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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 33,614.80  -1.3% -7.5% 

S&P 500 4,328.87              -1.3% -9.2% 

NASDAQ 13,313.14 - 2.8% -14.9% 

 
 
The stock market declined during the past week as Russia’s war on Ukraine escalated with the Dow and the S&P 
500 each down 1.3% and the NASDAQ dropping 2.8%.   
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
Initial jobless claims improved more than expected in the latest weekly data to reach a two-month low with initial 
jobless claims for the week ended February 26 at 215,000.  Continuing claims for the week ended February 19 
were 1.476 million. The job market remains incredibly tight. Demand for workers has far outpaced supply, and job 
openings have held near record levels. The labor supply-side constraints have contributed to economy-wide 
inflationary pressures. 

The U.S. economy added back the most jobs since July 2021 in February as nonfarm payrolls jumped by 
678,000.  Average hourly earnings year-over-year increased 5.1%.  The unemployment rate improved to 3.8% to 
reach the lowest level since February 2020 before the pandemic. The labor force participation rate ticked up to 
62.3%, signaling more individuals were returning to look for work or be placed in jobs. 

“Most Federal Open Market Committee members would agree the current labor situation is consistent with 
maximum employment,” Jerome Powell, Federal Reserve Chairman said.  As a result, he said that he would 
support a 25-basis point interest-rate hike in mid-March, bringing the benchmark rate slightly above its current 
near-zero level. 

The February ISM Manufacturing Index increased to 58.6%, marking the 21st straight month of expansion for the 
manufacturing sector. A strong pickup in the backlog of orders index -- the largest since January 2011 -- is a 
reflection of pent-up production potential that should keep the manufacturing sector in an expansion mode. 
 
The ISM Non-Manufacturing Index for February decreased to 56.5%, also marking the 21st straight month of 
growth for the services sector albeit at a slower pace than what was seen in January. Business activity was held 
back in February by inflation pressures, supply constraints, logistical challenges and labor shortages. 
 
Total construction spending increased 1.3% month-over-month in January which was the strongest increase 
since the same period a year ago. Total private construction increased 1.5% month-over-month while total public 
construction spending increased 0.6%. On a year-over-year basis, total construction spending was up 8.2%. 
There was strength in both residential and nonresidential spending, reflecting a broad-based pickup in 
construction spending activity. 
 
 

 



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: 

 

Fastenal-FAST reported strong February net sales which increased 21% to $530.9 million with average daily 
sales also up 21% to $26.5 million. On a geographic basis, North American sales topped 20% and on an end 
market basis, manufacturing sales were up 26% and non-residential construction sales were up 20%. By product 
line, fastener sales were up 28%, safety sales were up 19% and other sales were up 17%. 

 

Brown-Forman-BFB reported third quarter revenues rose 14% to $1 billion with net income increasing 18% to 
$259 million and EPS up 19% to $.54. Year-to-date, underlying sales grew 11% driven by strong double-digit 
reported net sales growth led by emerging and developed international markets, with solid growth in the United 
States and a rebound in the Travel Retail channel. The company’s premium bourbons, led by Woodford Reserve 
and Old Forrester, grew reported net sales 10%. The tequila portfolio reported net sales were up 19%, driven by 
double-digit growth from Herradura and el Jimador. Year-to-date, free cash flow increased 17% to $621 million 
with the company paying $253 million in dividends. Brown-Forman has paid cash dividends for 78 
consecutive years with the dividend increased each year for the last 38 years. With the company’s strong 
year-to-date performance and consumer demand along with supply chain constraints continuing to ease enabling 
some rebuild of inventory, Brown-Forman expects organic net sales growth of 11% to 13% and organic 
income growth of 12% to 16% for the full year. In addition, the company expects gross margin to be flat or 
slightly down with the costs associated with supply chain disruptions and inflationary cost headwinds being 
largely offset by a modest positive impact from the removal of tariffs in the EU. 

 

Ross Stores-ROST rang up an 18% increase in fourth quarter sales to $5.0 billion with net income and EPS up 
more than 50% to $366 million and $1.04, respectively. Same store sales increased 9% from fourth quarter of 
2019, driven by growth in the average basket size, partially offset by a decline in transactions due to the surge in 
Omicron cases. For the full fiscal year, sales increased more than 50% to $18.9 billion on a 13% jump in same 
store sales with net earnings of $1.7 billion, or $4.87 per share, compared to $85,000, or $0.24 per share, last 
year. During the year ended January 29, 2022, Ross Stores generated a fancy 42.3% return on shareholders’ 
equity and $1.2 billion in free cash flow, down 36% from last year, on a 50% jump in merchandise inventories, 
mainly due to an increase in in-transit merchandise due to longer lead times from industry-wide supply chain 
bottlenecks.  Ross Stores returned over $1.0 billion to shareholders during the year through dividends of 
$405 million and share repurchases of $650 million. The company recently authorized a new two-year 
program to repurchase up to $1.9 billion of common stock through fiscal 2023, replacing the $850 million 
remaining under the prior May 2021 buyback authorization. The board also increased the quarterly cash 
dividend by 9% to $0.31 per share.  Looking ahead, Barbara Rentler, CEO, commented, “Fiscal 2022 is 
extremely difficult to predict, especially early in the year. In addition to the ongoing Omicron surge that began just 
before Christmas, we are up against last year’s record government stimulus and the lifting of COVID restrictions 
that led to unprecedented consumer demand which fueled extraordinary sales gains in the spring of 2021.” With 
that said, sales are expected to increase 2% to 6% on flat to 3% same store sales growth with EPS in the range 
of $4.71 to $5.12, compared to $4.87 in fiscal 2021. 

 

Hormel Foods-HRL reported first quarter sales rose 24% to a record $3 billion, the fifth consecutive 
quarter of record net sales. Brands such as SPAM, Hormel Gatherings, Applegate, Columbus, Wholly 



Guacamole and Planters delivered exceptional growth during the quarter. Net earnings increased 8% to $239.5 
million, and EPS increased 7% to $.44. By segment, Grocery Products revenue increased 48% to $855.5 million, 
Refrigerated Foods revenue increased 19% to $1.6 billion, with Jennie-O Turkey Store revenues up 15% to 
$384.4 million and International and Other revenues down 3.5% to $176.7 million. Free cash flow jumped over 
100% during the quarter to $334 million with the company paying $132.9 million in dividends. Management is 
increasingly optimistic about generating sales and earnings growth in fiscal 2022. “We expect the demand 
environment to remain favorable, pricing actions to combat inflationary pressures and continued growth from 
products such as Columbus charcuterie, Applegate natural and organic meats, Planters snack nuts, and 
foodservice prepared proteins and pizza toppings. Additionally, we anticipate the operating environment to 
remain volatile, but our supply chain will continue to show improvement as labor pressures ease and new 
capacity comes online to support key growth platforms, such as dry sausage, pizza toppings and bacon,” said 
Jim Snee, president and CEO. For fiscal 2022, Hormel expects sales in the range of $11.7 billion-$12.5 billion 
with EPS expected in the range of $1.87-$2.03. 

 

Berkshire Hathaway-BRKB reported the company’s net worth during 2021 increased 14.2%, or $63 billion, 
to $506.2 billion with book value equal to about $342,622 per Class A share as of 12/31/21. Berkshire 
Hathaway reported 2021 revenues increased 12% to $276 billion with net income more than doubling to $89.8 
billion. Excluding significant investment gains of $62.3 billion, operating earnings jumped a strong 25% 
during the year to $27.5 billion. 

The investment gains came primarily from Berkshire’s four major equity investment holdings which represent 
about 73% of total equities held, including American Express at $24.8 billion (which charged 36% higher during 
the year or $6.5 billion), Apple at $161.2 billion (which gained 34% during the year or $40.8 billion), Bank of 
America at $46.0 billion (which deposited a 47% gain in value through 12/31/21 or $14.7 billion), and Coca-Cola 
at $23.7 billion (popping 8% higher during the year or $1.8 billion). 

In the annual report, Buffett noted Berkshire owns dozens of businesses but that the operations of the “Big Four” 
companies (the giants) account for a very large chunk of Berkshire’s value. The first giant is the cluster of 
insurance operations. During 2021, Berkshire’s insurance businesses generated earnings from underwriting of 
$728 million. This included underwriting earnings from primary insurance and underlying losses from 
reinsurance, which included after-tax losses from significant catastrophe losses, including Hurricane Ida and 
floods in Europe, which approximated $2.3 billion. Underwriting results in 2021 also reflected the effects of the 
premium reductions from the GEICO Giveback program, higher private passenger automobile claims frequencies 
as people began to drive more following the pandemic and higher losses in the life reinsurance business due to 
the pandemic. Insurance investment income declined 5% during the year to $4.8 billion, reflecting declines in 
interest rates on the company’s substantial holdings of cash and U.S. Treasury Bills. The float of the insurance 
operations has grown from $19 million when Berkshire entered the insurance business to approximately $147 
billion as of 12/31/21, an increase of $9 billion during the year. The average cost of float was negative during 
2021 as the underwriting operations generated earnings. Buffett believes that it is likely, but not assured, that 
Berkshire’s float can be maintained without incurring a long-term underwriting loss. Buffett further noted, “The 
insurance business is made to order for Berkshire. The product will never be obsolete, and sales volume 
will generally increase with both economic growth and inflation.” 

Berkshire owns 5.55% of Apple, which makes it the second largest giant, after insurance, in terms of 
accounting for Berkshire’s value. Apple paid Berkshire $785 million in dividends last year, while Berkshire’s 
“share” of Apple’s earnings amounted to a “staggering” $5.6 billion. In the annual report, Buffett applauded 
Tim Cook, Apple’s “brilliant” CEO. 

 
The third giant is Burlington Northern Santa Fe, with the railroad continuing to be “the number one artery of 
American commerce which makes it an indispensable asset for America as well as Berkshire.” BNSF trains 
traveled 143 million miles last year and carried 535 million tons of cargo, far exceeding any other American 
carrier. BNSF’s revenues chugged 12% higher during the year to $22.5 billion with net earnings rolling 
16% higher to $6.0 billion reflecting overall higher freight volumes and lower costs due to improved productivity, 
partly offset by higher average fuel costs. Broad-based volume growth was up 7% during the year, led by 8% 



growth in consumer products driven by increased retail sales, inventory replenishment by retailers and increased 
e-commerce activity and 9% growth in coal attributable to increased electricity generation, higher natural gas 
prices and improved export demand. 

The final giant is Berkshire Hathaway Energy whose earnings have increased 30-fold from the $122 million 
earned in 2000, the year Berkshire first purchased a stake in BHE. BHE has become a utility powerhouse and a 
leading force in wind, solar and transmission throughout most of the United States. BHE reported revenues 
charged ahead 19% during 2021 to $25.0 billion. Net earnings rose 13% during the year to $3.5 billion 
reflecting increased earnings from most of the energy business units and the real estate brokerage business. 
Earnings growth was led by 47% growth in natural gas pipelines, reflecting an acquisition; 23% growth in 
Northern Powergrid; and 20% growth at PacifiCorp. 

Berkshire’s Manufacturing businesses reported revenues rose 16% to $68.7 billion with operating 
earnings up 23% to $9.8 billion for the year. The Consumer Products segment led the way for the year with 
revenues rising 28% to $15.6 billion and operating earnings gaining 42% to $2.0 billion, driven by strong results 
at Forest River due to robust demand for recreational vehicles, along with strong rebounds in the apparel, 
footwear, Richline and Larson-Juhl businesses. The Industrial and Buildings products segments also both 
generated double-digit sales and earnings growth during the year with strong results from Marmon, IMC and 
Clayton Homes. 

Service and Retailing revenues increased 12% during the year to $84.3 billion with pre-tax earnings up 
64% to $4.7 billion. Service group revenue increased 29% with pre-tax earnings up 67% thanks to strong growth 
from TTI, reflecting accelerating demand across all electronic component markets, and the aviation business 
services due to higher training hours at FlightSafety and significantly higher customer flight hours at NetJets. 
Retailing group revenues rose 20% during the year to $19 billion with pre-tax earnings up 76% to $1.8 billion 
thanks to strong demand for home furnishings from the home retailers and new and pre-owned vehicle sales at 
Berkshire Hathaway Automotive, although the second half saw new vehicle unit sales decline 18% reflecting the 
shortages in the industry attributable to the global computer chip shortages and other supply disruptions. 
McLane’s revenues increased 6% during the year to $49.5 billion with pre-tax earnings down 8% to $230 million. 
McLane’s operations have been adversely impacted by supply chain disruptions, including shortages of truck 
drivers, which is affecting inventory and customer deliveries along with higher fuel costs. This difficult operating 
environment is expected to continue in 2022. 

Berkshire’s balance sheet continues to reflect very significant liquidity and a very strong capital base of $506.2 
billion as of 12/31/21. Excluding railroad, energy and utility investments, Berkshire ended the year with $528.4 
billion in investments allocated approximately 66.4% to equities ($350.7 billion), 3.1% to fixed-income 
investments ($16.4 billion), 3.3% to equity method investments ($17.4 billion), and 27.2% in cash and equivalents 
($143.9 billion). 

Free cash flow dipped 2% during the year to $26.1 billion. During the year, capital expenditures approximated 
$13.3 billion, which included $9.5 billion for BNSF and BHE, its railroad and utility and energy units. Berkshire 
expects capital expenditures in 2022 for BNSF and BHE to jump to $11.1 billion. Buffett noted in the annual 
report that Berkshire owns and operates more U.S.-based infrastructure assets--property, plant and equipment—
than any other American corporation, topping $158 billion as of 12-31-21. 

During the year, Berkshire sold or redeemed a net $35 billion in Treasury Bills and fixed-income investments and 
sold a net $7.4 billion of equity securities. 

Berkshire repurchases its shares at prices below Berkshire’s intrinsic value, as conservatively determined by 
Warren Buffett and Charlie Munger. During the year, Berkshire repurchased $27 billion of its common stock 
including $6.9 billion in the fourth quarter. These repurchases included 6,259,164 Class B shares acquired at 
an average price of $287.62 per share and 1,828 Class A shares purchased at an average price of $439,626 per 
share during December 2021. After quarter end, Berkshire has acquired about $1.2 billion in additional shares of 
its common stock. During the past two years, Berkshire has repurchased 9% of the shares that were outstanding 
at year-end 2019 for $51.7 billion. This has enabled continuing shareholders to own about 10% more of all 
Berkshire Hathaway’s great businesses, including GEICO, Burlington Northern and Berkshire Hathaway Energy. 



In the annual report, Warren Buffett discussed the three ways Berkshire Hathaway increases shareholder value. 
The primary way is to increase the long-term earnings power of Berkshire’s controlled businesses through 
internal growth or by making acquisitions. The second way is to buy stakes in publicly traded great businesses, 
like Berkshire’s 5.55% stake in Apple. The final path to value creation is to repurchase Berkshire shares when 
the price/value equation is right, which is the path Berkshire followed in 2021 given the dearth of attractive 
opportunities among the first two routes. 

In separate news, Berkshire Hathaway announced in a regulatory filing that it increased its stake in Occidental 
Petroleum last week by purchasing an additional 30 million shares, which brings its total holdings to 113.7 million 
shares or about 11.2% of Occidental’s common shares, valued at $6.4 billion. 

***** 

Corporate America and a growing number of multinational companies have joined in protest of Moscow’s military 
attack on Ukraine, moving to sever business dealings with Russia and to take a stand in support for Ukrainian 
refugees. Many of our HI-quality companies have announced the following actions: 

 
“We are horrified, angered and saddened by the images and news coming from the war in Ukraine and condemn 
this unjustified, unprovoked and unlawful invasion by Russia,” wrote Microsoft President Brad Smith. Microsoft 
said it was suspending new sales of its products and services in Russia. In addition, Microsoft is helping Ukraine 
to help guard against cyberattacks. 
 
Apple said it has paused all product sales in the country. Apple will also remove Russian-state-controlled 
networks RT News and Sputnik from stores outside Russia, disable certain Apple maps features in Ukraine and 
halt exports into Russia's sales channel. 
 
Facebook parent Meta has barred ads from Russian state media on its website. The company also said it is in 
contact with the Ukrainian government and restricted access to several accounts in the country belonging to 
Russian state media organizations at the request of officials. 

Alphabet Inc.’s Google banned Russia's state-owned media outlet RT and other channels from collecting money 
for ads on their websites, apps, and YouTube videos. 
 
Nike stopped Russian merchandise purchases on its website. UPS has suspended shipments into Russia.  
Intel has suspended chip shipments into Russia. Mastercard and Visa blocked several financial institutions in 
Russia from using their payment networks following the rollout of Western sanctions. TJX said that it will divest its 
equity ownership in Familia, a Luxembourg-based off-price retailer with 400 stores in Russia. TJX says it is taking 
the step "in support of the people of Ukraine." 
 
Brown-Forman employees in Poland and Romania went to the Ukraine border and picked up co-workers that 
lived in Ukraine and are giving them a safe place to stay. Russia represents 1% of Brown-Forman’s worldwide 
business with 80 employees there. Brown-Forman is pausing recruiting and hiring in Russia as it evaluates other 
actions.   
 
A statement from Accenture: "Accenture stands with the people of Ukraine and the governments, companies and 
individuals around the world calling for the immediate end to the unlawful and horrific attack on the people of 
Ukraine and their freedom. Therefore, Accenture is discontinuing our business in Russia.”  

***** 
As Ukraine faces fresh waves of attack, it's natural to feel unsettled right now—these are scary and uncertain 
times. But history has shown us repeatedly that the best action investors can take during periods of volatility is to 
avoid being reactive and to focus on the long term. 
 

If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


