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Berkshire Hathaway held its second virtual 
annual meeting on May 1 in Los Angeles so 
that Vice Chairman Charlie Munger could join 
Warren Buffett, CEO and Chairman. Vice 
Chairmen Greg Abel and Ajit Jain also shared 
the stage. Here are a few highlights from the 
annual meeting: 
 

FIRST QUARTER RESULTS 
Berkshire Hathaway reported first quarter op-
erating earnings increased 19.5% to $7.0 bil-
lion with most business segments benefitting 
from the reopening of the economy.  
 

ECONOMY WENT OFF THE CLIFF 
Warren Buffett described how the economy 
“went off the cliff” last March as the pandemic 
ensued. The economy was “resurrected in an 
extraordinarily effective way” by the rapid re-
sponse of the Federal Reserve and Congress.  
On the liquidation of all of Berkshire's airline 
holdings earlier in 2020, Buffett has no re-
grets. "I still wouldn't want to buy the airline 
business." He did, however, concede Berk-
shire could have been doing more buying 
when stock prices dropped dramatically last 
March as the pandemic was taking hold. 
"Looking back ... definitely we could have 
done better things. Overall, I do not consider it 
a great moment in Berkshire's history. But 
also, we've got more net worth than any com-
pany in the United States ... and we've got 
$600 or $700 billion of generally good busi-
nesses."  

INFLATION 
Fiscal and monetary policy responded to the 
pandemic  in a way that was “incredible.” Buf-
fett added, “It did a better job than either the 
Fed or the Treasury or anybody expected. 
This economy right now, 85% of it is running 
in super high gear, and you’re seeing  infla-
tion.” At Berkshire, Buffett noted, “We're see-
ing very substantial inflation. It's very interest-
ing. We're raising prices. People are raising 
prices to us, and it's being accepted."  
 

APPLE  
Buffett acknowledged that paring back about 
4% of Berkshire's enormous Apple stake in 

last year's third quarter was "probably a mis-
take," and that Charlie, "in his usual low-key 
way," let Buffett know he thought it was a mis-
take. Berkshire continues to own about 5.3% of 
Apple with Buffett describing Tim Cook as one 
of the best managers in the world. Apple re-
ceives 99% satisfaction ratings on its products 
which are “incredible and indispensable.“ 
 
LOW INTEREST RATES AND THEN WHAT? 
Buffett remarked that stock market valuations 
may not be “crazy” given the current low inter-
est rate environment. He said, “Interest rates, 
basically, are to the value of assets what gravi-
ty is to matter.” He joked he would be in the 
Tokyo Olympics jumping if he could reduce 
gravity by 80%. He noted that we have had this 
“incredible reduction in the so-called super risk-
free group, the short-term Treasury bill, and 
that is the yardstick against which other values 
are measured.” If you discount cash flows at 
present low interest rates, “stocks are very, 
very cheap.” The question is what interest rates 
do over time. Buffett said, “It’s a fascinating 
time. We’ve never really seen what shoveling 
money in on the basis that we’re doing it on a 
fiscal basis, while following a monetary policy 
of something close to zero interest rates. But in 
economics, there’s one thing always to remem-
ber—you can never do one thing. You always 
have to say, “And then what?”  
  

SHARE REPURCHASES 
Buffett discussed that Berkshire spent about 
$25 billion last year repurchasing shares. “We 
can’t buy companies as cheap as we can buy 
our own, and we can’t buy stocks as cheap as 
we can buy our own.“ Buffett explained that 
share repurchases are a way essentially of dis-
tributing cash to the people that want the cash 
when other co-owners mostly want you to re-
invest it. Charlie added, “Well, if you’re repur-
chasing stock, just to bull it higher, it’s deeply 
immoral, but if you’re repurchasing stock be-
cause it’s a fair thing to do in the interest of 
your existing shareholders, it’s a highly moral 
act, and the people who are criticizing it are 
bonkers.” (continued on p. 12) 

BERKSHIRE HATHAWAY 
ANNUAL MEETING HIGHLIGHTS 
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STOCK PERFORMANCE 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
5-28-21 

Total (c) 
Return 

 
Advice* 

 
Comment 

Accenture-ACN Consulting/Outsourcing 03-06-12 59.95 282.16 408% HOLD Free cash flow +92% in first half to $4 
billion 

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

 
Technology 

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

256.38 
546.47 
254.89 

 
2,356.85 
2,411.56 

 
424% 
846% 

 
HOLD 

Free cash flow more than doubled in 1Q 
to $13.3 billion; announced new $50 

billion share buyback program 

Apple-AAPL iPhones, computers, 
services 

09-07-10 9.24 
 

124.61 1,307% HOLD Increased dividend 7% and announced 
new $90 billion share buyback 

Automatic Data 
Processing-ADP 

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

85.62 
148.95 

196.02 74% HOLD YTD paid $1.2 billion in dividends and 
repurchased $900 million of stock 

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

53.68 
 

89.74 80% HOLD Earnings up 73% in 1Q; dividend yields 
3.0% 

Berkshire Hathaway-
BRKB 
  

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

21.56 
27.45 
34.13 

289.44 986% HOLD Free cash flow +77% in 1Q to $6.8 
billion and repurchased $6.6 billion of 

common stock (see pp. 1 and 12) 

Biogen-BIIB Biotechnology 09-09-15 286.19 267.48 -7% HOLD Repurchased $600 million of stock in 1Q 
with plans to repurchase $4 billion more 

Brown-Forman-BFB Liquor 03-10-00 4.25 80.36 2,054% HOLD YTD free cash flow +25% to $531 
million 

Canadian National 
Railway-CNI 

Railroad 06-08-15 
12-03-19 

58.05 
88.61 

112.57 38% HOLD Planning to acquire Kansas City Southern 
for $33.6 billion (see p. 4) 

Check Point Software-
CHKP 

Cybersecurity 12-2-20 117.27 116.98 -0.2% BUY Repurchased $325 million of stock in 1Q 

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

 

5.78 
48.41 

52.90 43% HOLD YTD paid $4.6 billion in dividends and 
repurchased $2.1 billion of stock 

Cognizant Tech.-CTSH IT consulting 09-07-12 33.43 71.56 124% BUY Raised 2021 sales outlook to $17.8 
billion to $18.1 billion  

F5 Networks-FFIV Network technology 09-09-15 121.84 185.43 52% HOLD Repurchased $400 million of stock in 2Q 

Facebook-FB Social media 06-04-18 193.35 328.73 70% HOLD Announced new $25 billion share 
buyback program 

FactSet Research-FDS Financial information 03-14-14 104.42 334.36 236% HOLD Increased dividend 6.5%, marking 22nd 
year of consecutive dividend increases 

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

2.44 
20.85 

53.04 238% HOLD Free cash flow +26% in 1Q to $275 
million; paid $161 million in dividends 

General Dynamics-GD Aerospace and defense 12-03-19 176.29 189.91 12% HOLD In 1Q, paid $315 million in dividends and 
repurchased $744 million of stock 

Gentex-GNTX Auto mirrors 12-08-15 16.29 35.50 132% HOLD 1Q sales +7% and EPS +28% 

Genuine Parts-GPC  Diversified distributor  03-10-00 
09-09-15 
03-11-20 

 

20.81 
84.09 
84.69 

 

131.12 92% HOLD Trimming position (see p. 4) 

Hormel Foods-HRL  Food  06-14-01 6.01 48.54 851% HOLD Raised sales outlook for fiscal 2021 to 
$10.2 billion to $10.8 billion 

Intel-INTC Semiconductors 09-09-20 49.84 57.12 16% HOLD Announced $20 billion capacity 
expansion plan 

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

35.48 
137.52 

169.25 86% BUY Increased dividend 5%, marking 59th 
straight year of dividend increases 

*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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Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
5-28-21 

 

Total (c) 
Return 

 
Advice* 

 
Comment 

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

73.70 
213.64 

203.04 32% HOLD Free cash flow +56% in 1Q to $1.4 billion; 
paid $858 million in dividends 

Mastercard-MA Global payments 09-05-14 76.45 360.58 381% HOLD During 1Q paid $439 million in dividends 
and repurchased $1.4 billion of stock 

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

57.54 
73.70 

92.67 41% HOLD Acquiring Veterans Evaluation Services for 
$1.4 billion 

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

30.16 
26.94 

249.68 847% HOLD Acquiring Nuance for $19.7 billion in cash 

Nike-NKE Shoes and apparel 03-07-17 56.55 136.46 148% HOLD 3Q EPS jumped 70% 

Oracle-ORCL Software 09-05-13 32.31 78.74 161% HOLD Increased dividend 33% and new $20 
billion buyback program 

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

29.49 
27.28 

101.14 326% HOLD Increased dividend 6% 

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

 81.89 
109.42 
132.97 

147.94 44% BUY 1Q sales +7%, EPS +29%;  
plans to pay $5.9 billion in dividends in 

2021 

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

 

18.45 
78.40 

 

88.71 24% HOLD Increased dividend 7% and plans $2 billion 
buyback in 2021 

Regeneron-REGN Biotechnology 12-02-20 508.21 502.43 -1% BUY 1Q sales +38%, EPS +86% 

Ross Stores-ROST Off-price retailer 06-08-17 61.70 126.39 109% BUY New $1.5 billion share buyback program 

SEI Investments-SEIC Investment mgmt. 06-10-20 59.85 63.44 7% BUY 1Q sales +10%, EPS +24% 

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

 

37.26 
58.61 

 

113.88 129% HOLD Generated $2.1 billion in free cash flow and 
paid $1.1 billion in dividends in first half 

Stryker-SYK Medical technology 03-11-09 32.08 255.27 747% HOLD In 1Q paid $238 million in dividends 

T. Rowe Price-TROW Investment mgmt.  08-31-11 
09-05-14 
03-11-20 

53.98 
80.59 

106.54 

191.35 151% HOLD 1Q revenues +25% with earnings more than 
doubling 

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

2.54 
36.18 

67.54 297% BUY New $1.0 to $1.25 billion buyback program 

Tractor Supply-TSCO Rural retailer 12-11-17 67.51 181.70 180% HOLD Expects to repurchase $700-$800 million of 
stock in 2021 

Ulta Beauty-ULTA Beauty retailer 09-10-18 285.84 345.36 21% HOLD Expects 23% to 25% comparable store sales 
growth in fiscal 2021 

UnitedHealth Group-UNH Health care 
management 

08-29-19 231.64 411.92 81% HOLD Free cash flow more than doubled in 1Q to 
$5.4 billion 

United Parcel Service-UPS Package delivery 03-11-20 88.03 214.60 189% HOLD 1Q sales +27% with earnings up nearly 
fivefold; paid $858 million in dividends 

Walgreens Boots Alliance-
WBA 

Drugstores 09-12-08 
06-08-17 
06-10-20 

36.38 
81.83 
44.97 

52.66 6% HOLD Free cash flow +5% in first half to $1.9 
billion; paid $808 million in dividends 

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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reported first 
quarter revenues dipped slightly 
with net income and EPS each 
declining 4%. Record first quarter 
intermodal traffic and shipments of 
Canadian grain and freight rate 
increases were offset by lower vol-
umes for other commodities 
caused by the ongoing effects of 
the COVID-19 pandemic, the 
stronger Canadian dollar and lower 
fuel surcharges. Canadian Na-
tional’s operating ratio of 62.5% 
improved 3.2%, thanks to a healing 
U.S. economy. During the first 
quarter, Canadian National (CN) 
generated C$540 million in free 
cash flow with the company paying 
C$436 million in dividends, up 7% 
from last year.  
 
During the quarter, Canadian Na-
tional announced a $33.6 billion 
acquisition offer for Kansas City 
Southern (KCS), which derailed 
rival Canadian Pacific’s $29 billion 
bid. Under the terms of the agree-
ment, KCS shareholders will re-
ceive $200 in cash per share and 
1.129 shares of CN common stock, 
with KCS shareholders expected to 
own 12.6% of the combined com-
pany following the acquisition.  
 
The merger will be funded with 
cash-on-hand and $19 billion of 
new debt. Upon closing, Canadian 
National will have about $33 billion 
in net debt. Given its strong bal-
ance sheet, management expects 
to maintain its investment grade 
credit rating. The deal is expected 
to be accretive to CN’s adjusted 
EPS in the first full year following 
CN assuming control of KCS. Sub-
ject to regulatory approval which 
management expects, the deal is 
expected to close in the second 
half of 2022.  
 
The combination will establish  the  
premier railway network with an 
estimated additional $8 billion mar-
ket opportunity. It will create a new 
express route connecting the US, 
Mexico and Canada with end-to-

PORTFOLIO REVIEW 

 

DIVIDENDS 
 

Since the last  issue, the following 
dividends per share were received: 
Accenture ($.88),  Apple ($.22), 
ADP ($.93), Bank of Hawaii ($.67), 
Brown-Forman ($.18), Canadian 
National ($.49), Cisco ($.37), 
Cognizant ($.24), FactSet 
Research ($.77), Fastenal ($.28), 
General Dynamics ($1.19), Gentex 
($.12), Genuine Parts ($.82), 
Hormel Foods ($.25), Intel ($.35), 
Johnson & Johnson ($1.01), 
Mastercard ($.44), Maximus ($.28), 
Microsoft ($.56), 3M ($1.48), Nike 
($.28), Oracle ($.32), Paychex 
($.66), Pepsi ($1.02), Raytheon 
($.48), Ross Stores ($.29), 
Starbucks ($.45), Stryker ($.63), 
TJX ($.26), T. Rowe Price ($1.08), 
Tractor Supply ($.52), United 
Parcel Services ($1.02), 
UnitedHealth ($1.25) and 
Walgreens ($.47). 
 

end seamless single operator ser-
vice, thereby enhancing customer 
choice and competition. The com-
bined railroad will connect ports from 
all three coasts to more heartland 
cities, providing buyers and sellers 
with more destinations. By convert-
ing truck traffic to the rail supply 
chain, the new railroad will signifi-
cantly reduce greenhouse gas emis-
sions. Canadian National will pre-
serve access to all existing inter-
change options, enhancing route 
choice and ensuring robust competi-
tion. CN will also preserve competi-
tion by divesting the minimal areas of 
overlap between the two railroads. 
 

******* 
With the profits from Genuine 
Parts and cash held, we plan to 
buy Roche Holding ADR and NVR, 
Inc.  (see pp. 10 and 11). Personal 
and employee purchases will be 
made during the week following dis-
tribution of this newsletter. (See Per-
sonal Trading restrictions in the box 
on p. 3.) 

first 
quarter results with sales up 9% to 
$4.5 billion and net income and 
EPS both motoring 78% ahead to 
$217.7 million and $1.50, respec-
tively. The firm produced its 14th 
consecutive quarter of gross margin 
expansion while managing operat-
ing costs closely, leading to a sub-
stantial increase in earnings with 
the positive momentum expected to 
continue throughout the year.  
 
Free cash flow jumped to $253 mil-
lion during the quarter, driven by 
the higher earnings and working 
capital improvement with the com-
pany paying $114 million in divi-
dends. The 2021 dividend was in-
creased 3%, marking the 65th con-
secutive year of increased divi-
dends. While the company did not 
repurchase any shares in the first 
quarter, it has 14.5 million shares 
authorized for future share repur-
chases which management expects 
to immediately resume. 
 
The company's balance sheet re-
mains in excellent  condition with a 
solid cash position exceeding $1 
billion and ample financial strength 
to pursue strategic growth opportu-
nities through its disciplined capital 
allocation strategy. With positive 
sales momentum, improving mar-
gins and the likelihood it will contin-
ue benefitting from the strong eco-
nomic recovery, management 
raised its financial outlook for the 
full year. Total sales growth is ex-
pected to increase 5% to 7% in 
2021 with EPS expected in the 
range of $5.85 to $6.05 with cash 
flow from operations in the range of 
$1 billion to $1.2 billion.  
 
With the stock appearing fully val-
ued after driving 24% higher dur-
ing the past three months, we are 
trimming back our position. Genu-
ine Parts has provided us with gen-
uine profits as the stock has mo-
tored ahead more than sixfold 
over the last 21 years while pay-
ing us steadily growing dividends.  

GENUINE PARTS,  
GENUINE PROFITS 

CANADIAN NATIONAL RAILWAY 
$33.6 BIILLION ACQUISITION 



www.hendershotinvestments.com                                                                                              Page 5 

 

 
 

(continued) 
 

REALIZED GAINS AND LOSSES OVER THE LAST 12 MONTHS 

 

COMPANY DATE  
PURCHASED 

DATE  
SOLD 

GAIN/ 
LOSS 

COMMENT* 

BANK OF HAWAII 12/03/18 03/10/21 +17% Fully valued, trimmed position 

BOOKING HOLDINGS 12/10/14 
12/12/12 

06/10/20 
06/10/20 

+56% 
+178% 

Sold position due to long journey to full recovery and added debt 

CANADIAN NATIONAL 06/08/15 09/09/20 +79% Fully valued, trimmed position 

CARRIER GLOBAL 09/10/01 06/10/20 +266% Sold small spin-off position from United Technologies as did not meet our 
investment criteria 

COGNIZANT 09/07/12 12/02/20 +134% Fully valued, trimmed position 

FACEBOOK 06/04/18 09/09/20 +43% Fairly valued, trimmed position 

ORACLE 09/05/13 12/02/20 +83% Fairly valued, trimmed position 

OTIS WORLDWIDE 09/10/01 06/10/20 +244% Sold small spin-off position from United Technologies as did not meet our 
investment criteria 

ROSS STORES 06/08/17 03/10/21 +98% Fairly valued, trimmed position 

THE TJX COMPANIES 09/09/15 03/10/21 +81% Fairly valued, trimmed position 

TRACTOR SUPPLY 12/11/17 09/09/20 +108% Fully valued, trimmed position 

UPS 05/27/05 
06/09/06 
08/31/11 
03/11/20 

09/09/20 
09/09/20 
09/09/20 
09/09/20 

+114% 
+101% 
+136% 
+82% 

Fully valued, trimmed position 

WALT DISNEY 09/02/16 06/10/20 +30% Sold position due to significant operating loss, increased debt  
and suspension of dividend 

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 
5-28-21 

 

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 78-138 124.61 $3.28 $5.19 27.9 30.0 7.6 .7% 6% 9% 88% 295% 157% 1.1x $274,515,000 

ACN 191-278 282.16 7.89 8.47 33.4 9.5 4.0 1.3 7% 5% 30% 49 15 1.4 44,327,039 

ADP 138-207 196.02 5.70 5.95 34.0 14.7 5.8 1.9 6% 15% 43% 33 35 1.5 14,589,800 

BF.B  56-80 80.36 1.72 1.70 42.3 15.6 11.4 0.9 2% -5% 42% 45 95 3.7 3,363,000 

BIIB 231-318 267.48 24.80 14.52 14.7 3.9 3.1 - 4% 10% 37% 32 72 2.1 13,444,600 

BOH 69-102 89.74 3.86 5.46 20.0 2.7 5.3 3.0 3% -2% 11% n/a n/a n/a 680,731 

BRK.B ! 243-313 289.44  14,198 18,400 28.3 1.5 2.7 - 3% 7% 10% n/a n/a n/a 245,510,000 

CHKP 118-164 116.98 5.96 5.94 19.3 4.9 7.9 - 4% 9% 24% 71 0 1.5 2,064,900 

CNI 92-124 112.57 5.00 6.13 22.7 4.0 5.8 1.8 4% 2% 18% 0 62 1.2 13,819,000 

CSCO  38-57 52.81 2.64 2.40 21.8 5.6 4.5 2.8 0% 6% 30% 59 24 1.5 49,301,000 

CTSH 68-100 71.56 2.57 3.97 25.1 3.5 2.3 1.4 6% 0% 13% 24 6 2.1 16,720,000 

FAST  35-51 53.04 1.49 1.55 35.1 10.9 5.4 2.1 9% 15% 31% 12 19 4.0 5,647,300 

FB 260-440 328.73 10.09 13.12 28.1 5.9 9.2 - 33% 30% 23% 48 0 6.1 85,965,000 

FDS 272-378 334.36 9.65 10.45 33.9 12.9 8.5 1.0 7% 4% 42% 61 60 3.5 1,494,111 

FFIV 128-221 185.43 5.01 5.98 41.0 5.5 4.7 - 4% -2% 14% 33 18 1.0 2,350,822 

GD 138-212 189.91 11.00 11.19 17.2 3.5 1.4 2.5 6% 6% 20% 12 65 1.3 37,925,000 

GNTX 28-40 35.50 1.41 2.01 23.5 4.4 5.2 1.4 0% 4% 18% 33 0 4.5 1,650,000 

GOOGL!! 1911-
2744 

2,356.85 58.61 87.69 31.4 6.9 8.7 - 19% 20% 18% 70 6 3.1 182,527,000 

GPC  90-131 131.12 1.13 6.05 73.3 5.7 1.1 2.5 2% -30% 5% 34 74 1.2 16,537,433 

HRL  43-56 48.54 1.66 1.73 30.0 3.7 2.7 2.0 0% 0% 14% 21 15 3.0 9,608,462 

INTC 48-69 57.12 4.94 4.03 12.8 2.9 3.0 2.4 7% 24% 26% 18 42 1.9 77,867,000 

JNJ  170-214 169.25 5.51 9.53 29.9 6.8 5.4 2.5 4% -2% 23% 37 46 1.3 82,584,000 

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 
5-28-21 

 
 

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)  

MA 342-494 360.58 $6.37 $7.86 55.3 56.5 23.4 0.5% 9% 15% 100% 122% 209% 1.4x $15,301,000 

MMM 158-226 203.04 9.25 9.80 20.8 8.5 3.7 2.9 2% 3% 42% 37 122 1.8 32,184,000 

MMS 68-103 92.67 3.39 4.33 21.2 4.2 1.6 1.2 10% 6% 17% 18 10 1.6 3,461,537 

MSFT 162-240 249.68 5.76 7.77 34.0 14.0 13.2 .9 12% 22% 37% 93 37 2.3 143,015,000 

NKE 100-148 136.46 1.60 3.13 64.1 3.5 5.7 .8 4% -7% 32% 105 104 2.8 37,403,000 

NVR 3934-
6779 

4,887.23 230.11 322.24 19.4 5.8 2.4 - 7% 22% 29% 90 50 n/a 7,566,040 

ORCL 58-84 78.74 3.08 4.46 18.9 24.0 5.9 1.6 1% 10% 80% 100+ 100+ 2.2 39,068,000 

PAYX 69-98 101.14 3.04 2.99 34.6 12.3 9.0 2.6 8% 10% 40% 34 30 2.0 4,040,500 

PEP 135-173 147.94 5.12 6.08 27.4 14.7 2.9 2.9 3% 4% 53% 48 180 0.9 70,372,000 

REGN 480-662 502.43 30.52 46.75 14.3 4.4 6.2 - 15% 41% 32% 59 17 4.2 8,497,000 

RHHBY 41-50 43.76 2.33 2.67 16.6 7.3 4.5 2.8 7% 14% 39% 34 31 1.3 65,879,000 

ROST 111-165 126.39 .24 4.33 51.6 12.3 3.6 .9 -1% 5% 3% 147 68 1.7 12,531,565 

RTX 66-95 88.71 -2.29 3.85 n/a 1.9 2.4 2.3 n/a n/a Loss 12 44 1.2 56,587,000 

SBUX 74-112 113.88 .79 2.77 134.0 n/a 5.7 1.6 2% -20% n/a n/a n/a 1.1 23,518,000 

SEIC 52-82 63.44 3.00 3.70 20.0 4.9 5.4 1.2 5% 10% 26% 49 2 6.1 1,684,058 

SYK 194-281 255.27 4.20 6.18 69.2 7.1 6.7 1.0 6% -1% 12% 17 97 2.3 14,351,000 

TJX  64-85 67.54 .07 2.59 54.0 13.2 2.5 1.5 -1% 6% 2% 143 87 1.5 32,136,962 

TROW 135-207 191.35 9.98 12.26 16.3 5.4 7.0 2.3 10% 20% 30% 78 0 n/a 6,206,700 

TSCO 116-194 181.70 6.38 7.37 25.2 11.4 2.0 1.1 12% 18% 39% 62 183 1.7 10,620,352 

ULTA 251-428 345.36 3.11 11.80 40.2 10.5 3.1 - 6% -17% 9% 51 0 1.7 6,151,953 

UNH 298-447 411.92 16.03 17.62 12.3 2.0 1.5 1.2 9% 22% 23% 94 54 0.7 257,141,000 

UPS 148-212 214.60 1.64 10.91 35.8 26.2 2.2 1.9 8% -19% 100% 100+ 100+ 1.3 84,628,000 

WBA 37-64 52.66 .20 2.66 n/a 2.1 0.4 3.6 1% -52% 2% 5 153 0.8 121,982,000 

(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 jumped 10% as first 
quarter GDP growth increased 6.4% 
due to widespread COVID-19 
vaccinations, lower unemployment 
and a consumer-fueled recovery. 
The following HI-quality stocks 
generated awesome 18% or better 
gains during the same period. 

UPS delivered record first quarter 
results with sales increasing 27% to 
$22.9 billion and net income and 
EPS up nearly fivefold to $4.8 billion 
and $5.47, respectively. By business 
segment, U.S. Domestic revenue 
increased 22% to $14 billion on a 
10% increase in revenue per piece. 
International revenue increased 
36% to $4.6 billion, led by Asia and 
Europe. Supply Chain and Freight 
revenue increased 34% to $4.3 
billion, driven by record growth from 
Healthcare activities including the 
delivery of 196 million COVID-19 
doses with 99.9% on-time delivery. 
UPS generated free cash flow of 
$3.7 billion during the quarter. UPS’ 
stock delivered a hefty 36% gain 
during the past quarter. Hold. 

Facebook reported first quarter 
revenues rose 48% to $26.2 billion 
with net income up 94% to $9.5 
billion. Free cash flow increased 7% 
during the quarter to $8.0 billion with 
the company repurchasing $3.9 
billion of its common stock. 
Facebook has $8.6 billion remaining 
authorized on the previous share 
buyback program while announcing 
a new $25 billion share buyback 
program. The firm ended the quarter 
with a fortress balance sheet with 
more than $64 billion in cash and 
investments and  no long-term debt. 
Mr. Market “liked” Facebook with 
the stock up  28% during the past 
quarter. Hold. 

UnitedHealth Group reported first 
quarter revenues increased a 
healthy 9% to $70.2 billion with net 
earnings and EPS both increasing 
44% to $4.86 billion and $5.08, 
respectively. During the quarter, 
UnitedHealth’s free cash flow more 
than doubled to $5.4 billion. The 
firm returned $2.8 billion to 
shareholders through dividend 
payments of $1.2 billion and share 
repurchases of $1.65 billion. 
During the past two years, 
UnitedHealth Group’s stock has 
provided a healthy 81% total 
return. Hold. 

Raytheon reported first quarter 
revenues rose 34% to $15.3 billion  
with net income increasing to $753 
million. RTX distributed $1.1 billion 
to shareholders through dividends 
of $705 million and share 
repurchases of $375 million. 
Based on a strong cash position, 
RTX increased the second quarter 
dividend by more than 7% with 
plans to repurchase at least $2.0 
billion of shares in 2021. 
Raytheon’s stock soared 23% 
during the past quarter. Hold. 

Oracle reported third quarter 
revenues increased 3% to $10.1 
billion with net income up 95% to 
$5 billion. During the quarter, 
Oracle repurchased $4 billion of its 
shares. Trailing twelve-month free 
cash flow increased 3% to $12.8 
billion. Oracle increased the 
quarterly dividend by 33% to $0.24 
per share and the share buyback 
authorization by $20 billion. Over 
the past eight years, Oracle has 
provided a divine 161% total 
return. Hold. 

Berkshire’s revenues increased 6% 
during the first quarter to $64.7 billion 
with operating earnings rising 19.5% 
to $7 billion as many of Berkshire’s 
businesses experienced a significant 
recovery in revenues and earnings. 
Free cash flow rose 77% during the 
first quarter to $6.8 billion with 
Berkshire repurchasing $6.6 billion of 
its common stock. Berkshire’s stock 
has provided a more than tenfold 
tasty buffet  of gains over the last 
21 years. Hold. 

Alphabet reported first quarter 
revenues rose 34% to $55.3 billion  
with net income rising more than 
160% to $17.9 billion. This strong 
performance was driven by elevated 
consumer activity online and broad-
based growth in advertiser revenue. 
Alphabet’s free cash flow more than 
doubled during the first quarter to 
$13.3 billion with the company 
repurchasing $11.4 billion of its 
common shares. Alphabet authorized  
a new $50.0 billion share buyback 
program. Over the past decade, 
Alphabet’s stock has googled up 
an 846% gain. Hold.  

T. Rowe Price reported first quarter 
revenues rose 25% to $1.8 billion 
with net income more than doubling 
to $749.4 million. Assets under 
management ended the quarter at 
$1.52 trillion, a $47.5 billion or 3.2% 
increase since year end. T. Rowe 
Price remains debt-free with ample 
liquidity including $6.9 billion in cash 
and investments. During the past 
quarter, T. Rowe Price repurchased  
$267.6 million of its common stock. 
Over the past decade, T. Rowe 
Price’s stock has more than 
tripled. Hold.  

PORTFOLIO HI-LITES 
QUARTERLY  

MOVERS AND SHAKERS 

UNITEDHEALTH 
HEALTHY FREE CASH FLOW 

UPS 
DELIVERS RECORD RESULTS 

BERKSHIRE HATHAWAY 
$6.6 BILLION BUYBACK 

RAYTHEON 
INCREASED DIVIDEND 7% 

FACEBOOK  
$25 BILLION SHARE BUYBACK 

ALPHABET 
$50 BILLION SHARE BUYBACK 

ORACLE 
INCREASED DIVIDEND 33% 

T. ROWE PRICE 
REVENUES UP 25%  
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(continued) 

General Dynamics reported first 
quarter revenue increased 7% to 
$9.4 billion with net income up 
slightly to $708 million and EPS up 
2.1% to $2.48. During the quarter,  
the company paid $315 million in 
dividends and repurchased about 4.6 
million shares of its common stock 
for $744 million at an average price 
of $161.38 per share. Orders 
remained strong across the company 
with a book-to-bill ratio of 1-to-1 led 
by a book-to-bill ratio of 1.3-to-1 in 
Aerospace. Backlog grew 4.5% from 
the prior year to $89.6 billion.  

Management’s outlook for the full 
year is for revenues to increase 3% 
to $39 billion with EPS in the range 
of $11.00-$11.05. Free cash flow is 
expected to increase in 2021 from 
already strong levels, which may 
lead to further dividend increases 
and share repurchases. General 
Dynamics’ stock marched 16% 
higher during the past quarter. 
Hold. 

3M reported first quarter sales 
increased 9.6% to $8.9 billion with 
net earnings up 24% to $1.6 billion.  
Sales in the Safety & Industrial 
segment grew 13.7%, due to high 
demand for respirators.  During the 
quarter, 3M’s free cash flow 
increased 56% to $1.4 billion.  The 
company returned $1.1 billion to 
shareholders during the quarter 
through dividends of $858 million 
and share repurchases of $231 
million. 3M reduced total debt by 
$600 million, or 3%, strengthening an 
already strong balance sheet. The 
company’s full-year guidance 
remains unchanged with projected 
2021 sales growth of 5% to 8% and  
EPS in the $9.20 to $9.70 range. 
3M’s stock posted a 16% gain 
during the past quarter. Hold.   

Cognizant reported first quarter 
revenues rose 4% to $4.4 billion 
with net income up 38% to $505 
million and EPS up 42% to $.95.  
Revenue growth was driven by 
digital revenue growth of 15% which 
now represents 44% of total 
revenue up from 39% in the prior 
year period. Operating margin 
expanded to 15.2% during the 
quarter.  

Cognizant has over 200,000 
associates working in India with the 
ongoing humanitarian crisis brought 
on by the pandemic deeply 
concerning. Cognizant has made a 
series of investments to support 
India during this time of need and 
continues to prioritize the health and 
safety of all their associates who 
continue to work from home. Total 
employee attrition during the quarter 
was a high 21%, partly due to the 
pandemic but also due to the 
intensely competitive war for talent. 
Cognizant is increasing its 
investments in recruiting  talent with 
a record 28,000 offers to new 
graduates.  

Free cash flow during the quarter 
declined 76% to $93 million 
reflecting payments of taxes that 
had been deferred due to the 
pandemic. During the quarter, 
Cognizant paid $128 million in 
dividends and repurchased $234 
million of its common stock at an 
average price of $75.80 per share. 
Cognizant has $2.6 billion 
remaining authorized for future 
share repurchases.   

Cognizant spent about $340 million 
on acquisitions during the quarter to 
support future growth. The company 
raised its outlook for sales for the 
full fiscal 2021 year to a range of 
$17.8 billion to $18.1 billion, 
representing 7%-9% growth, with  
adjusted EPS expected in the range 
of $3.90-$4.02. Buy. 

Ross Stores rang up sales of $4.5 
billion with net income of $467 
million. Same store sales increased 
13% from 2019 levels.  First quarter 
sales results significantly exceeded  
management’s expectations as the  
firm benefited from government 
stimulus payments, ongoing vaccine 
rollouts, easing of COVID restrictions 
and pent-up consumer demand. 
During the quarter, Ross Stores 
generated $615.9 million in free cash 
flow with the company paying $101.5 
million in dividends. Given the strong  
cash flow, the company’s Board 
authorized a new program to 
repurchase up to $1.5 billion of its 
common stock through fiscal 2022, 
with plans to buy back $650 million 
this year and $850 million in 2022. 
For this year’s full fiscal year, Ross 
expects same store sales to increase 
7% to 9% from 2019 levels with EPS 
in the $3.93 to $4.20 range. Buy. 

The TJX Companies rang up $10.1 
billion in first quarter sales with net 
income of $534 million. First quarter 
open-only comparable store sales 
increased 16%, driven by 40% 
growth in Home Goods and 12% 
growth in Marmaxx U.S. TJX  
announced that its Board has 
reinstated its share repurchase 
program. The company plans to 
repurchase approximately $1.0 
billion to $1.25 billion of TJX stock 
during the fiscal year ending January 
29, 2022, and currently has 
approximately $3.0 billion remaining 
under its existing stock repurchase 
program. TJX also reinstated its 
dividend which had been prudently 
suspended during store closures 
caused by the COVID-19 pandemic.  

TJX continues to see strong second 
quarter overall open-only comp store 
sales trends similar to the first 
quarter.   Buy.  

ROSS STORES 
$1.5 BILLION BUYBACK 

QUARTERLY RATING CHANGE 
FROM  BUY TO  HOLD 

GENERAL DYNAMICS 
$89.6 BILLION BACKLOG 

COGNIZANT 
RAISED SALES OUTLOOK 

QUARTERLY RATING CHANGE 
FROM  HOLD TO BUY 

THE TJX COMPANIES 
$1.0-$1.25 BILLION BUYBACK 

3M 
FREE CASH FLOW +56% 
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NEW STOCK 
ROCHE HOLDING AG ADR  (RHHBY  -  $43.76) 

Konzern Hauptsitz, Grenzacherstrasse 124, Basel 4070, Switzerland  www.roche.com 

Roche Holding, a global pioneer in pharmaceuticals and diagnostics, offers differentiated products in oncology, 
immunology, infectious diseases, ophthalmology and diseases of the central nervous system. Roche is also the world 
leader in in vitro diagnostics and tissue-based cancer diagnostics, and a frontrunner in diabetes management. 
Headquartered in Basel, Switzerland, Roche operates in over 100 countries and employs 100,000 people worldwide. 

sales, increased a healthy 14% in 
constant currency thanks to sales of 
COVID-related tests, which more 
than offset the COVID-related 
decline in routine testing across the 
portfolio.   

Roche responded quickly and 
broadly to the pandemic. Within 
hours of receiving regulatory approval 
for its SARS-CoV-2 PCR test in 
March 2020, Roche sent test kits, 
which run on its high-volume fully 
automated diagnostic systems, to 
major hospitals and laboratories 
around the world. The launch of 

In February 2021, Roche received 
emergency use authorization for its 
Rapid Antigen Nasal home test that 
identifies highly infectious people in 
15 minutes. Further, Roche’s drug 
to treat rheumatoid arthritis has 
been adopted by many countries to 
treat severely ill COVID-19 patients 
and, in August 2020, Roche 
announced a partnership with 

and distribute its investigational 
neutralizing antibody cocktail. 
 

PROFITABLE GROWTH 
Roche generated healthy growth 

during the past five years with 
revenues compounding at a 7% 
annual rate as net income and EPS 
each grew at a solid 14% annual 
pace.  Roche’s profitable operations 

consistently deliver double-digit net 
profit margins and returns on 
shareholder equity exceeding 30%.  

For the first quarter, Roche reported 
a 3% increase in constant currency 
sales growth. Pharmaceutical sales 
declined 9% on continued headwinds 
from biosimilars and continuing  
pandemic impacts.  Diagnostic sales 
jumped 55% on strong COVID testing 
momentum and healthy growth in 
routine business.  For the full 2021 
year, sales are expected to grow in 
the low- to mid-single digit range on a 
constant currency  basis with core 
EPS targeted to grow  in line with 
sales.    

HEALTHY BALANCE SHEET 
Roche maintains a healthy balance 
sheet with $13.9 billion in cash and 
investments and $12.5 billion in long-
term debt as of 12/31/2020. Roche 
recently announced a 1% increase in 
the dividend, marking the  34th 
consecutive year of dividend growth. 
The current dividend yields an 
attractive 2.8%. Roche expects to 
distribute 47.5% of its earnings to 
shareholders during 2021.  
 
Long-term investors seeking a 
profitable prescription should 
consider Roche Holding AG, a HI-
quality market leader with profitable 
growth and a healthy balance sheet. 
Buy. 

Fiscal Year  
Dec. 

4-YR 
CAGR 

 
2020 

 
2019 

 
2018 

 
2017 

 
2016 

Revenues 
(000,000) 7.3% $65,879 $63,498 $57,912 $54,694 $49,662 

Net Income 
(000,000) 14.5% $16,147 $13,943 $10,661 $8,978 $9,403 

EPS (ADR) 14.2% $2.33 $2.02 $1.55 $1.31 $1.37 

Dividends 4.4% $1.20 $1.16 $1.11 $1.07 $1.01 

Profit Margin  24.5% 22.0% 18.4% 16.4% 18.9% 

MARKET LEADER 
In 1896, when the industrial 
revolution was changing the face of 

Europe, 28-year-old Fritz Hoffmann-
La Roche launched his company in 
Basel, Switzerland.  Fritz was among 
the first to recognize that the 
industrial manufacture of medicines 
would advance the fight against 
disease. Known for producing vitamins, 
the company became the first to 
mass-produce synthetic vitamin C.  

Since then, Roche Holding has grown 
into one of the world’s leading 
healthcare companies with products 
spanning the healthcare spectrum, 
from early detection and prevention of 
disease to diagnosis and treatment. 
Combining strengths and expertise of 
its two divisions, Pharmaceuticals 
and Diagnostics, Roche plays an 
increasingly important role in shaping 
the future of personalized healthcare 
to deliver clinically differentiated 
drugs. Much of Roche’s leadership in 
pharmaceuticals stems from its  $47 
billion Genentech acquisition in 2009. 

Pharmaceutical division sales,  which 
accounted for nearly 80% of total 

for three blockbuster drugs that 
represented more than 30% of 2019 
sales. Strong global uptake of new 
medicines partly compensated  for 
erosion in sales of drugs coming off 
patent protection.  Indeed, medicines 

launched since 2012 increased 32% 
in 2020 and now 

sales. Roche’s 
pipeline is full with four new drugs 
authorized for use in 2020 and a 
record 19 new compounds either 
enrolled in registrational studies or 
awaiting regulatory approval.  

Diagnostics division sales, which 
accounted for 20% of total 2020 
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MARKET LEADER 
Based in Reston, Virginia,  NVR is one 
of America’s leading homebuilders.  
Its Ryan Homes brand was founded in 
1948 in Pittsburgh, Pennsylvania, to 
provide housing in the booming post-
war economy. Ryan Homes has 
constructed more than 440,000 homes 
and markets primarily to first-time 
buyers. The NVHomes brand, 
established in 1980 in Northern 
Virginia,  offers additional architectural 
details and designer elements  and 
has earned a reputation for both 
quality and value. Heartland Homes, 
founded in 1984, builds primarily 
luxury homes in the Pittsburgh 
metropolitan area.  
 

areas accounted for 
about 34% of NVR’s homebuilding 
revenues. As of 3/31/21, NVR’s 
homebuilding segment accounted for  
96% of revenues and the mortgage 
banking segment accounted for 4% of 
revenues.   
 
Housing is primarily constructed on a 
pre-sold basis. NVR’s lot acquisition 
strategy is predicated upon reducing 
risk associated with direct land 
ownership and development. The 
company typically acquires finished 
building lots from third party land 
developers pursuant to fixed price 
finished lot purchase agreements.  
 
This strategy allows NVR to maximize 
inventory turnover while minimizing 
market risk and 

of return on 
equity and total capital. In addition to 
utilizing a conservative lot acquisition 
strategy, NVR focuses on obtaining 
and maintaining a leading market 
position in each market it serves, 
thereby gaining valuable efficiencies 
and competitive advantages. This 
strategy contributes to minimizing  
adverse effects of regional economic 
cycles and provides good growth 
opportunities within local markets.  

NEW STOCK 
NVR Inc. (NVR-$4,887.23) 

 11700 Plaza America Drive, Suite 500, Reston, VA, 20190 www.nvrinc.com 

ROBUST CASH FLOW  
During the first quarter, NVR 
generated $325 million in free cash 
flow, representing over 130% of net 
income. NVR’s robust free cash flow 
allows it to fund growth while 
returning cash to shareholders. 
Though NVR does not currently pay 
a dividend nor does it have plans to 
do so,  it has historically returned a 
substantial portion of excess cash to 
shareholders via share buybacks.  

Management views the share 
repurchase program as a key 
component to accomplishing its 
primary goal of creating increases in 
shareholder value. Over the past five 
years, NVR has repurchased nearly $3 
billion of its shares. 

During the past quarter, NVR 
repurchased about 86 million shares 
of its common stock for $377.4 
million or at an average price of 
$4,362 per share.  NVR’s Board of 
Directors  recently authorized the 
repurchase of an additional $500 
million of its outstanding common 
stock. The company ended the first 
quarter with $2.8 billion in cash, $1.5 
billion in long-term debt and $3.0 
billion in shareholders’ equity on its 
sturdy balance sheet. 
 

PROFITABLE GROWTH 
NVR has generated solid growth 
over the past five years with revenue 
compounding at a 7% annual rate 

and net income and earnings growing 
at 21% and 22% annual rates, 
respectively. NVR’s profit margin 
increased from 7.3% to  11.9% in the 
past five years aided by a lower tax 
rate from the tax cut enacted in 2017. 
Over the last five years, the 
company’s return on shareholders’ 
equity has averaged an outstanding 
35%, demonstrating the high 
profitability of the business.  
 

STRONG DEMAND 
Strong demand for new homes 
continued through the first quarter of 
2021, driven by historically low 
mortgage interest rates and low 
housing supply. This has led to 
strong sales absorptions and rising 
home prices, as well as increased 
construction activity and demand for 
building materials.  
 
For the first quarter, NVR reported a 
29% jump in revenues to over $2 
billion with net income and EPS each   
rising more than 40%  to $249 million 
and $63.21, respectively. New orders 
increased in the first quarter by 26% 
to 6,314 units with the average sales 
price rising 10% to $410,500. The 
backlog of homes sold but not settled  
as of 3/31/21 increased by 42% to 
12,791 units and increased on a 
dollar basis by 51% to $5.2 billion. 
Long-term investors seeking a firm 
with a strong foundation should 
consider NVR, a HI-quality market 
leader with strong brands, robust 
cash flow and profitable growth. Buy. 

NVR, one of America’s leading homebuilders, operates in 33 metropolitan areas across 14 states east of the 
Mississippi River. The company builds single-family detached homes, townhomes and condominium buildings under 
three brands, Ryan Homes, NVHomes and Heartland Homes. In addition to building and selling homes, NVR provides 
a number of mortgage-related services for its homebuyers. 

Fiscal Year  
Dec. 

4-YR 
CAGR 

 

 
2020 

 
2019 

 
2018 

 
2017 

 
2016 

Sales 
(000) 

 6.7% $7,566,040 $7,428,440  $7,189,650  $6,322,270 $5,834,590 

Net Income 
(000) 

 20.7% $901,248  $878,539  $797,197  $537,521  $425,262  

EPS 22.1% $230.11 $221.13 $194.80 $126.77 $103.61 

Profit Margin  11.9% 11.8% 11.1% 8.5% 7.3% 
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world. We will adapt to the tax rate, 
whatever it is.” 
 

RAILROAD CONSOLIDATION 
Greg Abel was asked how 
Canadian National Railway’s 
acquisition of Kansas City Southern 
would  impact BNSF in terms of 
competition. Abel responded, “It’s 
obviously a transaction we followed 
very closely.” It will have an impact 
on BNSF. “What they’re basically 
proposing is to create a north/south 
railway that goes from Canada into 
Mexico. We do have a strong 
presence in Mexico, not as strong as 
some of our competition, but we 
would feel competition there.“ 
 

BITCOIN 
When asked about Bitcoin, Charlie 
exclaimed, “Well, those who know 
me well are just waving the red flag 
at the bull! Of course, I hate the 
Bitcoin success, and I don’t welcome 
a currency that’s so useful to 
kidnappers and extortionists and so 
forth, nor do I like just shuffling out a 
few extra billions and billions and 
billions of dollars to somebody who 
just invented a new financial product 
out of thin air. I think I should say, 
modestly, that I think the whole 
damn development is disgusting and 
contrary to the interests of 
civilization, and I’ll leave the criticism 
to others.” 
 

HIGH-MARGIN BUSINESSES 
Buffett said, “Well, we’ve always 
known that the great business is the 
one that takes very little capital and 
grows a lot, and Apple and Google 
and Microsoft and Facebook are 
terrific examples of that. I mean, 
Apple has $37 billion in property, 
plant, equipment. Berkshire has 
$170 billion or something like that, 
and they’re going to make a lot more 

money than we do. They’re in a 
better business.“ 
 
MACROECONOMIC PREDICTIONS 
Buffett said, “We don’t know what 
happens from the present policies. 
The best thing to do is recognize you 
don’t know and proceed in a way 
where you get a decent result, no 
matter what happens. That’s what we 
try and do at Berkshire. We do not 
think we can make money by making 
macroeconomic predictions.”  
 

BERKSHIRE’S SIZE 
Charlie said, “I don’t think we’re 
getting too big to manage because 
we’re different from practically every 
other big corporation in the United 
States in that we are so excessively 
decentralized. We have decentralized 
so much, and we have so much 
authority in the subsidiaries that we 
can keep doing it for a long, long 
time—as long as it keeps working. 
And I would say so far that our 
decentralization has caused more 
benefits than defects, but nobody 
seems to copy us.” 
 

BERKSHIRE’S FUTURE 
Buffett remarked that, “We’ve seen 
some strange things happen in the 
world in the last 15 months, and 
we’ve always recognized the fact that 
stranger things are going to happen 
in the future. And I would say, if 
anything, it’s reinforced our desire to 
figure out everything possible we can 
do to make sure that Berkshire is 50 
or 100 years from now every bit the 
organization and then some that it is 
now.” 
 

***** 
The full transcript to the Berkshire 
Hathaway annual meeting is 
available on our website.              
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 UNDER THE SPOTLIGHT 
BERKSHIRE HATHAWAY ANNUAL MEETING HIGHLIGHTS (CONTINUED) 

SPECULATION 
During the past year, we have had 
millions of people set up accounts to 
day trade which gives the stock market 
the  atmosphere of a casino. On the 
matter, Buffett quoted John Maynard 
Keynes who wrote in 1936, 
“Speculators may do no harm as 
bubbles on a steady stream of 
enterprise. But the position is serious 
when enterprise becomes the bubble 
on a whirlpool of speculation. When 
the capital development of a country 
becomes a by-product of the activities 
of a casino, the job is likely to be ill 
done.” 

SPACS 
Buffett noted that the rise of so many 
SPACs have been a “killer” on 
Berkshire’s ability to find and close 
new acquisitions. There are hundreds 
of new SPACs looking for deals. He 
explained, “These SPACs generally 
have to spend their money in two 
years. So, they have to buy a business 
in two years. If you put a gun to my 
head and said, you’ve got to buy a big 
business in two years, I’d buy one, but 
it wouldn’t be much of one. If you’re 
running money for somebody else, 
and you’re getting paid a fee, and you 
get the upside and you don’t have the 
downside, you’re going to buy 
something.” Buffett noted that 
Berkshire has about $70 billion or $80 
billion in cash “we’d love to put to 
work.” This represents roughly about 
10% of  Berkshire’s assets. However, 
he added, “We probably won’t get a 
chance to do it under these conditions, 
but conditions change very, very, very 
rapidly sometimes in markets.” 
 
HIGHER CORPORATE TAX RATES 
Asked how a higher 25% or 28% 
corporate tax rate would impact 
Berkshire, Charlie responded, “Well, I 
don’t think it would be the end of the 


