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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,738.06  -1.0% -4.4% 

S&P 500 4,418.64              -1.8% -7.3% 

NASDAQ 13,791.15 - 2.2% -11.8% 

 
 
The stock market declined during the past week on concerns about inflation and a potential Russia and Ukraine 
conflict with the Dow down 1.0%, the S&P 500 off 1.8% and the NASDAQ dropping 2.2%.   
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
New unemployment claims continued to trend lower to 223,000 for the week ended February 5 with continuing 
claims for the week ended January 29 holding steady at 1.62 million.  The tight labor market may lead to further 
wage inflation. 
 
U.S. inflation accelerated in January, with prices across a wide range of goods and services soaring. Consumer 
prices rose 7.5% on an annual basis, the most in 40 years, amid continued shortages and supply chain 
disruptions. Energy prices were up by 27% on a year-over-year basis in January with crude oil prices rising to a 
seven-year high.  To combat high inflation, the Federal Reserve is expected to begin raising interest rates from 
current near-zero levels starting in March with a potential half-percent interest rate increase followed by further 
interest rate hikes throughout 2022. 

The preliminary reading for the University of Michigan Consumer Sentiment Index for February was not good, 
slumping to 61.7 which is the lowest level for the index in a decade. Consumers see weakening personal 
financial prospects, largely due to inflation.  

 

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: 

  

PepsiCo-PEP reported fourth quarter revenues popped 12% to $25.2 billion with operating profit down 9% to 
$2.5 billion, reflecting higher commodity, transportation and labor costs. Fourth quarter net income and EPS each 
dropped 28% to $1.3 billion and $.95, respectively. Full year 2021, revenue rose 13% to $79.4 billion with 
operating profit up 11% to $11.1 billion. Full year 2021 net income and EPS each increased 7% to $7.6 billion 
and $5.49, respectively. Organic revenue growth accelerated to 9.5% for the full year with revenue growth broad-
based across business segments and geographies as the company increased its brand support, strengthened 
operational execution and built a more sustainable food system. Return on shareholders’ equity during 2021 was 
a tasty 48%. Free cash flow increased 10% during the year to $6.9 billion, with the company returning $5.9 billion 



to shareholders through dividend payments of $5.8 billion and share repurchases of $106 million. For fiscal 2022, 
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 $6.2 billion and share 
repurchases of $1.5 billion. PepsiCo announced a 7% increase in its annualized dividend to $4.60, 
representing the 50th consecutive year of dividend increases. In addition, PepsiCo announced a new 
share repurchase program providing for the repurchase of up to $10 billion of PepsiCo common stock 
through February 28, 2026. In the first quarter of 2022, PepsiCo completed its previously announced divestiture 
of Tropicana, Naked and other select juice brands and expects to record a non-core pre-tax gain of 
approximately $3 billion as a result of this transaction. 

 

The 3M-MMM Board of Directors increased its quarterly dividend 1% to $1.49 per share for the first 
quarter of 2022. 3M has paid dividends to its shareholders without interruption for more than 100 years. 
3M has returned over $14 billion to shareholders through dividends and share repurchase over the last three 
years. Returning value to shareholders remains a priority for the company as it moves forward. 

 

T. Rowe Price Group-TROW announced that its Board of Directors has declared a quarterly dividend of $1.20 
per share payable March 30, 2022, to stockholders of record as of the close of business on March 15, 2022. The 
quarterly dividend rate represents an 11.1% increase over the previous quarterly dividend rate of $1.08 
per share. This will mark the 36th consecutive year since the firm's initial public offering that the 
company will have increased its regular annual dividend.  

In other news, T. Rowe Price reported preliminary month-end assets under management of $1.58 trillion as of 
January 31, 2022, which was a 6.5% decline from year end, reflecting the market pullback. 

 

Mastercard-MA SpendingPulse, which measures in-store and online retail sales across all forms of payment, 
jumped 7.2 percent year-over-year — and was buttressed by a 10.4 percent gain in online sales. “Despite the 
shadow of Omicron and elevated inflation, consumer spending was buoyed by pent-up savings, wage growth and 
the continued reopening of the ‘experience economy,'” Mastercard said in a statement. “Beneficiaries included 
department stores, apparel and luxury, which all saw double-digit growth.” January apparel sales rose 37.6 
percent — which the company said was “the strongest growth rate for January in SpendingPulse history.” 

 

***** 

It is not surprising that stock market volatility has jumped over concerns about rising inflation and interest rates 
and growing geopolitical tensions between Russia and Ukraine. At the same time, last week brought us 
reminders of the steady dividend increases our high-quality companies have provided over the decades despite 
numerous wars, conflicts, inflationary periods, panics, recessions and the recent global pandemic. T. Rowe Price 
increased its dividend an inflation-beating 11%, marking the 36th consecutive year of dividend increases. 
PepsiCo popped its sweet dividend 7% higher, representing the 50th consecutive year of dividend increases, 
while 3M has paid a super bowl of dividends for more than 100 years without interruption. If long-term investors 
focus on the steady increase in the cash flows and dividends of their high-quality companies, then market 



volatility becomes less worrisome and simply provides an opportunity to buy stocks if they become mispriced. 
Attractively valued stocks with growing dividends are a combination even Cupid would love on Valentine’s Day! 
 
If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


