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Initial unemployment claims for the week ending October 16 decreased by 6,000 to 290,000.  That is the second 
straight week they have been below 300,000, and it is the lowest level of initial claims since March 14, 2020. 
Continuing claims for the week ending October 9 decreased by 122,000 to 2.481 million, and that, too, was the 
lowest level for continuing claims since March 14, 2020. 
 
Total industrial production decreased 1.3% in September.  The capacity utilization rate dropped to 75.2%. 
Industrial production was weak in September because of Hurricane Ida and the ongoing semiconductor supply 
shortage. 
 
Housing starts declined 1.6% month-over-month in September to a seasonally adjusted annual rate of 1.555 
million units but were up 7.4% year-over-year. Building permits were down 7.7% month-over-month to a 
seasonally adjusted annual rate of 1.589 million and were flat year-over-year. The slowdown in the pace of new 
construction is a result of supply shortages, labor constraints and high prices. 
 
Existing home sales increased 7.0% month-over-month in September to a seasonally adjusted annual rate of 
6.29 million.  Total sales in September were down 2.3% from a year ago. The median price increase was the 
lowest since December 2020 but continues to exceed income growth. Prices remain high, inventory remains tight 
and first-time buyers continue to find buying a home challenging. 
 
During the past week, the Dow gained 1.1% and ended the week at a record high while the S&P 500 rose 1.6% 
and the NASDAQ advanced 1.3% as strong earnings reports offset inflation concerns.  
 
HI-Quality Company News 
 

 

Johnson & Johnson-JNJ reported third quarter sales increased 11% to $23.3 billion with net earnings up 3% to 
$3.7 billion and EPS up 3% to $1.37. Adjusted EPS increased 18% to $2.60. This solid performance was driven 
by robust results across the company’s business units. Pharmaceuticals led the growth with revenues growing a 
robust 14% to $13 billion driven by double-digit growth in key products in oncology, immunology, infectious 
diseases and pulmonary hypertension. Worldwide Medical Devices sales increase 8% to $6.6 billion with growth 
driven by COVID-19 related market recovery and innovation. Worldwide Consumer Health sales increased 5% 
during the quarter to $3.7 billion with strong growth drive by over-the-counter products. Year-to-date, JNJ 
generated $15 billion in free cash flow and ended the quarter with net debt of $3 billion, including $31 billion in 
cash and investments and $34 billion in long-term debt. The company invested $3.4 billion in research and 
development to advance its promising innovative pipeline during the quarter and paid $2.8 billion in dividends. 



The company recently established a $2 billion settlement fund regarding talc litigation. JNJ increased its 2021 
full-year guidance with sales expected to increase 13.9% -14.5% for the year to a range of $94.1 billion to 
$94.6 billion with adjusted EPS expected to increase a healthy 21.7% to 22.3% to a range of $9.77-$9.82. 

 

Gentex-GNTX reported third quarter net sales dropped 19% to $399.6 million with net income sliding 53% to 
$76.7 million and EPS decreasing 50% to $.32. Gross margin was 35.3% compared to 39.7% for the third quarter 
of 2020. Gross margin was primarily impacted by the lower sales levels stemming from the 23% quarter-over-
quarter decline in light vehicle production and gross margin was also impacted by lower-than-expected price 
reductions on raw materials and increases in freight and other supply chain related costs. During the third 
quarter, the company repurchased 2.83 million shares of its common stock at an average price of $32 per share 
with 25.4 million shares remaining authorized for future share repurchases. The company maintains a strong 
balance sheet with more than $482 million in cash and investments, no long-term debt and $1.8 billion in 
shareholders’ equity. Based on the lower vehicle production forecast and the actual results of the third quarter, 
management updated the second half sales and gross margin outlook for 2021 to a range of revenues of $770 
million to $840 million from the previous guidance of $970 million to $1.07 billion with gross margins now 
expected to range between 35% to 36% from previous expectations of 37.5% to 38.5%. Based on the mid-
October 2021 light vehicle production estimates for 2022, the company estimates that revenue for calendar year 
2022 will be approximately 15% - 20% higher than the updated 2021 revenue estimates of $1.68 - $1.75 billion. 
“On a positive note, overall vehicle inventory levels are at historic lows, demand from our customers continues to 
remain strong, and interest from our customers in our core products and new technology areas for future projects 
is very high. So, despite the incredibly turbulent last 18 months and the next few quarters, which we expect to 
continue to be challenging due to supply chain constraints, our long-term growth prospects remain very 
strong, and we continue to believe that the next several years will produce above market growth rates 
that should provide us the opportunity to achieve excellent shareholder returns,” said President and CEO, 
Steve Downing. 

 

NVR, Inc.-NVR reported third quarter revenues increased 20% to $2.4 billion with net income increasing 
29% to $332.1 million and EPS increasing 33% to $86.44. New orders decreased by 22% during the quarter to 
5,201 units. However, the average sales price of new orders increased by 15% to $442,000. The cancellation 
rate in the third quarter was 9% compared to 12% in the prior year period. Settlements increased 10% during the 
quarter to 5,683 units. The backlog of homes sold but not settled as of September 30, 2021 was flat on a unit 
basis at 12,145 units and increased on a dollar basis by 15% to $5.37 billion year-over-year. Mortgage loan 
closings increased 17% to $1.62 billion during the quarter. During the first nine months, the company 
repurchased 244 million shares for an average price of $4,713 per share and ended the quarter with $2.6 billion 
in cash, $1.5 billion in long-term debt and $3 billion in shareholders’ equity on its sturdy balance sheet. 

 

Intel-INTC reported third quarter revenue increased 5% to $19.2 billion with operating income increasing 
3.3% to $5.2 billion, net income surging 60% to $6.8 billion and EPS up 64% to $1.67. Net income jumped 
on a $1.7 billion gain on equity investments, up from $56 million last year and lower taxes. By business segment, 
Client Computing Group revenue declined 2% to $9.7 billion on notebook ecosystem constraints and modem 
ramp down, partially offset by higher desktop demand. Data Center Group revenue increased 10% to $6.5 billion 
on strong enterprise recovery, gated by supply challenges in the semiconductor industry. Internet of Things 
Group revenue increased 54% to $1.0 billion, a third quarter record, driven by COVID recovery and Mobileye 



revenue motored ahead 39% to $326 million on improvement in global vehicle production and strong design win 
momentum. Year-to-date, Intel generated $12.6 billion in free cash flow, down 16.5% from last year on working 
capital changes and increased capital expenditures. Intel returned $6.6 billion to shareholders during the first 
nine months of 2021 through dividend payments of $4.2 billion and share repurchases of $2.4 billion. Intel ended 
the quarter with $11.9 billion in cash and short-term investments, $22.8 billion in trading assets, $35.6 billion in 
long-term debt and $90.1 billion in shareholders’ equity.  Looking ahead to the full year, management expects 
revenue of $77.7 billion with EPS of $4.50. Capital expenditures are expected in the $18.0 billion to $19.0 billion 
range and free cash flow is expected to reach $12.5 billion. For 2022, Intel expects revenue of $74 billion. During 
the next several years, Intel plans to invest heavily--$25 billion to $28 billion in 2022 and higher in subsequent 
years--to regain its competitive position. Margins are likely to be between 51% and 53% during the next two to 
three years, below the 55% projected for 2021. 

 

Accenture-ACN CEO Julie Sweet, the head of a consulting giant that works with more than three-quarters of 
Global Fortune 500 companies, told Yahoo Finance that businesses worldwide are worried about persistent 
inflation as snarled supply chains cause product delays and demand imbalances. In response to the disruption, 
many companies have sought to bolster their supply chains and improve their capacity to anticipate further 
problems, she said. "There's absolutely concern really around the globe," Sweet says. "It's been a long time 
before this, since there was pressure — many of us are old enough that we remember when inflation was 
something that we talked about." 

 

Tractor Supply-TSCO reported third quarter sales increased 15.8% to $3.02 billion with net income plowing 
ahead 17.7% to $224.4 million and EPS increasing 20.4% to $1.95. Comparable store sales increased 13.1%, 
versus a 26.8% increase last year, driven by comparable average transaction count and ticket growth of 3.6% 
and 9.5%, respectively. Robust comparable store sales growth reflects strong demand for everyday 
merchandise, including consumable, usable and edible products, and strong growth for summer seasonal 
categories. All geographic regions of the Company had strong comparable store sales growth. In addition, 
Tractor Supply’s e-commerce sales experienced strong double-digit growth for the 37th consecutive quarter. 
Tractor Supply opened 12 new Tractor Supply stores and three new Petsense stores in the third quarter of 2021. 
Year-to-date, Tractor Supply generated $489 million in free cash flow, down from $844 million last year, due to 
higher capital expenditures and operating expenses. Year-to-date, Tractor Supply returned $777.8 million to 
shareholders through dividend payments of $179.8 million and share repurchases of $598 million at an average 
cost per share of $170.86. Tractor Supply ended the quarter with $1.1 billion in cash, $3.5 billion in long-term 
debt and operating lease liabilities and $2 billion in shareholders’ equity. Despite unprecedented pressures 
across the company’s supply chain, management raised their fiscal 2021 outlook. The company now 
expects net sales of $12.6 billion, 16% comparable store sales growth, net income in the range of $972 to $985 
million and EPS in the range of $8.40 to $8.50. In addition, the company expects capital expenditures between 
$550 to $600 million and share repurchases of $750 to $800 million. 

 

Genuine Parts-GPC reported third quarter sales motored ahead 10.3% to $4.8 billion with net income declining 
1.9% to $228.6 million and EPS dipping 1.2% to $1.59. Excluding one-time items, most notably a $42 million (or 
$0.29 per share) after-tax loss on internally developed software, adjusted EPS increased 15% to $1.88. Despite 
global supply chain challenges, gross margins increased for the 16th consecutive quarter and operating 
margins expanded 30 basis points to 9.3%, the strongest in two decades. Sales for the Automotive Group, 
representing 66% of total sales, increased 8.2% to $3.2 billion, driven by a 4.8% global increase in comparable 
sales. Industrial Parts Group Sales, representing 34% of total sales, powered ahead 14.5% to $1.6 billion, 



reflecting a 13.4% increase in comparable sales. Year-to-date, Genuine Parts generated $870 million in free 
cash flow, representing a robust 135% of reported earnings, with the company returning $633 million to 
shareholders through dividend payments of $349 million and share repurchases of $284 million at an average 
cost per share of $129.09. The company has paid a dividend every year since it became a publicly traded 
company in 1948 and has increased its dividend for 65 consecutive years. Genuine Parts ended the quarter 
with $919 million in cash, $2.4 billion in long-term debt and $3.2 billion in shareholders’ equity. Given the strong 
year-to-date results, management raised its 2021 guidance with sales now expected to increase 12% to 13%, up 
from previous guidance of 10% to 12%, and EPS expected in the range of $5.92 to $5.97, up from previous 
guidance of $5.81 to $5.96. Free cash flow is expected in the $950 million to $1.15 billion range, up from 
previous guidance of $900 million to $1.1 billion. 

 

SEI Investments-SEIC reported third quarter revenues rose 14% to $485.3 million with net income 
increasing 24% to $138 million and EPS increasing 29% to $.97. Revenues from asset management, 
administration and distribution fees increased primarily due to market appreciation and higher assets under 
management due to positive cash flows from new and existing clients. The average assets under administration 
increased 16% to $855.7 billion during the quarter. The average assets under management, excluding LSV, 
increased 22% to $300 billion.  The increase in operational expenses was primarily due to increased direct costs 
related to increased revenues, as well as increased personnel costs due to business growth and competitive 
labor markets. Earnings from LSV increased 24% to $35 million due to higher assets under management from 
market appreciation. During the third quarter, the company capitalized $7.2 million of software development costs 
with amortization expense of $12 million. The tax rate increased to 21.7% in the third quarter compared to 21.4% 
in the prior year period. During the third quarter, the company generated free cash flow of $144.6 million and 
repurchased 2 million shares of its common stock for $119.9 million at an average price of $59.95 per share. The 
company maintains a strong balance sheet with more than $854 million in cash and investments and no long-
term debt. 

 

Genentech, a member of the Roche Group-RHHBY, announced the FDA has approved Susvimo, previously 
called Port Delivery System with ranibizumab. Susvimo is the first wet age-related macular degeneration (AMD) 
treatment in 15 years to provide an alternative to standard-of-care eye injections needed as often as once a 
month.  By continuously delivering medicine into the eye through a refillable implant, Susvimo may help people 
with wet AMD maintain their vision with as few as two treatments per year.  Wet AMD impacts approximately 1.1 
million people in the United States and is a leading cause of blindness in people aged 60 and older.  

In other news, Roche Holdings-RHHBY provided a 9-month trading update as the company reported Group sales 
increased 6% to CHF46.68 billion due to strong demand for coronavirus tests, recently launched drugs and 
diagnostic platforms. The company raised its outlook for the full 2021 year with sales are now expected to 
grow in the mid-single digit range, at constant exchange rates compared to previous guidance of low to mid-
single digit growth. Core earnings per share are targeted to grow broadly in line with sales, at constant exchange 
rates. Roche expects to increase its dividend in Swiss francs further. 

 

Canadian National Railway-CNI reported third quarter revenues chugged ahead 5% to C$3.6 billion with net 
income and EPS steaming up more than 70% to C$1.69 billion and C$2.37, respectively. Stripping away one-
time items including a C$886 million termination payment made by Kansas City Southern (KCS) in the wake of its 
merger agreement with Canadian Pacific, adjusted EPS increased 10% to $1.52. Double-digit declines in grain 



and auto shipments were more than offset by a 40%+ jump in coal shipments and double-digit increases in 
Petroleum & Chemicals and Metals & Minerals. Revenue ton miles (RTMs) dipped 1% to 55.9 billion while freight 
revenue per RTMs increased 6% to 6.13 cents, driven by a significant decrease in the average length of haul, 
freight rate increases and higher fuel surcharge rates. Canadian National’s adjusted operating ratio declined by 
90 basis points to 59.0%, reflecting operating improvements including a 4% decline in fuel costs. During the first 
nine months of 2021, Canadian National generated free cash flow of C$2.034 billion with the company 
returning nearly C$1.8 billion to shareholders through dividends of C$1.3 billion and share repurchases 
of C$486 million. Canadian National resumed its share repurchase program after the KCS merger was 
terminated and expects to complete the remaining C$1.1 billion of share repurchases authorized by the end of 
January 2022. Canadian National ended the quarter with C$2.2 billion in cash, C$12.3 billion in long-term debt 
and C$21.7 billion in shareholders’ equity. For the full year, Canadian National now assumes total revenue ton 
miles (RTMs) will increase in the low single-digit range (versus its prior estimate in the mid single-digit range). 
Canadian National expects to deliver an operating ratio of 57% and 10% adjusted diluted EPS 
growth.  Management still targets free cash flow in the range of C$3.0 billion to C$3.3 billion in 2021 compared to 
C$3.2 billion in 2020. The company also announced its CEO, JJ Ruest, will retire as president and chief 
executive officer and as a member of the Board of Directors, effective the end of January 2022. 

 

Ulta Beauty-ULTA announced long-term financial targets for fiscal 2022-2024. The company expects total 
sale growth to compound at a 5% to 7% annual rate with 50 new stores expected to be opened 
annually.  Comparable store sales growth of 3% to 5% is expected annually with operating profit margins in the 
13%-14% range resulting in double-digit growth in EPS. Capital expenditures are expected to approximate 
4%-5% of sales. 

***** 

Accenture’s CEO pointed out this week that businesses worldwide are worried about persistent inflation as snarled 
supply chains cause product delays and demand imbalances. Despite unprecedented global supply chain 
challenges, many of our HI-quality companies from Genuine Parts to Tractor Supply are managing well through 
these pressures with increased sales and expanding profit margins leading to higher growth forecasts for earnings 
and free cash flows. 
 

***** 
This past week, Ben Bernanke, the former Federal Reserve chairman, was a keynote speaker at the annual 
Schwab Impact virtual conference, which we watched. This snippet from Advisor Perspectives summarized his 
comments:  

Ben Bernanke said the U.S. economy slowed in the second half of this year as monetary and fiscal support 
waned and unemployment declined although he said we should expect 5% to 6% growth this year and 3% next 
year.   

He described the labor market as one of the “oddest” ever. Employment is five million below trend, but there are 
record job vacancies due to people “taking their time” to decide on their career path. By next September, he 
expects the U.S. to be at full employment.   

Bernanke noted that the Fed succeeded in getting inflation higher than it wanted but expects inflation will 
moderate and come down to a level that the Fed is comfortable with. The supply chain issue has a structural 
component, as consumers shifted consumption from the service sector (e.g., restaurants) to goods (e.g., 
exercise equipment). This has taxed the supply chain in unexpected ways. The supply chain is fragile, he said, 
because of low, “just-in-time” inventories that are vulnerable to disruptions, and that is compounded by consumer 
hoarding. As the virus comes under control and consumers go back to a normal mix of goods and services, the 
market will respond. Inflation is one of those responses. The system will find solutions, he said, even though the 
Christmas rush will be upon us. Inflation will begin to moderate in 2022, Bernanke said.  



Bernanke said the Fed used to change interest rates without notice, and it now gives guidance on its policies and 
planning. It has said it won’t move rates up until it achieves 2% inflation, which it has, and there is full 
employment, which has not yet been accomplished. He expects the “taper” to proceed, and for slow rate 
increases later next year provided inflation is controlled and full employment is achieved. The Fed will taper in 
November, Bernanke said, and a year later will raise rates. “That is appropriate,” he said. 

Stagflation is unlikely, Bernanke said, because we are seeing strong growth, which is indeed a driver of inflation. 
We are on a trajectory that will take us to more moderate inflation, perhaps above target, and 2% to 3% growth. 
He hopes that work-from-home and biomedical and technology advances will increase productivity, which is the 
opposite of stagflation. 

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

Ingrid R. Hendershot 
President 


