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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,265.37  -4.6% -5.7% 

S&P 500 4,397.94              -5.7% -7.7% 

NASDAQ 13,768.92  -7.6% -12.0% 

 
 
Last week’s holiday-shortened week resulted in more stock market losses with the Dow dropping 4.6%, the S&P 
500 falling 5.7% and the NASDAQ declining 7.6% due to rising rates and earnings misses.  
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
New unemployment claims unexpectedly rose to 286,000 for the week ended January 15 with continuing claims 
for the week ended January 8 increasing to 1.635 million. The most recent move higher in new claims may be 
due to the Omicron variant which likely will prove temporary given the strong demand for workers.  
 
Housing starts increased 1.4% month-over-month in December to a seasonally adjusted annual rate of 1.702 
million while permits increased 9.1% month-over-month to 1.873 million. The increases were driven by multi-unit 
dwellings. Single-unit starts were down 2.3% and single-unit permits were up just 2.0% with little to no growth in 
the two largest homebuilding regions (the South and the West). 
 
Existing home sales declined 4.6% in December to a seasonally adjusted annual rate of 6.18 million. Total sales 
in December were down 7.1% from a year ago. Total home sales in 2021, however, reached 6.12 million, which 
was up 8.5% year-over-year and the highest annual level since 2006. Prices remain high as inventory remains 
extremely tight. The supply constraint is crimping sales growth in the existing home market as are increasing 
affordability pressures created by the high selling prices and rising mortgage rates. 
 

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: 

 

 

UnitedHealth Group-UNH reported strong fourth quarter results with revenues increasing a healthy 13% to 
$73.7 billion and net income jumping 84% to $4.1 billion with EPS up 85% to $4.48. For the full year, revenues 
increased 12% to $287.6 billion with net income rising 12% to $17.3 billion and EPS up 13% to $18.08. Growth 
was broad-based across the Optum and UnitedHealthcare businesses with both units generating double-digit 
revenue growth for the year. The Optum business comprised over half of operating earnings for the year. The full 
year medical care ratio of 82.6% compared to 79.1% in the previous year with the increase due to higher COVID-
19 costs. Return on shareholders’ equity for the year was a robust 23% reflecting strong overall performance and 
the efficient capital structure of the firm. Free cash flow dipped 1% to $19.9 billion for the year.  In 2021, the 



company paid $5.3 billion in dividends, an increase of 15% over the prior year, and repurchased 12.8 
million of its common shares for $5 billion at an average cost of approximately $390.63 per share. In 
2022, UnitedHealth Group expects revenues in the range of $317 billion to $320 billion, representing 10%-11% 
growth, with EPS expected in the $20.20 to $20.70 range, representing 12%-14% growth. Cash flow from 
operations is expected to increase to the $23 billion to $24 billion range approximating a healthy 1.2 times net 
income. With the strong cash flow, the company expects to accelerate investments in the business, continue to 
increase its dividend and repurchase between $5 billion to $6 billion of its shares in 2022. Management 
reaffirmed its long-term annual growth goal of 13%-16% thanks to accelerating innovation and expanding 
capabilities. While management noted labor pressures across the industry, the company believes it remains in a 
good position with strong recruiting and incentives, decent retention, technology investments to offset higher 
labor costs and the ability to price for inflation. 

 

Fastenal-FAST reported fourth quarter revenues rose 13% to $1.53 billion with net income and EPS each 
fastening on 18% gains to $231.2 million and $.40, respectively. The fourth quarter of 2021 continued to 
experience strong, economically-driven growth in underlying demand for manufacturing and construction 
equipment and supplies, which drove higher unit sales that contributed to the increase in net sales in the period. 
Sales through Fastenal’s Digital Footprint accounted for 46.4% of sales in the fourth quarter. Management’s goal 
is to hit 55% in 2022, and they believe it can ultimately grow to approximately 85% of sales. For the full 2021 
year, revenue rose 6% to $6 billion with net income up 8% to $925 million and EPS up 7% to $1.60. Return on 
shareholders’ equity for the year was an impressive 30.4%. Free cash flow decreased 34% during the year to 
$613.5 million due to meaningful increases in working capital to support growth and account for inflation. During 
the year, Fastenal returned $643.7 million to shareholders in the form of dividends. Fastenal announced an 
11% increase in its dividend for 2022. The company ended the year with $236 million in cash, $330 million in 
long-term debt and $3 billion in shareholders’ equity on its strong balance sheet. The company plans to spend 
$180 million to $200 million on capital spending in 2022. Fastenal noted that the labor market and supply chains 
remain tight, though product availability did improve in the fourth quarter. Material costs stabilized in the fourth 
quarter although at high levels. The company is addressing inflation through pricing and mix changes. 

 

Microsoft-MSFT announced plans to acquire Activision Blizzard Inc., a leader in game development and 
interactive entertainment content publisher, for $95 per share in an all-cash transaction valued at $68.7 
billion, inclusive of Activision’s net cash. With three billion people actively playing games today, gaming is now 
the largest and fastest-growing form of entertainment. This acquisition will accelerate the growth in Microsoft’s 
gaming business across mobile, PC, console and cloud and will provide building blocks for the metaverse. When 
the transaction closes, Microsoft will become the world’s third-largest gaming company by revenue, behind 
Tencent and Sony. The planned acquisition includes iconic franchises from the Activision, Blizzard and King 
studios like “Warcraft,” “Diablo,” “Overwatch,” “Call of Duty” and “Candy Crush,” in addition to global eSports 
activities through Major League Gaming. The company has studios around the word with nearly 10,000 
employees. Mobile is the largest segment in gaming, with nearly 95% of all players globally enjoying games on 
mobile. Through great teams and great technology, Microsoft and Activision Blizzard will empower players to 
enjoy the most-immersive franchises, like “Halo” and “Warcraft,” virtually anywhere they want. And with games 
like “Candy Crush,” Activision Blizzard´s mobile business represents a significant presence and opportunity for 
Microsoft in this fast-growing segment. The acquisition also bolsters Microsoft’s Game Pass portfolio with plans 
to launch Activision Blizzard games into Game Pass, which has reached a new milestone of over 25 million 
subscribers. With Activision Blizzard’s nearly 400 million monthly active players in 190 countries and three billion-
dollar franchises, this acquisition will make Game Pass one of the most compelling and diverse lineups of gaming 
content in the industry. Upon close, Microsoft will have 30 internal game development studios, along with 
additional publishing and esports production capabilities. The deal is expected to close in fiscal year 2023 and 
will be accretive to non-GAAP earnings per share upon close. 



 

Intel-INTC announced plans for an initial investment of more than $20 billion in the construction of two 
new leading-edge chip factories in Ohio. The investment will help boost production to meet the surging 
demand for advanced semiconductors, powering a new generation of innovative products from Intel and serving 
the needs of foundry customers. To support the development of the new site, Intel pledged an additional $100 
million toward partnerships with educational institutions to build a pipeline of talent and bolster research 
programs in the region. 

 

MidAmerican Energy, a business unit of Berkshire Hathaway-BRKB, announced plans for a $3.9 billion 
renewable energy project in Iowa, including wind and solar generation, and the exploration of new 
technologies to advance the company’s transition to net-zero greenhouse gas emissions. 

***** 

Along with winter storms providing an icy chill over much of the country, Mr. Market is shivering from the stormy 
start to 2022 due to rising interest rates, earnings worries and geopolitical concerns. The Nasdaq is in correction 
territory given its 12% drop so far this year as richly valued stocks within the index have slid sharply lower. Rising 
interest rates compress sky high valuation multiples especially if earnings disappoint. However, for investors who 
carefully sidestep frothy parts of the market like SPACs, meme stocks and cryptocurrencies, a market pullback 
may offer good buying opportunities into high-quality businesses. 

Our first two HI-quality companies, UnitedHealth Group and Fastenal, reported healthy fourth quarter results 
last week with sales and earnings both growing at double-digit rates. Thanks to strong cash flows, UnitedHealth 
paid $5 billion in dividends in 2021 and repurchased $5 billion of its shares. UnitedHealth plans to repurchase an 
additional $5 billion to $6 billion of its shares in 2022 as mountainous operating cash flows are expected to rise to 
a range of $23 billion to $24 billion. Fastenal generated an impressive 30% return on shareholders’ equity in 
2021 and announced an 11% increase in its dividend for 2022, at a rate well ahead of inflation.  
 
Three of our HI-quality companies announced major investments during the past week including Microsoft’s 
$68.7 billion cash offer for Activision Blizzard, Intel’s plan to invest more than $20 billion to construct new chip 
factories in Ohio and Berkshire Hathaway’s plan to invest $3.9 billion in renewable energy projects, including 
wind and solar generation, in Iowa.  
 
A stock market correction is not that unusual after the substantial runup last year. Geopolitical tensions between 
Russia and Ukraine are adding to the volatility today.  Many of our companies will be reporting fourth quarter 
earnings this week which should be strong, and we expect solid growth from these businesses in the year ahead. 
The market pullback will bring valuations back into an attractive range which bodes well for long-term results. 
 
If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


