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WEEKLY UPDATE 

As the U.S. economy gradually reopens, we hope you and your family stay safe and healthy.  

 

Economic and Market Performance 

 

As coronavirus shutdowns spread throughout the country, the U.S. economy lost a staggering 20.5 million jobs 
in April. The unemployment rate rocketed to 14.7% from a 50-year low of only 3.5% just two months ago. This 
was the steepest plunge in payrolls since the Great Depression when economic historians estimate 
unemployment peaked at 25% in 1933. Initial unemployment claims for the past seven weeks have totaled 33.5 
million. About one in five workers is unemployed. 
 
While the April job report is full of heartbreak and hardship, the focus is now on how many businesses will reopen 
in the months ahead. Nearly 80% of the unemployed expect to return to their jobs. Closing at 24,331, the Dow 
rose 2.6% during the past week, including 455 points on Friday after the job report. The S&P 500 Index increased 
3.5% during the last week. The Nasdaq Composite jumped 6% during the past week and is now back in positive 
territory for the year.  
 
The view is that the job reports will get better in the future as the economy gradually reopens and responds to 
the massive fiscal and monetary policies put into place to provide a bridge to the other side of the crisis. More 
than half of U.S. states are beginning to reopen parts of their economies, although a resurgence in infections 
could necessitate a return to lockdown.  
 
HI-Quality Company News 

 
Fastenal reported April sales increased 6.7% to $491.5 million. The sales growth was attributed to a surge in 
Safety sales as the company saw strong demand for personal protection equipment (PPE) for first responders 
and frontline workers during the pandemic. Safety sales jumped 120% during April with 11,000 new accounts 
coming to Fastenal for supplies.  Fastenal quickly pivoted their operations to meet the extraordinary Safety 
demand. May will likely continue to see strong demand for Safety products. Orders are already coming in for 
back-to-work kits, including masks, thermometers and hand sanitizer.  

FactSet announced a 7% increase in the regular quarterly cash dividend from $0.72 per share to $0.77 per 
share. The $0.05 per share increase marks the fifteenth consecutive year the company has increased 
dividends, demonstrating its ongoing commitment to bring value to shareholders. 

Raytheon Technologies reported first quarter revenues declined 1% to $18.2 billion with a net loss of $83 
million or ($.10) per share. The earnings included $1.66 per share of charges related to Otis and Carrier 
portfolio separation activities. On an adjusted basis, EPS declined 7% to $1.78. The merger with Raytheon did 
not occur until after quarter end so Raytheon’s results are not included in the above figures. Raytheon’s sales 
rose 6.5% during the quarter to $7.2 billion with the company reporting a record backlog of $51.3 billion, up 
25% or $10.2 billion, compared to the prior year period.  The COVID-19 pandemic has significantly impacted 
the aerospace sector with more than 50% of the world’s planes parked resulting in repair work down more than 
50%, too. Demand for air travel is expected to come back slowly. It could take two to three years before results 
return to 2019 levels. The company has a flexible balance sheet with ample liquidity to weather the current 
environment while paying a competitive dividend. While the company is suspending its share repurchase 
program this year, they plan to maintain their dividend, which currently yields 3.3%. The company now expects 
to return $18 billion to $20 billion in capital to shareholders over four years instead of three years as originally 
planned. Management noted that the company has lived through past challenging times and will get through 
this crisis and come out stronger on the other side. 

Carrier Global reported first quarter revenues declined 10% to $3.9 billion with operating income 
down 37% to $315 million.  To preserve cash during this uncertain time, Carrier has delayed 
declaring a dividend and will likely reduce the amount of the dividend initially planned for the year. 
The company expects the second quarter to be the worst of the year with results gradually improving 



in the second half of the year.  The company forecasts sales in the range of $15 billion to $17 billion 
with adjusted operating profit of $1.7 billion to $2.0 billion and free cash flow in excess of $1 billion for 
the full year. 

Otis Worldwide reported first quarter sales declined 2.5% to $3.0 billion with net income and EPS declining 
40% to $165 million and $0.38, respectively. For the full year, organic sales are expected to decline by 3% to 
7% with New Equipment sales down 5% to 10% and Service sales down low-to-mid single digits as 
discretionary repairs and modernization projects are deferred. The company expects a 40% dividend payout 
ratio, or $260 million. 

Cognizant Technology Solutions reported first quarter revenue increased 2.8% to $4.2 billion with EPS 
declining 13% to $0.67. During the quarter, Cognizant generated $385 million in free cash flow with the 
company returning $632 million to shareholders through dividend payments of $121 million and share 
repurchases of $511 million at an average cost of $60.12 per share. The company ended the quarter with $4.3 
billion in cash, $2.4 billion in long-term debt and $10.6 billion in shareholders’ equity on its strong balance 
sheet. While management expects a challenging demand environment throughout 2020, they believe the 
pandemic is accelerating the secular trends of core modernization and cloud migration as companies shift to 
digital business models.  

Booking Holdings reported first quarter revenues declined 19% to $2.3 billion with the company reporting a 
loss of $699 million.  Gross travel services booked by customers decreased 51% during the quarter to $12.4 
billion with room nights booked declining 43% as the COVID-19 pandemic spread around the world. Rental car 
days booked declined 36%. New bookings in March were down greater than 100% which means that there 
were more cancellations than new bookings.  The COVID-19 pandemic has profoundly impacted the company 
and the entire travel industry. Emerging from a deep recession, travel demand will recover later than other 
industries, especially until a vaccine is available to make people feel safe to travel internationally again. 
Management expects the road ahead to be tough for the travel business. With a highly variable cost structure, 
strong liquidity and strong brands, Booking Holdings expects to emerge from the crisis in a position of strength 
that will allow them to extend their leadership in the industry. 

Walt Disney reported second fiscal quarter sales increased 21% to $18 billion with net income from continuing 
operations plummeting 91% to $475 million. The impact of COVID-19 adversely affected Disney’s business 
segments including the closure of all parks and the cancellation of all cruises. COVID-19 caused disruptions in 
the production and availability of content, including the cancellation or deferral of live sports events and 
suspension of production of most film and television content. In total, COVID-19 cost the company $1.4 billion 
in income from continuing operations during the quarter. One bright spot during the quarter was that Disney 
surpassed 50 million subscribers to Disney+, up from nearly 29 million it reported during its last quarterly 
earnings call. During the quarter, Disney’s free cash flow declined 30% to $1.9 billion. To conserve cash, 
Disney suspended the July semi-annual dividend, cut executive pay, furloughed 100,000 employees and 
issued debt to improve liquidity. Disney ended the quarter with $17.5 billion in cash and investments, $43 
billion in long-term debt and $90 billion in shareholders’ equity.  

Maximus reported fiscal second quarter revenues rose 11% to $818.1 million with net income and EPS falling 
55% to $27.7 million and $.43, respectively. Free cash flow decreased 17% during the first half of the fiscal 
year to $90.2 million with the company paying $35.8 million in dividends and repurchasing $167 million of 
common stock. In order to manage liquidity during this period of uncertainty, management is halting share buy- 
backs in the near-term. Maximus lowered its fiscal 2020 revenue and earnings guidance with revenue 
expected to range between $3.15 and $3.25 billion and EPS in the range of $2.95 and $$3.15.  Free cash flow 
for fiscal 2020 is expected in the range of $200 million to $250 million. 

Genuine Parts reported first quarter revenues declined 3.7% to $4.6 billion and net income declined 15% to 
$136.5 million.  With the spread of COVID-19, the company experienced a sharp decline in demand beginning 
in mid-March, and this trend continued throughout April. For economies that have reopened like New Zealand, 
Australia, Germany and Netherlands, the company has seen sales rebound. Cash flow from operations 
increased 20% during the first quarter to $74 million due to effective working capital management. The 
company repurchased $96 million of its common stock during the quarter and paid $111 million in dividends. 
To maintain liquidity and maximize cash flow, the company has decided to suspend its share repurchase 



program and curtail acquisition activities for the balance of the year. The 4% increase in the dividend in 2020 
will be maintained. Genuine Parts has increased its dividend for 64 consecutive years and remains committed 
to the dividend which currently yields an attractive 4.2%.  

Berkshire Hathaway reported the company’s net worth during the first quarter of 2020 declined 12.5% with 
book value equal to $228,937 per Class A share as of 3/31/20. The drop was primarily due to the significant 
decline in unrealized losses in stock investments during the quarter. Berkshire’s operating revenues increased 
1% during the first quarter of 2020 to $61.1 billion primarily due to the insurance operations. Operating 
earnings increased 6% during the quarter to $5.9 billion due primarily to higher insurance investment income 
and other income. Berkshire’s balance sheet continues to reflect very significant liquidity with more than $133 
billion in cash and investments and a very strong capital base of $371.6 billion as of 3/31/20.  During the first 
quarter, Berkshire purchased a net $22.5 billion in Treasury bills and fixed-income investments and bought a 
net $1.8 billion of equity securities. Subsequent to quarter end, during the month of April, Berkshire received 
approximately $6.1 billion from the net sale of equity securities, including the sale of all its airline investments 
as “the world has changed for the airlines.” The proceeds were reinvested in Treasury Bills. During the first 
quarter, Berkshire repurchased about $1.7 billion of its common stock. Berkshire’s operating earnings in 2020 
will be less than what they would have been if the virus had not come along. Berkshire’s three major 
businesses, insurance, BNSF railroad and utilities, will produce cash even if earnings go down. Berkshire will 
maintain an extraordinary financial position.  

On May 2, Berkshire Hathaway held a virtual annual meeting. (See the link to the meeting and the full 
transcript of the meeting on our website.) 

 

Here are a few highlighted quotes from Warren Buffett during the meeting: 

-In regard to the impact of the coronavirus on the American people,” It's been a flip of the switch in a huge way 
in terms of national behavior, the national psyche. It's dramatic." 

- “The virus is going to determine our behavior. We’re doing a lot of smart things, and we’ve got a lot of very 
smart people, but there are unknowns. And the unknowns that apply in the health aspect create unknowns in 
the economy. We will have to keep evaluating things as we go along.” 

-Describing America’s lockdown of businesses, "In 2008 and '09, our economic train went off the tracks. This 
time, we just pulled the train off the tracks and put it on a siding." 

-Describing the stock market plunge in March, "Fear is the most contagious disease you can imagine. It makes 
the virus look like a piker." 

-"Equities are going to outperform the 30-year Treasury bond, and they're going to outperform Treasury bills. 
They're going to outperform that money you stuck under your mattress." 



-"I happen to believe that Berkshire is as about as sound as any single investment can be in terms of earning 
reasonable returns over time, but I would not want to bet my life on whether we beat the S&P 500 over the next 
10 years." This is due in part to the size of the company now. 

-"You could come to me on Monday morning with something that involved $30 billion or $40 billion or $50 
billion. And if we really liked what we were seeing, we would do it. And that will happen someday" - pledging to 
eventually invest a chunk of Berkshire's $133 billion cash hoard. 

- “Nothing can stop America when you come down to it, even with the scariest of scenarios. It may have been 
tested during the Great Depression, and it may be tested now to some degree. In the end, the answer is never 
bet against America. That in my view is as true today as it was in 1789 and even was true during the Civil War 
and the depths of the depression. In 2020, we are now a better country as well as an incredibly more wealthy 
country than we were in 1789.” 

**** 

Please reach out if you have any questions or just would like to talk. 

Sincerely, 

Ingrid R. Hendershot 
Ingrid R. Hendershot, CFA 
President 


