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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 31,082.56             +4.9% -14.5% 

S&P 500   3,752.75             +4.7% -21.3% 

NASDAQ 10,859.72 +5.2% -30.6% 

 
 
The stock market soared last week given solid third quarter earnings reports and hopes for a less aggressive Fed 
with the Dow jumping 4.9%, the S&P 500 increasing 4.7% and NASDAQ bouncing 5.2%.        

Economic Releases  

A summary of economic releases during the past week which may impact the financial markets: 
 
For the week ending October 15, initial jobless claims decreased by 15,000 to 214,000, while continuing jobless 
claims for the week ending October 8 increased by 21,000 to 1.385 million. Initial claims are running at low 
levels, indicating a still tight labor market. 
 
Total industrial production increased 0.4% month-over-month in September and was up 5.3% year-over-year.  
The capacity utilization rate increased to 80.3% which is 0.7% above its long-term average. 
 
Total housing starts declined 8.1% month-over-month in September to a seasonally adjusted annual rate of 
1.439 million units.  Building permits rose 1.4% month-over-month to 1.564 million. However, there was ongoing 
weakness in starts and permits for single-family units, which were down 4.7% and 3.1% month-over-month, 
respectively, reflecting the adverse impact sharply higher mortgage rates have had on buyer demand and builder 
sentiment. 

Existing home sales decreased 1.5% month-over-month in September to a seasonally adjusted annual rate of 
4.71 million.  That is the eighth straight month that existing home sales have fallen, and it is the weakest pace of 
sales since 2012. Total sales in September were down 23.8% from a year ago. Higher mortgage rates have 
created affordability pressures for prospective buyers and deferred listing decisions for potential sellers who see 
an expensive repurchase proposition. At the same time, the median existing home price for all housing types 
increased 8.4% year-over-year to $384,800, representing the 127th consecutive month of year-over-year gains. 
That is the longest-running streak on record. 

HI-Quality Company News 
A summary of important earnings and/or capital allocation news announced during the past week 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: 
 



 

Western Alliance-WAL reported third quarter net revenue banked a 21% increase to $663.9 million with net 
income up 11.4% to $264 million and EPS up 6.1% to $2.42. These record revenues and earnings were 
driven by sound organic growth in loans and deposits with asset quality strong and stable. Loans 
increased 30% on an annualized basis to $52.2 billion with total deposits increasing 14% to $55.6 billion. The 
speed and level of interest rate hikes did negatively impact mortgage banking related income which dropped 
sharply to $37.5 million during the quarter due to lower refinancing and mortgage originations. Net interest 
margin increased to 3.78% thanks to rising interest rates. Return on average assets was 1.53% with return on 
tangible common equity equal to 24.9%. The bank ended the quarter with an efficiency ratio of 45.5% which is 
expected to remain in the low 40% range in the years ahead. Quarter end book value per share was $43.39 while 
tangible book value increased 7% over the prior year to $37.16 per share. Tangible book value has compounded 
at a 19.4% annual rate since 2013. Over the past decade, Western Alliance has transformed the business 
through a diversification strategy and underwriting discipline which sustains superior asset quality. While the 
bank is preparing for a recession through its conservative underwriting, management is not currently seeing any 
signs of elevated credit stress. The bank is well capitalized and positioned well for slowing growth. 

 

Genuine Parts-GPC reported record third quarter sales increased 18% to $5.7 billion with net income 
motoring 37% higher to $312.4 million and EPS up 38% to $2.20. The double-digit sales and earnings 
growth was driven by the resilience of the Automotive and Industrial businesses. This was the 6th 
consecutive quarter of double-digit sales growth and margin expansion led to the 9th consecutive quarter of 
double-digit adjusted EPS growth. The financial results reflect the integration of the Kaman Distribution Group 
acquisition. Free cash flow increased 15% year-to-date to $1 billion driven by higher net income and effective 
management of working capital. During the first nine months, Genuine Parts paid $369.5 million in dividends and 
repurchased $172.7 million of its common stock while spending $1.6 billion for acquisitions, including $1.3 billion 
for Kaman. Operating well in a challenging environment, Genuine Parts continues to gain market share and 
raised its sales and earnings outlook for the full year. In 2022, the company now expects 15%-16% total 
sales growth and EPS in the range of $8.29-$8.39 while affirming free cash flow in the $1.2 billion to $1.4 billion 
range. 

 

Tractor Supply-TSCO reported third quarter sales increased 8% to $3.3 billion with net income increasing 4% to 
$234 million and EPS increasing 8% to $2.10 given the resilient underlying health of the business. Comparable 
store sales increased 5.7% driven by comparable average ticket growth of 7%, partially offset by a comparable 
average transaction count decline of 1.3%. Tractor Supply opened 11 new Tractor Supply stores and two new 
Petsense stores in the third quarter of 2022. Year-to-date, Tractor Supply generated $175 million in free cash 
flow, down from $489 million last year, due to higher capital expenditures. Year-to-date, Tractor Supply 
returned $916 million to shareholders through dividend payments of $308 million and share repurchases 
of $608 million at an average cost per share of $206.95. Tractor Supply ended the quarter with $211 million in 
cash, $1 billion in long-term debt and $1.9 billion in shareholders’ equity. The company updated its fiscal 2022 
guidance to reflect the strong performance year-to-date and the recent acquisition of Orschein Farm and Home 
which closed on October 12, 2022. The acquisition is anticipated to add approximately $75 million to net sales in 



the fourth quarter. Management raised its financial outlook for the year and now expects net sales in the 
range of $14.06 billion to $14.12 billion, 5.4%-5.8% comparable store sales growth, net income in the 
range of $1.07 to $1.08 billion, EPS in the range of $9.55 to $9.63. Capital expenditures for the full year are 
expected between $650 million to $700 million, including the opening of approximately 60 to 70 new Tractor 
Supply stores and 10 new Petsense stores. In addition, management is very confident in their ability to gain 
market share and grow in 2023 due to previous efforts made to streamline the business and expects inflation to 
moderate in the second half of 2023. 

 

Johnson & Johnson-JNJ reported third quarter sales increased 2% to $23.7 billion with net earnings up 22% to 
$4.5 billion and EPS up 23% to $1.68. Pharmaceuticals led the growth with revenues growing 3% to $13.2 billion 
driven by double-digit growth in Oncology. Worldwide Medical Devices sales increased 2% to $6.7 billion, 
reflecting procedure recovery and benefits from innovation & commercial execution. Worldwide Consumer Health 
sales remained relatively flat at $3.8 billion. Year-to-date, JNJ generated $13 billion in free cash flow and 
ended the quarter with $31 billion in cash and investments and $32 billion in long-term debt. During the quarter, 
the company invested $3.6 billion in research and development to advance its promising innovative 
pipeline, paid $3 billion in dividends, and repurchased $2 billion of its common stock. JNJ updated 2022 
full-year guidance with reported sales now expected to increase 1.8% -2.3% for the year to a range of $93 billion 
to $93.5 billion. Operational sales growth, which excludes foreign currency headwinds, is expected to exceed 
7%. Adjusted EPS is now expected to increase 2.3% to 2.8% to a range of $10.02-$10.07. JNJ reaffirmed its 
fiscal 2025 year Pharmaceutical sales projection of $60 billion, which will account for 65%-70% of total 
sales after the planned spin-off of the Consumer Health business next year. 

 

Roche Holdings-RHHBY provided a 9-month sales update as the company reported Group sales increased 1% 
to CHF 47 billion. Sales were impacted by significantly lower COVID-19 related sales in both divisions during the 
quarter. The demand for their newer medicines for multiple sclerosis, hemophilia, spinal muscular atrophy and 
cancer remains high. For the full 2022 year, Roche expects sales to grow in the low-single digit range at 
constant exchange rates. Core earnings per share are targeted to grow in the low- to mid-single-digit 
range at constant exchange rates. Roche expects to increase its dividend in Swiss francs further. 

 

 

Berkshire Hathaway-BRKB announced the completion of the acquisition of Alleghany for $11.6 billion in 
cash. Alleghany owns operating subsidiaries and manages investments, anchored by a core position in property 
and casualty reinsurance and insurance and continues to be led by Joe Brandon. 

 

Visa-V is partnering with Thunes to help individuals and small businesses move money internationally to 
78 digital wallet providers, reaching 1.5 billion digital wallets across 44 countries and territories. This 
partnership will now expand Visa Direct’s reach to nearly 7 billion endpoints, including more than 3 billion cards, 



over 2 billion accounts and 1.5 billion digital wallets. For the unbanked individuals in emerging markets, digital 
wallets are gaining traction as an empowering first entry point to the financial system. Consumers are not 
required to have a card or account to load or receive funds directly to their digital wallet, opening the potential for 
greater financial inclusion and enabling underserved populations opportunities to access financial products that 
meaningfully impact how they live and work. 

***** 

To combat inflation, the Federal Reserve has already raised its fed fund futures by 300 basis points since March, 
one of the fastest moves in history. This includes three consecutive 0.75% rate hikes, large moves that had 
previously been considered very rare. Another 0.75% interest rate increase is expected in the beginning of 
November. The Fed likely will raise its benchmark rate to a range of 4.5%-5.0%.  With much of this monetary 
tightening already priced into the market, talk of slowing the pace of future interest rate increases helped the 
stock market rally strongly last week.  

Solid third quarter earnings reports also helped boost the stock market with several of our HI-quality companies 
reporting good news. Western Alliance reported record third quarter revenues and earnings which were driven 
by sound organic growth in loans and deposits with asset quality strong and stable. While management is 
prudently preparing for slowing economic growth, the well-capitalized bank currently is not seeing any signs of 
elevated credit stress. Genuine Parts’ third quarter double-digit sales and earnings growth was driven by the 
resilience of the Automotive and Industrial businesses. The company continues to gain market share and raised 
its sales and earnings outlook for the balance of the year. Tractor Supply also raised its sales and earnings 
outlook for 2022 after reporting solid third quarter financial results with management confident the business will 
continue to gain market share and grow in 2023. Johnson & Johnson reported healthy third quarter results with 
the business generating $13 billion in free cash flow year-to-date. During the past quarter, JNJ paid $3 billion in 
dividends and repurchased $2 billion of its common stock. Roche provided an update on its third quarter sales 
growth and reaffirmed growth in sales and earnings for the balance of the year with continued dividend growth 
expected.  Berkshire Hathaway announced it completed its $11.6 billion cash acquisition of Alleghany last 
week.  Despite the stock market’s volatility this year, our HI-quality companies continue to grow and gain market 
share. Strong free cash flow enables them to pay dividends and make substantial repurchases while also 
reinvesting in their businesses and making strategic acquisitions for future growth. Many more of our HI-quality 
companies will report earnings this week. Stay tuned! 

***** 

Tax Inflation Adjustments for 2023 
 
The IRS announced tax inflation adjustments for tax year 2023. Here are a few highlights: 
 
The limit on annual contributions for an IRA in 2023 was increased to $6,500 with catch-up contributions for 
those over 50 remaining at $1,000 for a total of $7,500.  

The contribution limit for 401(k), 403(b), most 457 plans and the federal government’s Thrift Savings Plan 
increased for 2023 to $22,500. For those over 50, the catch-up contribution increased to $7,500, so the total for 
those over 50 is $30,000 for retirement plan contributions in 2023.  

The annual exclusion for gifts increases to $17,000 for calendar year 2023, up from $16,000 for calendar year 
2022. 

Estates of decedents who die during 2023 have a basic exclusion amount of $12.9 million up from a total of just 
over $12 million for estates of decedents who died in 2022. 

The standard deduction for married couples filing jointly for tax year 2023 rises to $27,700, up $1,800 from the 
prior year. 



For single taxpayers and married individuals filing separately, the standard deduction rises to $13,850 for 2023, 
up $900, and for heads of households, the standard deduction will be $20,800 for tax year 2023, up $1,400 from 
the amount for tax year 2022. 

As to marginal rates, for tax year 2023, the top tax rate remains 37% for individual single taxpayers with incomes 
greater than $578,125 ($693,750 for married couples filing jointly). 

The other rates are: 

• 35% for incomes over $231,250 ($462,500 for married couples filing jointly); 
• 32% for incomes over $182,100 ($364,200 for married couples filing jointly); 
• 24% for incomes over $95,375 ($190,750 for married couples filing jointly); 
• 22% for incomes over $44,725 ($89,450 for married couples filing jointly); 
• 12% for incomes over $11,000 ($22,000 for married couples filing jointly). 

 
The lowest rate is 10% for incomes of single individuals with incomes of $11,000 or less ($22,000 for married 
couples filing jointly). 

***** 

2023 Capital Gains Tax Rates 

 

***** 

Student Loan Forgiveness 

People seeking to apply for student debt relief can fill out the form at StudentAid.gov. Borrowers have until 
December 31, 2023, to submit an application which takes about five minutes to complete. Up to $10,000 in 
student loan debt can be cancelled for individuals making less than $125,000 a year or as much as $20,000 for 
eligible borrowers who were also Pell Grant recipients. More information about the student loan debt relief 
program may be found on the StudentAid.gov website. 

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

Ingrid R. Hendershot, CFA 

President 
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