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Economic and Market Performance 

 

MARKET INDEX CLOSE 
9-25-20 

WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 27,173.96 -1.8% -4.8% 

S&P 500 3,298.46 -0.6% +2.1% 

NASDAQ 10,913.56 1.1% +21.6% 

 

Another 870,000 Americans filed for first-time unemployment benefits last week, rising slightly from the prior 
week. This represented the fourth consecutive week that new jobless claims came in below the psychologically 
important one million level but was still high on a historical basis.  Continuing claims for the week ended 
September 12 were 12.58 million. Continuing claims have trended lower after a peak of nearly 25 million in May. 
These claims, which capture the total number of individuals still receiving unemployment insurance, have not 
broken below the 12 million mark since before the pandemic took hold of the labor market in mid-March. 

Durable goods orders increased 0.4% month-over-month in August.  Order increases were seen across most 
categories, as manufacturing needs continued to recover from their pandemic depression, yet total orders are still 
down 11.3% year-over-year.  
 
Existing-home sales increased for the third consecutive month in August, as the U.S. housing market continued 
its rebound from the coronavirus pandemic. Total existing-home sales rose 2.4% from July to a seasonally 
adjusted annual rate of six million. It was the fastest pace of home sales recorded since December 2006. 
Compared with a year ago, existing home sales were up 10.5%.  

As sales increased, so did prices. Demand for homes is up, reflecting the positive effect of record-low mortgage 
rates. The median existing-home price was $310,600 in August, up 11.4% from a year ago. Tightening inventory 
contributed to the rise in prices. Unsold inventory sat at a three-month supply in August.  A six-month supply of 
homes is generally considered to be indicative of a balanced market.  

Sales of new single-family homes in August exceeded an annual rate of one million for the first time since 2006. 
New home sales occurred at a seasonally adjusted annual rate of 1.011 million. That represents a 4.8% increase 
from July. Compared with last year, new home sales are up 43%. 

Amid a September slump, the Dow and S&P 500 recorded their fourth weekly decline with the Dow down 1.8% 
and the S&P 500 down 0.6% last week while the NASDAQ rebounded 1.1%.   

 

HI-Quality Company News 

 

 

FactSet-FDS reported fourth quarter revenues rose 5% to $383.6 million with net income down 3% to $89.1 
million and EPS down 2% to $2.29. For the full fiscal 2020 year, revenues rose 4% to $1.5 billion with net income 
and EPS each up 6% to $372.9 million and $9.65, respectively. FactSet has reported 40 straight years of 



revenue growth with adjusted earnings growth up for 24 consecutive years.  Return on shareholders’ equity for 
fiscal 2020 was a superb 42%.  Free cash flow increased 16% during the year to $428 million with the company 
paying $110 million in dividends and repurchasing $200 million of its common shares during the year. Annual 
Subscription Value (ASV) plus professional services was $1.56 billion at year end, which represented 5.3% 
organic growth due to higher sales in FactSet’s wealth and analytics workflow solutions. When expressed as a 
percentage of clients, retention was 90%. For fiscal 2021, organic ASV plus professional services is expected to 
increase 4%-5% with revenue expected in the range of $1.57 billion to $1.585 billion and EPS expected in the 
range of $10.75-$11.15. FactSet is benefiting from the increased demand for digital services, content and 
technology. 

 

Accenture-ACN reported fourth quarter revenues declined 2% to $10.8 billion with net income and EPS each up 
14% to $1.3 billion and $1.99, respectively. For the full year, revenues rose 3% to $44.3 billion with net income 
and EPS each up 7% to $5.1 billion and $7.89, respectively. Full year results included $.43 per share of gains on 
investments. Excluding these gains, adjusted EPS increased 1% for the year to $7.46. Return on shareholders’ 
equity was a strong 30% in fiscal 2020. Free cash flow increased 26% during the year to a record $7.6 billion 
thanks to stellar billing and collection of receivables. During the year, the company paid $2.0 billion in dividends 
and repurchased $2.9 billion of its common stock and ended the year with more than $8.5 billion in cash and 
investments on its strong balance sheet. The company announced a 10% increase in its dividend and expanded 
its share repurchase program an additional $5 billion. New bookings in the fourth quarter were $14 billion, the 
company’s second-highest level ever due to strong demand for the company’s digital, cloud and security 
services. For the full year, Accenture’s bookings reached a record $49 billion. For fiscal 2021, Accenture expects 
revenue growth of 2% to 5% on a constant currency basis with EPS expected in the range of $7.80 to $8.10, 
reflecting a 5% to 9% increase from adjusted fiscal 2020 EPS. Free cash flow is expected in the range of $5.7 
billion to $6.2 billion for fiscal 2021. 

 

NIKE-NKE reported fiscal 2021 first quarter sales dipped 1% to $10.6 billion with net income increasing 11% to 
$1.5 billion and EPS up 10% to $0.95. During the quarter, lower revenue in the wholesale business and NIKE-
owned stores offset a 12% increase in direct sales on strong NIKE Brand digital growth of 82%. Nike ended the 
quarter with $6.7 billion in inventories, up 15% from last year and down 9% from the previous quarter as 
management continues to strategically manage excess inventory resulting from significant door closures and 
lower wholesale shipments. The company ended the quarter with $9.5 billion in cash and investments, up $5.8 
billion from last year, boosted by proceeds from a corporate bond sale in March and positive free cash flow, 
partially offset by share repurchases and dividends. During the quarter, Nike paid dividends of $384 million, up 
11% from last year, with the company increasing its dividend for 18 consecutive years.  Prior to the suspension of 
its share repurchase program during the fourth quarter of fiscal 2020, Nike had repurchased $4 billion of its 
shares, leaving about $11 billion remaining authorized for future share repurchases.  

 

Microsoft-MSFT announced plans to acquire ZeniMax Media, the parent company of Bethesda Softworks, one 
of the largest, privately held game developers and publishers in the world for $7.5 billion in cash. More than three 
billion people play games for fun, escape, and human connection. The cultural phenomenon of gaming has made 
it the largest and fastest-growing form of entertainment in the world—an industry that is expected to be more 
than $200 billion in annual revenue in 2021. Games are fueling new cloud-gaming services like Xbox Game 
Pass, which has reached a new milestone of over 15 million subscribers. Microsoft expects the acquisition to 
close in the second half of fiscal year 2021 and to have minimal impact to non-GAAP operating income in fiscal 
years 2021 and 2022. 



 

Berkshire Hathaway-BRKB will make a $600 million preferred equity investment, earning 8% in interest, in E.W. 
Scripps to help finance the $2.65 billion acquisition of national broadcast network ION Media. Berkshire 
Hathaway also will receive a warrant to purchase up to 23.1 million Class A shares, at an exercise price 
of $13 per share. Ted Weschler, the Berkshire Hathaway officer responsible for the investment, said Scripps' 
history of value creation drove their interest in the transaction. 

 

Given the current operating environment, Ulta Beauty-ULTA has decided to prioritize growth of its U.S. 
operations and is suspending its planned expansion to Canada.  Investments to support the expansion into 
Canada have largely been limited to early-stage infrastructure buildout and lease obligations for a small number 
of stores. Ulta expects to incur costs in the range of $55 million to $65 million, the majority of which will be 
recognized in fiscal 2020. Additionally, Ulta Beauty has repaid the outstanding $800 million in borrowings under 
its revolving credit facility. 

 

Johnson & Johnson-JNJ announced the launch of its large-scale, pivotal, multi-country Phase 3 trial 
(ENSEMBLE) for its COVID-19 vaccine candidate, The initiation of the ENSEMBLE trial follows positive interim 
results from the Company’s Phase 1/2a clinical study, which demonstrated that the safety profile and 
immunogenicity after a single vaccination were supportive of further development. Based on these results and 
following discussions with the U.S. Food and Drug Administration (FDA), ENSEMBLE will enroll up to 60,000 
volunteers across three continents and will study the safety and efficacy of a single vaccine dose versus placebo 
in preventing COVID-19. Johnson & Johnson has continued the scaling up of its manufacturing capacity and 
remains on track to meet its goal of providing one billion doses of a vaccine each year. The Company is 
committed to bringing an affordable vaccine to the public on a not-for-profit basis for emergency pandemic use 
and anticipates the first batches of a COVID-19 vaccine to be available for emergency use authorization in early 
2021, if proven to be safe and effective. 

**** 

Our HI-quality companies continue to generate strong free cash flows. This enables the firms to increase 
dividends, like Accenture’s recently announced 10% dividend increase, and repurchase shares as FactSet, 
Accenture and Nike continued to do during the past quarter. Strong financial positions also enable our companies 
to make investments like Berkshire’s $600 million preferred stock investment in E.W. Scripps and acquisitions 
like Microsoft’s $7.5 billion cash acquisition of ZeniMax Media. High profitability is a hallmark of our companies as 
evidenced by FactSet’s outstanding 42% return on shareholders’ equity (ROE) and Accenture’s stellar 30% ROE 
which were generated during the past challenging fiscal 2020 year. Johnson & Johnson announced its large-
scale testing of a COVID-19 vaccine, which if proven to be safe and effective will be available in early 2021. As 
successful vaccines become available in 2021, the global economy should continue to recover and resume 
healthy growth. 
 
If you have any questions, please let us know. 
 
Sincerely, 
 

Ingrid R. Hendershot 
 

Ingrid R. Hendershot, CFA 
President 


