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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 34,738.06  -1.9% -6.2% 

S&P 500 4,418.64              -1.6% -8.8% 

NASDAQ 13,791.15 - 1.8% -13.4% 

 
 
The stock market declined during the past week on renewed concerns of a Russian invasion of Ukraine with the 
Dow down 1.9%, the S&P 500 off 1.6% and the NASDAQ dropping 1.8%.   
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
New unemployment claims rose to 248,000 for the week ended February 12 with continuing claims for the week 
ended February 5 declining to 1.593 million.  Even with the rise last week, jobless claims hovered near pre-
pandemic levels, given that 2019's weekly average of new claims was approximately 220,000.  
 
The January Producer Price Index in January was up 9.7% year-over-year while the index for final demand, less 
food and energy, was up 8.3% year-over-year. Elevated producer inflation pressures will crimp profit margins 
unless those higher costs can be passed onto consumers.  Inflation is all around, and it has yet to show any 
meaningful signs of abating. 
 
Total retail sales for January increased 3.8% month-over-month as the consumer is still willing and able to spend 
despite inflation.  The effects of Omicron were apparent in the report, as evidenced by the 14.5% increase in 
non-store retailer sales and the 0.9% decline in sales at food services and drinking places. 
 
Total industrial production increased 1.4% month-over-month in January as the capacity utilization rate jumped to 
77.6%. The increase was driven predominately by the output of utilities, which saw its largest increase (9.9%) in 
the history of the index, which dates back to 1972. 
 
January housing starts declined 4.1% month-over-month to a seasonally adjusted annual rate of 1.638 million 
units and building permits increased 0.7% month-over-month to 1.899 million. Single-family starts declined in 
every region in January, except the West (+15.7%), which is likely a function of labor shortages and supply 
constraints that will keep new supply limited and home prices elevated. 
 
Existing home sales increased 6.7% month-over-month in January to a seasonally adjusted annual rate of 6.50 
million.  Total sales in January were down 2.3% from a year ago. As mortgage rates increased, the push to buy 
existing homes also increased in January.  That left unsold inventory at a record low, which is going to keep price 
pressures elevated and prospective buyers, particularly first-time buyers, facing an affordability pinch in the face 
of such lean supply for lower-priced homes and higher 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: 

 

Genuine Parts-GPC reported fourth quarter sales increased 13% to $4.8 billion with net income from continuing 
operations increasing 49% to $255.9 million and EPS jumping 52% to $1.79. On an adjusted basis, EPS was up 
17.8% in the fourth quarter. For the full year 2021, revenues increased 14% to $18.8 billion with net income from 
continuing operations and EPS both up more than 450% to $898.7 million and $6.27, due to prior year results 
being negatively impacted by the pandemic. Return on shareholders’ equity was an impressive 26% for the year. 
Automotive sales represented 66% of total sales in 2021 with industrial sales accounting for 34% of sales. Free 
cash flow was down 46% during the year to $992 million, primarily due to a benefit of the sale of accounts 
receivables and lower capital expenditures in the prior year. During the year, the company paid $465.6 million in 
dividends and repurchased $333.6 million of its common stock. Genuine Parts ended the year with $714.7 million 
in cash and cash equivalents, $2.4 billion in long-term debt and $3.5 billion in shareholders’ equity on its strong 
balance sheet. Genuine Parts announced a 10% increase in its dividend for 2022 to an annual rate of $3.58 
per share, marking the 66th consecutive year of increased dividends. The company has paid a dividend 
every year since going public in 1948 with the dividend currently yielding a solid 2.3%. Genuine Parts expects 
2022 sales growth of 9% to 11% with EPS in the range of $7.45 to $7.60. Cash flow from operations is expected 
in the range of $1.5 billion to $1.7 billion with free cash flow expected to be in the range of $1.2 billion to $1.4 
billion for the year. 

 

Baxter International-BAX reported fourth quarter revenues rose 10% to $3.5 billion with net income and EPS 
each up a healthy 42% to $238 million and $.47, respectively. For the full 2021 year, revenues increased 10% to 
$12.8 billion with net income up 17% to $1.3 billion and EPS up 19% to $2.53. These results included 19 days of 
contributions from the Hillrom acquisition. Amid the pandemic and global supply disruptions, these were solid 
financial results and reflect the sustained and strong demand for the company’s medically essential products. 
Free cash flow increased 27% during the year to $1.5 billion with the company returning $1.1 billion to 
shareholders through dividends of $500 million and share repurchases of about $600 million. In 2022, 
Baxter expects to moderate its share repurchases as it focuses on repaying debt related to the Hillrom 
acquisition. In 2022, Baxter expects sales growth of 24% to 25%, including the Hillrom acquisition. Operational 
sales growth is expected to approximate 4% with EPS expected in the range of $2.91-$3.01, representing 15% -
19% growth. 

 

Cisco Systems-CSCO reported fiscal second quarter revenues rose 6% to $12.7 billion with the company 
routing up strong earnings with net income up 17% to $3.0 billion and EPS up 18% to $.71. Continued robust 
demand for Cisco’s products and services resulted in the third consecutive quarter of more than 30% total 
product order growth. This strong growth is driven by the digital transformation for customers with the move to 
hybrid work and hybrid cloud environments. Cisco ended the quarter with a record backlog that doubled from last 
year to $14 billion. The company also posted double-digit growth in annualized recurring revenue of $21.9 billion. 
Free cash flow declined 16% during the first half to $5.9 billion in part due to a tax payment that had been 
deferred. During the first half, Cisco paid $3.1 billion in dividends and repurchased $5.1 billion of its stock, 



including 82 million shares in the second quarter at an average cost of $58.36 per share. Cisco announced a 
3% increase in its dividend and a new $15 billion share buyback authorization, bringing its total buyback 
authorization to $18 billion. The dividend increase and additional share buyback program reflects management’s 
commitment to returning excess cash to shareholders and confidence in the company’s ongoing strong cash 
flows. For fiscal 2022, Cisco expects revenue growth of 5.5%-6.5% with EPS expected in the range of $2.83-
$2.92, representing 13%-17% growth over last year. 

 

Intel Corporation-INTC and Tower Semiconductor, a leading foundry for analog semiconductor solutions, 
announced a definitive agreement under which Intel will acquire Tower for $53 per share in cash, 
representing a total enterprise value of approximately $5.4 billion. The acquisition significantly advances 
Intel’s IDM 2.0 strategy as the company further expands its manufacturing capacity, global footprint and 
technology portfolio to address unprecedented industry demand. The transaction is expected to be immediately 
accretive to Intel’s non-GAAP EPS and close in approximately 12 months. Intel intends to fund the acquisition 
with cash from the balance sheet. 

In separate news, for 2022, Intel expects revenue of $76 billion, EPS of $3.55 and net capital expenditures of 
approximately $27 billion. Adjusted free cash flow is expected to be negative $1 billion to $2 billion as the 
company ramps its investments to accelerate long-term growth. Longer term, Intel expects year-over-year 
revenue growth moving to the mid-to-high single-digits in 2023 and 2024, with year-over-year growth ramping to 
10%-12% by 2026. As Intel’s investments begin to deliver faster growth, gross margins are expected to expand 
from the 51%-53% range over the next three years to 54%-58% in 2025 and 2026. 

  

NVR, Inc.-NVR announced that its Board of Directors has authorized the repurchase of $500 million of its 
outstanding common stock. The company indicated that the authorization is a continuation of the stock 
repurchase program that began in 1994 and is consistent with NVR's strategy of maximizing shareholder value.  

 

 

3M-MMM announced its 2022 guidance and highlighted its plan for sustainable long-term growth and 
shareholder value creation. 3M is expecting total sales growth of 1% to 4%, which includes organic sales growth 
of 2% to 5%, earnings per share (EPS) of $10.15 to $10.65, and robust cash flow. Included in this guidance is an 
anticipated decline in COVID-19-related disposable respirator demand in 2022, resulting in a headwind to organic 
growth of 2 percentage points and earnings per share of 45 cents. The company also said it expects $7.3 billion 
to $7.9 billion in operating cash flow in 2022, contributing to 90% to 100% free cash flow conversion. In 
2022, 3M plans to invest approximately $4 billion in the combination of research and development and capital 
expenditures. 

 

 



 

***** 

As geopolitical tension escalated, our HI-quality companies continued to report good news last week.  Genuine 
Parts increased its dividend 10%, marking the 66th consecutive year of dividend increases. Cisco also increased 
its dividend while announcing a new $15 billion share buyback program due to the company’s strong cash flows. 
Baxter’s free cash flow jumped a healthy 27% during last year to $1.5 billion enabling dividends, share 
repurchase and the acquisition of Hillrom. NVR announced a new $500 million share repurchase program as part 
of its strategy to steadily maximize shareholder value. Intel announced the $5.4 billion acquisition of Tower 
Semiconductor while both Intel and 3M outlined their financial expectations for 2022. During times of uncertainty, 
investors remaining focused on solid business fundamentals reap the rewards of long-term investing. 
 
 
If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


