4% 

S&P 500 4,431.85               0.8% -7.0% 

NASDAQ 13,770.67  0.0% -12.0% 

 
 
Volatility ruled the stock market during the past week due to inflation jitters, earnings reports and geopolitical 
concerns. Thanks to a sharp rebound on Friday, led by HI-quality companies like Apple, Mastercard and Visa, 
the Dow ultimately rose 1.3%, the S&P 500 gained 0.8% and the NASDAQ remained relatively unchanged for the 
week.  
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
New unemployment claims fell for the first time in four weeks to 260,000 for the week ended January 22 as 
Omicron-related disruptions ease. Continuing claims for the week ended January 15 increased to 1.675 million.  
 
U.S. gross domestic product (GDP) rose in the final months of 2021 to a strong 6.9% due to an acceleration in 
inventory replenishment and record holiday consumer spending which helped offset the early negative impacts 
from the Omicron variant's spread.  
 
The Conference Board's Consumer Confidence Index dropped to 113.8 from a downwardly revised 115.2 in 
December. The dip came after three consecutive monthly increases but is still well above the 87.1 reading in the 
same period a year ago. 
 
December durable goods orders decreased 0.9% month-over-month due to a slowdown in business spending. 
 
Personal income increased 0.3% month-over-month in December while personal spending declined 0.6% due to 
rising prices. The PCE Price Index was up 5.8% year-over-year versus 5.7% in November. With this inflation 
gauge still rising, the target range for the fed funds rate will likely soon do the same. 
 
The Q4 Employment Cost Index increased 1.0% for the three-month period ending in December 2021. Wages 
and salaries, which account for about 70% of compensation costs, increased 1.1%, while benefit costs, which 
make up the remainder of compensation costs, increased 0.9%. While wages and salaries for workers were up, 
these gains are much less than current inflation. This raises concerns about falling real incomes that will likely 
translate into lower levels of spending. 
 
The final January reading for the University of Michigan Index of Consumer Sentiment dropped to 67.2. The 
January reading is the lowest level for the index since November 2012 due to inflationary pressures. 
 

HI-Quality Company News 

A summary of important earnings and/or capital allocation news announced during the past couple of weeks 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: 



 

Apple-AAPL reported strong first fiscal quarter results with revenues up 11.2% to a record $123.9 billion and net 
income jumping a shiny 19.5% to $34.6 billion with EPS up 25% to $2.10.  Gross margin expanded 160 basis 
points to 43.8% thanks to volume leverage and favorable product mix. Apple racked up record sales across 
geographies, led by 21% growth in China, and record product and service revenues, led by 25% growth in Mac 
and 24% growth in Services. iPhone sales rose 9% to $71.6 billion thanks to strong demand for the new iPhone 
13.  The exceptions to these superb results were a decline in sales during the quarter in Japan and in the iPad, 
which was severely supply constrained.  Supply constraints are easing and should be less in the March quarter. 
Apple’s active installed base of devices increased to a record 1.8 billion. Paid subscriptions to Apple’s many 
services increased to 785 million, an increase of 165 million in the last 12 months. Free cash flow during the 
quarter jumped 25% to a record $44.2 billion with the company paying $3.7 billion in dividends and 
repurchasing $20.5 billion of its common stock during the quarter. Apple ended the quarter with a stalwart 
balance sheet with more than $202 billion in cash and investments, $106.6 billion in long-term debt and $71.9 
billion in shareholders’ equity. Apple expects a solid second quarter with record revenues as Services are 
expected to grow at a double-digit rate. Gross margin is expected in the 42.5%-43.5% range with operating 
expenses of $12.5 billion to $12.7 billion and a tax rate of 16%. 

  

Visa-V reported first quarter revenues rose 24% to $7.1 billion with net earnings charging ahead 27% to $4.0 
billion and EPS up 29%. The strength of Visa’s network, growth in e-commerce, better than expected progress in 
the return of cross-border travel and a continuation of the recovery all contributed to the terrific results. Key 
business drivers during the quarter included a 20% increase in payments volume, a 40% jump in cross-border 
volume thanks to the loosening of border restrictions and a 21% increase in processed transactions. During the 
quarter, Visa generated $4.2 billion in operating cash flow and $4.1 billion in free cash flow with the company 
returning $4.9 billion to shareholders through dividend payments of $809 million and share repurchases of $4.1 
billion at an average cost per share of $210.05. During the quarter, Visa announced a 17% increase in the 
quarterly dividend to $0.375 per share and added $12 billion to the company’s share repurchase 
program, bringing the current authorization to $12.6 billion. Visa ended the quarter with $18.0 billion in cash and 
investments, $17.7 billion in long-term debt and $36.2 billion in shareholders’ equity on its sturdy balance sheet. 
Looking ahead, management does not believe the current surge in the pandemic will curtail the recovery. It sees 
economies around the world continuing to improve and, as restrictions are lifted, continued recovery in cross-
border travel. On a net basis, Visa benefits from inflation. As ticket prices increase, Visa’s fees increase. Wage 
inflation appears reasonable from the company’s perspective. Leadership remains confident the company is well-
positioned, via its multi-pronged growth strategy, to deliver strong, sustainable growth well into the future. For the 
full 2022 fiscal year, management expects revenue growth at the high end of the mid-teens range and for the 
pace to continue through fiscal 2023. 

 

Mastercard-MA reported fourth quarter revenues rose 27% to $5.2 billion with net income charging 33% higher 
to $2.4 billion and EPS up 35% to $2.41.  Spending trends continue to improve with fourth quarter cross-border 
spending now above pre-pandemic levels. During the fourth quarter, gross dollar volume growth increased 23% 
to $2.1 trillion on a local currency basis. Cross-border volume jumped 53%. Switched transactions grew 27%. 
Other revenues increased 30%, including 9% growth from acquisitions, with the remaining growth driven by the 
company’s Cyber & Intelligence and Data and Services solutions. As of 12-31-21, the company’s customers had 
issued 3 billion Mastercard and Maestro-branded cards. For the full year 2021, revenues increased 23% to $18.9 
billion with net income jumping 35% to $8.7 billion and EPS up 38% to $8.76. Return on shareholders’ equity 



topped 100% for the year. Free cash flow increased 32% to $9.1 billion with the company paying $1.7 billion in 
dividends and repurchasing 16.5 million shares of its common stock for $5.9 billion at an average price of about 
$357.58 per share. Since year end, the company has repurchased an additional $528 million of its stock which 
leaves $11.4 billion remaining authorized for future share repurchase. Mastercard is optimistic that the pandemic 
is moving towards an endemic with spending moving in the right direction especially in the travel sector. The 
company reaffirmed its growth objectives for 2022-2024 with revenues expected to compound at a high 
teens rate and EPS at a rate in the low 20% range. Operating margins should top 50% during the period. 

 

Stryker Corporation-SYK reported fourth quarter sales increased 10.3% to $4.7 billion with reported earnings 
and EPS increasing 16% to $662 million and $1.73, respectively. By segment, MedSurg and Neurotechnology 
increased 8.7% to $2.6 billion in the fourth quarter and Orthopedics and Spine increased 12.5% to $2.1 billion. 
For 2021, Stryker’s sales increased 19% to $17.1 billion with net earnings and EPS jumping 24+% to $1.99 
billion and $5.21, respectively. During 2021, Stryker generated a 13.4% return on shareholders’ equity and over 
$2.7 billion in free cash flow. The company returned $950 million in cash to shareholders in 2021 through 
dividend payments. Stryker ended the year with $3 billion in cash and investments, $12.4 billion in long-term 
debt and $14.8 billion in shareholders’ equity on its balance sheet. In 2022, management expects organic net 
sales growth of 6% to 8% and adjusted EPS of $9.60 to $10.00. Management believes the short-term outlook 
remains volatile. However, Stryker is going to continue to monitor and evaluate the impact the COVID-19 
pandemic has had, and will continue to have, on their operations and financial results. "We delivered a strong 
year of financial results, despite the ongoing challenges of the pandemic," said Kevin Lobo, Chair & Chief 
Executive Officer. "Organic sales growth of over 7% versus 2019, coupled with double-digit adjusted EPS growth 
and excellent cash flow performance were all noteworthy achievements, as was the excellent integration of 
Wright Medical. We continue to be well-positioned for future growth." 

 

Gentex-GNTX reported fourth quarter net sales decreased 21% to $419.8 million, with net income and EPS 
falling 40% to $84.1 million and $0.35, respectively. The company's revenue during the quarter was impacted by 
a 20% quarter over quarter reduction in light vehicle production in the company's primary markets of North 
America, Europe, Japan and Korea. During the quarter, the electronics component shortages primarily impacted 
the company's ability to meet customer demand for Full Display Mirror® (FDM), Integrated Toll Module (ITM), and 
other advanced feature unit shipments. For the full year, Gentex reported sales increased 3% to $1.73 billion with 
net income increasing 4% to $360.8 million and EPS up 6% to $1.50. Gentex shipped 1.123 million units of its 
Full Display Mirror® during 2021, a 7% increase compared to 2020, despite a 3% decline in global light vehicle 
production. In 2021, Gentex generated an 18.6% return on shareholders’ equity. During 2021, Gentex 
returned $439.9 million to shareholders through dividend payments of $115.3 million and share repurchases of 
$324.6 million at an average price of $33.81 per share. The company ended 2021 with $475 million in cash and 
investments, no long-term debt and $1.9 billion in shareholders’ equity on its shiny balance sheet. In 2022, 
Gentex expects revenue in the range of $1.87 billion to $2.02 billion with 2023 revenue growth of approximately 
15% to 20% above the 2022 revenue guidance. “The fourth quarter of 2021 brought the perfect storm of lower 
revenue, significantly higher material costs, higher shipping costs, and higher labor costs and inefficiencies that 
negatively impacted gross margins more than we originally forecasted,” said Steve Downing, President and CEO.  

 

T. Rowe Price-TROW reported fourth quarter revenues increased 13.2% to $1.96 billion with net earnings 
declining 5.5% to $740.6 million and EPS down 4.5% to $3.18. Excluding non-recurring items in 2021 and 2020, 



net earnings increased 8.3% to $736 million, and EPS increased 9.7% to $3.17. T. Rowe ended the quarter with 
$1.69 trillion assets under management, up nearly 15% from the third quarter, reflecting $46.9 billion in AUM 
from the Oak Hill Advisors (OHA) acquisition, $57.3 billion in market appreciation, partially offset by $22.7 billion 
in net outflows due to redemptions in U.S. equity growth portfolios as investors rebalanced after a period of 
robust returns. The annualized effective fee was 43.4 basis points during the quarter, down 5% from last year, 
squeezed by the July target date fund fee reductions, client transfers to lower fee vehicles and lower 
performance fees. For 2021, T. Rowe reported net revenues of $7.7 billion, up 24% from last year, with net 
income up 30% to $3.1 billion and EPS up 32% to $13.12. In 2021, T. Rowe generated a superb 33.3% return on 
shareholders’ equity. Operating cash flow of $3.4 billion represented a robust 114% of 2021 net income and free 
cash flow was $3.2 billion. During 2021, T. Rowe Price returned $2.8 billion to shareholders through the 
regular dividend and a special dividend along with share buybacks of $1.1 billion to repurchase 2.6% of 
shares outstanding at an average cost of $191.20 per share. In addition, the company used $2.5 billion in 
cash to fund a portion of the OHA acquisition. T. Rowe’s balance sheet remains strong with over $2 billion in 
cash and discretionary investments at year end. While management expects investment flows to improve from 
the fourth quarter, it expects net flows for 2022 will be below the long-term target of 1% to 3% growth. 

 

Tractor Supply–TSCO reported fourth quarter sales increased 15% to $3.3 billion with net income plowing 
ahead 63% to $221 million and EPS up 68% to $1.93. Comparable store sales increased 12.7%, driven by 
comparable average ticket growth and comparable average transaction growth of 10.3% and 2.4%, respectively. 
All geographic regions had comparable store sales growth. In addition, the company’s e-commerce sales 
experienced strong double-digit growth for the 38th consecutive quarter. The company opened 36 new Tractor 
Supply stores and one new Petsense store during the quarter, ending the year with 2,003 Tractor Supply Stores 
and 178 Petsense stores. For the full year, sales increased 19.9% to $12.73 billion with net income up 33% to 
$997 million and EPS up 35% to $8.61. Comparable store sales increased 16.9% for the full year. During 2021, 
Tractor Supply delivered a bountiful 49.7% return on shareholders’ equity and generated $510 million in free 
cash flow, down 54% from last year due to higher capital expenditures. The company returned $1 billion to 
shareholders through shares repurchases of $798.9 million at an average cost of $181.56 per share and $239 
million in dividends. Thanks to its bumper crop of cash flows, the board authorized a $2 billion increase to its 
existing share repurchase program, bringing the total amount authorized to date under the program to $6.5 
billion. Reflecting confidence in the business, Tractor Supply increased the quarterly dividend in 2022 by a 
hefty 77% to $0.92 per share. Tractor Supply ended the year with more than $878 million in cash, $986 million 
in long-term debt and $2 billion of shareholders’ equity on its fertile balance sheet. In 2022, management expects 
net sales in the range of $13.6 billion to $13.8 billion, on a 3% to 4.5% increase in comparable store sales, and 
EPS in the range of $9.20 to $9.50.  The company plans to repurchase $700 million to $800 million of its 
shares.  In addition, management is expecting capital expenditures of $625 million to $675 million, anticipating 
opening approximately 75 to 80 new Tractor Supply stores, remodeling more than 150 stores and transforming 
the side lots in approximately 100 locations, along with opening 10 new Petsense stores. The company also 
anticipates the opening of its ninth distribution center in the fall of 2022. Tractor Supply provided long-term 
growth rate targets for fiscal 2022 to fiscal 2026, expecting annual sales growth of 6% to 7+%, 
comparable store sales growth of 4% to 5+% and EPS growth of 8% to 11+%. 

 

Intel-INTC reported fourth quarter revenues rose 3% to $20.5 billion with net income down 21% to $4.6 billion 
and EPS down 21% to $1.13. Fourth quarter revenue was led by an all-time record for the Data Center Group 
with strong server recovery in enterprise and government. The Internet of Things Group had a record quarter, 
reflecting strong demand on recovery from COVID-19 impacts. The Client Computing Group delivered another 
$10 billion quarter proving that PCs are more essential than ever. For the full 2021 year, revenues rose 1.5% to a 
record $79 billion with net income down 4.9% to $19.9 billion and EPS down 1.6% to $4.86. Intel generated a 
strong 20.8% return on shareholders’ equity for the year. Free cash flow declined 47% during the year to $11.3 
billion due to lower earnings and working capital fluctuations. During the year, the company repurchased $2.4 



billion of its common stock and paid $5.6 billion in dividends. Intel announced a 5% increase in its dividend 
for 2022 to $1.46 per share. For the first quarter of 2022, Intel is forecasting $18.3 billion in revenues and EPS 
of $.70. For the full year, the company sees strong demand across all its businesses tempered by continued 
supply constraints.  Intel plans to take Mobileye public in mid-2022. Mobileye’s revenues increased 43% in 2021 
to $1.4 billion. 

 

SEI Investments Company-SEIC reported fourth quarter revenue increased 13% to $501.7 million with net 
income increasing 15% to $145 million and EPS up 20% to $1.03 on fewer shares outstanding. Average assets 
under administration increased 13% from last year to $884.3 billion and assets under management excluding 
LSV increased 16% to $301.0 billion. During the fourth quarter, SEI generated $149.2 million in operating cash 
flow, or $1.06 per share, and free cash flow of $138.7 million with the company repurchasing $95.5 million of its 
shares at an average cost of $62.44 per share. In December, SEI announced an 8% increase in the semi-
annual dividend to $0.40 per share and a $200 million increase in the share repurchase authorization 
bringing the total to $261 million. For 2021, SEI reported sales increased 14% to $1.9 billion with net income 
up 22% to $546.6 million and EPS jumping 27% to $3.81. SEI generated an impressive 29.4% return in 
shareholder equity during 2021. SEI ended the year with $825.2 million in cash, $40 million in long-term debt and 
$1.86 billion in shareholders’ equity on its secure balance sheet. Reflecting on future growth prospects, Alfred 
West, SEI Chairman and CEO said, “As we continue to connect our markets to their future potential through our 
technology and investment solutions, we are well-positioned to continue seizing growth opportunities that will 
lead to increased shareholder value.” 

 

General Dynamics-GD reported fourth quarter revenue dipped 2% during the fourth quarter to $10.3 billion with 
net earnings down 5% to $952 million and EPS off 1% to $3.39. For the full 2021 year, revenues increased 1.4% 
to $38.5 billion with net income up 2.8% to $3.3 billion and EPS marching 5% higher to $11.55. The defense 
segments collectively delivered record revenue and operating earnings for the year that were the highest in the 
company’s history. Return on shareholders’ equity for the year was a solid 18.4%. Free cash flow increased 
17% to $3.4 billion with the company paying $1.3 billion in dividends and repurchasing approximately 10 
million shares during the year for $1.8 billion at an average cost of $179 per share. Strong cash 
performance in all four business segments led to 104% cash conversion of earnings during the year with the 
company expecting to convert 100% of earnings to cash in 2022, a sign of a high-quality company. General 
Dynamics reduced debt by $1.5 billion in 2021 and spent $887 million on capital expenditures. Orders remained 
strong across the company with a consolidated book-to-bill ratio, defined as orders divided by revenue, of 1-to-1. 
Gulfstream had the highest orders in more than a decade due to “red-hot” demand for the planes with its backlog 
up 40% to $16.3 billion and a book-to-bill of 1.6-to-1 for the year. General Dynamics is expanding its facilities to 
help meet the strong demand for its Gulfstream planes. The company plans to deliver 123 planes in 2022, 148 
planes in 2023 and 170 in 2024 with operating margins expected to expand by 300 basis points over 2022 levels. 
Company-wide backlog ended the year at $87.6 billion. For fiscal 2022, General Dynamics expects revenues in 
the range of $39.2 billion to $39.45 billion with EPS in the range of $12.00-$12.15. 

 

ADP-ADP reported fiscal second quarter revenues increased 9% to $4 billion with net income increasing 7% to 
$694 million and EPS increasing 9% to $1.65. By business segment, Employer Services revenues increased 6% 
to $2.7 billion and PEO Services increased 15% to $1.3 billion. Interest on funds held for clients increased 1% to 



$106 million, average client funds balances increased 28% to $32.2 billion and the average interest yield on 
client funds decreased 40 basis points to 1.3%. During the first six months of fiscal 2021, ADP generated $1.13 
billion in free cash flow, up 3% from last year with the company returning $1.77 billion to shareholders through 
dividend payments of $787 million and share repurchases of $990 million. ADP ended the quarter with $1.7 
billion in cash and cash equivalents, $2.9 billion in long-term debt and $5 billion in shareholders’ equity on its 
strong balance sheet. Given the better-than-expected year-to-date performance, ADP increased its fiscal 2022 
outlook with revenues expected to increase 8% to 9% and EPS expected to grow 11% to 13% as profit 
margins expand. 

 

F5 Networks – FFIV reported fiscal first quarter revenues increased 10% to $687 million with net income and 
EPS increasing 7% to $94 million and $1.51, respectively. F5 Networks has delivered five consecutive 
quarters of double-digit revenue growth. First quarter revenue growth was driven by 19% product revenue 
growth, which accounted for 50% of total revenues. Services sales increased 2% to $343 million.  During the 
quarter, F5 generated $79.8 million in free cash flow, returning $125 million to shareholders through share 
repurchases. The company ended the quarter with $859 million in cash and investments, $345 million in long-
term debt and $2.4 billion in shareholders’ equity on its weather-resistant balance sheet. While demand for F5 
Networks solutions remains robust, the company expects that its ability to meet customers continued strong 
demand for systems will be restricted by supply chain constraints for the remainder of fiscal year 2022. As a 
result, it expects fiscal second quarter revenue in a range of $610 to $650 million. It further expects fiscal year 
2022 revenue growth in the range of 4.5% to 8%, down from its prior expectation of 8% to 9% growth. In addition, 
the company expects fiscal year 2022 software revenue growth near the top end of its previously provided 35% 
to 40% guidance range and global services revenue growth of 1% to 2%. 

 

Canadian National Railway-CNI reported fourth quarter revenue rose 3% to C$3.7 billion with net income and 
EPS each chugging more than 17% higher to C$1.2 billion and C$1.69, respectively. During the quarter, CNI had 
record operating income of C$1.5 billion, an 11% increase year over year. For the full year, revenue increased 
5% to C$14.5 billion with net income and EPS up 37% to C$4.9 billion and C$6.89, respectively. Return on 
shareholders’ equity for the year was a solid 21.5%. Free cash flow increased 2% during the year to a record 
C$3.3 billion as capital expenditures were curtailed. With management increasingly optimistic about 2022, the 
company announced plans to invest 17% of revenues in its capital program. For fiscal 2022, Canadian National 
Railway is targeting to deliver approximately 20% EPS growth and free cash flow of C$4.0 billion. 
Demonstrating confidence in the long-term financial health of the company, the Board of Directors 
announced a 19% increase in the dividend, which marks the 26th consecutive year of dividend increases. 
In addition, the Company’s Board of Directors also approved a new C$5 billion share repurchase program over 
the next 12 months. CNI has appointed Tracy Robinson as President and CEO, effective February 28, 2022. 
Tracy brings more than 35 years of operational management, strategy development and project execution 
experience to help drive growth and profitability at CNI. 

 

Microsoft-MSFT reported strong second quarter results with revenues rising 20% to $51.7 billion with net 
income growing 21% to $18.8 billion and EPS up 22% to $2.48. Revenue in Business Processes increased 19% 
to $15.9 billion driven by Office 365 and 37% growth at LinkedIn. Revenue in Intelligent Cloud jumped 26% to 



$18.3 billion driven by Azure and other cloud services revenue growth of 46%. Revenue in More Personal 
Computing increased 15% to $17.5 billion with search and news advertising revenue increasing 32%. 
Commercial bookings grew 32% during the quarter driven by an increase in the number of larger, long-term 
Azure contracts. Free cash flow during the first half of the year increased 20% to $27.4 billion with the 
company paying $8.9 billion in dividends and repurchasing $15.1 billion of its common stock. For the third 
quarter, Microsoft expects revenues in the range of $48.5 billion to $49.3 billion with cost of goods in the range of 
$15.5 billion and $15.7 billion and operating expenses in the range of $13.1 billion to $13.5 billion. For the full 
2022 year, operating margin is expected to expand thanks to good execution in a strong demand environment 
across the business segments. Digital technology is essential to businesses and consumers. Microsoft is well 
positioned with innovative and high value products to drive long-term revenue and profit growth. 

 

3M- MMM posted fourth quarter sales that were relatively flat at $8.6 billion due to supply chain challenges with 
net income and EPS decreasing 4% to $1.3 billion and $2.31, respectively. Total sales declined 2.2% in Safety 
and Industrial due to a decrease in roofing granules and personal safety. Consumer segment sales increased 
4.1%, Health Care sales slightly increased and Transportation and Electronics sales decreased 1.5%. For the full 
year, 3M reported a 10% increase in sales to $35.4 billion with net income and EPS increasing 8% to $5.9 billion 
and $10.12, respectively. During 2021, 3M generated a superb 39% return on shareholders’ equity, a 
healthy 19.5% return on invested capital and robust free cash flow of $5.9 billion.  This strong free cash 
flow enabled the company to reduce net debt by $1.2 billion, pay $3.4 billion in dividends and repurchase $2.2 
billion of its own shares during 2021. As previously announced, 3M plans to divest its Food Safety business in 
2022. 3M was able to partially offset inflation pressure during the year with pricing actions. The company is 
seeing the rate of increase in inflation slowing as they enter 2022. Management will provide full-year 2022 
guidance on February 14th.   

 

Raytheon Technologies-RTX reported fourth quarter revenues rose 4% to $17 billion with net income and EPS 
flying more than 400% higher to $686 million and $.46, which included $929 million of acquisition accounting 
adjustments and net significant and/or non-recurring charges. For the full year 2021, revenues increased 14% to 
$64.4 billion with net income of $3.9 billion or $2.58 per share compared to a loss in the prior year resulting from 
the pandemic. Free cash flow increased 97% during the year to $5 billion with the company paying $2.9 
billion in dividends and repurchasing $2.3 billion of its common stock. Backlog at the end of the year was 
$156 billion, including $93 billion from commercial aerospace and $63 billion from defense. Management’s 
outlook for 2022 is for sales of $68.5 billion to $69.5 billion with adjusted EPS of $4.60-$4.80. In addition, free 
cash flow in 2022 is expected to be approximately $6 billion, and the company expects to repurchase at least 
$2.5 billion of RTX shares. “Raytheon Technologies is entering 2022 with continued momentum and resilience. 
The long-term outlook for our commercial aerospace and defense markets remains strong. Our focused A&D 
portfolio and intense focus on program execution position us well to deliver sales, earnings and free cash flow 
growth, as well as margin expansion across all businesses in 2022,” said Raytheon Technologies Chairman and 
CEO Greg Hayes. 

 

Johnson & Johnson-JNJ reported healthy fourth quarter and full year 2021 results with double-digit growth in 
sales and earnings and strength across all business segments. In the fourth quarter, revenues rose 10% to $24.8 
billion with net earnings and EPS more than doubling to $4.7 billion and $1.77, respectively. For the full year, 
revenues rose 14% to $93.8 billion with net income and EPS each up 42% to $20.9 billion and $7.81, 
respectively. Worldwide Pharmaceutical sales increased 14% during the year to $52.1 billion; Medical Devices 
sales increased 18% to $27.1 billion; and Consumer Health sales rose 4% to $14.6 billion. The Consumer Health 
business will not likely be spun off to shareholders until 2023. During 2021, Johnson & Johnson generated 
approximately $20 billion in free cash flow and ended the year in a net debt position of $2 billion. The company 



invested a record $14.7 billion in research and development to advance its promising product pipeline and paid 
$11 billion in dividends during the year. The dividend currently yields a healthy 2.6%. With continued strong 
cash flows, JNJ expects to be in a net cash position in 2022. The company plans to continue to increase 
its dividend in 2022 as it has for 59 consecutive years, make strategic acquisitions to drive future growth 
and resume modest share repurchases. For fiscal 2022, JNJ expects to report sales in the range of $98.9 
billion to $100.4 billion, representing 5.5% to 7.0% growth, with adjusted EPS expected in the range of $10.40 to 
$10.60, representing 6.1% to 8.2% growth, as operating margins are expected to increase 50 basis points in 
2022. 

 

Bank of Hawaii-BOH finished 2021 with solid financial performance despite the continued impacts of the 
pandemic. Fourth quarter revenue increased slightly to $168.9 million with net income up 1.3% to $61.9 million 
and EPS up 2% to $1.55. For the full year, revenue dipped 1.8% to $668.6 million with net income jumping 
62.8% to a record $250.4 million and EPS up 61.9% to $6.25. Return on average assets for the full year 
increased to 1.14% compared with 0.79% in 2020. Return on shareholders’ equity increased to 16.9%. Core loan 
balances grew 6.2% in 2021 and deposits surpassed $20 billion, growing 11.8% in 2021. Overall asset quality 
remained good and capital and liquidity remained strong. The bank paid out 44% of its earnings in 2021. The 
dividend currently yields a hula-inducing 3.3%.  During the fourth quarter, the bank repurchased 87,500 of its 
shares for $7.3 million at an average cost of $83.83 per share with $85.7 million remaining approved for future 
share repurchases. The Hawaii unemployment rate has been steadily improving since the start of the pandemic 
and stood at 6% in November 2021. The very good Hawaiian real estate market finished with a record year. Total 
closed sales increased 18% with the median sales price of $990,000 for single family homes. The median days a 
home stayed on the market was 9 days and inventory remains tight. The condo market is also strong with closed 
sales up 53% in 2021. Visitor daily arrivals to Hawaii recovered strongly during the summer and reached 2019 
levels, prior to the pandemic, which was remarkable without international travelers. Despite the recent downturn 
in visitors due to the Omicron variant, visitor counts should hopefully return to more normal levels in 2022. 
Domestic travelers are eager to visit Hawaii and international travelers should return. 

 

***** 

The stock market went on a wild rollercoaster ride last week with intra-daily swings of 1,000 points on the Dow. 
This resulted from a tug of war between earnings and interest rates. The Federal Reserve is tightening monetary 
policy to combat inflation. The Fed signaled that it would begin raising interest rates as soon as March. As rates 
rise, the present value of future cash flows declines which lowers stock prices. For companies with little or no 
profits or highly elevated valuations, the stock price declines have been sharp and swift.   
 
On the other hand, most of our HI-quality companies reported strong corporate profits for the fourth quarter with a 
positive outlook for future growth. Indeed, Apple and Visa, which both reported strong earnings and cash flows, 
helped turn the market around with strong stock price gains on Friday. Apple’s free cash flow during the fiscal 
first quarter jumped 25% to a record $44.2 billion with the company paying $3.7 billion in dividends and 
repurchasing $20.5 billion of its common stock during the quarter. Thanks to its strong cash flows, Visa 
announced a 17% increase in its quarterly dividend and added $12 billion to the company’s share repurchase 
program during the quarter. Mastercard is optimistic that the pandemic is moving towards an endemic with 
spending moving in the right direction especially in the travel sector. Mastercard reaffirmed its growth objectives 
for 2022-2024 with revenues expected to compound at a high teens rate and EPS at a rate in the 20% range. 
Other notable news during the week came from Tractor Supply which increased its dividend a hefty 77% and 
expanded its share repurchase program by $2 billion thanks to a bumper crop of cash flows. In addition, 
Canadian National announced a 19% increase in its dividend, which marks the 26th consecutive year of dividend 
increases. In addition, Canadian National also approved a new C$5 billion share repurchase program over the 
next 12 months. With continued strong cash flows, Johnson & Johnson expects to be in a net cash position in 
2022. The company plans to continue to increase its dividend in 2022 as it has for 59 consecutive years, make 
strategic acquisitions to drive future growth and resume modest share repurchases. 



 
As we updated our valuation models to reflect the strong financial results of our HI-quality companies, we believe 
most of these businesses now appear attractively valued even factoring in a period of rising interest rates. While 
turbulent markets may make investors queasy, volatility is the friend of the long-term investor if HI-quality 
companies “go on sale.”  As demonstrated in the financial reports above, our companies have the financial 
strength to continue to pay dividends, repurchase shares and make acquisitions to drive long-term shareholder 
value. This week more of our HI-quality companies will report earnings including UPS, Alphabet, Meta Platforms 
and Starbucks. Stay tuned! 
 
If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


