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The stock market recently posted the best 
record-setting stretch in a quarter of a century 
with the Dow Jones Industrial Average, the 
S&P 500 index and the NASDAQ Composite 
index hitting all-time closing highs for five 
straight sessions. Mr. Market cheered encour-
aging fourth quarter earnings news and the 
economic policies of President Trump, known 
as Trumponomics.  
 

TAX REFORM 
Corporate executives optimistically welcome  
potential corporate tax reform which could 
lower the top corporate tax rate from 35% to 
20% and also allow firms to repatriate cash 
from overseas at a reduced tax rate. David P. 
Abney, CEO of UPS, stated, “Lower corpo-
rate tax rates will encourage investment, cre-
ate jobs and make the U.S. a more competi-
tive country.” Apple, with $230 billion of cash 
overseas, is in favor of repatriation with Tim 
Cook, CEO of Apple, believing that repatri-
ation “is very good for the country and good 
for Apple.” With better access to foreign-held 
cash, companies will likely reinvest more in 
their U.S. businesses and increase acquisi-
tions, dividends and share repurchases. 
 

REGULATORY REFORM 
Management teams also believe regulatory 
reform is positive and will stimulate growth. 
Ajay Banga, CEO of MasterCard, noted, 
“You’ve all seen the recent executive order 
talking about taking out two regulations for 
every one proposed. [President Trump] 
seems genuinely concerned about the man-
ner in which regulations enacted are creating 
millstones for businesses, both large and 
small, to grow in the U.S. He is definitely com-
mitted to helping make it easier for business-
es to open, operate and run profitably.” In 
terms of changes to the Affordable Care Act, 
Stefano Pessina, CEO of Walgreens, said, 
“Changes will take some time to start and 
probably the outcome will be quite rational. 
We will be able to organize ourselves and 
prepare our business to respond to the new 
environment.” 

INFRASTRUCTURE SPENDING 
With Congress unlikely to allow the deficit to bal-
loon, Goldman Sachs believes any infrastructure 
spending package will approximate $25 billion a 
year rather than the $1 trillion that Trump touted 
during his campaign. David P. Abney thinks, “A 
world-class infrastructure is the backbone of a 
modern healthy U.S. economy, and it will certain-
ly reduce costly delays for UPS.”  
 

TRADE 
President Trump canceled U.S. participation in 
the Trans-Pacific Partnership trade pact, which 
UPS had supported as it believed it was a mod-
ernized trade agreement for the 21st century. 
Nevertheless, UPS CEO, David P. Abney, re-
marked, “President Trump is really not against 
trade agreements...he wants trade agreements to 
be fair from a U.S. perspective.” Proposals for a 
border-adjusted tax, which would effectively tax 
imports and exempt exports, were welcomed by 
some with others concerned about damaging 
trade wars. MasterCard CEO, Ajay Banga, ob-
served, “A lot of us have built our business on the 
freer flow of cross-border trade, data and people. 
If that will change over time, that will be a prob-
lem. But I don’t believe that’s what the admin-
istration wants to do.”  
 

IMMIGRATION 
Opposing travel restrictions imposed by Trump, 
leaders of many U.S. companies, including Ap-
ple, Alphabet and Microsoft, drafted a letter to 
the President: “Since the country’s birth, America 
has been the land of opportunity — welcoming 
newcomers and giving them the chance to build 
families, careers and businesses in the United 
States. We are a nation made stronger by immi-
grants. As entrepreneurs and business leaders, 
our ability to grow our companies and create jobs 
depends on the contributions of immigrants from 
all backgrounds.“  
                           *************** 
Greg Hayes, CEO of United Technologies, 
summarizes, “All of us recognize we’ve got a new 
administration in Washington which has an agen-
da to be friendly to business, and I think we’re 
anxious to see how all of that will play out.”  

CORPORATE EXECUTIVES 
ASSESS TRUMPONOMICS 
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STOCK PERFORMANCE 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
2-24-17 

Total (c) 
Return 

 
Advice* 

 
Comment 

Abbott-ABT Healthcare 03-09-10 
12-03-10 

$26.34 
22.68 

$45.68 118% HOLD Acquired St. Jude Medical for $25 
billion; increased dividend 2% 

AbbVie-ABBV Pharmaceuticals 03-09-10 
12-03-10 

28.57 
24.59 

62.09 153% BUY New $5 billion buyback program 

Accenture-ACN Consulting 03-06-12 59.95 123.43 122% HOLD 1Q free cash flow up 82% to $1 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 

 
847.81 
828.64 

 
89% 

225% 

 
HOLD 

Free cash flow up  55% to $25.8 
billion in 2016; ended the year with 

$86 billion in cash 

Apple-AAPL Computers, iPhones 09-07-10 36.97 136.66 294% HOLD Paid $3.1 billion in dividends and 
repurchased $11 billion of stock in 1Q 

Automatic Data 
Processing-ADP 

Human capital mgmt. 03-09-16 85.62 103.00 22% HOLD Expanded share buyback in 2017 to 
$1.2 to $1.4 billion 

Baxter International-BAX Healthcare 09-09-09 
03-14-14 

30.86 
37.09 

50.49 52% HOLD Acquiring Claris Injectables Ltd for 
$625 million 

Becton Dickinson-BDX Medical technology 03-13-02 
 

36.74 
 

183.42 456% HOLD Expect $2 billion in free cash flow in 
2017 

Berkshire Hathaway-
BRKB 
  

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

21.56 
27.45 
34.13 

170.22 539% HOLD Book value up 10.7% in 2016; 
increased investment in Apple to about 

$17 billion 

Biogen-BIIB Biotechnology 09-09-15 285.16 285.13 0% BUY Healthy 31% return on equity in 2016 

Bioverativ-BIVV Hemophilia products 09-09-15 50.21 50.96 1% BUY Spin-off from Biogen (see p. 4) 

Brown-Forman-BFB Liquor 03-10-00 5.32 48.88 994% HOLD Since 2012, distributed $4 billion in 
share repurchases and dividends 

Canadian National 
Railway-CNI 

Railroad 06-28-15 58.05 70.47 24% BUY Increased dividend 10% 

Cheesecake Factory-
CAKE 

Restaurants 09-02-16 51.25 61.10 20% BUY Tasty 23% return on equity in 2016 

Cisco Systems-CSCO  Internetworking   03-12-97 
06-09-06 

5.78 
20.10 

34.32 147% HOLD Trimming position (see p. 4) 

Cognizant Tech.-CTSH IT Consulting 09-07-12 33.43 59.50 78% BUY Plans to distribute $3.2 billion in  in 2 
years (see p. 12) 

Express Scripts-ESRX  Healthcare mgmt.  12-13-96 
03-09-11 

1.18 
53.99 

71.55 211% BUY Expanded share buyback by 65 million 
shares due to strong cash flows 

F5 Networks-FFIV Network technology 09-09-15 121.84 144.41 19% HOLD Trimming position (see p. 4) 

FactSet Research-FDS Financial Information 03-14-14 104.42 182.29 79% HOLD In last 12 months, distributed $473 
million in dividends & share buybacks 

Fastenal-FAST  Industrial supplies 03-10-00 
06-10-14 

4.89 
50.50 

50.10 16% HOLD Trimming position (see p. 4) 

Fluor-FLR Engineering 12-08-08 
03-11-09 
09-07-12 

51.15 
37.42 
54.91 

55.09 17% HOLD Expect 2017 EPS of $2.75-$3.25;  
ended year with $45 billion backlog 

Gentex-GNTX Auto Mirrors 12-08-15 16.29 20.88 31% HOLD Free cash flow increased 38% in 2016 
to $351 million 

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

 

20.81 
84.10 

 

96.25 49% HOLD Increased dividend 3%, marking 61st 
consecutive year of dividend increases 

Gilead Sciences-GILD Biopharmaceuticals 12-03-10 
09-05-14 

18.64 
101.90 

69.94 117% SELL Selling position (see p. 4) 

*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 
2-24-17 

Total (c) 
Return 

 
Advice* 

 
Comment 

Hormel Foods-HRL  Food  06-14-01 6.01 34.66 562% HOLD Expects record EPS in 2017 of $1.65-$1.71 

Johnson & Johnson-JNJ  Healthcare products  03-10-00 35.48 122.73 331% HOLD Acquiring Actelion for $30 billion in cash 

Michael Kors-KORS Luxury accessories 03-12-15 65.40 37.30 -43% SELL Selling position (see p. 4) 

3M-MMM Diversified 03-07-07 73.70 187.41 195% HOLD Increased dividend 6%, marking 59th 
consecutive year of dividend increases 

MasterCard-MA Global payments 09-05-14 76.45 111.00 48% HOLD Increased dividend 16% and new $4 billion 
share repurchase program 

Maximus-MMS Business services 06-02-16 57.54 60.31 5% BUY Expects 27%-64% free cash flow growth in 
2017 

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

30.16 
26.94 

64.62 159% HOLD During  2016 first half, paid  $5.8 billion in 
dividends and repurchased $8 billion of stock 

Oracle-ORCL Software 09-05-13 32.32 43.17 40% BUY Free cash flow up 3% in first half to $5.9 
billion 

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

29.49 
27.28 

61.81 152% HOLD Strong  balance sheet with no long-term debt 
and $725 million in cash 

PepsiCo-PEP Food and beverages  03-14-14  81.89 109.83 62% HOLD Expects to pay $4.5 billion in dividends and 
repurchase $2 billion of stock in 2017 

Polaris-PII Vehicles/snowmobiles/
motorcycles 

09-09-15 
12-08-15 

129.09 
98.76 

86.29 -27% HOLD Increased dividend 5%, marking 22nd straight 
year of dividend increases 

Priceline Group-PCLN Online travel bookings 12-12-12 
12-10-14 

629.62 
1,119.68 

1631.62 87% BUY Acquiring Momondo Group for $550 million 
in cash 

Qualcomm-QCOM Wireless technologies 06-06-13 62.83 57.22 1% HOLD Completed $3 billion joint venture deal with 
TDK Corp. 

Starbucks-SBUX Coffee Retailer 06-14-14 37.26 57.48 60% BUY Expect EPS of $2.09-$2.11 in 2017 

Stryker-SYK Medical technology 03-11-09 32.09 129.27 327% HOLD Increased dividend 12% 

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

5.09 
72.35 

78.25 62% BUY Increased dividend 20% (see p. 11) 

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

53.98 
80.59 

71.95 19% BUY Increased dividend 6%, marking 31st 
consecutive year of dividend hikes 

United Parcel Service-UPS Package delivery 05-27-05 
06-09-06 
08-31-11 

74.92 
79.57 
67.90 

106.18 73% 

 

BUY Increased dividend 6%; since 2000, dividend 
has more than quadrupled 

United Technologies-UTX  Diversified-building 
systems/aerospace  

09-10-01 33.44 112.46 306% BUY Planning $3.5 billion in share repurchases in 
2017 due to attractive valuation 

Walgreen Boots Alliance-WBA Drugstores 09-12-08 36.38 87.61 165% HOLD Lowered buyout offer for Rite-Aid; 
lowered EPS outlook to $4.90-$5.08 for 2017 

Walt Disney-DIS Media/Entertainment 09-02-16 94.43 110.32 18% HOLD Increased  semi-annual dividend 10% 

Wabtec-WAB Railway products 12-08-15 73.57 79.45 9% HOLD Expect 2017 adjusted EPS of  $3.95-$4.15 

Westwood Holdings-WHG Investment mgmt. 12-08-11 
08-10-15 

35.88 
59.72 

62.11 41% HOLD Dividend yields 4.1% 

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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Michael Kors reported disappointing 
third quarter results with total reve-
nue declining 3% to $1.4 billion and 
net earnings dropping 8% to $271 
million. Poor comparable store 
sales performance during the quar-
ter was due to reduced traffic trends 
in shopping malls, currency fluctua-
tions, uncertainty surrounding cer-
tain political changes in European 
countries, including Brexit, and the 
implementation of reduced promo-
tional activity in North America. 
These challenging retail headwinds 
are expected to persist for the re-
mainder of fiscal 2017 and through-
out fiscal 2018, which will continue 
to negatively impact sales. As a 
result, the company reduced its 
sales and earnings outlook for fiscal 
2017. Given the unfashionable fi-
nancial results and poor outlook for 
fiscal 2018, we decided to empty 
our handbag by selling Michael 
Kors for a loss of 43%.  

Fastenal’s revenues rose 2% to $4 
billon in 2016 with EPS dipping 2% 
to $1.73. Return on shareholders’ 
equity in 2016 was an impressive 
26%. Fastenal paid $346.6 million 
in dividends during 2016 and an-
nounced a 7% increase in the 2017 
dividend.  With the stock appearing 
fully valued, we plan to trim back 
Fastenal, which is up tenfold 
over the last 17 years. 

During the first quarter, F5 Net-
works  reported sales increased 5% 
to $516 million with EPS up 13% to 
$1.44. F5 repurchased $150 million 
of its shares and ended the quarter 
with $1.2 billion in cash on its debt-
free balance sheet. With the stock 
appearing fully valued, we plan 
to trim back our position in F5, 
which has swirled up a 19% gain 
over the last 18 months. 

PORTFOLIO REVIEW 

DIVIDENDS 
 

Since the last  issue, the following dividends 
per share were received:Abbott ($.27), 
AbbVie ($.64), Apple ($.57), ADP ($.57), 
Baxter ($.13), Becton Dickinson ($.73), 
Brown-Forman ($.18), Canadian National 
($.28), Cheesecake Factory ($.24), Cisco 
($.26),   FactSet Research ($.50), Fastenal 
($.30), Fluor ($.21), Gentex ($.09),  Genuine 
Parts ($.66), Gilead Sciences ($.47), 
Hormel Foods ($.17), Johnson & Johnson 
($.80), MasterCard ($.22), Maximus ($.05), 
Microsoft ($.39), 3M ($1.11), Oracle ($.15), 
Paychex ($.46), Pepsi ($.75), Polaris ($.55), 
Qualcomm ($.53), Starbucks ($.25), Stryker 
($.43), T. Rowe Price ($.54), TJX ($.26), 
United Parcel Services ($.78), United 
Technologies ($.66), Walgreen ($.38), Walt 
Disney ($.78), Wabtec ($.10) and 
Westwood Holdings ($.62).  
 

During the first half of fiscal 2017, 
Cisco paid $2.6 billion in dividends. 
Cisco announced a 12% increase in 
the quarterly dividend, boosting its 
dividend yield to 3.4%.   
 
Cisco ended the quarter with $30.5 
billion in long-term debt and more 
than $71 billion in cash and invest-
ments on its balance sheet, including 
$9.6 billion held in the U.S. If Cisco is 
able to repatriate the billions of cash 
held outside of the U.S., the company 
will focus on using the cash for mer-
gers and acquisitions.  Cisco will also 
continue to return significant cash to 
shareholders through dividends and 
share repurchases. With the stock 
appearing fully valued, we are 
trimming back our position. Cis-
co’s stock is up a sizzling 494% 
over the last 20 years.  
 
 

******* 
With the proceeds from Gilead Sci-
ences and Michael Kors and the prof-
its from Fastenal, F5 and Cisco Sys-
tems , we plan to buy Nike (see p.10) 
and hold cash as we watch for other 
attractive investment opportunities. 
Personal and employee purchases 
will be made during the week follow-
ing distribution of this newsletter. 
(See Personal Trading restrictions in 
the box on p.3.) 

For every two shares of Biogen com-
mon stock held, Biogen shareholders  
received one share of Bioverativ 
common stock. The special dividend 
distribution was paid on February 1, 
2017. After the separation, Bioverativ  
became an independent, publicly-
traded company focused on hemo-
philia and other rare blood disorders. 
The cost basis of Biogen and Biover-
ativ have been adjusted accordingly.  

Gilead Sciences reported 2016 reve-
nues declined 7% to $30.4 billion with 
net income down 25% to $13.5 bil-
lion. Revenues declined due to lower 
sales of the company’s Hepatitis C 
(HCV) products on the changing dy-
namics in the HCV market around the 
globe. Earnings have been pressured 
by competitive and pricing pressures. 
With the company’s HCV products 
curing patients in as little as eight 
weeks, the sickest patients have 
been cured and no longer need treat-
ment. The number of new patients 
starting the treatment regimen is low-
er than the company anticipated, re-
sulting in a sharp drop in Gilead’s 
forecasted sales for 2017. HCV sales 
are now expected to plummet 40% to 
50% from 2016 due to the lower pa-
tient starts around the globe and 
competitive pressures. Total compa-
ny sales growth may not resume in 
2018 without an acquisition as the 
company has few new product 
launches in the next few years and 
faces further patent expirations.  Gile-
ad’s scientific success with its HCV 
products has unfortunately cured the 
company’s sales growth. With sales 
growing “backwards,” we have decid-
ed to sell our position in Gilead Sci-
ences as earnings growth and 
cash flows follow the sales trends 
downward. Gilead’s stock  provided 
us with a healthy 275% gain from 
our initial purchase seven years 
ago but an unhealthy loss of 31% 
from our  purchase three years 
ago.  

 F5 NETWORKS 
CASH -RICH, DEBT-FREE 

CISCO SYSTEMS 
INCREASED DIVIDEND 12% 

 BIOGEN 
SPINS OFF BIOVERATIV 

 MICHAEL KORS 
EMPTY HANDBAG 

GILEAD SCIENCES 
CURED OF SALES GROWTH 

 FASTENAL 
INCREASED DIVIDEND 7% 
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(continued) 
 

REALIZED GAINS AND LOSSES OVER THE LAST 12 MONTHS 

 

COMPANY DATE  
PURCHASED 

DATE  
SOLD 

GAIN/
LOSS 

COMMENT* 

BAXALTA 09/09/09 
03/14/14 

06/03/16 
06/03/16 

+70% Acquired by Shire for $18 per share and .1482 Shire ADS per 
Baxalta share 

COMPUTER PROGRAMS 
AND SYSTEMS 

03/12/13 09/02/16 -52% Sold position due to higher debt, lower earnings and cash flow 
and a cut in the dividend following an acquisition 

MICROSOFT 06/07/07 09/02/16 +92% Fully valued, trimmed position 

PAYCHEX 12/03/10 09/02/16 +107% Fully valued, trimmed position 

PEPSICO 03/14/14 03/09/16 +23% 
 

Fairly valued, trimmed position 

PROCTER & GAMBLE 09/07/07 
03/14/14 

06/02/16 
06/02/16 

+23% 
+3% 

Revenue and  core EPS declined, sold position 

SHIRE PLC 06/03/16 09/02/16 +1% Received shares as part of Baxalta acquisition, sold position 
due to debt-laden balance sheet and full valuation 

WALMART 03/14/14 
09/16/96 

 

03/09/16 
03/09/16 

-10% 
+383% 

 

 
Revenues and earnings declined, fully valued, 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 
2-24-17 

 

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 95-152 136.66 $8.31 $8.93 16.3 5.4 3.3 1.7% 8% 7% 36% 186% 56% 1.2x $215,639,000 

ABBV 66-91 62.09 3.63 4.60 17.1 21.3 3.9 4.2 9% 2% 28% 100+ 100+ 1.7 25,638,000 

ABT 36-46 45.68 .71 .96 64.3 3.3 3.8 2.4 2% 47% 7% 105 101 4.0 20,853,000 

ACN 92-123 123.43 6.45 5.87 18.3 9.5 2.3 2.0 4% 14% 54% 51 0 1.2 32,822,723 

ADP 87-113 103.00 3.25 3.66 27.7 12.2 3.8 2.3 7% 8% 33% 66 47 1.1 11,667,800 

BAX 35-48 50.49 1.96 1.66 25.8 3.3 2.7 1.0 4% 13% 60% 34 34 2.4 10,163,000 

BDX  136-
178 

183.42 4.49 7.98 37.7 5.1 3.1 1.6 13% -4% 13% 13 119 1.1 12,483,000 

BF.B  35-45 48.88 2.61 1.78 18.8 14.8 4.7 1.5 3% 13% 68% 16 149 2.8 4,011,000 

BIIB 259-
388 

285.13 16.93 19.53 16.8 5.1 5.4 - 20% 31% 31% 64 54 2.6 11,448,000 

BIVV 53-64 50.96 2.35 2.58 23.7 10.5 6.3 - n/a n/a 16% 61 0 7.2 560,300 

BRK.B ! 131-
170 

170.22 10,693 11,920 23.9 1.5 1.9 - 8% 9% 6% n/a n/a n/a 215,825,000 

CAKE 51-71 61.10 2.83 3.03 21.6 4.8 1.2 1.6 6% 12% 23% 9 15 0.7 2,275,719 

CNI 63-86 70.47 4.67 4.91 15.1 3.7 4.5 1.7 32% 11% 24% 1 64 0.7 12,037,000 

CSCO  25-35 34.32 2.11 1.94 17.7 2.7 3.5 3.4 2% 9% 17% 113 48 3.7 49,247,000 

CTSH 52-77 59.50 2.55 3.25 23.2 3.4 2.7 - 16% 10% 14% 48 7 3.6 13,487,000 

DIS 80-118 110.32 5.73 5.94 23.4 4.1 3.2 1.4 7% 16% 23% 18 34 0.9 55,632,000 

ESRX  71-97 71.55 5.39 5.93 13.3 2.7 0.4 - 2% 32% 21% 19 91 0.8 100,287,500 

FAST  38-53 50.10 1.73 1.84 29.0 7.5 3.7 2.5 6% 5% 26% 6 20 6.2 3,962,036 

FDS 141-
189 

182.29 8.19 7.25 21.6 14.7 6.5 1.1 9% 19% 66% 39 74 2.4 1,127,092 

FFIV 99-158 144.41 5.38 6.13 26.1 7.8 4.7 - 10% 12% 31% 100 0 1.6 1,995,034 

FLR 46-69 55.09 2.00 2.93 27.5 2.5 0.4 1.5 -9% -7% 9% 67 49 1.5 19,036,000 

GNTX 15-23 20.88 1.19 1.31 17.5 3.1 3.6 1.7 11% 19% 18% 41 9 7.1 1,678,000 

GOOGL!! 703-
981 

847.81 27.85 33.43 30.4 4.2 6.5 - 18% 13% 14% 66 3 6.3 90,272,000 

GPC  79-106 96.25 4.59 4.83 21.0 4.5 0.9 2.8 4% 3% 22% 8 17 1.4 15,339,713 

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 
2-24-17 

 
 

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)  

HRL  29-38 34.66 1.64 1.69 21.0 4.0 1.9 1.8% 4% 15% 20% 13% 6% 2.3x $9,523,224 

JNJ  95-123 122.73 5.93 7.04 20.7 4.6 4.6 2.7% 2% 11% 22% 56 32 2.7 71,890,000 

MA 88-123 111.00 3.69 4.26 30.1 21.2 11.1 .8 10% 14% 72% 147 92 1.8 10,776,000 

MMM 132-
176 

187.41 8.16 8.62 23.0 10.8 3.7 2.5 0% 7% 49% 27 103 1.9 30,109,000 

MMS 45-72 60.31 2.69 3.00 20.1 5.1 1.6 .3 23% 25% 24% 9 20 2.0 2,403,360 

MSFT 47-64 64.62 2.10 2.98 30.3 7.3 5.9 2.4 4% 1% 23% 178 86 2.0 85,320,000 

NKE 51-71 57.86 2.16 2.34 25.5 3.5 3.0 1.2 9% 16% 31% 48 28 3.1 32,376,000 

ORCL 39-50 43.17 2.07 2.06 20.7 3.6 4.8 1.4 0% -2% 19% 119 103 4.0 37,047,000 

PAYX 49-63 61.81 2.04 2.22 29.4 12.2 7.5 3.1 7% 8% 40% 40 0 1.9 2,950,000 

PCLN 1322-
2219 

1,631.62 49.45 37.68 41.6 8.2 8.7 - 21% 24% 29% 140 65 2.0 9,223,987 

PEP 84-106 109.83 4.36 5.12 25.2 13.9 2.5 2.8 -1% 3% 56% 143 267 1.3 62,799,000 

PII 73-110 86.29 3.27 4.40 26.4 6.4 1.2 2.6 9% -7% 25% 15 129 1.2 4,516,629 

QCOM 46-72 57.22 3.84 3.14 17.3 2.7 3.6 3.7 5% 5% 18% 95 32 2.0 23,554,000 

SBUX 48-71 57.48 1.90 2.13 29.5 14.4 3.9 1.6 13% 21% 48% 60 55 1.0 21,315,900 

SYK 101-
130 

129.27 4.35 5.81 29.7 5.1 4.3 1.3 7% 6% 17% 35 70 3.1 11,325,000 

TJX  76-99 78.25 3.46 3.90 22.6 11.3 1.5 1.4 6% 8% 51% 77 49 1.6 33,183,744 

TROW 71-87 71.95 4.63 4.75 15.1 3.5 4.2 3.2 9% 9% 24% 49 0 2.8 4,222,900 

UPS 100-
126 

106.18 3.87 5.95 27.4 216.7 1.5 3.1 3% 47% 100+ 100+ 100+ 1.2 60,906,000 

UTX 99-131 112.46 6.13 6.55 18.3 3.2 1.7 2.3 3% 6% 19% 25 74 1.3 57,244,000 

WAB 67-100 79.45 3.34 3.51 23.8 2.4 2.4 .5 5% 6% 10% 13 64 2.7 2,931,188 

WBA 68-96 87.61 3.82 5.00 23.2 3.2 0.8 1.7 13% 12% 14% 32 60 1.5 117,351,000 

WHG 46-68 62.11 2.77 2.85 22.4 3.7 4.4 4.1 12% 14% 16% 62 0 3.9 123,021 

(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 rose 7.7% on 
encouraging earnings news. The 
following HI-quality stocks all 
generated double-digit gains during 
the same period.  

Apple reported fiscal first quarter 
revenues rose 3% to a record $78.4 
billion with EPS up 2%. Apple 
generated $24 billion in free cash 
flow during the quarter as the Apple 
tree continued to sprout money. 
Apple paid $3.1 billion in dividends 
and repurchased $11 billion of its 
own shares during the quarter. 
Cumulatively, shareholder-friendly 
Apple has repurchased $144 billion 
of its own shares since the inception 
of the program. Apple ended the 
quarter with $246 billion of cash and 
investments and $74 billion in long-
term debt on its strong balance 
sheet. Apple’s stock advanced a 
juicy 22% during the past quarter, 
contributing to its plump 294% 
total return over the last six years. 
Hold. 

Gentex reported 2016 revenues rose 
9% to $1.7 billion with EPS up 10% 
to $1.19. Return on shareholders’ 
equity for the year reflected a solid 
18.2%. Free cash flow motored 38% 
higher to $350.5 million. During the 
year, the company repurchased 10.3 
million of its common stock at an 
average price of $15.85 per share 
with 6.7 million shares remaining 
available for future share buybacks. 
In addition, the company repaid 
$47.5 million of its debt during the 
year ending the year with $178 
million in long-term debt and more 
than $773 million in cash and long-
term investments on its sturdy 
balance sheet. During the past year, 
Gentex has provided a shiny 31% 
total return. Hold. 

Stryker reported 2016 sales 
increased 14% to $11.3 billion with 
net income and EPS each up 15% to 
$1.6 billion and $4.35, respectively.  
Stryker generated a solid 17% return 
on shareholders’ equity during 2016 
and free cash flow of $1.3 billion.  In 
2017,  Stryker expects organic sales 
growth in the range of 5.5% to 6.5% 
and EPS to be in the $6.35 to $6.45 
range. The company announced a 
12% increase in the dividend for 
2017, reflecting the strength of their 
balance sheet and  consistent capital 
allocation approach which uses 
acquisitions, dividends and share 
repurchases to drive shareholder 
value. Stryker has provided a healthy 
327% total return over the last 
eight years. Hold.     

Abbott’s sales increased 2% to $21 
billion in 2016 with EPS down 59% to 
$0.71, reflecting several charges 
related to adjustments with its Mylan 
investment and write-downs of its 
Venezuelan assets. 
 
Subsequent to year-end, Abbott 
closed on its $25 billion acquisition of 
St. Jude Medical as part of its 
strategy to become the leader in the 
cardiovascular market which is 
growing at a fast clip. Abbott took on 
$15 billion in debt to finance the 
transaction. Priorities for future free 
cash flow include paying down the 
debt while modestly increasing the 
dividend until targeted debt ratios are 
achieved. To that end, Abbott 
recently announced a small 2% 
dividend increase, marking the 45th 
consecutive year of dividend 
increases. 
 
Abbott’s stock has generated a 
wholesome 118% total return over 
the last seven years. Hold.   

Walt Disney reported first fiscal quarter 
revenues dipped 3% to $14.8 billion 
with EPS falling 10% to $1.55.  
Earnings were pressured by higher 
programming costs and lower 
advertising revenues at ESPN and 
difficult comparisons with the prior 
year’s blockbuster movie releases and 
associated consumer product sales. 
During the quarter, Walt Disney 
repurchased 15 million shares for $1.5 
billion, or $100 per average share. For 
the full year, Disney expects to 
repurchase $7 billion to $8 billion of its 
shares. The company increased its 
semi-annual dividend a solid 10% in 
celebration of the sixth consecutive 
year of record revenue, net income 
and EPS during fiscal 2016. Over the 
past six months, Disney has 
produced a magical 18% total 
return. Hold.  

FactSet Research Systems reported 
first quarter revenue rose 6% to $288 
million with EPS up 16% to $1.66. 
Annual Subscription Value (ASV) was 
$1.17 billion at November 30, 2016, up 
7.9% organically from the prior year. 
User count grew 1,308 to 66,963. 
Annual client retention was greater 
than 95% of ASV.  Over the last 12 
months, $473.4 million has been 
returned to stockholders in the form of 
share repurchases and dividends, 
funded by cash generated from 
operations and the sale of the Market 
Metrics business. For the second 
quarter, revenues are expected to 
range between $293 million and $298 
million. GAAP diluted EPS is expected 
to range between $1.70 and $1.74. 
Adjusted EPS is expected to range 
between $1.78 and $1.82. The 
midpoint of the adjusted EPS range 
represents 13% growth over the prior 
year. It is a fact that FactSet has 
delivered a fine 79% total return 
over the last three years. Hold.  

PORTFOLIO HI-LITES 
QUARTERLY  

MOVERS AND SHAKERS 

STRYKER 
INCREASED DIVIDEND 12% 

APPLE 
MONEY TREE 

DISNEY 
INCREASED DIVIDEND 10% 

GENTEX 
FREE CASH FLOW UP 38% 

ABBOTT 
$25 BILLION ACQUISITION 

FACTSET 
95% CLIENT RETENTION 
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(continued) 

Biogen reported 2016 revenues rose 
6% to $11.4 billion with EPS up 10% 
to $16.93.  Return on shareholders’ 
equity was a healthy 31%. The spin-
off of Bioverativ, its hemophilia unit, 
occurred on 2/1/17 (see p. 4). In 
Dec. 2016, the U.S. FDA approved 
Biogen’s SPINRAZA for launch 
under priority review for the 
treatment of spinal muscular atrophy, 
a leading genetic cause of death in 
infants and toddlers that is marked 
by progressive, debilitating muscle 
weakness. Cash and marketable 
securities increased 25% during the 
year to $7.7 billion, with long-term 
debt remaining steady at $6.5 billion. 
Management’s outlook for 2017 is for 
revenues of $11.1 billion to $11.4 
billion, representing 5% to 7% growth 
adjusted for the Bioverativ spin-off, 
with EPS expected in the range of 
$18.00-$18.80.  Buy. 

Canadian National Railway reported 
2016 revenues declined 5% to $12 
billion with EPS up 6% to $4.67. The 
decrease in total revenues for the 
year was primarily due to lower 
volumes of crude oil, coal and frac 
sand as the energy markets 
remained weak. During 2016, CNI’s 
operating ratio improved 230 basis 
points to a record 55.9% thanks to 
improved productivity, technology 
innovation and great teamwork. 
Return on shareholders’ equity was a 
smoking 25% in 2016. Free cash 
flow increased 3% during the year to 
$2.5 billion, with the company 
returning 87% of net income to 
shareholders through dividends and 
share repurchases in 2016. The 
company announced a 10% increase 
in the dividend for 2017 as it moves 
towards its goal of a 35% dividend 
payout ratio with management also 
planning on $2 billion in share 
repurchases.  Buy.  

Oracle reported second quarter 
total revenues were relatively flat at 
$9 billion. Operating income during 
the quarter rose 3% to $3 billion 
while net income declined 8% to $2 
billion primarily due to a higher tax 
rate compared to the prior year 
period. Free cash flow in the first 
half of the year rose 3% to $5.9 
billion with the company paying 
$1.2 billion in dividends and 
repurchasing $2.6 billion of its own 
shares. Over the last 12 months, 
free cash flow increased 10% to 
$12.6 billion with $2.5 billion paid in 
dividends and 172 million shares 
repurchased for $6.7 billion at an 
average price of $38.95 per share. 
As of quarter end, Oracle had cash, 
net of debt, of approximately $8 
billion.  Buy.    

During the fourth quarter, UPS 
delivered 1.4 billion packages, up 
7% over last year. During the peak 
holiday season, UPS delivered 712 
million packages, which was up 
16% over the prior year thanks to 
record volume from the strong and 
steady Ecommerce boom. During 
2016,  UPS generated a record $61 
billion in revenues, up 4%, with net 
income declining 29% to $3.4 billion  
due to a pension charge. On an 
adjusted basis, earnings increased 
4%.  During 2016, UPS delivered 
$3.5 billion in free cash flow and 
paid $2.8 billion in dividends while 
repurchasing $2.7 billion of its 
shares. In fiscal 2017, revenues 
should  approximate $65.8 billion to 
$67 billion, representing 8%-10% 
growth, with  EPS expected in the 
range of $5.80-$6.10. The dividend 
was recently increased 6%. For 
more than four decades, UPS has 
either increased or maintained its 
dividend. Since 2000, its dividend 
has more than quadrupled. Buy. 

In 2016, MasterCard reported net 
revenue of $10.8 billion, up 11%, or 
13% on a currency-neutral basis, 
with EPS up 10% to $3.69.  During 
2016, MasterCard generated $4.3 
billion in free cash flow and a stellar 
72% return on shareholders’ equity 
and 22% return on invested capital.    
 
MasterCard announced a 16% 
dividend increase. The Board of 
Directors also approved a new share 
repurchase program, authorizing the 
company to repurchase up to $4 
billion of its Class A common stock. 
The new share repurchase program 
will become effective at the 
completion of the company’s 
previously announced $4 billion 
share repurchase program, which 
has approximately $1.3 billion 
remaining under the current program 
authorization. Hold. 

Alphabet reported fourth quarter 
revenues rose 22% to $26 billion 
with net income up 8% to $5.3 
billion.  This performance was led by 
mobile search and YouTube, which  
have strong growth opportunities. On 
a geographic basis, revenues rose 
24% in the U.S. to $12.7 billion. U.K. 
revenues rose 7% to $2.1 billion, 
which would have been up 21% on a 
constant currency basis. The rest of 
the world revenues rose 24%, or 
26% on a constant currency basis, to 
$11.3 billion. Aggregate paid clicks 
jumped 36% during the quarter with 
aggregate cost-per-click down 15%. 
Return on shareholders’ equity for 
2016 was 14%. Free cash flow 
increased 55% during the year to 
$25.8 billion with the company 
repurchasing $3.6 billion of its own 
shares during the year. Alphabet 
ended the year with $86 billion in 
cash and marketable securities on its 
fortress balance sheet.  Hold.  

QUARTERLY RATING CHANGE 
FROM  HOLD TO BUY 

BIOGEN  
HEALTHY 31% ROE 

ORACLE 
STRONG CASH FLOWS 

QUARTERLY RATING CHANGE 
FROM BUY TO HOLD 

MASTERCARD 
INCREASED DIVIDEND 16% 

CANADIAN NATIONAL 
INCREASED DIVIDEND 10% 

ALPHABET 
$86 BILLION IN CASH 

UPS 
INCREASED DIVIDEND 6% 
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STRONG GLOBAL BRAND 
Nike was founded by University of 
Oregon track athlete Phil Knight 
and his coach Bill Bowerman in 
1964 with Knight still owning 16% of 
the firm. Nike initially operated as a 
distributor for a Japanese shoe 
maker, which allowed Bowerman to 
bring his own innovative ideas into 
their designs.  Making sales at track 
meets out of Phil Knight's car, Nike 
sold 1,300 pairs of shoes grossing 
$8,000 during their first year.  
Today, Nike   boasts a strong global 
brand with revenues expected to 
top $34 billion in fiscal 2017. For 
more than 40 years, Nike has 
designed and shaped the athletic 
footwear and apparel market with 
innovative products, endorsement 
deals and advertising campaigns 
making it the most recognized 
name in the industry. 
 
Innovation began early in the 
company’s history as Bowerman 
sought to develop a shoe with 
excellent traction on multiple 
surfaces. He commandeered the 
family waffle iron and substituted 
melted urethane for batter. 
Unfortunately, Bowerman forgot to 
grease the iron, and it glued shut. 
Despite this setback, he persevered 
and fashioned a flexible, springy 
and lightweight rubber material with 
a raised, gridded pattern and grip 
traction. One year earlier, Nike paid 
a graphic design student $35 to 
develop a logo for their shoes. The 
new waffle shoe with the now iconic 
Swoosh was  introduced with much 
success to competitors at the 1972 
Olympic track and field trials.  
 
That same year, Nike signed its first 
professional athlete endorsement 
deal with tennis player Illie Nastase. 
Since that time, Nike has built their 
brand by signing the world’s 
greatest athletes to endorsement 

NEW STOCK 
NIKE (NKE-$57.86) 

One Bowerman Drive, Beaverton, Oregon 97005-6453  www.nike.com 

deals and through their famous 
advertising campaigns such as “Just 
Do It.”  
 
Even the famously plain and 
nameless jerseys worn by the Penn 
State Nittany Lions football team are 
adorned with the ubiquitous Swoosh, 
demonstrating Nike’s commitment   
to place their brand in markets their 
competitors can’t reach. This reach 
includes the firm’s focus on digital 
marketing through social media and 
platforms like the Nike+ app.  
 

CONSISTENT GROWTH 
Nike has generated a track record of 
consistent growth with sales 
compounding at an 8.5% annual rate 
over the last five years and EPS 
running even faster at a 15.8% 
annual pace. With strong competitive 
advantages, Nike has posted 28 
consecutive quarters of growth in the 
face of fierce industry competition, a 
volatile economy and a rapidly 
changing retail landscape. Revenue 
growth for fiscal 2017 is expected to 
be in the high single-digit range with 
sales in China, emerging markets 
and direct to consumer outlets 
driving the company’s long-term 
growth.  
 

OUTSTANDING PROFITABILITY 
Nike’s business is highly profitable 
with Nike’s return on shareholders’ 

equity hurdling the 30% mark in fiscal 
2016. Nike’s return on equity has 
averaged more than 25% since 2012,    
showcasing the company’s ability to 
price products at a premium and 
drive margin expansion through 
technical innovation in their supply 
chain. A border-adjusted tax (see 
page 1) could impact Nike’s future 
margins. However, Nike’s position as 
a premium price brand and 53% non-
U.S. sales reduces the tax risk. 

 
ROBUST CASH FLOWS 

During the first half of fiscal 2017, 
Nike’s free cash flow more than 
doubled to a robust $1.2 billion with 
the company repurchasing $2 billion 
of its own shares under a four-year 
$12 billion share repurchase program 
announced in 2015. Nike recently 
increased its dividend 13% to an 
annual rate of $.72 per share, 
marking the 15th consecutive year of 
dividend increases. The dividend 
increase together with the substantial 
share repurchase program reflects  
management’s continued confidence 
in their strategies to generate 
sustainable, profitable growth and 
strong cash flows. Long-term 
investors seeking a potential slam 
dunk should run to Nike, a HI-quality 
company with a strong global brand,  
consistent growth, outstanding 
profitability and robust cash flows. 
Buy. 

NIKE is the world's leading designer, marketer and distributor of authentic athletic footwear, apparel, equipment and 
accessories for a wide variety of sports and fitness activities. NIKE subsidiary brands include Converse, which designs, 
markets and distributes athletic lifestyle footwear, apparel and accessories; and Hurley, which designs, markets and 
distributes surf and youth lifestyle footwear. 

Fiscal Year  
May 

4-YR 
CAGR 

 

 
2016 

 
2015 

 
2014 

 
2013 

 
2012 

Sales 
(000,000) 

8.5% $32,376 $30,601 $27,799 $25,313 $23,331 

Net Income 
(000,000) 

13.6% $3,760 $3,273 $2,693 $2,451 $2,257 

EPS 15.8% $2.16 $1.85 $1.49 $1.34 $1.20 

Dividend 15.4% $.62 $.54 $.47 $.41 $.35 

Profit Margin  11.6% 10.7% 9.7% 9.7% 9.7% 



www.hendershotinvestments.com                                                                                              Page 11 

 

 
 

STRONG BRAND LOYALTY 
Celebrating 40 years in business, 
The TJX Companies  posted record 
financial results in fiscal 2017 with 
sales topping $33 billion. T.J. Maxx 
began operations with just two stores 
in Worchester, MA. In 1990, TJX 
acquired a five-store chain called 
Winners, which has grown into a 
winner by becoming Canada’s 
leading off-price retailer. In 1992, 
HomeGoods was introduced to 
expand TJX’s presence in the 
booming home fashions market. T.K. 
Maxx was launched in 1994 and 
introduced the off-price concept to 
the United Kingdom. In 1995, TJX 
acquired Marshalls, which doubled 
the company’s size. The newest 
store divisions include HomeSense, 
Sierra Trading Post. and Trade 
Secrets.  
 
TJX delivers a rapidly changing 
assortment of quality, brand name 
merchandise at prices that are 20%-
60% less than department and 
specialty store regular prices. TJX 
can offer these savings as a result of 
their opportunistic buying strategies. 
As the largest off-price retailer,  TJX 
has tremendous buying power and 
solid relationships with more than 
18,000 merchandise vendors in 100 
countries around the world. This 
retail recipe engenders strong brand 
loyalty from global consumers of all 
ages. 
 

FISCAL 2017 RESULTS 
In fiscal 2017, TJX rang up $33.2  
billion in sales from more than 3800 
stores as comparable store sales 
increased in every major division. 
Comparable store sales have 
increased each year for 21 
consecutive years. Same store sales 
have risen each year over the last 
four decades with the exception of 
only one year, a truly remarkable 
retail achievement. TJX reported 

UNDER THE SPOTLIGHT 
THE TJX COMPANIES (TJX-$78.25) 

770 Cochituate Road, Framingham, MA 01701 www.tjx.com 

fourth quarter revenues rose 6% to 
$9.5 billion, driven by 3% 
comparable store sales growth, with 
net income up 2% to $678 million 
and EPS up 4% to $1.03.  
 
For the full year, revenues rose 7% 
thanks to strong 5% comparable 
store sales growth, with net income 
up 1% to $2.3 billion and EPS up 4% 
to $3.46. Return on shareholders’ 
equity was a highly fashionable and 
profitable 51%. These terrific results, 
in a challenging retail environment, 
reflect the company’s ability to grow 
its customer base around the world 
while gaining market share in each 
division.  
 
During the year, the company 
opened 198 new stores, increasing 
its square footage 4% and its store 
base 6% to 3,812 stores as of year 
end. TJX expects to surpass the 
4,000 store milestone in fiscal 2018 
as it accelerates new store openings 
towards a goal of 5,600 stores. TJX’s 
e-commerce is still a small part of 
the overall business but is growing 
rapidly.    
 

OUTSTANDING  CASH FLOWS 
Free cash flow increased 26% during 
the year to $2.6 billion with the 
company paying $651 million in 
dividends and repurchasing 22.3 
million shares of its own stock for 

$1.7 billion at an average price of 
$76.23 per share. As part of its 
disciplined capital allocation policy, 
TJX announced a 20% increase in its 
dividend for fiscal 2018, marking the 
21st consecutive year of dividend 
increases. Over this time period, the 
dividend has grown at a 23% 
compound annual rate.  
 
 In addition, management plans to 
repurchase approximately $1.3 billion 
to $1.8 billion of its stock during fiscal 
2018 and still end the  year with $3.3 
billion in cash and investments, 
reflecting the company’s strong cash 
flow generation and financial 
flexibility.  
 

FISCAL 2018 OUTLOOK 
Management’s outlook for fiscal 2018 
is for total revenues to increase 6% 
to 7% to $35.2 billion to $35.6 billion, 
with 1% to 2% comparable store 
sales growth. The company expects 
EPS to be up 10%-12% in the range 
of $3.80 to $3.89 in fiscal 2018, 
which includes an $.11 per share 
benefit from a 53rd week in  2018.  
 
Long-term investors shopping for a 
bargain should consider The TJX 
Companies, a well-managed HI-
quality business with strong brand 
loyalty, outstanding cash flows, 
steadily growing dividends and 
substantial share repurchases. Buy. 

The TJX Companies is the leading off-price retailer of apparel and home fashions in the U.S. and worldwide. As of Jan. 
28, 2017, the company operated a total of 3,812 stores in nine countries. These include 1,186 T.J. Maxx, 1,035 
Marshalls, 579 HomeGoods and 12 Sierra Trading Post stores in the United States; 255 Winners, 106 HomeSense and 
57 Marshalls in Canada; 503 T.K. Maxx and 44 HomeSense stores in Europe; and 35 Trade Secret stores in Australia. 

Fiscal Year  
Jauary 

4-YR 
CAGR 

 

 
2017 

 
2016 

 
2015 

 
2014 

 
2013 

Sales 
(000,000) 

6.4% $33,184 $30,945 $29,078 $27,423 $25,878 

Net Income 
(000,000) 

4.8% $2,298 $2,278 $2,215 $2,137 $1,907 

EPS 7.9% $3.46 $3.33 $3.15 $2.94 $2.55 

Dividend 22.6% $1.04 $0.84 $0.70 $0.58 $0.46 

Profit Margin  6.9% 7.4% 7.6% 7.8% 7.4% 
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UNDER THE SPOTLIGHT 
 

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. 
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.  
 

2016 FINANCIAL RESULTS 
Cognizant reported fourth quarter 
revenues rose 7% to $3.5 billion with 
net income down 2% to $416 million 
and EPS down 1% to $.68. For the 
full year 2016, revenues rose 8.6% to 
$13.5 billion with operating income 
up 6.7% to $2.3 billion and net 
income and EPS each down 4% to 
$1.6 billion and $2.55, respectively. 
The lower net earnings reflected the 
impact of higher taxes related to the 
repatriation of $1 billion in cash 
during 2016.  Revenue growth in 
2016 was driven by 13.5% growth in 
both the Manufacturing/Retail/
Logistics and Other business 
segments and on a geographic basis 
by 18% growth in Europe, excluding 
the United Kingdom where growth 
declined 1%, and 23% growth in the 
rest of the world, excluding North 
America where growth increased 8%. 
Return on shareholders’ equity for 
the year was a solid 14%.  
 

EXPANDING MARGINS 
Spurred by Elliott Management, a 
large activist investor, Cognizant 
announced plans to accelerate its 

shift to digital services and 
solutions, which currently comprise 
23% of total revenues. This shift is 
expected to help the company 
expand its non-GAAP operating 
margin from 19.5% to 22% by 2019. 
 
Last year, Cognizant hired 4,000 
U.S. citizens to work in its 20 U.S.- 
based delivery centers. The firm 
would like to aggressively expand 
its U.S. workforce by training U.S. 
workers with the requisite 
technology skills needed to provide 
clients with digital services and 
solutions.  
 

INITIATING A DIVIDEND 
The company also announced 
plans to return $3.4 billion of capital 
through dividends and share 
repurchases over the next two 
years. Cognizant expects to initiate 
a $.15 per share dividend beginning 
in the second quarter of 2017, with 
the dividend expected to yield about 
1% based on the current stock 
price.  
 

SHARE REPURCHASES 
In addition, the company plans a 
$1.5 billion accelerated share 

repurchase program in the first 
quarter of 2017 and to repurchase 
shares of $1.2 billion in the open 
market during 2017 and 2018.  
 
Beginning in 2019, the company 
plans to return approximately 75% of 
free cash flow on an ongoing basis to 
shareholders through a combination 
of dividends and share repurchases. 
At year end, the company had more 
than $5 billion in cash, with $1 billion 
held in the U.S., and $797 million in 
long-term debt on its balance sheet. 
The company’s planned capital return 
program will be funded by current 
U.S. cash balances, future cash flows 
from U.S. operations and incremental 
debt financing if necessary.  
 

2017 OUTLOOK 
Full year 2017 revenues are 
expected to be in the range of $14.56 
to $14.84 billion, representing 8% to 
10% growth, with non-GAAP EPS 
expected to be at least $3.63. Long-
term investors should be cognizant of 
Cognizant Technology Solutions, a 
HI-quality  industry leader with 
expanding margins, a new dividend 
which should steadily grow and 
substantial share repurchases. Buy. 
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COGNIZANT TECHNOLOGY SOLUTIONS (CTSH-$59.50) 
Glenpointe Centre West, 500 Frank W. Burr Blvd, Teaneck, NJ 07666 www.cognizant.com 

Cognizant is one of the world's leading professional services companies, transforming clients' business, operating and 
technology models for the digital era. Their unique industry-based, consultative approach helps clients envision, build 
and run more innovative and efficient businesses. Headquartered in the U.S., Cognizant is ranked 230 on the Fortune 
500 and is consistently listed among the most admired companies in the world.  

Fiscal Year  
Dec. 

4-YR 
CAGR 

 

 
2016 

 
2015 

 
2014 

 
2013 

 
2012 

Sales 
(000,000) 

 16.4% $13,487 $12,416 $10,263 $8,843 $7,347 

Net Income 
(000,000) 

 10.3% $1,553 $1,624 $1,439 $1,229 $1,051 

EPS 10.3% $2.55 $2.65 $2.35 $2.02 $1.72 

Profit Margin  11.5% 13.1% 14.0% 13.9% 14.3% 


