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This summer sizzled with hot weather and hot 
inflation. Following the COVID-19 pandemic, 
significant stimulus payments put plenty of 
money into people’s pocketbooks. With a 
shortage of a wide variety of goods due to 
supply chain disruptions, inflation flared as 
“too much money was chasing too few 
goods.”  
 
Russia’s invasion of Ukraine compounded 
inflationary pressures as energy prices 
jumped with gas prices topping $5 a gallon.  
 
Wage inflation persists due to a tight labor 
market as businesses struggle to find workers  
amid the Great Resignation following the pan-
demic. The current unemployment rate of 
3.5% matches the lowest level in 50 years.  
 
Not surprisingly, inflation surged to 9.1% in 
June which was the highest level in 41 years. 
To help get inflation under control, the Federal 
Reserve is aggressively raising interest rates 
to cool demand after inflation did not prove 
“transitory.” So far in 2022, the Fed has raised 
interest rates four times by a combined 2.25% 
with further interest rate hikes on the horizon.  
 
Inflation has recently “cooled” to a still swelter-
ing 8.5%, as gas prices have steadily declined 
to under $4 a gallon with the pullback in oil 
prices. Other items which spiked in price dur-
ing the pandemic like houses, used cars and 
furniture could also become cheaper as sup-
ply chains untangle and housing demand de-
clines with rising mortgage rates.  
 
To attempt to address both hot inflation and 
hot weather, Congress recently passed the 
Inflation Reduction Act. The bill is seeking to 
reduce the deficit by $300 billion while spend-
ing $369 billion on climate change and energy 
security among other items. To help finance 
the bill, a 15% minimum corporate tax rate will 
be imposed on large corporations and a 1% 
excise tax will be placed on stock repurchases 
beginning in 2023. We will carefully watch 
how companies change capital allocation de-
cisions given the buyback excise tax.  

Mr. Market cheered the hope that inflation has 
peaked with a strong stock market rally since 
mid-June. However, current inflation is still a 
long way from the Federal Reserve’s goal of 
2% annual inflation which will likely lead to fur-
ther interest rate hikes.   
 
Higher interest rates will benefit  Bank of Ha-
waii and Western Alliance (see p. 10). Rising 
rates also are favorable for ADP, Paychex and 
Berkshire Hathaway as they earn more inter-
est income on their float. At the same time, 
Wall Street  is concerned higher rates may lead 
to a chilling recession. While we have had two 
quarters of contracting GDP which many define 
as a technical recession, the strong employ-
ment market paints a different picture. In fact, 
Paychex noted that none of its business indi-
cators are currently pointing to recession given  
strong employment. However, hiring is slowing 
at several companies such as  Alphabet, Me-
ta, Microsoft and T. Rowe Price. 
 
Mastercard is not seeing signs of recession 
given strong consumer spending thanks to low 
unemployment, high wage increases and high 
consumer savings. Visa also is seeing no indi-
cation of an economic slowdown or evidence of 
a pullback in consumer spending. Despite still 
tight and long supply chains, Fastenal’s ability 
to source products is less chaotic. The compa-
ny is still seeing healthy demand and strong 
customer backlogs making them confident that 
the future looks bright.  
 
With Labor Day approaching, workers have 
much to celebrate with jobs plentiful and wages 
rising. The hot summer of inflation appears to 
be cooling with a deep freeze recession cur-
rently not in sight. Despite a challenging oper-
ating environment including inflationary pres-
sures, Covid shutdowns, geopolitical tensions, 
foreign exchange headwinds and an uncertain 
macroeconomic environment, our HI-quality 
companies have performed well given resilient 
business models. In addition, most of our HI-
quality companies appear reasonably valued 
which bodes well for future long-term returns!   

IS THE HOT SUMMER  
OF HOT INFLATION OVER? 
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STOCK PERFORMANCE 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
8-19-22 

Total (c) 
Return 

 
Advice* 

 
Comment 

Accenture-ACN Consulting/Outsourcing 03-06-12 59.95 315.29 471% BUY Expects 20+% growth in sales and 
earnings in fiscal 2022 

Alphabet, Cl A-GOOGL 
Alphabet, Cl A-GOOGL 
Alphabet, Cl C-GOOG 

Online advertising; 
technology 

06-10-11 
06-08-15 
06-10-11 

12.82 
27.32 
12.74 

 
117.21 
118.12 

 
421% 
827% 

 
BUY 

Repurchased $28.5 billion of stock in 
first half and ended quarter with $125 

billion in cash 

Apple-AAPL iPhones, computers, 
services 

09-07-10 9.24 
 

171.52 1,827% HOLD Free cash flow up 19% YTD to $90.6 
billion 

Automatic Data 
Processing-ADP 

Human capital mgmt. 03-09-16 
03-11-20 

85.62 
148.95 

259.82 132% HOLD Generated double-digit growth in sales 
and earnings in 4Q 

Bank of Hawaii-BOH Financial services 09-09-20 
 

53.68 
 

83.82 75% BUY Generated 18.2% ROE in 2Q; dividend 
yields 3.3% 

Baxter International-
BAX 

Healthcare 09-07-21 83.32 61.25 -25% BUY Expects 4%-5% annual sales growth 
through 2025 with expanding margins 

Berkshire Hathaway-
BRKB 
  

Insurance/diversified  12-28-94! 
03-10-00 
03-17-00 

21.56 
27.45 
34.13 

297.28 1,016% BUY 2Q operating earnings increased 39% to 
$9.3 billion; increased ownership of 

Occidental Petroleum to more than 20% 

Booking Holdings-BKNG Online travel 09-07-21 
06-02-22  

2,338.50  
2,374.74 

2086.92 -11% BUY 2Q revenues soared 99% higher; 
repurchased $2.3 billion of stock in 1H 

Brown-Forman-BFB Liquor 03-10-00 4.25 77.24 2,025% HOLD Generated bubbly 31% ROE in fiscal 
2022 

Canadian National 
Railway-CNI 

Railroad 06-08-15 
12-03-19 

58.05 
88.61 

126.72 57% BUY Paid C$1 billion in dividends and 
repurchased C$2.4 billion of stock in 1H 

Cisco Systems-CSCO  Internetworking   03-12-97 
03-10-21 

 

5.78 
48.41 

48.70 37% BUY In 2022, paid $6 billion in dividends and 
repurchased $7.7 billion of stock 

Cognizant Tech.-CTSH IT consulting 09-07-12 33.43 68.60 118% BUY Adding to position (see p. 11) 

FactSet Research-FDS Financial information 03-14-14 104.42 446.37 347% BUY 3Q revenue +22%; has more than 40 
consecutive years of sales growth 

Fastenal-FAST  Industrial supplies 03-10-00 
09-07-17 

2.44 
20.85 

55.21 256% HOLD Expanded share buyback by 8 million 
shares 

General Dynamics-GD Aerospace and defense 12-03-19 176.29 241.67 44% HOLD Gulfstream has highest backlog in a 
decade; free cash flow more than doubled 

Gentex-GNTX Auto mirrors 12-08-15 16.29 28.94 95% BUY Expects improving sales as supply chains 
unsnarl with 2023 sales +15% to 20% 

Genuine Parts-GPC  Diversified distributor  03-10-00 
09-09-15 

20.81 
84.09 

159.85 161% HOLD Trimming position (see p. 4) 

Hormel Foods-HRL  Food  06-14-01 6.01 51.07 914% BUY Double-digit sales and earnings growth in 
2Q; free cash flow +62% in 1H 

Intel-INTC Semiconductors 09-09-20 49.84 35.38 -24% SELL Selling position (see p. 4) 

Johnson & Johnson-JNJ  Healthcare products  03-10-00 
09-10-18 

35.48 
137.52 

169.31 92% BUY Ended 2Q with zero net long-term debt 
on its AAA-rated balance sheet 

3M-MMM Diversified 03-07-07 
09-10-18 

73.70 
213.64 

145.20 3% HOLD Spinning off Healthcare business with 
sales of about $8.6 billion 

*All recommendations made in this newsletter may not be suitable for every account, depending on an individual’s investment objective, 
risk-tolerance and financial situation.  It should not be assumed that recommendations will be profitable or will equal the performance of 
securities listed here or recommended in the past. Clients should contact Hendershot Investments, Inc. if there are any changes in your 
financial situation or investment objectives, or if you wish to impose, add or modify any reasonable restrictions to the management of your 
account.  (a) Date purchased for Hendershot IRA.  See personal trading restrictions footnote on  page 3.  ! Received  BRKB shares following acquisition of  
FlightSafety Int’l in Dec ‘96 and Int’l Dairy Queen in Jan ‘98 ( b) Price includes commissions paid.   (c) Total return includes dividends.   NI-Net Income, Q-quarter,  
H-half, YTD-year-to-date, ROE-return on equity 
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(continued) 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
8-19-22 

 

Total (c) 
Return 

 
Advice* 

 
Comment 

Mastercard-MA Global payments 09-05-14 76.45 354.28 376% BUY In first half, paid $956 million in dividends 
and repurchased $4.8 billon of stock 

Maximus-MMS Business services 06-02-16 
12-03-19 

57.54 
73.70 

63.55 -1% BUY YTD paid $52 million in dividends and 
repurchased $74 million of stock 

Meta Platforms-META Social media 06-04-18 193.35 167.96 -13% HOLD Repurchased $14.7 billion of stock in 1H 

Microsoft-MSFT Software 06-07-07 
12-03-10 

30.16 
26.94 

286.15 988% BUY Generated 44% ROE in fiscal 2022 and 
ended year with $104 billion in cash 

Nike-NKE Shoes and apparel 03-07-17 56.55 113.16 109% BUY Generated winning 40% ROE in fiscal 2022 
with new $18 billion buyback program 

NVR Inc. -NVR Homebuilder 06-09-21 4,795.98 4,273.29 -11% BUY  New $500 million share buyback program 

Oracle-ORCL Software 09-05-13 32.31 78.66 166% BUY In fiscal 2022, paid $3.5 billion in dividends 
and repurchased $16.2 billion of stock 

Paychex-PAYX Payroll processing 12-03-10 
08-31-11 

29.49 
27.28 

138.49 469% HOLD Generated superb 45% ROE in fiscal 2022 
with free cash flow +20% to $1.4 billion 

PepsiCo-PEP Food and beverages  03-14-14 
 03-07-18 
 03-10-21 

 81.89 
109.42 
132.97 

180.17 76% HOLD Increased sales growth outlook to 10% and 
expects to return $7.7 billion to investors 

through dividends and buybacks 

Raytheon Technologies-RTX Aerospace/Defense 09-10-01 
03-06-19 

18.45 
78.40 

93.40 34% BUY Ended quarter with $161 billion in backlog; 
expects $6 billion in free cash flow in 2022 

Roche Holding ADR-
RHHBY 

Pharmaceuticals and 
diagnostics 

06-09-21 47.39 42.17 -8% BUY Free cash flow +21% in first half to 
CHF$7.8 billion 

Ross Stores-ROST Off-price retailer 06-08-17 61.70 91.01 54% HOLD YTD paid $217 million in dividends and 
repurchased $475 million of stock 

SEI Investments-SEIC Investment mgmt. 06-10-20 59.85 57.70 0% HOLD Increased share buyback program by $200 
million 

Starbucks-SBUX Coffee retailer 06-10-14 
12-11-17 

 

37.26 
58.61 

 

86.92 80% BUY YTD paid $1.7 billion in dividends and 
repurchased $4 billion of stock 

Stryker-SYK Medical technology 03-11-09 32.08 218.14 642% HOLD Increased organic sales growth outlook to 
8%-9% in 2022 

T. Rowe Price-TROW Investment mgmt.  08-31-11 
09-05-14 

 

53.98 
80.59 

126.42 181% BUY Paid $556 million in dividends and 
repurchased $520 million of stock in first 

half 

Texas Instruments-TXN Semiconductors 03-08-22 165.02 176.45 8% BUY Generated double-digit growth in sales and 
earnings in 2Q 

The TJX Companies-TJX  Off-price retailer  06-12-00 
09-09-15 

2.54 
36.18 

66.40 298% BUY Plans to repurchase $2.25 to $2.5 billion of 
stock in fiscal year 

Tractor Supply-TSCO Rural retailer 12-11-17 67.51 203.29 217% BUY Increased sales and EPS outlook for 2022 
based on robust first half results 

Ulta Beauty-ULTA Beauty retailer 09-10-18 285.84 403.25 41% BUY 1Q sales +21% with EPS +54% 

UnitedHealth Group-UNH Health care 
management 

08-29-19 231.64 548.32 143% HOLD Trimming position (see p. 4) 

United Parcel Service-UPS Package delivery 03-11-20 88.03 208.43 189% BUY In ‘22, plans to pay $5.2 billion in dividends 
and repurchase shares of $3 billion 

Visa-V Global payments 11-30-21 193.39 212.82 10% BUY YTD paid $2.4 billion in dividends and 
repurchased $9.5 billion of stock 

PulteGroup Holdings-PHM Homebuilder 06-02-22 45.26 42.31 -6% BUY 2Q sales +17% and EPS +44% 

PERSONAL TRADING RESTRICTIONS FOR PRINCIPALS AND EMPLOYEES 
I take a long-term position in each stock recommended in this newsletter. Having earned the Chartered Financial Analyst (CFA) designation, I fully 
subscribe to the Code of Ethics and Standards of Professional Conduct of the CFA Institute. Accordingly, transactions for client accounts have priority 
over personal and employee transactions. To avoid any conflict of interest and to be fair to both my individual clients and subscribers, personal and 
employee trading is restricted to just four weeks a year. Personal and employee trading will occur only during the week following distribution of the 
newsletter to subscribers unless otherwise approved by the Chief Compliance Officer. The week following distribution of the newsletter will be measured 
as five business days after the mailing  date of the newsletter. Positions may be purchased or sold for individually managed client accounts at any time 
and without regard to recommendations made in this newsletter.  
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UnitedHealth Group reported sec-
ond quarter revenues rose a 
healthy 13% to $80.3 billion with 
net income and EPS each up near-
ly 20% to $5.1 billion and $5.34, 
respectively. Well-balanced reve-
nue growth during the quarter in-
cluded double-digit growth at both 
Optum and UnitedHealthcare. To-
tal people served has grown by 
over 600,000 in 2022, including 
280,000 in the second quarter.  
 
Free cash flow increased 5% dur-
ing the first half of the year to $10.9 
billion with the company paying 
dividends of $2.9 billion and repur-
chasing $5 billion of its shares. 
UnitedHealth Group increased its 
dividend by 14% in June 2022. 
UnitedHealth generated a return 
on equity of 27.9% reflecting the 
company’s sustained earnings 
growth profile and efficient capital 
structure. Based upon first half per-
formance and growth expectations, 
management raised its full year  
EPS outlook to $20.45 to $20.95. 
UnitedHealth’s stock price has 
more than doubled over the last 
three years and now appears fully 
valued, prompting us to pocket 
some healthy profits by trimming 
our position.  

Genuine Parts reported a record 
second quarter with sales motoring 
ahead 17% to $5.6 billion and net 
earnings and EPS nearly doubling 
to $372.5 million and $2.62, re-
spectively. Adjusted net income 
increased 24% to $313 million and 
EPS jumped 26% to $2.20. Sales 
growth reflects an 11.5% gain in 
comp store sales and an 8.8% 
benefit from acquisitions, partially 
offset by a 3.3% foreign currency 
headwind. During the first half of 
2022, Genuine Parts generated 
$638 million in free cash flow with 
the company returning $365.7 mil-
lion to shareholders through divi-
dends of $242.8 million and share 

PORTFOLIO REVIEW 

 

DIVIDENDS 
Since the last  issue, the following 
dividends per share were received: 
Accenture ($.97),  Apple ($.23), 
ADP ($1.04), Bank of Hawaii 
($.70), Baxter ($.29), Brown-
Forman ($.19), Canadian National 
($.57), Cisco ($.38), Cognizant 
($.27), FactSet Research ($.89), 
Fastenal ($.31), General Dynamics 
($1.26), Gentex ($.12), Genuine 
Parts ($.90), Hormel Foods ($.26), 
Intel ($.37), Johnson & Johnson 
($1.13), Mastercard ($.49), 
Maximus ($.28), Microsoft ($.62), 
3M ($1.49), Nike ($.31), Oracle 
($.32), Paychex ($.79), Pepsi 
($1.15), Pulte ($.15), Raytheon 
($.55), Ross Stores ($.31),  SEI 
($.40), Starbucks ($.49), Stryker 
($.70), Texas Instruments ($1.15), 
TJX ($.30), T. Rowe Price ($1.20), 
Tractor Supply ($.92), United 
Parcel Services ($1.52),  
UnitedHealth ($1.65) and Visa 
(.38).  

STOCK SPLIT 
All data was adjusted for Alphabet’s 
20 for 1 stock split paid 7/15/22 

repurchases of $122.9 million. The 
company’s 2022 annual dividend of 
$3.58 per share is up 10% from last 
year, marking the 66th consecutive 
year of dividend increases. Manage-
ment increased its 2022 guidance 
with sales now expected to increase 
12% to 14% with adjusted EPS ex-
pected in the $7.80 to $7.95 range. 
Over the last 22 years, Genuine 
Parts has provided genuine profits 
with the stock up more than seven-
fold. With the stock motoring 24% 
higher in the last three months, the 
stock appears fully valued, leading 
us to trim our position.  

******* 
With the proceeds from Intel and 
profits from UnitedHealth and 
Genuine Parts, we plan to buy  
Western Alliance Bancorporation 
(see p. 10)  and add to Cognizant  
Technology Solutions (see p. 11). 
Personal and employee purchases 
will be made during the week follow-
ing distribution of this newsletter. 
(See Personal Trading restrictions on 
p. 3.) 

Intel reported worse than expected 
second quarter results as sales de-
clined 22% to $15.3 billion resulting 
in a net loss of $454 million com-
pared with net income of $5.1 bil-
lion during last year’s second quar-
ter. By business segment, Client 
Computing Group (CCG) revenue 
fell 25% to $7.7 billion on lower PC 
demand primarily in consumer and 
education sectors. CCG operating 
income declined 73% to $1.1 billion 
on the lower revenue and higher  
costs. Data Center and AI Group 
(DCAI) revenue declined 16% to 
$4.6 billion on a “once-in-ten-years”  
inventory reduction and competitive 
pressures. DCAI operating income 
plummeted 90% to $214 million on 
the lower revenue and inventory 
reserves. Network and Edge Group 
(NEX) revenue increased 11% to a 
record $2.3 billion led by strength in 
networking Ethernet and 5G prod-
ucts. However, NEX operating in-
come fell 60% to $241 million on 
lower inventory sell-through. Other 
than Mobileye, other business seg-
ments also generated losses during 
the quarter.  
 
Given heavy capital expenditure 
needs, Intel is now burning through 
cash rather than generating cash, 
which is expected to continue as 
the company plans to invest heavily 
for the future. Given the disappoint-
ing  performance year-to-date, Intel 
lowered its full year guidance with 
revenues now expected in the $65 
billion to $68 billion range, down 
about 16% from last year, with EPS 
expected to be down more than 
50% to  $2.57. Intel’s business fun-
damentals have deteriorated signifi-
cantly since our purchase. New 
management is attempting to turn 
around the business, but this may 
take time given the loss of market 
share and management execution 
issues. With sales, earnings and 
free cash flow dropping and debt 
likely to rise, we have decided to 
chip Intel out of our portfolio by 
selling the position with a 24% 
loss over the last two years.    

CHIPPING INTEL 
OFF THE OLD BLOCK 

UNITEDHEALTH 
HEALTHY PROFITS 

GENUINE PARTS            
GENUINE PROFITS 
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(continued) 
 

REALIZED GAINS AND LOSSES OVER THE LAST 12 MONTHS 

 

 
 
 
COMPANY 

 
DATE  
PUR-

CHASED 

 
 

DATE  
SOLD 

 
 

GAIN/ 
LOSS 

 
 
 

COMMENT* 

BIOGEN 09/09/15 09/07/21 +15% Weakening business fundamentals, sold position 

F5, INC.  09/09/15 03/08/22 +60% Fully valued, sold position 

REGENERON 12/02/20 03/08/22 +20% Fully valued, sold position 

T. ROWE PRICE 03/11/20 09/07/21 +103% Fully valued, trimmed position 

WALGREENS  09/12/08 
06/08/17 
06/10/20 

11/30/21 -20% Restructuring once again, sold position 

CHECK POINT SOFT-
WARE 

12/02/20 06/02/22 +10% Earnings declined, better investment opportunities, 
sold position 

Hendershot Investments, Inc. Investment Advisory Services  
Founded in 1994, Hendershot Investments’ personalized portfolio management service exists to help you improve your long-term fi-
nancial success and to conserve and grow your wealth. To that end, we invest in high-quality, well-managed companies at reasonable 
valuations and hold them for the long term. We extend a big “thank you” for the many client and subscriber referrals, as a referral is 
the biggest compliment you can pay us! 

We find great businesses at reasonable 
prices through extensive research. 

As long-time students of the stock market, 
we have developed valuation models to 
assess the relative merits of HI-quality 
companies. We scour annual reports, SEC 
filings and news to independently deter-
mine company valuations, thereby avoiding 
the pitfalls of herd-mentality investing. 
Quarterly earnings conference calls with 
management keep us abreast of corporate 
developments and give us insight into the 
heartbeat of corporate leadership.  

We adhere steadfastly to rigor-
ous buy and sell disciplines. 

Our number one rule on the buy 
side is “Don’t overpay for a stock.” 
We want to buy with a margin of 
safety. We would rather pay a “fair 
price for a great business than a 
great price for a fair business.”  

As Philip Fisher stated, “If the job 
has been done correctly when a 
stock is purchased, the time to sell 
is almost never.”  

 

We believe in patient investing for the 
long term. 

Quintessential investor, Ben Graham, de-
scribed the stock market in the short term 
as an imperfect voting machine where 
stock prices are based partly on emotion 
and partly on reason. In the long term, the 
stock market is a weighing machine where 
prices are driven by fundamentals.  
 
For this reason, we are willing to wait pa-
tiently until Mr. Market recognizes the value 
of our HI-quality firms. 

Our Investment Discipline 

 

*A stock meets our price target by reaching its near-term full value based on its expected price range over the next 12-18 months (see 
pages 6 and 7).  When a stock reaches our price target, we generally sell half the position and reinvest the proceeds into other promising 
opportunities. The remaining shares are held for further potential long-term gains as intrinsic value grows over time. Stocks are also sold if 
business fundamentals deteriorate or better investment opportunities are available.  
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COMPANY 
SYMBOL  

 
EXP. ** 
PRICE 

RANGE 

 
PRICE 
8-19-22 

 

This 
 year 

Actual 
EPS 

Next 
year 
Est. 
EPS 

 
Current 

P/E 

 
PRICE/ 
BOOK  
VALUE 

 
PRICE/ 
SALES 

 
DIV. 

YIELD 

 
SALES 
4-YR 

CAGR* 

 
EPS 
4-YR 

CAGR* 

 
Return 

on  
Equity 

 
Cash/ 
Equity 

 
Debt/ 

Equity 

 
Current 

Ratio 

 
SALES 

(000)  

AAPL 120-195 $171.52 $5.61 $6.10 28.4 47.5 7.5 0.5% 12% 25% 150% 309% 163% 0.9x $365,817,000 

ACN 245-379 315.29 9.16 10.69 30.6 9.3 3.9 1.2 9% 14% 30% 31 0 1.3 50,533,389 

ADP 200-286 259.82 7.00 8.02 32.8 33.5 6.6 1.6 5% 13% 91% 45 93 1.4 16,498,300 

BAX 66-93 61.25 2.53 1.85 30.6 3.4 2.4 1.9 5% 24% 14% 25 185 2.1 12,784,000 

BF.B  67-89 77.24 1.74 1.97 44.4 13.5 9.4 1.0 5% 4% 31% 32 74 3.7 3,933,000 

BKNG 2136-
3265 

2,086.92 28.17 96.29 55.8 20.9 7.6 - -4% -12% 19% 296 205 1.5 10,958,000 

BOH 74-109 83.82 6.25 5.62 14.5 2.9 5.0 3.3 1% 10% 17% n/a n/a n/a 668,643 

BRK.B ! 274-357 297.28  18,739 20,000 21.4 1.4 2.4 - 4% 21% 6% n/a n/a n/a 276,094,000 

CNI 106-148 126.72 6.89 7.19 17.4 4.0 6.0 1.8 3% -1% 22% 2 55 0.7 14,477,000 

CSCO  44-67 48.70 2.82 2.89 17.3 5.1 3.9 3.1 1% 245% 30% 50 21 1.5 51,557,000 

CTSH 75-110 68.60 4.05 4.53 15.9 3.0 1.9 1.6 6% 12% 18% 23 5 2.2 18,507,000 

FAST  41-63 55.21 1.60 1.87 31.0 10.0 5.3 2.2 8% 12% 30% 8 10 3.7 6,010,900 

FDS 367-542 446.37 10.36 10.55 43.7 13.3 10.6 0.8 7% 12% 39% 44 163 2.0 1,591,445 

GD 178-263 241.67 11.55 12.10 20.5 3.9 1.7 2.1 6% 5% 18% 13 56 1.4 38,469,000 

GNTX 28-41 28.94 1.50 1.48 21.3 3.4 3.9 1.7 -1% 2% 18% 24 0 3.5 1,731,170 

GOOGL!! 110-169 117.21 5.61 5.11 21.8 6.0 5.9 - 23% 37% 34% 61 6 2.8 257,637,000 

GPC  110-163 159.85 6.23 7.97 21.0 6.2 1.2 2.2 4% 10% 26% 14 91 1.2 18,870,510 

HRL  45-58 51.07 1.66 1.89 29.2 3.7 2.4 2.1 6% 1% 13% 12 44 2.3 11,386,189 

JNJ  153-191 169.31 7.81 10.07 24.6 5.8 4.8 2.7 5% 10% 28% 43 37 1.4 93,775,000 

MA 409-571 354.28 8.76 10.59 35.9 55.1 18.0 0.6 11% 24% 100% 103 223 1.3 18,884,000 

META 194-380 167.96 13.77 9.82 13.9 3.1 3.3 - 31% 26% 32% 37 0 2.5 117,929,000 

MMM 150-216 145.20 10.12 7.43 20.4 6.0 2.3 4.1 3% 8% 39% 22 101 1.5 35,355,000 

MMS 59-87 63.55 4.67 1.85 21.2 2.5 0.9 1.8 15% 10% 20% 6 94 1.5 4,254,485 

PORTFOLIO FUNDAMENTALS 

   ** Exp. price range—the expected price range for the stock in the next 12-18 months based on our valuation models and the 
historical trading range of the stock over the last five years.  If the current price is below the low end of the expected range, the stock 
appears undervalued. If the current stock price is above the high end of the expected range, the stock appears overvalued.  The 
expected price range will change based upon company developments.   Highlighted stocks appear undervalued or are new additions.        
!Berkshire price is for the class B shares, the class A shares approximate 1500 times the B shares. !!GOOGL (the original class A 
share price is used for the table. GOOGL will typically  trade slightly higher than the Class C non-voting shares (GOOG).  
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COMPANY 
SYMBOL  

 
EXP. ** 
PRICE 

RANGE 

 
PRICE 
8-19-22 

 
 

This 
Year 

Actual 
EPS 

Next 
Year 
Est. 
EPS 

 
Current 

P/E 

 
PRICE/ 
BOOK  
VALUE 

 
PRICE/ 
SALES 

 
DIV. 

YIELD 

 
SALES 
4-YR 

CAGR* 

 
EPS 
4-YR 

CAGR* 

 
Return 

on  
Equity 

 
Cash/ 
Equity 

 
Debt/ 

Equity 

 
Current 

Ratio 

 
SALES 
(000)  

MSFT 279-399 $286.15 $9.65 $10.12 29.7 12.8 10.8 0.9% 16% 46% 44% 63% 28% 1.8x 198,270,000 

NKE 119-155 113.16 3.75 3.74 30.2 3.5 3.8 1.1 6% 34% 40% 85 58 2.6 46,710,000 

NVR 4219-
6793 

4,273.29 320.48 467.92 13.2 4.7 1.6 - 9% 26% 41% 50 31 n/a 8,970,062 

ORCL 81-112 78.66 2.41 3.75 32.6 n/a 4.9 1.6 2% 30% n/a n/a n/a 1.6 42,440,000 

PAYX 98-142 138.49 3.84 4.14 29.8 16.2 10.8 2.0 8% 9% 37% 40 26 2.0 4,611,700 

PEP 148-196 180.17 5.49 6.68 27.1 13.4 3.1 2.6 6% 13% 48% 31 179 0.8 79,474,000 

PHM 42-78 42.31 7.43 11.20 4.7 1.3 0.7 1.4 13% 51% 26% 9 26 n/a 13,926,822 

RHHBY 42-56 42.17 2.73 2.81 14.4 10.4 3.9 3.0 6% 20% 57% 24 77 1.1 68,705,000 

ROST 93-143 91.01 4.90 4.24 21.4 7.7 1.7 1.3 8% 8% 42% 95 59 1.9 18,916,244 

RTX 87-121 93.40 2.58 3.30 31.0 1.9 2.2 2.3 21% 12% 5% 7 43 1.1 64,388,000 

SBUX 83-133 86.92 3.54 2.88 24.5 n/a 3.4 2.2 7% 16% n/a n/a n/a 0.8 29,060,000 

SEIC 53-72 57.70 3.81 3.68 13.9 4.1 4.1 1.4 6% 11% 29% 47 2 5.4 1,918,309 

SYK 212-313 218.14 5.21 6.08 40.2 5.3 4.8 1.3 8% 18% 12% 7 85 2.0 17,108,000 

TJX  69-90 66.40 2.70 2.98 23.7 14.4 1.6 1.7 8% 8% 55% 65 53 1.2 48,549,982 

TROW 120-201 126.42 13.12 8.44 12.2 3.2 3.7 3.7 12% 22% 34% 52 0 n/a 7,671,900 

TSCO 165-278 203.29 8.61 9.60 22.5 11.9 1.8 1.8 15% 27% 50% 28 52 1.4 12,731,105 

TXN 146-207 176.45 8.26 9.46 19.3 11.4 8.8 2.6 5% 23% 58% 60 48 5.1 18,344,000 

ULTA 377-554 403.25 17.98 20.26 20.0 12.1 2.4 - 10% 19% 64% 37 0 1.6 8,630,900 

UNH 374-558 548.32 18.08 20.92 12.3 2.0 1.8 1.2 9% 14% 23% 92 60 0.8 287,597,000 

V 214-310 212.82 5.63 7.43 31.3 9.8 14.5 0.7 7% 19% 33% 55 58 1.4 24,105,000 

WAL 74-149 82.92 8.67 10.02 9.0 1.8 4.4 1.6 24% 29% 18% n/a n/a n/a 1,953,000 

UPS 175-258 208.43 14.68 12.87 16.7 11.2 1.9 3.0 10% 27% 90% 74 110 1.5 97,287,000 

(continued) 

* CAGR-Compound Annual Growth Rate. n/a-not applicable due to financial stock or equity less than zero.  Estimated EPS reflects consensus 
earnings estimate for current fiscal year. The valuation  measures (P/E, price-to-book value, price-to-sales  and dividend yield) are calculated using 
the closing price on the date listed in column 3.  Balance sheet ratios (cash/equity, debt/equity and current ratio) reflect the latest quarterly 
financial statements. Return on equity and sales figures are as of the company’s most recent fiscal year end.   
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During the past three months, the 
S&P 500 index rebounded 8% as 
inflation appeared to be peaking. 
The following HI-quality stocks all 
soared more than 20% during the 
same time period.  

Ross Stores reported a 5% decline 
in second quarter sales to $4.6 
billion with net income falling 22% to 
$384.5 million. Operating margin 
declined 280 basis points to 11.3%, 
reflecting the deleveraging effect of 
a 7% drop in  same store sales, 
higher markdowns and ongoing 
headwinds from increased freight  
costs. Given disappointing first half 
results, the increasingly challenging 
and unpredictable macroeconomic 
landscape and a more promotional 
retail environment, the company 
lowered its outlook for EPS for 2022 
to the $3.84 to $4.12 range, down 
18% from last year at the mid-point. 
Despite the weak financial results, 
Mr. Market went bargain shopping at 
Ross Stores with the stock 
jumping 27% during the past 
three months. Hold.    

Apple reported third quarter 
revenues increased 2% to a record 
$83 billion with EPS down 8% to 
$1.20. Apple set a June quarter 
revenue record driven by record 
iPhone and Services sales. Apple’s 
installed base of active devices 
reached an all-time high in every 
geographic segment and product 
category. Free cash flow increased 
19% year-to-date to $90.6 billion 
with Apple paying $11.1 billion in 
dividends and repurchasing $65 
billion of its stock. Apple expects 
fourth quarter revenue growth will 
accelerate from third quarter results 
as supply constraints ease. Apple’s 
stock rang up a more than 18-fold 
gain over the last 12 years. Hold.  

With more than 990,000 clients 
around the world, ADP paid 1 in 6 
U.S. workers last year and 
processed $2.7 trillion in payrolls 
and taxes. For fiscal 2022,  ADP’s 
revenue increased 10% to $16.5 
billion with net earnings increasing 
13% to $2.9 billion.  ADP paid $1.7 
billion in dividends and 
repurchased $2 billion of its 
common stock during the year. 
ADP has increased its dividend for 
47 straight years. For fiscal 2023, 
management expects revenue 
growth of 7% to 9%, new business 
bookings of 6% to 9%, operating 
margin expansion of 100 to 125 
basis points and adjusted EPS 
growth of 13% to 16%. ADP’s 
stock processed a 25% gain 
during the last three months 
and has tripled over the last six 
years. Hold.  

In fiscal 2022, Brown-Forman’s 
revenues rose 14% to $3.9 billion. 
Net income declined 7% to $838 
million primarily due to higher 
income taxes. Jack Daniel’s 
Tennessee Whiskey fueled overall 
company performance with 20% 
net sales growth. Return on 
shareholders’ equity for the year 
was a bubbly 31%. Free cash flow 
during the year increased 6% to 
$798 million with the company 
paying $831 million in dividends, 
which included a special cash 
dividend of $1 per share. Brown-
Forman has paid dividends for 78 
consecutive years and has 
increased the dividend for 38 
straight years. The company 
anticipates continued growth in 
fiscal 2023. Brown-Forman’s 
stock rose 23% during the past 
three months which contributed 
to a 2,025% total return over the 
last 22 years. Cheers! Hold. 

UPS reported second quarter 
revenue increased 6% to $24.8 billion 
with net income increasing 7% to 
$2.8 billion. UPS posted the highest 
operating margin in 15 years with all 
business segments generating 
operating profit growth as innovation 
drove productivity. UPS reaffirmed its 
full-year financial targets with 
revenue expected to approximate 
$102 billion. Adjusted return on 
invested capital is expected to 
exceed 30%. Free cash flow 
increased 2% during the first half of 
the year to $6.9 billion with UPS 
paying $2.6 billion in dividends and 
repurchasing $1.2 billion of its 
common stock. For the full year, free 
cash flow is expected to approximate 
$9 billion with the company planning 
on paying $5.2 billion in dividends 
and increasing its share repurchase 
target to $3 billion for the year. UPS’ 
stock soared 22% during the past 
three months contributing to a 
189% total return over the last two 
years. Buy. 

FactSet reported third quarter 
revenue rose 22% to $488.8 million 
with net income declining 26% to 
$74.9 million. The increase in 
revenue was primarily due to the 
acquisition of CUSIP Global Services 
(CGS) in March 2022 and higher 
sales of research, advisory and 
analytics solutions. FactSet has had 
over 40 consecutive years of revenue 
growth. The decrease in earnings 
was primarily due to real estate 
impairment charges and costs related 
to the CGS acquisition. During the 
past quarter, the company increased 
its dividend 8.5%, marking the 22nd 
straight year of dividend increases. 
FactSet’s stock jumped 22% in the 
last three months contributing to a 
total return of 256% over the last 
eight years. Hold. 

PORTFOLIO HI-LITES 
QUARTERLY  

MOVERS AND SHAKERS 

ADP 
DOUBLE-DIGIT GROWTH 

ROSS STORES  
SHOPPING FOR BARGAINS 

UPS DELIVERING $9 BILLION 
 OF FREE CASH FLOW 

FACTSET 
40 YEARS OF SALES GROWTH 

APPLE’S FREE CASH FLOW 
+19% TO $90.6 BILLION YTD 

BROWN-FORMAN 
BUBBLY 31% ROE 
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(continued) 

Gentex reported second quarter 
sales increased 8% to $463 million 
with EPS down 13% to $.31. The 
continuing strong demand for light 
vehicles, combined with the 
historically low level of light vehicle 
inventories, should create the 
opportunity for an improving sales 
environment throughout the rest of 
this year and into 2023.  For the third 
quarter of 2022, Gentex expects a 
21% increase in light vehicle 
production compared to the prior 
year period. For calendar year 2022, 
the company expects a 4% increase 
in light vehicle production compared 
to calendar year 2021 and then 
expects an 8% increase for fiscal 
2023 compared to fiscal 2022. For 
fiscal 2023, Gentex expects revenue 
to be about 15%-20% higher than 
the updated 2022 revenue estimates 
of $1.87 billion-$1.97 billion. Gentex 
remains cash rich and debt-free as of 
quarter end. Buy. 

Roche reported first half 2022 sales 
increased 5% to CHF 32.3 billion 
with net income increasing 9% to 
CHF 8.5 billion. Pharmaceuticals 
Division sales increased 3% to CHF 
22.3 billion on continued strong 
demand for new medicines to treat 
severe diseases like hemophilia, 
cancer and neurological disorders. 
Diagnostics Division sales grew 11% 
to CHF 9.95 billion due to Roche’s 
ongoing strong base business. 
During the first half of 2022, Roche 
generated CHF 7.8 billion in free 
cash flow, up a healthy 21%. Roche 
paid CHF 7.67 billion in dividends 
during the first half of 2022 with 
further dividend increases expected. 
Management expects 2022 sales 
growth flat to up low-single digits and 
core EPS growth in the low- to mid-
single digits. Buy. 

General Dynamics reported second 
quarter revenues were relatively flat 
at $9.2 billion with EPS marching 
ahead 5.4% to $2.75. Operating 
margin expanded 20 basis points 
from the prior year period to 10.6%. 
Aerospace saw very strong demand 
during the quarter with Gulfstream 
having the highest backlog in a 
decade. Given the robust demand 
in Aerospace, General Dynamics is 
not seeing any slowdown in its 
business and believes its durable 
and extended backlog positions the 
company well for 2023-2024. The 
defense segments also posted solid 
operating performance. Free cash 
flow more than doubled during the 
first half to $2.3 billion with the 
company paying $679 million in 
dividends and repurchasing $1.1 
billion of its common stock. The 
company expects its fiscal 2022 
EPS will come in at the high end of 
its previous guidance of $12.00-
$12.15. Hold. 

3M reported second quarter sales 
declined 2.8% to $8.7 billion with 
net income falling 95% to $78 
million, including $1.7 billion in 
litigation expenses related to the 
combat arms earplug business. 
Excluding the litigation expenses, 
earnings declined 12%. 3M recently 
separated its Food Safety business 
by combining it with Neogen. 3M 
also announced its intent to spin off 
its health care segment with $8.6 
billion in revenues to shareholders 
as a publicly-traded company while 
retaining a 19.9% stake in the 
business. 3M updated its financial 
outlook and now expects total 2022 
sales growth of -2.5% to -0.5% with  
organic sales growth of 1.5% to 
3.5% and EPS expected in the 
$7.32 to $7.82 range, down 25% 
from last year at the midpoint. Hold. 

Meta Platforms reported its first dip 
in revenues with a 1% decline in 
revenues during the second quarter 
to $28.8 billion while earnings 
dropped 36% to $6.7 billion. Free 
cash flow declined 20% during the 
first half of the year to $13.3 billion 
primarily due to a 45% increase in 
capital expenditures as the company 
continues to invest in the metaverse 
and artificial intelligence for long-
term growth. Meta repurchased 
$14.7 billion of its common stock 
during the first half of the year with 
$24.3 billion remaining authorized for 
future share repurchases. Hold. 

PepsiCo reported second quarter 
sales bubbled up 5% to $20.2 billion 
with net income down 39% to $1.4 
billion reflecting the unfavorable 
impact of a $1.4 billion non-cash 
impairment charge related to the 
Russia-Ukraine conflict and other 
items. For the full 2022 year, 
PepsiCo expects  revenue growth of 
10% and constant currency EPS 
growth of 8%. PepsiCo expects to 
return $7.7 billion to shareholders 
during 2022, mainly through dividend 
payments. Hold. 

SEI Investments reported second 
quarter revenues increased 1% to 
$481.7 million with EPS declining 
13% to $0.81. Expenses increased 
8% primarily due to  the impact of 
inflation on wages and services.  SEI 
initiated a voluntary separation 
program and expects to record a 
severance charge of $54-$58 million 
in the third quarter. SEI repurchased 
$109 million of its stock in Q2 and 
expanded its share repurchase 
program by $200 million. Hold. 

FACTSET 
INCREASED DIVIDEND 8.5% 

GENTEX 
IMPROVING AUTO SALES 

GENERAL DYNAMICS 
FREE CASH FLOW DOUBLED 

QUARTERLY RATING CHANGE 
FROM  BUY TO HOLD 

SEI INVESTMENTS 
EXPANDS SHARE BUYBACK 

3M IS SPINNING OFF 
HEALTHCARE UNIT 

QUARTERLY RATING CHANGE 
FROM HOLD TO BUY 

ROCHE’S HEALTHY 21%  
FREE CASH FLOW GROWTH 

META PLATFORMS 
$14.7 BILLION SHARE BUYBACK 

PEPSICO PAYING  
$7.7 BILLION IN DIVIDENDS 
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EFFICIENT BANK 
Western Alliance Bancorporation traces 
its roots to the founding of BankWest 
of Nevada in 1994 after Boyd Gaming 
co-founder and CEO, Bill Boyd, 
summoned his colleague, Don Snyder, to 
a meeting at the Las Vegas Country 
Club. Rather than the expected 
conversation about gaming industry 
trends and slot machines, Boyd expressed 
a desire to start a significant Nevada-
based bank with Snyder who had a 22-
year banking career prior to entering 
the tourism and gaming industry. 
Founded with $8 million in startup 
capital, the bank had a modest $34 
million in assets by the end of 1994.  

The company now operates six banks 
located throughout Arizona, Nevada and 
California that focus on understanding and 
serving the needs of local clients while 
pursuing growth markets and 
opportunities within the parameters of 
the bank’s strong credit culture. 
Western Alliance also lends through its 
national business lines which include 
hotel franchise finance, mortgage 
warehouse, public and nonprofit finance, 
technology and corporate finance, 
including blockchain-based offerings. 
As of June 30, 2022, the company had 
assets of $66.1 billion, loans of $48.4 
billion, deposits of $53.7 billion and 
shareholders' equity of $5.0 billion.  

Western Alliance consistently generates 
industry leading efficiency and profitability 
performance. Its accolades include #1 
Best Emerging Regional Bank for 
2022 by “Bank Director,” #2 best-
performing of the 50 largest public 
U.S. banks in the 2021 S&P Global 
Market Intelligence listing and 
consistently high rankings on the 
Forbes “America’s Best Banks” 
list.  Western Alliance’s efficiency ratio 
averaged an impressive 41.9% over 
the past five years with the bank 
generating a stellar 16% average 
return on shareholders’ equity and  
1.84% average return on assets.  

NEW STOCK 
WESTERN ALLIANCE BANCORPORATION (WAL - $82.92) 

One East Washington Street, Phoenix, AZ  85004  www.westernalliancebancorporation.com 
Western Alliance Bancorporation provides a full spectrum of customized loan, deposit and treasury management 
capabilities through its banking subsidiary, Western Alliance Bank. Western Alliance Bank's primary lending is commercial and 
industrial (C&I) and commercial real estate (CRE) through subsidiary banks in Arizona, Nevada and California. It also 
provides an array of services to business customers across the country including mortgage banking services through its 
recent $1.2 billion acquisition of AmeriHome Mortgage, a leading national B2B mortgage acquirer and servicer.  

Fiscal Year  
Dec. 

4-YR 
CAGR 

 
2021 

 
2020 

 
2019 

 
2018 

 
2017 

Revenues 
(000,000) 23.9%   $1,953.0 $1,237.7  $1,105.5 $959.0 $830.0 

Net Income 
(000,000) 28.8% $895.7 $506.6 $499.2 $435.8 $325.5 

EPS  29.3% $8.67 $5.04 $4.84 $4.14 $3.10 

Profit Margin  45.9% 40.9% 45.2% 45.4% 39.2% 

Dividends - $1.20 $1.00  $.50 - - 

PROFITABLE GROWTH 
During the past five years, Western 
Alliance has banked profitable 
growth with revenues compounding 
24% annually and EPS increasing 
at a 29% annual pace. Loans held 
for investment increased at a 27% 
annual clip to $39.1 billion while  
deposits have grown 29% annually 
to $47.6 billion. During the past five 
years, net interest margin averaged 
an industry leading 4.25% owing to 
the bank’s focus on commercial & 
industrial loans and loans backed 
by commercial real estate.  
 

SECOND QUARTER 2022 
Western Alliance reported second 
quarter net revenues increased 22% 
to $620 million with net income 
advancing 15% to $257 million and 
EPS up 10% to $2.39. Accelerating 
year-over-year net interest income 
growth of $155 million to $525 million 
propelled record second quarter 
results as the rising interest rate 
environment expanded the bank’s 
net interest margin to 3.54%. With 
nearly all Western Alliance’s variable 
rate loans above their interest rate 
floors, the bank should continue to 
benefit from rising rates. Non-interest 
income declined 30% from last year 
to $95 million on a drop in mortgage 
banking income as the mortgage 
origination market continues to face 
headwinds. Non-interest expense  
was limited to 10% to $268.9 million 
resulting in an industry leading efficiency 

ratio of 42.8% versus 47.5% last year, as 
net revenues grew more than four times 
faster than expenses.  
 
Deposits grew 28% to $53.7 billion 
with 44% held in non-interest-bearing 
accounts as the bank continues to 
effectively attract liquidity. Loans increased 
more than 60% to $48.4 billion, lifting 
Western Alliance’s total assets above 
$66 billion. Asset quality remains strong 
with total classified loans representing 
0.52% of total assets, lower than 
2019 levels. Total loan allowance for 
credit losses increased 24% from last 
year to $327 million due to strong loan 
growth and adjustments made for macro 
uncertainties. While leadership does 
not currently see signs of a notable 
recession or credit stress, it is 
prepared with about 56% of loans in 
low to no-loss categories and 27% of 
the portfolio credit protected by 
government guarantees, credit-linked 
notes and cash secured assets. 
Given industry-leading returns on 
equity and assets, Western Alliance 
should continue to generate capital to 
fund organic growth and maintain well 
capitalized regulatory capital ratios 
while returning cash to shareholders 
through growing dividends. For 2022, 
the company expects earnings of 
about $9.80, up 13% from 2021.  
 
Long-term investors may want to 
deposit Western Alliance into their 
portfolio as it is a HI-quality efficient 
bank with profitable growth. Buy.   
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INDUSTRY LEADER 
Cognizant Technology Solutions 
began operations in 1994 as an in-
house technology development center 
for U.S-based Dun & Bradstreet with 
operations in India. Over its first 28 
years, Cognizant  has successfully 
guided its clients around the world as 
they have moved from the mainframe-
era to building end-to-end digital 
businesses. Sensing and responding 
to market needs enabled the company 
to grow from a 200-person information 
technology firm focused on software 
development and maintenance in 
1994 to a Fortune 200 company and a 
digital leader employing more than 
330,000 worldwide today.  
 
Cognizant has grown to become a 
leading provider of information 
technology, consulting and business 
process outsourcing services 
dedicated to helping the world's 
leading companies build stronger 
businesses through digital services.  
 
Cognizant’s expertise lies in 
technology areas, such as artificial 
intelligence, augmented reality, 
automation, autonomous products, 
cybersecurity, cloud, cognitive 
computing, IoT, robotics, sensors and 
instrumentation and virtual reality. 
Cognizant  continues to deepen their 
expertise in 20 different industries, 
including banking and financial 
services, healthcare, manufacturing 
and retail.  
 

SECOND QUARTER RESULTS 
Cognizant Technology Solutions 
reported second quarter revenue 
increased 7% to $4.9 billion with net 
income increasing 12% to $577 million 
and EPS up 14% to $1.11. Digital 
accounted for 50% of total revenues. 
By business segment, Financial 
Services revenue increased 3% to 
$1.5 billion, Health Sciences 

UNDER THE SPOTLIGHT 
COGNIZANT TECHNOLOGY SOLUTIONS (CTSH—$68.60) 

300 Frank West Burr Blvd., Teaneck, NJ 07666  www.cognizant.com 

Cognizant is one of the world’s leading professional services companies, helping clients become data-enabled and data 
driven in the digital era. An industry-based, consultative approach helps companies evolve into modern businesses. By 
leading clients in leveraging technologies essential to modern enterprises such as IoT, artificial intelligence, digital 
engineering and cloud, Cognizant enable new business and operating models to unlock new value in markets around 
the world. Cognizant’s unwavering focus on clients is led by over 330,000 associates, who deliver services and 
solutions tailored to specific industries and the unique needs of the organizations served. 

increased 6% to $1.4 billion, Product 
& Resources increased 8% to $1.14 
billion and Communications, Media & 
Technology increased 16% to $816 
million. 
 
Operating margin expanded 30 basis 
points to 15.5%. While second 
quarter bookings declined 3% from 
last year to $23.2 billion, Cognizant’s 
book to bill ratio remains a healthy 1.2  
which bodes well for next year.  
 

HEALTHY CASH FLOW  
During the quarter, Cognizant 
Technology Solutions generated $485 
million in free cash flow, up 4% from 
last year, with the company returning 
$459 million to shareholders through 
$141 million in dividends and $318 
million in share repurchases at an 
average cost of $71.43 per share. 
During the first half of 2022, the 
company returned $1.03 billion to 
shareholders through dividends of 
$284 million and share repurchases 
of $744 million at an average cost per 
share of $80.87. Cognizant ended the 
quarter with cash and investments of 
$2.8 billion, long-term debt of $608 
million and shareholders’ equity of 
$12.0 billion on its healthy balance 
sheet.  

2022 OUTLOOK 
Given the solid first half results, 
management updated its guidance 
with revenues now expected in the 

$19.7 billion to $19.9 billion range, up 
6.3% to 7.3% from last year or up 
8.5% to 9.5% on a constant currency 
basis. Adjusted operating margin is 
expected to expand 20-30 basis 
points to a range of 15.6% to 15.7%. 
This should generate EPS in the 
range of $4.51 to $4.57, up 11% to 
13% from last year. This includes an 
expansion of expected share 
repurchases to $1.2 billion up from 
prior guidance of $600 million. 
 
Longer term, Cognizant’s goal is to 
grow revenues at high-single to low 
double-digit rates with annual margin 
expansion of 20-40 basis points,   
driving free cash flow in the $2 billion 
range annually. Cognizant’s capital 
deployment plan is to utilize about 
50% of global free cash flow annually 
for dividends and share repurchases. 
In addition, Cognizant plans to spend 
about one billion dollars annually on 
strategic acquisitions  to  enhance 
the company’s longer term strategy 
of enriching its digital capabilities, 
expanding its geographic footprint 
and enhancing its vertical expertise.   
 
Long-term investors should be 
cognizant of Cognizant Technology 
Solutions, a HI-quality  industry 
leader with a solid capital deployment 
plan which includes strategic 
acquisitions, growing dividends and 
substantial share repurchases. Buy. 

Fiscal Year  
Dec. 

4-YR 
CAGR 

 
2021 

 
2020 

 
2019 

 
2018 

 
2017 

Revenues 
(000,000) 5.7% $18,507 $16,652 $16,783 $16,125 $14,810 

Net Income 
(000,000) 9.2% $2,137 $1,392 $1,842 $2,101 $1,504 

EPS  12.5% $4.05 $2.57 $3.29 $3.60 $2.53 

Profit Margin  11.5% 8.4% 11.0% 13.0% 10.2% 

Dividends 20.9% $.96 $.88 $.80 $.80 $.45 
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MASTERCARD (MA - $354.28) 
2000 Purchase Street, Purchase, NY 10577   www.mastercard.com 

Mastercard, a technology company in the global payments industry, operates one of the world’s fastest payments processing 
networks, connecting consumers, financial institutions, merchants, governments and businesses in more than 210 countries and 
territories. Mastercard products and solutions make everyday commerce activities - such as shopping, traveling, running a 
business and managing finances – safe, secure, simple, smart and accessible for everyone.  

Fiscal Year  
Dec. 

4-YR 
CAGR 

 
2021 

 
2020 

 
2019 

 
2018 

 
2017 

Revenues 
(000,000) 10.9% $18,884 $15,301 $16,883 $14,950 $12,497 

Net Income 
(000,000) 22.1% $8,687 $6,411 $8,118 $5,859 $3,915 

EPS  24.4% $8.76 $6.37 $7.94 $5.60 $3.65 

Profit Margin  46.0% 41.9% 48.1% 39.2% 31.3% 

Dividends 18.9% $1.76 $1.60 $1.32 $1.08 $.88 

STRONG GLOBAL BRAND 
Founded more than fifty-five years ago 
by a group of bankers as the Interbank 
Card Association, Mastercard was 
renamed to its current name in 1979, 
reflecting a commitment to international 
growth. In 2021, Mastercard derived 
more than sixty percent of its $18.9 
billion in revenues outside the U.S. 
 
The Mastercard brand is among the 
most recognized in the world. The 
company offers a wide range of payment 
solutions, including credit, debit, prepaid, 
digital wallet and commercial 
programs through a family of well-
known brands, including Mastercard, 
Maestro and Cirrus. With a proprietary 
global payments network, Mastercard 
connects three billion cardholders with 
tens of millions of merchants around 
the world. Mastercard also offers 
services including cyber and intelligence 
products, information and analytics, 
identity verification, consulting, loyalty 
and reward programs, processing and 
open banking.  
 
During the last five decades, people 
and businesses around the world have 
transformed how they pay for goods and 
services. The rise of electronic payments 
has fueled economic growth while 
delivering value to merchants, consumers 
and governments. From its earliest 
days of credit cards to the contactless 
and wireless payment options of today, 
Mastercard continues to lead the 
industry with its innovative and growing 
range of products and solutions. With 
most of the world’s transactions still 
made with cash and checks, significant 
opportunity remains for further long-
term growth as billions of people migrate 
away from cash to a more efficient 
and secure global payment network.  

PROFITABLE GROWTH 
Over the past five years, Mastercard 
has generated double-digit growth 
with sales, net income and EPS 
growing at 11%, 22% and 24% 
compounded annual growth rates, 
respectively. Mastercard’s business 
model is highly profitable with net 
profit margins expanding from an 
excellent 31% in 2017 to a superb 
46% in 2021.  
 

STRONG CASH FLOWS 
With profitable operations and 
minimal capital expenditure needs, 
Mastercard generates strong free 
cash flows. The dividend has been 
increased significantly in the last five 
years compounding at a 19% annual 
clip. During 2022, Mastercard 
announced an 11% increase in the 
dividend to $1.96 per share. Free 
cash flow increased 13% during the 
first half of 2022 to $4.0 billion with 
the company paying $956 million in 
dividends and repurchasing $4.8 
billion of its common stock, including 
6.9 million shares repurchased at an 
average cost of $347.83 per share 
during the second quarter. The 
company has $6.7 billion authorized 
under its buyback program for future 
share repurchases.  

SECOND QUARTER RESULTS 
Mastercard’s second quarter revenues 
charged 21% higher to $5.5 billion 
with net income increasing 10% to 
$2.3 billion and EPS up 13% to $2.34. 
This strong growth was driven by robust 
consumer spending despite increasing 
inflationary pressures. Mastercard is 
not seeing signs of a recession given 
resilient consumer spending thanks to 
low unemployment, high wage 
increases and high consumer savings. 
Travel and lodging spending in the 
U.S. increased 25% with cross-
border volume easily surpassing pre-
pandemic levels in 2019. Spending in 
Europe is positive despite higher 
energy costs and the war in Ukraine. 
Spending in Asia has lagged the global 
recovery due to continued Covid 
restrictions with significant upside 
remaining in Asia. Given the strong 
year-to-date momentum, Mastercard 
raised its revenue outlook for the full 
year with a low 20% growth expected 
on a constant currency basis. 

 
Long-term investors should go 
shopping with Mastercard, a HI-
quality company with a strong global 
brand, double-digit growth, highly 
profitable operations and strong cash 
flows. Buy.  

UNDER THE SPOTLIGHT 


