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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,451.23  -0.8% -5.2% 

S&P 500 4,392.59              -2.1% -7.8% 

NASDAQ 13,351.08  -2.8% -14.7% 

 
 
Inflation and rising rates led to stock market declines during the past holiday-shortened week with the Dow 
slipping 0.8%, the S&P 500 dropping 2.1% and the NASDAQ sliding 2.8% lower.  
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
The weekly initial unemployment claims report rose slightly to 185,000 for the week ending April 9 but remains 
near a 50-year low amid ongoing labor shortages. Continuing claims for the week ending April 2 rose to 1.475 
million. Labor costs have risen for companies across industries, contributing to wage inflation. 
 
The March Consumer Price Index showed consumer-level inflation rose 8.5% — the fastest annual rate since 
1981. Consumer price increases have accelerated on an annual basis for seven consecutive months as supply 
chain disruptions and shortages impact the economy. Some of the biggest contributors to the latest increase in 
inflation were food, shelter and gasoline with gas prices surging 18.3% in March amid Russia’s ongoing war in 
Ukraine. Airline fares also soared by nearly 24% over last year, as rising fuel costs and increased demand for 
travel pushed ticket prices higher. To help combat high inflation, the Federal Reserve is expected to raise interest 
rates by 50 basis points at its next meeting in early May.  
 
Producers also faced high inflation as the Producer Price Index for final demand jumped 1.4% month-over-month 
in March and was up 11.2% year-over-year. Potential profit margin pressures for businesses are going to 
intensify if consumers start showing more resistance to price increases.  
 
Total retail sales increased 0.5% month-over-month in March, pumped up by higher gasoline station sales. 
Higher prices paid at the gas pump will detract from spending on other goods.  
 
The preliminary University of Michigan Index of Consumer Sentiment for April jumped to 65.7 from the final 
reading of 59.4 for March. It was a nice improvement, although the April reading is still one of the lowest readings 
over the last 10 years. The jump reflected improved wage expectations and a belief that gas price increases will 
moderate substantially in the year ahead. 
 
 

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: 

 

 

 



 

UnitedHealth Group-UNH reported first quarter revenue rose $10 billion, or a healthy 14%, to $80.1 billion with 
net earnings up 3% to $5.0 billion and EPS increasing 4% to $5.27. The company delivered high-quality and 
diversified double-digit revenue growth at both Optum and UnitedHealthcare. Earnings growth was led by Optum 
Health thanks to continued expansion of care services offered with at-home and digital offering complementing 
and integrating with growing clinic-based and outpatient services, including ambulatory surgical care. Optum 
Health now expects to serve 600,000 new patients under such arrangements in 2022 compared to its initial 
outlook of 500,000 patients. Optum Rx experienced robust revenue growth of 11% during the quarter as adjusted 
scripts grew to 352 million compared to 329 million last year. UnitedHealth Group’s medical care ratio was 82% 
compared to 80.9% last year due to Covid effects and business mix. The first quarter operating cost ratio 
decreased to 14.2% from 14.6% in 2021 due to continued productivity advances. Management’s response to 
inflation is innovation which increases productivity and efficiency in the business. Digital tools, virtual 
visits and home care reduce costs by as much as 15% which enables the company to lower premiums for 
patients. Free cash flow declined 12% during the quarter to $4.8 billion with the company paying $1.4 billion in 
dividends and repurchasing $2.5 billion of its common stock. In 2022, cash flow from operations is expected to 
approximate $24 billion. Even after completing two expected multi-billion-dollar acquisitions in 2022, 
UnitedHealth will still have ample financial capacity to expand further. Return on equity of 27.8% in the quarter 
reflected the company’s consistent and diverse earnings profile and efficient capital structure. Given the 
strong start to the new year, UnitedHealth increased its full year net earnings outlook to $20.30-$20.80 per share. 

 

Fastenal-FAST reported first quarter sales rose 20.3% to $1.7 billion with net income and EPS jumping 
28% to $269.6 million and $.47, respectively. This strong growth was due to robust demand, healthy pricing 
and good execution by management. Growth during the quarter was largely due to higher unit sales, most 
notably of fastener, safety and janitorial products. Underlying demand is improving with fastener daily sales 
growth increasing to 24.6% in March. During the quarter, Fastenal signed 106 new Onsite locations, with 1,440 
active sites as of March 31, 2022, representing a 12.1% increase. Fastenal continues to believe the market will 
support a long-term rate of 375 to 400 annual Onsite signings which remains the goal for 2022. Free cash flow 
decreased 20% in the quarter to $194.5 million, primarily due to an increased need for working capital to support 
customer’s growth as business activity improves, as well as from inflation in inventory. The company paid $178.4 
million in dividends, an increase of 11% compared to the first quarter in 2021. Fastenal’s balance sheet remains 
solid with minimal debt and ample liquidity. Top and bottom-line growth during the past quarter was the 
strongest in a decade as the firm deployed technologies and strategies to improve efficiency during the 
pandemic. Supply chains and labor remain tight. However, conditions have stabilized, and customers are better 
able to plan and navigate around the challenges. This is leading to an improved outlook for future growth, 
especially given favorable manufacturing conditions with 92% of the company’s Top 100 customers growing. 

***** 

With inflation running at the highest level in more than 40 years, we are paying special attention to how our HI-
quality companies are managing through this inflationary period. Fastenal and UnitedHealth were our first two 
companies to report first quarter results last week. In both cases, earnings came in better than expected with 
Fastenal seeing the strongest growth in revenues and earnings in a decade. Fastenal serves thousands of 
customers, and it is encouraging to see their business thriving amid supply chain disruptions and a tight labor 
market. Both companies pointed to increased efficiency and productivity, driven by innovation, as helping the firms 
successfully manage through the current inflationary period. If you have any questions, please let us know. 

Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


