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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 28,133.31 -1.8% -1.4% 

S&P 500 3,426.96 -2.3% +6.1% 

NASDAQ 11,313.13 -3.3% +26.1% 

 

Another 881,000 Americans filed for first-time unemployment insurance benefits last week. This number is a 
pandemic-era low but remains elevated on a historical basis. Continuing claims for the week ended August 22 
were 13.254 million. More than 50 million Americans filed new jobless claims between the week ended March 20 
through the end of August. 
 
The US economy added back a greater than expected 1.4 million jobs in August. The unemployment rate 
improved to 8.4% in August for the first reading below 10% since March, as employers continued to bring back 
workers.  
 
However, the Labor Department’s data on “permanent job losers,” or those who do not expect to be called back 
from temporary layoffs, is a warning sign of the longer-term impacts of the pandemic on the labor market. In 
August, the number of permanent job losers increased by 534,000 to 3.4 million. Since February, the number of 
individuals counted as permanent job losers has increased by 2.1 million. 
 
The Commerce Department said the trade deficit jumped 18.9% to $63.6 billion, the highest since July 2008 amid 
a record increase in imports. The coronavirus crisis severely disrupted trade flows, which are now picking up. 
 
The ISM Manufacturing Index for August increased to 56.0% from 54.2% in July. The August reading is the 
highest level for the index since January 2019. This expansion reflects an encouraging rebound in manufacturing 
activity following the sharp contraction seen in April and May. 
 
Last week, the markets declined amid a rise in volatility with the Dow down 1.8%, the S&P 500 falling 2.3% and 
the NASDAQ giving back 3.3%.  Technology and momentum stocks are pulling back from overheated valuations. 
 

HI-Quality Company News 

 

 

Fastenal-FAST reported net sales declined 2.2% to $465.2 million during August with average daily sales up 
2.5% to $22.2 million. Daily sales growth declined 5% in manufacturing and 13.5% in non-residential 
construction. Daily sales growth by product line increased 35% in safety products and declined 7% and 2% in 
fasteners and other products, respectively. 



 

UPS-UPS and eBay, the global commerce leader that connects millions of buyers and sellers, announced a new 
collaboration to expand shipping options on eBay's global marketplace. eBay supports its sellers by bringing 
them the best tools and services for their business needs, and beginning later this week, the company will offer 
sellers even more choice when it comes to how they ship with the option to use UPS as an integrated service. 
The full launch of this new shipping option will be available to all sellers by the end of September. 

 

Brown-Forman-BFB reported first quarter sales declined 2% (+3% on an underlying basis) to $753 million with 
net income up 74% (+15% on an underlying basis) to $342 million and EPS up 73% to $.67. The sharp increase 
in EPS was helped by an estimated $.19 per share gain from the sale of the Canadian Mist, Early Times and 
Collingwood brands and an $.08 per share tax benefit.  The United States and developed international markets 
grew underlying sales 9% and 12%, respectively, while underlying sales in emerging markets declined 3%. 
Travel Retail saw substantial volume declines reflecting travel bans. Management does not expect Travel Retail 
sales to rebound this year. Jack Daniel’s family of brands grew underlying net sales 3% thanks to expanding 
consumer demand as folks are enjoying spirits at home during the pandemic. Premium bourbons grew 
underlying sales 18% driven by Woodford Reserve’s 14% growth and sustained high double-digit growth from 
Old Forester. The tequila portfolio grew underlying sales 16% with consumers making more margaritas at home. 
While gross margin declined due to higher input costs and unfavorable mix related to the closures in the on-
premise channel, the company’s lower advertising and lower discretionary spending helped underlying operating 
income increase 15%. Free cash flow increased 49% during the first quarter to $76 million. With a strong 
financial position and solid cash flows, Brown-Forman is navigating well the headwinds of the pandemic and 
expects to emerge from the crisis in a stronger position. Brown-Forman expects to continue to pay dividends as 
they have over the last 75 years. 

 

Ulta Beauty-ULTA reported second quarter revenues declined 26% to $1.2 billion with net income and EPS 
each down 95% to $8.1 million and $.14, respectively. These results reflect temporary store closures due to the 
impact of COVID-19 during the quarter. In May, the company started phased store re-openings with 90% of 
stores re-opened by the end of June with all stores re-opened by mid-July.  Comparable store sales decreased 
27% during the quarter as transactions declined 36.2% while the average ticket increased 14.9%. Trends 
improved significantly throughout the quarter with comp sales down in the mid-single-digit range for the first three 
weeks of August. Sales from e-commerce operations more than tripled during the quarter.  While the company 
reported negative free cash flow during the first half due to lower earnings, Ulta Beauty ended the first half with 
$1.2 billion in cash. While management is encouraged by the recent improvement in sales trends, they believe it 
will take time to fully return to pre-COVID levels with sales expected to continue to be challenged for the rest of 
the year with comp sales expected to decline in the mid-teens range in the second half. Ulta Beauty is optimizing 
its cost structure to respond to the lower sales. Over the longer term, management is confident the company will 
continue to innovate, improve efficiency and grow as the largest and most admired beauty retailer in the U.S. 

 

Hormel Foods-HRL reported record fiscal third quarter net sales of $2.4 billion, up 4%, with net earnings of $203 
million up 2% from last year. Hormel reported EPS of $0.37, flat to last year. During the quarter, Hormel 
generated $330 million in cash flow from operations, up 59%, with lower levels of inventory and accounts 
receivable driving the increase. Year-to-date, free cash flow increased 56% to $419 million. The company paid its 
368th consecutive quarterly dividend on Aug 17, 2020, at the annual rate of $0.93 per share, an 11% increase 
over the prior year. Hormel ended the quarter with $1.7 billion in cash and investments, $1 billion in long-term 
debt and $6.7 billion in shareholders’ equity on its meaty balance sheet. Even though the COVID-19 pandemic 



has caused a dramatic shift in consumer behavior along with operational disruptions and extreme volatility in raw 
material markets, management remains confident it is well-positioned to successfully weather the pandemic 
outbreak. The CEO said, “In most businesses we are producing more product than we ever have, which is quite 
an accomplishment.” 

 

Berkshire Hathaway-BRKB has acquired slightly more than 5% of the outstanding shares in five of the leading 
Japanese trading companies. The companies, listed alphabetically, are: Itochu, Marubeni, Mitsubishi, Mitsui and 
Sumitomo. These holdings were acquired over a period of approximately twelve months through regular 
purchases on the Tokyo Stock Exchange. Berkshire Hathaway has a long history of substantial, passive holdings 
in successful businesses. For instance, Berkshire Hathaway has held major stakes in Coca-Cola for 32 years, 
American Express for 29 years and Moody’s for 20 years. Berkshire Hathaway’s intention is to hold its Japanese 
investments for the long term. Depending on price, Berkshire Hathaway may increase its holdings up to a 
maximum of 9.9% in any of the five investments. Mr. Buffett expressed his pleasure with the investments: “I am 
delighted to have Berkshire Hathaway participate in the future of Japan and the five companies we have chosen 
for investment. The five major trading companies have many joint ventures throughout the world and are likely to 
have more of these partnerships. I hope that in the future there may be opportunities of mutual benefit.” Berkshire 
Hathaway has 625.5 billion of yen-denominated bonds outstanding, maturing at various dates beginning in 2023 
and ending in 2060. Consequently, the company has only minor exposure to yen/dollar movements. 

 

**** 

On Aug. 30, 2020, Warren Buffett celebrated his 90th birthday.  

Here are some snippets about the occasion from Jason Zweig as reported in The Wall Street Journal: 

The chairman of Berkshire Hathaway Inc. is one of the most successful investors of all time, having amassed a 
net worth estimated at $82 billion. Yet he accrued nearly 90% of that sum after the age of 65. Investing well is 
important but investing well for a long time matters even more. 

From the earliest age, Mr. Buffett has understood that building wealth depends not only on how much your 
money grows, but also on how long it grows. 

Around the age of 10, he read a book about how to make $1,000 and intuitively grasped the importance of time. 
In five years, $1,000 earning 10% would be worth more than $1,600; 10 years of 10% growth would turn it into 
nearly $2,600; in 25 years, it would amount to more than $10,800; in 50 years, it would compound to almost 
$117,400. 

"The way that numbers exploded as they grew at a constant rate over time was how a small sum could turn into 
a fortune," Ms. Schroeder wrote about his epiphany as a boy. "He could picture the numbers compounding as 
vividly as the way a snowball grew when he rolled it across the lawn." 

That isn't easy for most of us to do. People severely underestimate the power of compound growth, and those 
errors worsen over longer time horizons and for higher rates of return. 

Here's a quick quiz inspired by Warren Buffett. If the Dow Jones Industrial Average, about 28500 this week, 
compounds at slightly under 1.6% annually, what will its value be on Dec. 31, 2099? 

The answer: That would take the Dow to 100,000. 

What if the Dow earns an average of 4.6% annually? 

That would bring the index to 1,000,000 by the end of the century. 



Recognizing that every dollar you spend today is $10 or $100 or $1,000 you won't have in the future doesn't have 
to make you a miser. It teaches you to acknowledge the importance of measuring trade-offs. You should always 
weigh the need or desire that today's spending fulfills against what you could accomplish with that money after 
letting it grow for years or decades into the future. And the more often you trade, the more likely you are to 
disrupt compounding and to have to start all over again. 

Now more than ever, as Mr. Buffett continues to show, patience and endurance are investing superpowers. 
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