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MARKET INDEX CLOSE 
11-4-22 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 32,403.22             -1.4% -10.8% 

S&P 500   3,770.55             -3.3% -20.9% 

NASDAQ 10,475.25             -5.6% -33.0% 

 
 

U.S. stocks posted a weekly loss following a stronger than expected jobs report and another interest rate hike of 
0.75%. Stocks bobbled amid Fed Chair Powell's comments in which he reiterated the central bank's aim to cool 
the robust labor market to tame inflation. The stock market fell for the week with the Dow dipping 1.4%, the S&P 
500 shedding 3.3% and NASDAQ falling 5.6%.        

Economic Releases 

A summary of economic releases during the past week which may impact the financial markets: 
 
The U.S. Labor Department nonfarm payrolls grew by 261,000 in October with notable job gains in health care, 
professional & technical services and manufacturing. While down considerably from gains posted last year, 
leisure & hospitality jobs grew at a solid pace. Other major industries, including mining, construction, retail, 
information and government saw little change. Monthly job growth has averaged 407,000 thus far in 2022, 
compared with 562,000 per month in 2021 and 164,000 per month in 2019, signaling that while still very strong, 
some froth has come out of the labor market.  

In October, average hourly earnings for all employees on private nonfarm payrolls rose by 0.4 %, to $32.58. Over 
the past 12 months, average hourly earnings have increased by 4.7 %, down from 5% in September, but well 
above the level consistent with inflation returning to the Fed’s 2% target.  

The unemployment rate increased to 3.7% in October from 3.5%. The number of unemployed rose by 306,000 to 
6.1 million and the labor participation rate, or share of adults holding or seeking jobs, dipped to 62.2% from 
62.3%.  

The Labor Department's Job Openings and Labor Turnover Survey (JOLTS), a measure of unmet demand for 
labor, showed an unexpected increase of 437,000 to 10.7 million jobs available to be filled in September, well 
above the 5.8 million unemployed people seeking work that month. Job openings increased in most industries 
but declined in manufacturing and wholesale trade. Openings remain elevated compared with a 7.2 million 
average in pre-pandemic 2019.  

For the week ended 10/28/2022, initial jobless claims—a proxy for layoffs—were a seasonally adjusted 217,000, 
nearly identical to the prior week. Continuing claims—a proxy for the number of people with ongoing 
unemployment benefits—increased to 1.49 million in the week ended October 22 from 1.44 million a week 
earlier. Those numbers are below pre-pandemic weekly totals but above 1.31 million in mid-May, which was the 
lowest in 53 years.  



Nonfarm labor productivity rose at a 0.3% annual pace in the third quarter after two straight sharp quarterly 
declines as output rose 2.8% and hours worked increased 2.4%. Unit-labor costs, a key measure of 
wages, cooled to a 3.5% gain in the third quarter, down from 8.9% during the second quarter. 

Construction spending unexpectedly rose 0.2% month-over-month (m/m) in September compared to August's 
upwardly revised 0.6% drop. Residential spending increased 0.2% m/m, while non-residential spending was 
unchanged. According to the Mortgage Bankers Association, mortgage applications edged 0.5% lower in the 
week ending October 28th, the sixth consecutive decline, on a 0.8% decline in the purchase index. The 30-year 
mortgage rate fell 10 basis points to 7.06%, the first decline in eleven weeks, but on par with levels not seen 
since 2001. Mortgage applications fell 41% from a year earlier. 

 
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: 
 

 

Fastenal reported October net sales and average daily sales each increased 13.6% to $603.7 million and 
$28,750, respectively. Double-digit daily sales growth was generated in North America while the rest of the world 
declined. Manufacturing sales jumped 19% while non-residential construction sales were up 1%. All 
product lines generated double-digit sales growth led by Safety products which were up 14.7%. More than 80% 
of the company’s Top 100 national accounts are growing while 67% of the company’s public branches were 
growing. Headcount was up 9% to 22,210 at the end of October. 

 

Starbucks reported fourth quarter sales increased 3% to $8.4 billion with net income declining 50% to $878 
million and EPS down 49% to $.76. Global comparable store sales increased 7%, driven by an 8% increase 
in average ticket. U.S. same store comps increased 11%, driven by a 10% increase in average ticket and a 1% 
increase in comparable transactions. International comparable store sales decreased 5% and China comparable 
store sales declined 16%, both primarily impacted by a decline in comparable transactions. During the quarter, 
Active Starbucks Rewards Memberships were up 16% in the U.S. to 28.7 million members. For fiscal 2022, 
sales increased 11% to a record $32.3 billion with net income and EPS both down slightly over 20% to $3.3 
billion and $2.83, respectively. Operating margin decreased 250 basis points to 14.3%, primarily driven by 
investments and growth in labor including enhanced store partner wages, inflationary pressures, as well as sales 
deleverage related to COVID-19 restrictions in China. During the fiscal year, Starbucks generated a 11.7% return 
on assets and $2.6 billion in free cash flow. The company returned $6.3 billion to shareholders through 
dividend payments of $2.3 billion and share repurchases of $4 billion. The Board of Directors declared a 
cash dividend of $0.53 per share, payable on November 25, 2022.  During the quarter, the company opened 763 
net new stores with China surpassing 6,000 stores, pushing the global store count to a record 35,711 stores. 
Management saw accelerating demand for Starbucks coffee around the world and early evidence of the 
success of their U.S. Reinvention investments in the fourth quarter. Looking ahead to fiscal 2023, Starbucks 
expects sales growth of 10% to 12% and EPS growth near the high end of 15% to 20%. In addition, the 
company expects global comparable store sales growth near the high end of 7% to 9% and global store growth 
of 7%. Management expects meaningfully higher margins in the second half of 2023, as margin benefits 
accumulate from the continued reinvention plan coupled with the expected recovery in China. 



 

Cognizant Technology Solutions reported revenue grew 2.4% to $4.9 billion with net income increasing 
15.6% to $629 million and EPS up 18.4% to $1.22. Adjusted EPS, which excludes discrete tax items, increased 
10.4% to $1.17. By region, North America revenue increased 3.9%, or 4% in constant currency to $3.6 billion, 
Europe increased 3.3%, or 10.3% in constant currency, to $884 million and Rest of World revenue increased 
2.3%, or 9.3% in constant currency, to $352 million. By business segment, Financial Services revenue dipped 
1.5%, up 1.6% in constant currency, to $1.5 billion, driven by digital services among public sector clients in the 
UK and insurance clients, offset by a 180-basis point negative impact from the sale of the Samlink subsidiary 
completed during the first quarter. Health Sciences revenue increased 3.8%, or 5.5% in constant currency, to 
$1.4 billion, driven by digital services among pharmaceutical and healthcare payor clients. Products & Resources 
revenue increased 3.7%, or 8.2% in constant currency, to $1.15 billion, driven by digital services among logistics, 
automotive, consumer goods and travel and hospitality clients. Communications, Media & Technology revenue 
increased 6%, or 10.4% in constant currency, to $783 million, driven by strength among digital native companies. 
Trailing 12-month voluntary attrition of 29% reflects continuing challenges related to staffing. However, 
management continues to focus on attracting, retaining, and rallying employees which is expected to drive down 
attrition during the fourth quarter. Employee attrition along with competition for talent with digital skills led to 
fulfillment challenges that pressured bookings which declined 2% and represented an in-period book-to-bill of 
about 1.0x. Trailing 12-month bookings of $23.1 billion represented a book-to-bill of about 1.2x. During the 
quarter, the company generated $953 million in free cash flow, up 6.2% from last year. Cognizant repurchased 
$300 million of its shares during the quarter at an average cost of $65.22 per share, leaving $1.1 billion 
remaining under the repurchase authorization as of September 30, 2022. On November 2, 2022, the 
company increased its repurchase authorization by $2 billion. During the first nine months of 2022, the 
company generated $1.6 billion in free cash flow and returned $1.53 billion to shareholders through 
repurchases of $1.1 billion and dividends of $425 million. Cognizant ended the quarter with $2.7 billion in 
cash and short-term investments, $636 million in long-term debt and $12.0 billion in shareholders’ equity 
on its pristine balance sheet. Given year-to-date results, continuing fulfillment challenges related to staffing 
shortages along with macroeconomic and geopolitical uncertainties, management lowered guidance for the 
fourth quarter with revenue now expected to decline by 1.2% to 0.2%, or up 2.0% to 3.0% in constant currency, 
to $4.72 billion to $4.77 billion. For the full year, revenues are expected to grow 4.5%, or 7.0% in constant 
currency, to $19.3 billion with EPS in the range of $4.43 to $4.46, up 7% to 8% from last year and down from 
$4.51 to $4.57 previously guided. 

 

Canadian National Railway announced that October was the single best month ever for Western 
Canadian grain movement on CN’s network. The company moved over 3.23 million metric tons of grain from 
Western Canada. This exceeds the previous record set in October 2020 by over 50,000 metric tons and follows 
an all-time record set for weekly movement earlier in the month. These records were accomplished despite some 
challenges in the supply chain that CN and its supply chain partners addressed by working together. 

 

 

 



  

Booking Holdings reported strong third quarter financial results with record revenues traveling 29% 
higher, or 47% on a constant currency basis, to $6.1 billion with net income and EPS both more than 
doubling to $1.7 billion and $41.98, respectively. Third quarter gross travel bookings soared 36%, or 52% on 
a constant currency basis, to $32.1 billion. Room nights booked in the third quarter jumped 31% to 240 million. 
Rental car days motored 25% higher while airline tickets flew 45% higher. Year-to-date, free cash flow jumped 
75% to $4.1 billion with the company repurchasing $4.3 billion of its common stock. Booking has 
reduced its shares outstanding by 5% since the beginning of the year. In October, the company 
repurchased an additional $595 million of its common stock with $5.6 billion remaining authorized for future share 
repurchases. The company is gaining market share with 45% of its bookings done directly on its own app, which 
is the most downloaded online travel app which enables the company to directly engage with travelers. Despite 
rising concerns about the macroeconomic environment, the company is encouraged by an improvement in room 
night trends which continued into October and by the strong level of bookings for travel in early 2023. The 
company is not seeing travelers trading down to cheaper travel or shortening their stays.  The company is seeing 
travel growth in all geographic regions with Asia’s delayed travel now recovering to exceed pre-pandemic levels. 

 

 

Stryker reported third quarter sales increased 7.7% to $4.5 billion with net income jumping 86% to $816 
million and EPS up 88% to $2.14. Adjusted net earnings and EPS decreased 4% to $810 million and $2.12, 
respectively. Adjusted net earnings were impacted by worsening foreign currency and ongoing inflation, which is 
expected to impact full year results. By business segment, MedSurg and Neurotechnology sales increased 
10.2% to $2.6 billion. Organic net sales increased 10.8% in the quarter including 9.8% from increased unit 
volume and 1% from higher prices. Orthopaedics and Spine sales grew 4.4% to $1.9 billion. Organic net sales 
increased 8.7% in the quarter including 11.6% from increased unit volume, partially offset by 2.9% from lower 
prices. During the first nine months, Stryker generated $1.6 billion in free cash flow with the company 
returning $788 million to shareholders through dividend payments. Stryker ended the quarter with $1.5 
billion in cash and investments, $12.7 billion in long-term debt and $16.4 billion in shareholders’ equity. 
Considering third quarter results, the strong order book for capital equipment and the sales momentum in 
Stryker’s implant and capital businesses, management now expects full year 2022 organic net sales 
growth to be in the range of 8.5% to 9%. If foreign currency exchange rates hold near current levels, Stryker 
expects net sales in the full year to be adversely impacted by approximately 4% and adjusted EPS to be 
adversely impacted by approximately $.35 to $.40, to a range of $9.15 to $9.25.  

 

Johnson & Johnson announced an agreement to acquire Abiomed, a world leader in breakthrough heart, 
lung and kidney support technologies with an 18-year track record of profitable growth, for an upfront 
payment of $380.00 per share in cash, corresponding to an enterprise value of approximately $16.6 
billion which includes cash acquired. Abiomed shareholders will also receive a non-tradeable contingent value 
right (CVR) entitling the holder to receive up to $35.00 per share in cash if certain commercial and clinical 
milestones are achieved. The transaction broadens Johnson & Johnson MedTech’s position as a growing 
cardiovascular innovator, advancing the standard of care in one of healthcare’s largest unmet need disease 
states: heart failure and recovery. Cardiovascular disease is the number one cause of death. All forms of 
cardiovascular disease lead to heart failure, which is a significant cost to health systems due to hospitalizations 



and extended length of stay. The proposed transaction will accelerate pro forma MedTech and Johnson & 
Johnson enterprise revenue growth. Johnson & Johnson expects the transaction to be slightly dilutive to 
neutral to adjusted earnings per share in the first year, considering the impact of financing, and then 
accretive by approximately $0.05 in 2024, and increasingly accretive thereafter. Johnson & Johnson 
expects to fund the transaction through a combination of cash on hand and short-term financing. 
Johnson & Johnson expects to maintain a strong balance sheet and to continue to support its stated 
capital allocation priorities of R&D investment, competitive dividends, value-creating acquisitions and 
strategic share repurchases. The transaction is expected to be completed prior to the end of the first quarter of 
2023. 

 

Berkshire Hathaway-BRKB reported the company’s net worth during the first nine months of 2022 decreased 
by 10%, or $50.8 billion, to $455.4 billion with book value equal to about $310,661 per Class A share as of 
9/30/22. 

Berkshire Hathaway reported third quarter revenues increased 9% to $76.9 billion with all business 
segments reporting revenue growth. Berkshire reported a net loss of $2.7 billion during the third quarter 
compared to $10.3 billion in earnings in the prior year period. Investment gains and losses from changes in the 
market prices of Berkshire’s equity investments will produce significant volatility in earnings. Excluding 
investment and derivative losses of $10.4 billion, operating earnings jumped 20% to $7.8 billion in the 
third quarter, which better reflects the underlying strength of the business. 

The investment losses were primarily paper losses from changes in unrealized gains of equity holdings 
during the third quarter given the stock market’s pullback. Berkshire’s five major equity investment holdings which 
represent about 73% of total equities held, include American Express at $20.5 billion (which charged 17% lower 
during the first nine months of 2022 or $4.3 billion); Apple at $126.5 billion (which dropped 21.5% during the first 
nine months or $34.7 billion); Bank of America at $31.2 billion (which declined $14.8 billion in value since year 
end); and Coca-Cola with the stock dropping 6%, or $1.3 billion, to $22.4 billion at the end of the first nine months 
of 2022. Chevron rounds out the top five at $24.4 billion after Buffett purchased more than $20 billion of Chevron 
during the first quarter. 

During the third quarter, Berkshire’s insurance businesses generated losses from underwriting of $962 
million, which included $2.7 billion from Hurricane Ian, compared to underwriting losses last year of $784 
million, which included $1.7 billion in losses from Hurricane Ida and floods in Europe. Underwriting results were 
also negatively impacted by increases in claims frequencies and severities at GEICO due to significant cost 
inflation in automobile markets. Insurance investment income increased 21% during the quarter to $1.4 
billion, reflecting higher dividend and interest income as interest rates have increased significantly this 
year. The float of the insurance operations approximated $150 billion as of quarter end, an increase of $3 
billion since year end. The average cost of float was 0.24% as the combined insurance operations generated 
pre-tax operating losses of $358 million during the first nine months of 2022. In October 2022, Berkshire 
acquired insurer, Alleghany, which will add an estimated $13.5 billion to float. 

Burlington Northern Santa Fe’s revenues chugged 16% higher during the third quarter to $6.7 billion, 
reflecting higher revenue per car/unit, with net earnings declining 6% to $1.4 billion due to lower overall 
freight volumes and higher average fuel and other operating costs. The volume decreases were in all 
business segments, except agricultural products, reflecting supply chain disruptions, network challenges, lower 
demand for crude by rail and lower building products shipments. Rail labor union discussions continue with 
further announcements expected in November. 

Berkshire Hathaway Energy reported revenues rose 7% during the third quarter to $7.5 billion with net 
earnings rising 6% to $1.6 billion. The earnings increase reflected higher earnings from tax equity investments 
and from the natural gas pipeline and Northern Powergrid, partly offset by lower earnings from the U.S. regulated 
utilities and real estate brokerage business. 



Berkshire’s Manufacturing businesses reported revenues rose 9% to $19.0 billion with operating 
earnings up 18% to $2.9 billion for the third quarter. The Buildings Products segment led the way for the 
quarter with revenues rising 19% to $7.6 billion and operating earnings jumping 48% to $1.2 billion thanks to 
strong demand for residential housing construction. Significant increases in mortgage interest rates will likely 
slow demand for new housing construction over the balance of the year. Berkshire’s operations also continue to 
be negatively impacted by persistent supply chain disruptions and significant cost increases for raw materials, 
freight, labor and other input costs. 

Service and Retailing revenues increased 9% during the quarter to $23.1 billion with pre-tax earnings 
jumping 19% to $1.3 billion. The Service group led the way as revenue increased 15% to $4.8 billion with pre-
tax earnings up 16% to $806 million thanks to strong growth from TTI, reflecting strong demand in nearly all 
electronic component markets, and the aviation business services due to higher training hours at FlightSafety 
and significantly higher customer flight hours at NetJets. However, during the third quarter, new orders slowed at 
TTI in part attributable to inventory levels within the supply chain. 

Berkshire’s balance sheet continues to reflect very significant liquidity and a very strong capital base of 
$455.4 billion as of 9/30/22. Excluding railroad, energy and utility investments, Berkshire ended the quarter with 
$458.7 billion in investments allocated approximately 66.7% to equities ($306.2 billion), 4.1% to fixed-income 
investments ($18.6 billion), 22.9% in cash and equivalents ($105.2 billion) and 6.3% in equity method 
investments ($28.7 billion) which includes 26.5% of Kraft Heinz, 20.9% of Occidental Petroleum and 38.6% in 
Pilot Travel Centers. Berkshire’s share of Kraft and Pilot earnings and distributions are included in Berkshire’s 
consolidated financial statements and Occidental’s share will be included in the fourth quarter. 

Free cash flow declined 28% during the first nine months of the year to $16.1 billion due to lower 
earnings and higher capital expenditures. During the first nine months, capital expenditures approximated 
$10.9 billion, which included $7.9 billion for BNSF and BHE, its railroad and utility and energy units. Berkshire 
expects capital expenditures for the balance of 2022 for BNSF and BHE to approximate $3.7 billion. During the 
first nine months of 2022, Berkshire paid cash of $66.2 billion to acquire equity securities and received 
proceeds of $17.3 billion from the sale of stocks. The stock purchases included about $21 billion in Chevron, 
about $11 billion in Occidental Petroleum, about $6 billion in Activision Blizzard as an arbitrage play, $5 billion in 
German stocks and Japanese stocks, $4 billion in HP, Inc. and an undisclosed additional amount of Apple. In 
addition, Berkshire purchased a net $22 billion in Treasury Bills and fixed-income investments. In June 2022, 
Berkshire Hathaway Energy (BHE) acquired the BHE common stock held by Greg Abel, Berkshire’s Vice 
Chairman, for $870 million. Subsequent to quarter end, Berkshire completed its purchase of Alleghany, a 
property and casualty reinsurance and insurance business, for $11.6 billion in cash. In the first quarter of 
2023, Berkshire expects to acquire an additional 41.4% interest in Pilot with the value to be determined based on 
earnings in 2022 and net debt at year end. Berkshire will become the majority owner of Pilot at that time. 

Berkshire repurchases its shares at prices below Berkshire’s intrinsic value, as conservatively determined by 
Warren Buffett and Charlie Munger. During the first nine months, Berkshire repurchased $5.2 billion of its 
common stock, including $1 billion in the third quarter. These repurchases included 1,821 Class A shares 
purchased at an average price of approximately $424,975 per share during July and September 2022. After 
quarter end, Berkshire repurchased an additional $500 million of its common stock in October. 

On August 16, 2022, the Inflation Reduction Act was signed into law. The 2022 act contains numerous provisions 
including a 15% corporate alternative minimum tax, expanded tax credits for clean energy incentives and a 1% 
excise tax on corporate stock repurchases, which all become effective in 2023. Berkshire currently does not 
expect a material impact on its financial statements from the act. 

*** 

Amid high volatility, the S&P 500 index remains in bear market territory as the Federal Reserve increased 
interest rates an additional 0.75% this past week bringing the target federal funds rate to a range of 3.75%-to-4%. 
It was the fourth consecutive 75-basis-point hike of the year. During his press conference, Jerome Powell, 



Federal Reserve Chairman, stated, “Although job vacancies have moved below their highs and the pace of job 
gains has slowed from earlier in the year, the labor market continues to be out of balance, with demand 
substantially exceeding the supply of available workers.” Powell reiterated the Fed’s intention to push interest 
rates higher, “Incoming data since our last meeting suggest that the ultimate level of interest rates will be higher 
than previously expected.”  

Despite the renewed roar of the bear, our HI-quality companies continue to report strong financial results and 
generate solid cash flows that fund investment for future growth while returning substantial cash to shareholders.   

 
❖ Fastenal reported October net sales and average daily sales each increased 13.6%.  

❖ Starbucks reported record 2022 sales. The company returned $6.3 billion to shareholders through 
dividend payments of $2.3 billion and share repurchases of $4 billion. Looking ahead to fiscal 2023, 
Starbucks expects sales growth of 10% to 12% and EPS growth near the high end of 15% to 20%.  

❖ Cognizant Technology Solutions reported third quarter results with sales up 2.4% and adjusted EPS up 
10%. The company’s solid cash flow and pristine balance sheet enabled the return of $1.53 billion to 
shareholders through repurchases of $1.1 billion and dividends of $425 million. The company recently 
increased its repurchase authorization by $2 billion.  

❖ Canadian National Railway announced that October was the single best month ever for Western 
Canadian grain movement on CN’s network.  

❖ Booking Holdings reported strong third quarter financial results with record revenues traveling 29% higher 
and net income and EPS both more than doubling. Year-to-date, free cash flow jumped 75% to $4.1 
billion with the company repurchasing $4.3 billion of its common stock. Booking has reduced its shares 
outstanding by 5% since the beginning of the year.  

❖ Stryker reported third quarter sales increased 7.7% with net income jumping 86%. During the first nine 
months, Stryker generated $1.6 billion in free cash flow with the company returning $788 million to 
shareholders through dividend payments. Management now expects full year 2022 organic net sales 
growth to be in the range of 8.5% to 9%.  

❖ Johnson & Johnson’s robust cash flow enabled the company to announce plans to acquire Abiomed, a 
world leader in breakthrough heart, lung and kidney support technologies with an 18-year track record of 
profitable growth, for about $16.6 billion in cash.  
 

❖ Berkshire Hathaway reported third quarter revenues increased 9% to $76.9 billion with all business 
segments reporting revenue growth while operating earnings jumped 20% to $7.8 billion in the third 
quarter, which reflects the underlying strength of the business. Berkshire’s balance sheet continues to 
reflect very significant liquidity and a very strong capital base of $455.4 billion as of 9/30/22. During the 
first nine months of 2022, Berkshire paid cash of $66.2 billion to acquire equity securities and received 
proceeds of $17.3 billion from the sale of stocks. During the first nine months, Berkshire repurchased $5.2 
billion of its common stock, including $1 billion in the third quarter. Subsequent to quarter end, Berkshire 
completed its purchase of Alleghany, a property and casualty reinsurance and insurance business, for 
$11.6 billion in cash. 

 
 

If you have any questions, please let us know. 
 
 

Sincerely, 

Ingrid R. Hendershot, CFA 

President 


