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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 35,819.56  +0.4% +17.0% 

S&P 500 4,605.38              +1.3% +22.6% 

NASDAQ 15,498.39  +2.7% +20.3% 
. 

 
For the week ending October 23, initial claims declined by 10,000 to 281,000, marking the lowest level for initial 
claims since March 14, 2020. Continuing claims for the week ending October 16 decreased by 237,000 to 2.243 
million, which was also the lowest level since March 14, 2020. The improving trend in jobless claims reflects the 
massive number of job openings and the recurring acknowledgment of labor shortages heard from companies 
reporting earnings. 

 
Third quarter GDP increased at an annualized rate of 2.0%, which was the slowest growth in over a year as the 
Delta variant of the coronavirus resulted in new restrictions and delays in the reopening of business in some parts 
of the country.  Consumer spending was also curtailed as the positive impacts from stimulus checks and other 
economic relief delivered by the government earlier this year dwindled. In addition, supply chain challenges have 
capped companies' abilities to keep up with consumer demand.  

Personal income declined 1.0% month-over-month in September with the expiration of unemployment benefits 
and decreases in general in government social benefits. Personal spending was up 0.6% month-over-month 
which resulted in consumers spending out of savings to meet their needs. The personal savings rate as a 
percentage of disposable personal income fell to 7.5% from 9.2%.  
 
The PCE Price Index increased 0.3% month-over-month.  On a year-over-year basis, the PCE Price Index was 
up 4.4% versus 4.2% in August demonstrating that inflation remains sticky.  
 
New home sales increased 14.0% month-over-month in September to a seasonally adjusted annual rate of 
800,000.   On a year-over-year basis, new home sales were down 17.6%. The growth in new home sales is 
concentrated in higher-priced homes, as inflation pressures, exacerbated by supply constraints, are curtailing the 
building of lower-priced homes. 
 
The Conference Board's Consumer Confidence Index increased to 113.8 in October from an upwardly revised 
109.8 in September, marking the first upturn in consumer confidence since June. This reflects a feeling of relief 
about the waning impact of the spreading Delta variant and an improvement in income and labor market 
prospects. 
 
The Q3 Employment Cost Index was up 1.3% following a 0.7% increase in the second quarter. Wages and 
salaries, which account for about 70% of compensation costs, increased 1.5%, while benefit costs, which make 
up the remainder of compensation costs, increased 0.9%. While wages and salaries are increasing, it is not 
enough to offset inflation.  
 
The final October University of Michigan Index of Consumer Sentiment dropped to 71.4 from the final reading for 
September of 72.8 as consumers feel the most uncertainty about the year-ahead inflation rate than anytime in 
nearly 40 years. 



 
Total durable goods orders declined 0.4% month-over-month in September and orders, excluding transportation, 
rose 0.4%.  On a year-over-year basis, total durable goods orders were up 23.4%. Excluding transportation, they 
were up 17.3%, underscoring that there was a pickup in business spending activity in September. 
 
During the past week, the Dow gained 0.4%, the S&P 500 rose 1.3% and the NASDAQ advanced 2.7% with all 
major indices ending a not-so-spooky October at record highs thanks to a robust earnings season.  

 

HI-Quality Company News 

 

Starbucks-SBUX served up record fourth quarter and 2021 fiscal year results with fourth quarter sales 
percolating up 31% to $8.1 billion, net income jolting ahead to $1.76 billion from $392.6 million reported last year 
and EPS up $1.49 from $0.33 in fiscal 2021. Global comparable store sales increased 17%, driven by a 15% 
increase in transactions and a 2% increase in average ticket. U.S. same store comps increased 22% as 
consumers returned to coffee shops at record levels while China comp store sales slumped 7%, pressured 
by COVID-related restrictions that impacted 80% of stores in China during the quarter. For fiscal 2021, sales 
increased 24% to a record $29.1 billion with net income and EPS up more than three-fold to $4.2 billion and 
$3.54, respectively. During the fiscal year, Starbucks generated a 13.4% return on assets and $4.5 billion in free 
cash flow, representing a strong 108% of net earnings. The company returned $2.1 billion to shareholders 
through dividend payments during fiscal 2021. No shares were repurchased during the fiscal year. Starbucks 
ended the quarter with $6.9 billion in cash and investments and $13.6 billion of long-term debt. To attract and 
retain high-quality talent needed to expand its U.S. store footprint, leadership announced a major investment in 
wages with the expectation that, by the summer of 2022, all U.S. hourly retail workers who have been with the 
company for two years or more will make an average of nearly $17 an hour with barista hourly rates ranging from 
$15 to $23 dollars an hour across the country.  As a tangible expression of leadership’s confidence that this 
investment in its partners will lead to sustainable long-term growth for shareholders, Starbucks announced a 
new commitment to return $20 billion to shareholders over the next three years. Share repurchases will 
represent about two-thirds of the $20 billion and dividend payments the other third with a targeted 50% dividend 
payout ratio. The company expects to fund the shareholder distributions with additional debt while maintaining its 
BBB rating. In fiscal 2022, Starbucks expects sales to grow in the low-single-digits. Given investments in its labor 
force, commodity inflation, supply chain challenges and the reduction in government subsidies, Starbucks 
expects operating margins of 17% during fiscal 2022. However, higher prices, high-quality talent, new automation 
in stores, speedier cooking equipment and other investments will help push its operating margin to its ongoing 
target of 18% to 19% in fiscal 2023 and beyond. 

 

Stryker-SYK reported third quarter sales increased 11.3% to $4.2 billion with net income and EPS decreasing 
30% to $438 million and $1.14, respectively. Adjusted net earnings and EPS increased 3% to $842 million and 
$2.20, respectively. By business segment, Orthopedics sales increased 16.1% to $1.5 billion, driven by a 49% 
gain in the Extremities business. MedSurg net sales increased 9.4% to $1.8 billion, led by the instruments and 
Endoscopy businesses. Neuro technology and spine sales grew 7.3% to $0.9 billion, bolstered by a 15% 
increase in Neurotechnology. During the first nine months, Stryker generated $2.3 billion in cash from 
operations and $1.9 billion in free cash flow with the company returning $713 million to shareholders 
through dividend payments. Stryker ended the quarter with $2.6 billion in cash and investments, $12.6 billion in 
debt and $14 billion in shareholders’ equity. Due to the volatility experienced because of COVID as well as the 
labor and staffing environment in healthcare potentially hindering an accelerated recovery, the company updated 
its fiscal 2021 outlook. Stryker now expects sales growth in the range of 7% to 8% from 2019, and now expects 
EPS to be in the range of $9.08 to $9.15. 



 

Apple-AAPL reported record fourth quarter results despite supply constraint headwinds to revenue of $6 billion. 
During the fourth quarter, revenues rose 29% to $83.4 billion with net income soaring 62% to $20.6 billion and 
EPS jumping nearly 70% to $1.24. Service and Mac revenues reached new all-time highs in the fourth quarter. 
For the full year, Apple’s Services, including Cloud, Music, Video, Apple Pay, and the App Store, topped $68 
billion with Services revenues more than tripling in the past six years. Apple ended the year with more than 745 
million paid subscriptions to its services, which was up 160 million from last year.  For the full year, revenues rose 
33% to a record $365.8 billion with net income advancing 65% to $94.7 billion and EPS growing 71% to $5.61. 
Apple set new revenue records in all their geographic segments and product categories as well as in its 
active installed base of devices thanks to its unmatched customer loyalty and strength of its ecosystem. Return 
on shareholders’ equity was an amazing 150% for the year.  Free cash flow for the year rose 27% to $93 
billion with the company paying $14.5 billion in dividends and repurchasing $86 billion of its common 
shares. The company ended the year with $191 billion in cash and investments, $109 billion in long-term debt 
and $63 billion in shareholders’ equity on its shiny balance sheet. During the first fiscal quarter of 2022, which 
includes the important holiday season, Apple continues to see robust demand for all its products with record 
sales expected in all product categories except the iPad, which will face supply constraints. Supply constraints, 
notably chip shortages, are expected to exceed $6 billion during the first fiscal quarter. Gross margin during the 
first quarter is expected in the range of 41.5%-42.5% with operating expenses expected in the range of $12.4 
billion to $12.6 billion. 

 

T. Rowe Price-TROW reported third quarter revenues rose 22% to nearly $2 billion with net income and EPS up 
21% to $757.7 million and $3.31, respectively. Thanks to strong market appreciation during the quarter, assets 
under management rose 23%, or $301.9 billion, from the prior year period to end the quarter at $1.6 trillion. Long-
term investment performance remains strong, although there were $6.4 billion in outflows during the quarter as 
some investors continue to reposition away from growth. The company recently announced an acquisition of 
Oak Hill Advisors (OHA), a leading alternative credit manager with $53 billion of capital under 
management. Under the terms of the transaction, T. Rowe Price will acquire 100% of the equity of OHA 
and certain other entities that have common ownership for a purchase price of up to approximately $4.2 
billion, with $3.3 billion payable at closing, approximately 74% in cash and 26% in T. Rowe Price common stock, 
and up to an additional $900 million in cash upon the achievement of certain business milestones beginning in 
2025. The purchase price includes the retirement of OHA debt outstanding at closing. Excluding amortization of 
intangibles and the expense impact of the earnout, the transaction is expected to be accretive to T. Rowe Price 
diluted earnings per share by a low-to-mid single digit percentage in 2022. OHA, a leading alternative credit 
manager, will become T. Rowe Price's private markets platform, accelerating T. Rowe Price's expansion into 
alternative investment markets and complementing T. Rowe Price's existing global platform and ongoing 
strategic investments in its core investments and distribution capabilities. The company’s balance sheet remains 
strong with more than $7.3 billion in cash and investments and no long-term debt. During the first nine months, T. 
Rowe Price has repurchased 2.9 million shares, or 1.3% of its outstanding common stock, for $526.6 million at 
an average price of $182.27 per share. 

  

Mastercard-MA reported third quarter revenues rose 30% to $5 billion with net income charging 59% higher to 
$2.4 billion and EPS up 62% to $2.44. This strong performance was driven by healthy domestic spending and 
solid growth in cross-border spending which has recently returned to pre-pandemic levels as borders 



have reopened for travel. Gross dollar volume growth in the third quarter was 20% on a local currency basis to 
$2.0 trillion. Cross-border volume growth traveled 52% higher while switched transactions increased 25%. 
Mastercard is extending the scale and power of its trusted network through innovations like the new Mastercard 
Installments program along with acquisitions to further its efforts in cryptocurrency services and open banking. 
Free cash flow increased 28% year-to-date to nearly $6 billion with the company paying $1.3 billion in 
dividends and repurchasing $4.6 billion of its common stock, including 4.3 million shares in the third quarter 
for $1.6 billion at an average cost of $372.09 per share. The company has approximately $4.8 billion remaining 
authorized for future share repurchases. For the fourth quarter, Mastercard expects 23% revenue growth and 
expanding operating margins given the strength in domestic spending as people get out more while e-commerce 
remains strong, the resurgence in international travel and  new products and services.  As of September 30, 
2021, the company’s customers had issued 2.9 billion Mastercard and Maestro-branded cards. 

 

Baxter International-BAX reported third quarter revenue increased a healthy 9% to $3.2 billion with net income 
increasing 26% to $450 million and EPS increasing 29% to $0.89. Adjusted net income and EPS increased 20% 
and 23%, respectively. U.S. revenue totaled $1.3 billion, up 6%, and international sales of $1.9 billion increased 
10%. All three of Baxter’s geographic segments – Americas, EMEA and APAC – contributed to positive 
performance for the quarter, reflecting the steady impact of pandemic recovery in many global markets 
compared to last year. Additionally, all of Baxter’s product categories contributed to positive year-over-year global 
growth in the third quarter, led by increased sales in BioPharma Solutions, which benefitted from multiple 
collaborations to help manufacture COVID-19 vaccines on a contract basis. Medication Delivery sales growth 
advanced low-double-digits, driven by strength in the U.S. for the company’s IV therapies and infusion systems 
product. Strong international performance in Pharmaceuticals helped offset lower U.S. sales. Clinical Nutrition, 
Acute Therapies and Advanced Surgery all delivered mid-single-digit growth during the quarter, driven by 
ongoing demand for the company’s products, particularly outside the U.S. Year-to-date, Baxter generated $1.0 
billion in free cash flow with the company returning $990 million to shareholders through dividends of 
$390 million, up 14% from last year, and share repurchases of $600 million. Although $1.3 billion remains 
under the current repurchase authorization, the company expects moderate near-term share repurchases on the 
heels of its $12.4 billion acquisition of Hill-Rom, a leading global provider of medical technology, which is 
expected to close in early 2022. Baxter ended the quarter with $3.26 billion in cash, $5.45 billion in long-term 
debt and $8.8 billion in shareholders’ equity. Given uncertainty surrounding raw materials inflation, supply chain 
disruptions, labor shortages (especially in healthcare) and difficulties in predicting the course of the pandemic, 
Baxter updated its guidance with full year 2021 sales growth now expected in the 7% to 8% range and EPS 
expected in the $2.82 to $2.86 range, up 32% to 34% from 2020. Adjusted EPS are expected to increase 16% to 
17%. 

 

 

Check Point Software-CHKP reported third quarter revenue rose 5% to $534 million with net income declining 
7% to $187 million and EPS decreasing 1% to $1.40. Subscription revenue increased 13% to $190 million, driven 
by triple-digit growth in Infinity platform sales and double-digit growth in Harmony and CloudGuard.   Deferred 
revenue increased 12% over the prior year period to $1.5 billion.  Free cash flow increased 4% during the first 
nine months to $877 million with the company repurchasing 2.64 million shares of its common stock for 
approximately $325 million at an average cost of $123.11 per share. During the quarter, the company 
announced a $2 billion expansion to the share repurchase program with authorization to repurchase up to 
$325 million each quarter. Check Point Software Technologies acquired Avanan, the fastest growing cloud email 
and collaboration security company with plans to tightly integrate Avanan into the Check Point Infinity 
consolidated architecture to deliver the world’s most secure email security offering.  For the fourth quarter, Check 
Point expects revenue in the range of $560 million to $605 million with EPS in the range of $2.02-$2.22. 

 



 

 

Cognizant Technology Solutions-CTSH reported third revenue increased 12% to $4.74 billion with net income 
jumping 56% to $544 million and EPS surging 61% to $1.03 on fewer shares outstanding. Excluding litigation 
expense, restructuring and COVID-19-related charges, EPS increased 9.2% to $1.06. Digital revenue grew 18% 
and now represents 44% of total revenues. Bookings, a key leading indicator for future growth, increased 24%, 
bringing the year-to-date bookings growth to 13%.  By business segment, Communications, Media & Technology 
revenue increased 20% to $739 million, Financial Services increased 5% to $1.54 billion, Products & Resources 
increased 19.4% to $1.11 billion, and Healthcare increased 10% to $1.35 billion. By geography, North American 
revenues increased 10% to $3.5 billion, Europe increased 17% to $914 million and Rest of World revenues 
increased 22% to $344 million. Despite “unprecedented” competition for talent and 37% annualized attrition 
during the quarter, headcount increased 17,000 in the third quarter to 318,400. Cognizant generated $897 
million in free cash flow during the third quarter with the company returning $227 million to shareholders 
during the quarter through dividend payments of $127 million and share repurchases of $100 million at 
an average price per share of $76.10. At quarter end, $2.2 billion remained under the current share repurchase 
program. The company ended the quarter with $2.4 billion in unrestricted cash and short-term investments, $636 
million in long-term debt and $11.55 billion in shareholders’ equity on its clean balance sheet. Given the year-to 
date results, management updated its guidance with revenues expected to reach about $18.5 billion, up 11% 
from last year, with adjusted EPS of $4.02 to $4.06, up from $3.42 last year. 

 

General Dynamics-GD reported third quarter revenues rose 1.5% to $9.6 billion with net earnings up 3.1% to 
$860 million and EPS up 5.9% to $3.07. Aerospace revenues rose 4.6% to $2.1 billion as aircraft deliveries 
ramped up as planned with significant 11% growth in services revenues. Aerospace saw “spectacular” order 
activity with the highest third quarter orders since 2008. The Aerospace book-to-bill ratio was 1.6 times with 
the Gulfstream book-to-bill ratio 1.7 times. Total backlog increased 23% over the prior year period to $14.7 billion 
with the Gulfstream backlog the highest in six years. Marine Systems revenue increased 9.6% during the quarter 
to $2.6 billion with total backlog up 12.8% over the prior year period. The ship repair business is especially 
strong. Combat Systems revenues declined 3.1% to $1.7 billion, although margins expanded resulting in a 2.2% 
increase in operating earnings. Technologies revenues declined 4% to $3.1 billion impacted by supply chain 
delays and chip shortages. Despite the revenue pressure, margins expanded resulting in a 4.1% increase in 
operating earnings. Year-to-date, free cash flow nearly doubled to $2.6 billion with the company paying 
$983 million in dividends and repurchasing $1.5 billion of its common shares. Backlog at the end of the 
quarter was up 8.1% to $88.1 billion. 

 

Automatic Data Processing-ADP reported fiscal first quarter sales increased 10% to $3.8 billion with net 
income up 16% to $701 million and EPS up 18% to $1.65, reflecting improving demand across all business 
segments. Employer Services revenues increased 8% as sales productivity surpassed pre-pandemic levels and 
PEO Services revenues increased 15% as retention levels remained favorable. Free cash flow during the first 
quarter dropped to $86 million as the company reduced its accounts payable and accrued expenses. During the 
first quarter, the company repurchased $528 million of its common stock and paid $393 million in 
dividends. With a strong start to fiscal 2022, ADP has raised its financial outlook expecting revenue growth of 
7%-8%, new business bookings of 12%-16%, operating margin expansion of 50 to 75 basis points and EPS 
growth of 10% to 12%. 



 

Microsoft-MSFT reported first quarter revenue increased 22% to $45.3 billion with net income increasing 48% to 
$20.5 billion and EPS increasing 49% to $2.71. Revenue in Productivity and Business Processes was $15 billion, 
up 22%. Office Commercial Products and cloud services revenue increased 18% driven by a 23% increase in 
Office 365 Commercial revenue. Dynamics products and cloud services revenue increased 31%, due to a 48% 
jump in Dynamics 365 revenue. Revenue in Intelligent Cloud was $17 billion, up 31%, driven by Azure and other 
cloud services revenue growth of 50%. Revenue in More Personal Computing was $13.3 billion, up 12%, 
highlighted by a 40% increase in Search and news advertising revenue, excluding traffic acquisition costs. 
Surface revenue was down 17%, due to chip shortages. During the quarter, Microsoft generated $18.7 billion 
in free cash flow, up 30% from last year, with the company returning $10.9 billion to shareholders 
through dividend payments of $4.7 billion and share repurchases of $6.2 billion, a 14% increase year-
over-year. 

 

F5 Networks-FFIV reported fourth quarter revenues increased 11% to $682 million with net income and EPS up 
more than 40% to $110.7 million and $1.80, respectively. Adjusted EPS increased 24% to $3.01. Revenue 
growth, which has increased at double-digit rates for four consecutive quarters, was driven by escalating 
demand for applications and heightened security awareness on the heels of high-profile ransomware attacks. 
Product revenues increased 21% to $339.9 million on a 35% jump in software growth and 12% in systems 
growth. Subscription revenue now accounts for 80% of total software sales, up from 76% last year, with recurring 
revenue now accounting for 67% of F5’s total revenues. Global services revenue rose 2% to $342.1 million. By 
geography, Americas grew by 11% and accounted for 59% of total sales, EMEA also grew by 11% and 
accounted for 24% of total sales and APAC grew by 9% and accounted for 17% of the total. For fiscal year 2021, 
revenues increased 11% to $2.35 billion with net income increasing 8% to $331.2 million and EPS up 7% to 
$5.34. App security, which accounted for 35% of total revenue in fiscal 2021, represents a large and growing 
piece of F5’s business with its 38% 3-year compound average growth rate. During fiscal 2021, F5 Networks 
generated a 14% return on shareholders’ equity and free cash flow of $614.5 million, up 2.3% from last year, with 
the company returning $500 million to shareholders through share repurchases. F5 ended the quarter with 
more than $1.0 billion in cash and investments, $350 million in long-term debt taken on for the Shape acquisition 
and $2.4 billion in shareholders’ equity on its weather-proof balance sheet. In the first quarter of fiscal 2022, F5 
Networks expects revenues to increase by about 8% from last year’s first quarter with adjusted EPS increasing 
7% at the midpoint of its guidance. Share-based compensation is expected to increase 12% to about $65 million, 
representing nearly 10% of sales. For the full fiscal year, F5 expects to deliver revenue growth of 8% to 9%, 
including software revenue growth of 35% to 40%. During fiscal 2022, F5 expects to repurchase $500 million of 
its shares and beginning in fiscal 2023, F5 intends to return 50% of free cash flow to shareholders through share 
repurchases. 

 

UPS-UPS reported third quarter revenues rose 9% to $23.2 billion with net income advancing 19% to $2.3 billion 
and EPS up 18% to $2.65. Performance was better than anticipated across all three business segments thanks 
to strong expense control resulting in double-digit operating margins in all segments. Higher labor costs are being 
mitigated by improved productivity. U.S. Domestic revenue growth rose 7% to $14.2 billion and was driven by a 
12% increase in revenue per piece. International revenues increased 15% to $4.7 billion with strong growth from 
all regions. Supply Chain Solutions revenues increased 8% to $4.3 billion led by Forwarding and Logistics sales 



which jumped 35%. In response to strong customer demand, UPS is expanding weekend service to 90% of the 
United States population. The company’s healthcare logistics is on track to deliver one billion doses of COVID-19 
vaccines this year with 99.9% on-time delivery. Free cash flow increased 52% year-to-date to a record $9.2 
billion with the company paying $2.6 billion in dividends and repurchasing $500 million of its common 
stock as part of its new $5 billion share repurchase program. The company is on track to generate $10.5 
billion in free cash flow for the full year while significantly expanding its return on invested capital to 29% for the 
year. Despite the Delta variant and supply chain disruptions, UPS expects fourth quarter global GDP to grow 
3.8% with U.S. GDP up 4.9%. UPS is well positioned for the peak holiday shipping season and raised its 
outlook to 13.8% revenue growth for the full year with the adjusted operating margin outlook raised to 13%. UPS 
announced it expects to increase rates 5.9% in 2022. 

 

Alphabet-GOOGL reported third quarter revenue jumped 41% to $65.1 billion with net income advancing 68% to 
$18.9 billion and EPS up 72% to $28.44. These strong financial results were driven by 43% growth in Google 
advertising with particular strength in retail advertising spending. YouTube ads increased 43% to $7.2 billion in 
the quarter with only a modest impact from Apple’s new privacy policies. Music and premium subscribers for 
YouTube have surpassed 50 million. Google other revenues increased 23% to $6.8 billion thanks to hardware 
and Fitbit sales. Android 12 is receiving great reviews. Google Cloud sales rose 45% to $5 billion during the 
quarter as the digital transformation and shift to hybrid work continues and the company announced 20 
new and expanded partnerships. Google’s Cloud services are helping organizations collaborate and stay 
secure. Other Bets generated modest revenue of $182 million while incurring $1.3 billion in losses as the 
company continues to invest in ventures such as Waymo, with its autonomous vehicle service expanding to San 
Francisco from Phoenix. Year-to-date, Alphabet’s free cash flow increased 89% to $48.5 billion with the 
company repurchasing $36.8 billion of its common shares. As of quarter end, Alphabet boasted a strong 
balance sheet with $168.1 billion in cash and investments, $14.2 billion in long-term debt and $244.6 billion in 
shareholders’ equity. Alphabet sees a lot of unevenness in global growth as economic recovery rates differ 
among geographies. While uncertainty looks like the “new normal,” businesses need as much help today as they 
did at the beginning of the pandemic. Alphabet expects growth in the fourth quarter will moderate. 

 

Raytheon Technologies-RTX reported third quarter revenues rose 10% to $16.2 billion with net income flying 
827% higher to $1.4 billion and EPS up 830% to $.93. Net income during the quarter included $496 million of 
acquisition accounting adjustments and net significant charges. Free cash flow increased 56% through the 
first nine months to $2.8 billion. Raytheon ended the quarter with approximately $7.5 billion in cash and 
investments, $30.7 billion in long-term debt and $71.3 billion in shareholders’ equity. Raytheon’s defense 
business remains strong with a robust defense backlog of $65 billion. Total backlog at the end of the third quarter 
was $156.1 billion, including $91.1 billion from commercial aerospace. During the quarter, Raytheon paid $751 
million in dividends and repurchased $1 billion of its common stock. Management expects some disruption 
to the supply chain due to the vaccine mandate, which comes into effect in December. However, the company 
has an intense focus on cost reduction and operational execution and has the confidence to raise guidance due 
to its strong performance during the year. The updated full 2021-year outlook anticipates sales of $64.5 billion, 
adjusted EPS of $4.10 to $4.20 and free cash flow of $5.0 billion. 

 

3M-MMM posted a 7.1% increase in third quarter sales to $8.35 billion with net income and EPS flat at $1.4 
billion and $2.45, respectively. Overall end market demand remained strong across all business groups and 
geographies. Safety and Industrial sales grew 7.2% to $3.2 billion, led by industrial demand for adhesives and 
tapes and abrasives, partially offset by declines in roofing granules and respirators on difficult COVID-related 
comps. Transportation and Electronics increased 5.8% to $2.45 billion, driven by advanced materials and 
transportation safety. Electronic sales declined, squeezed by the continued impact of semiconductor constraints. 



Health Care grew by 4.1% to $2.25 billion, led by food safety, oral care and health information systems, partially 
offset by a dramatic drop in disposable respirator sales. Consumer sales increased 8.1% to $1.4 billion on 
continued strength in home improvement and home cleaning and improving office and stationary demand driven 
by the reopening of schools. Operating margins declined 290 basis points from last year as higher raw material 
cost more than offset price increases of 1.4%. During the third quarter, 3M generated operating cash flow of $1.9 
billion with adjusted free cash flow of $1.5 billion, representing free cash flow conversion of 107 percent. 3M 
returned $1.4 billion to shareholders in the third quarter, including $856 million in cash dividends and 
$527 million of share repurchases. 3M ended the quarter with $5.7 billion in cash and investments, $16.2 
billion in long-term debt and $14.5 billion in shareholders’ equity. Given ongoing supply chain disruptions, 
inflationary pressures and logistics challenges coupled with strong end market demand, 3M updated its 2021 
guidance. Total sales are expected to increase 9% to 10% from prior guidance of 7% to 10% with EPS in the 
range of $9.70 to $9.90 from prior guidance of $9.70 to $10.10. 

 

Facebook-FB reported third quarter revenues jumped 35% to $29 billion with net income up 17% to $9.2 billion 
and EPS rising 19% to $3.22. Facebook’s daily and monthly active users each increased 6% to 1.93 billion and 
2.91 billion, respectively. Family daily active people increased 11% to 2.81 billion with family monthly active 
people up 12% to 3.58 billion. The strong revenue results occurred despite headwinds including a change in 
Apple’s platform related to privacy, moderating e-commerce growth from the heights of the pandemic and 
renewed lockdowns in Asia as COVID resurged. Profit margins were lower during the quarter due primarily to 
increased legal and employee costs. Headcount increased 20% year-over-year to 68,177 as of quarter end. Free 
cash flow increased 86% through the first nine months to $26.4 billion with the company repurchasing 
$24.5 billion of its common stock. With a fortress balance sheet as of quarter end that boasted $58 billion in 
cash and investments, no long-term debt and $133 billion in shareholders’ equity, Facebook announced it was 
increasing its share repurchase program by $50 billion. Starting next quarter, Facebook plans to break out 
Facebook Reality Labs (FRL) as a separate reporting segment. Facebook is investing significant resources 
toward augmented and virtual reality products and services as part of the metaverse. The FRL investment is 
expected to reduce overall operating profit by $10 billion in 2021. Facebook expects to make significant 
investments in FRL and artificial intelligence and machine-learning over the next three years with this segment of 
the business not turning profitable until later in the decade when Facebook expects to have 1 billion users 
spending hundreds of billions of dollars on digital commerce in this groundbreaking technology. For the fourth 
quarter of 2021, Facebook expects revenues in the range of $31.5 billion to $34 billion. Revenue growth is 
expected to moderate in 2022. Expenses for the full year 2021 are expected in the range of $70-$71 billion with 
2022 expenses for the full year expected in the range of $91-$97 billion, driven by investments in technical and 
product talent and infrastructure-related costs. Capital expenditures in 2021 are expected to approximate $19 
billion and jump to $29-$34 billion in 2022, driven by investments in data centers, servers, network infrastructure 
and office facilities. 

In other news, Facebook announced a name change to Meta Platforms, to trade under new ticker "MVRS" 
starting Dec. 1. Meta brings together Facebook’s apps and technologies under one new company brand. Meta's 
focus will be to bring the metaverse to life and help people connect, find communities and grow businesses. The 
company’s structure is not changing. However, the company will now report its financial results on two operating 
segments: Family of Apps, including Facebook, Instagram and WhatsApp, and Reality Labs, its virtual reality 
products and services used for social connection, entertainment, gaming, fitness, work, education and 
commerce. 

  

Bank of Hawaii-BOH reported third quarter revenues increased 1.4% to $168.2 million with net income and EPS 
rebounding 60% to $62.1 million and $1.52, respectively. Net interest income increased 2.1% to $126.8 million 
and net interest margin dipped 35 basis points to 2.32%, largely due to continued strong deposit growth and 



lower interest rates that were partially offset by higher fees from the Paycheck Protection Program, excess 
liquidity deployment and core loan growth which increased 2.4% to $12.1 billion. Non-interest income of $41.4 
million dipped 0.9% from last year. Management expects non-interest income of $42 million during the fourth 
quarter from increasing deposit fees, service charges and other transaction fees as it emerges from the negative 
impact of the Delta variant and the economy continues to reopen. Return on average assets increased to 1.07% 
from 0.76% last year and return on average common equity was 17.06%, up from 11.01% last year. Bank of 
Hawaii’s efficiency ratio increased to 57.38% from 54.22% last year on a 7.3% jump in noninterest expense, 
driven higher by incentive and share-based compensation and other expenses. Bank of Hawaii’s loan portfolio 
remains solid with 78% of its portfolio (excluding PPP loans) secured with quality real estate with a combined 
weighted average loan to value of 56%. Total deposits increased 15.5% to $20.5 billion, and the investment 
securities portfolio increased 9.2% to $9.3 billion as growth in deposits continued to outpace loan growth. The 
company’s strong and stable deposit base remains a readily available source of liquidity for continued income 
growth and asset sensitivity of the balance sheet positions the bank well for rising interest rates. Capital levels 
remain strong with a healthy excess over capital requirements further positioning the bank for continued 
growth. During the third quarter, Bank of Hawaii repurchased 241,300 shares for a total cost of $20 million, or 
$82.89 per average share, with $93.1 million remaining under the current authorization. 

***** 

October has a reputation for being a spooky month for investors. However, this past October treated investors to 
the biggest monthly gains of the year as all major indices ended the month at record highs. Corporations reported 
more treats than tricks in their strong third quarter results despite the frightening Delta variant, snarled supply 
chains, scary inflationary pressures and a labor force populated by ghosts. Most of our HI-quality companies 
reported strong double-digit growth in sales, earnings and free cash flows thanks to robust demand for their 
products and services. As a result, our goody bag was filled with growing dividends and share repurchases which 
would make any Jack-O’-Lantern smile.   
 
 
If you have any questions, please let us know.  
 
 
 
Sincerely, 

Ingrid R. Hendershot 
President 


