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Berkshire Hathaway held its annual meeting 
in Omaha on April 30, 2022, with thousands of 
shareholders from around the globe able to 
attend the meeting once again following the 
pandemic. Warren Buffett, CEO, and Vice 
Chairmen, Charlie Munger, Greg Abel, and 
Ajit Jain answered shareholder questions for 
several hours. The following includes high-
lights from the meeting: 
 

FIRST QUARTER RESULTS 
Berkshire Hathaway reported the company’s 
net worth during the first quarter of 2022 in-
creased slightly to $508.1 billion, reflecting 
significant liquidity and a very strong capital 
base. As of 3/31/22, book value was about 
$345,439 per Class A share. Berkshire Hatha-
way reported first quarter revenues increased 
10% to $70.8 billion. Operating earnings held 
relatively steady at $7.0 billion thanks to solid 
results from BNSF Railway, Berkshire Hatha-
way Energy and the manufacturing, service 
and retailing businesses offset by weakness 
in the insurance business. 
 

$51 BILLION STOCK SPENDING SPREE 
During the first quarter, Warren Buffett went 
on his biggest quarterly stock spending spree 
in company history—abiding by his famous 
quote to “be greedy when others are fearful.” 
He spent $51.1 billion to purchase stocks, 
including about $21 billion of Chevron, about 
$7 billion of Occidental Petroleum, about $6 
billion in Activision Blizzard as an arbitrage 
play, $5 billion in German and Japanese 
stocks, $4 billion of HP, Inc. and about $600 
million more of Apple. In addition, Berkshire 
purchased a net $14.4 billion in Treasury Bills 
and fixed-income investments. Berkshire also 
announced an agreement to acquire Alle-
ghany, a property and casualty reinsurance 
and insurance business, for $11.6 billion in 
cash with the deal expected to close in the 
fourth quarter of 2022.  
 
In addition, Buffett repurchased $3.2 billion of 
Berkshire stock as the stock was selling below 
its intrinsic value as conservatively deter-
mined by Buffett and Munger.    

GAMBLING PARLOR 
Buffett noted that in the past couple of years, 
the stock market had turned into a “gambling 
parlor” as speculation ran rampant with even 
large companies becoming poker chips.  Char-
lie agreed about the mania of speculation and 
added, “We have computers with algorithms 
trading against other computers. We’ve got 
people that know nothing about stocks being 
advised by stockbrokers, who know even less.” 
However, when speculation leads stocks to 
become mispriced, long-term investors can 
take advantage of the opportunities which Buf-
fett did in acquiring 14% of Occidental Petrole-
um’s stock in a two-week period during the past 
quarter. 
 

INTERNATIONAL INVESTMENTS 
Buffett said Berkshire would like to buy more 
companies outside of the U.S., but they are 
harder to buy both from a regulatory and size 
standpoint. However, during the first quarter, 
Buffett did spend $5 billion to buy three Ger-
man securities and one new Japanese stock 
while adding to a few other Japanese positions.  
 

MARKET TIMING  
Buffett stated that he doesn’t have the faintest 
idea what the markets or economy will do over 
the short-term. While Berkshire does not at-
tempt market timing, Berkshire is good at valu-
ing businesses and buys when values appear.   
 

NUCLEAR RISK 
Buffett acknowledged that it is a very danger-
ous world, but that Berkshire can’t protect 
against the risk of nuclear weapons. Berk-
shire’s insurance policies exclude nuclear risks 
as there is no ability to estimate what exposure 
would be in the event of a nuclear event. Buf-
fett concluded, “If you’re worried about the ef-
fect of nuclear attacks, you’ve got other things 
to worry about than the value of your Berkshire 
[stock]. I’ll put it that way.” Charlie added that 
he knew a man who said, “I know what I’m go-
ing to do if there’s a nuclear war. I’m going to 
crawl under the table and kiss my ass good-
bye.” (continued on p. 12). 

BE FEARFUL WHEN OTHERS ARE GREEDY 
AND GREEDY WHEN OTHERS ARE FEARFUL 
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STOCK PERFORMANCE 
 
Stock-Symbol  

 
Business  

Purchase 
  Date(a)      Price(b)  

Price 
5-20-22 

Total (c) 
Return 

 
Advice* 

 
Comment 

Accenture-ACN Consulting/Outsourcing 03-06-12 59.95 276.65 405% BUY Reported double-digit growth in sales and  
earnings in 2Q 

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

Online advertising; 
technology 

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

256.38 
546.47 
254.87 

 
2,178.16 
2,186.26 

 
384% 
758% 

 
BUY 

Free cash flow +15% during the 1Q to 
$15.3 billion; expanded share buyback 

program by $70 billion 

Apple-AAPL iPhones, computers, 
services 

09-07-10 9.24 
 

137.59 1,457% BUY Increased dividend 5% and expanded 
share buyback program by $90 billion 

Automatic Data 
Processing-ADP 

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

85.62 
148.95 

208.64 88% HOLD YTD, paid $1.2 billion in dividends and 
repurchased $1.5 billion of stock 

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

53.68 
 

75.27 58% BUY Deposits grew 6% in the 1Q to a record 
$20.7 billion 

Baxter International-
BAX 

Healthcare 09-07-21 83.32 73.23 -11% BUY Increased dividend 3.5%, marking 7th 
consecutive year of dividend increases 

Berkshire Hathaway-
BRKB 
  

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

21.56 
27.45 
34.13 

304.05 1,041% BUY In 1Q, invested $51 billion in equities 
and planning to acquire Alleghany for 

$11.6 billion 

Booking Holdings-BKNG Online travel 09-07-21  2,338.50  2115.90 -10% BUY Adding to position (see p. 4)  

Brown-Forman-BFB Liquor 03-10-00 4.25 62.91 1,684% HOLD YTD free cash flow +17% to $621 
million; paid  $253 million in dividends 

Canadian National 
Railway-CNI 

Railroad 06-08-15 
12-03-19 

58.05 
88.61 

111.62 39% BUY Paid dividends of C$509 million and 
repurchased C$1.29 billion in 1Q 

Check Point Software-
CHKP 

Cybersecurity 12-2-20 117.27 122.03 4% SELL Selling position (see p. 4) 

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

 

5.78 
48.41 

42.94 22% BUY In 3Q, paid $4.7 billion in dividends and 
repurchased $5.3 billion of stock 

Cognizant Tech.-CTSH IT consulting 09-07-12 33.43 70.83 124% BUY Free cash flow doubled in 1Q; 
repurchased $474 million of stock 

FactSet Research-FDS Financial information 03-14-14 104.42 364.57 268% BUY Increased dividend 8.5%, marking 23rd 
consecutive year of dividend increases 

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

2.44 
20.85 

51.45 234% HOLD 1Q sales and NI  up >20%;  
paid $178 million in dividends 

General Dynamics-GD Aerospace and defense 12-03-19 176.29 213.50 28% BUY Generated $1.8 billion in free cash flow 
in 1Q; paid $330 million in dividends 

Gentex-GNTX Auto mirrors 12-08-15 16.29 29.83 100% HOLD Expect 15%-20% revenue growth in 2023 
as auto industry recovers 

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

20.81 
84.09 

128.54 117% BUY Reported double-digit growth in sales and 
earnings during first quarter 

Hormel Foods-HRL  Food  06-14-01 6.01 48.26 863% BUY Free cash flow doubled in 1Q to $334 
million; paid $133 million in dividends 

Intel-INTC Semiconductors 09-09-20 49.84 41.65 -12% HOLD Paid $1.5 billion in dividends in 1Q 

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

35.48 
137.52 

176.98 98% BUY In 1Q, paid $2.8 billion in dividends and 
repurchased $1.6 billion of stock 

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

73.70 
213.64 

143.83 1% BUY In 1Q paid $852 million in dividends and 
repurchased $773 million of stock 

*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 
5-20-22 

 

Total (c) 
Return 

 
Advice* 

 
Comment 

Mastercard-MA Global payments 09-05-14 76.45 336.18 352% BUY Free cash flow +17% in 1Q to $1.6 billion; 
repurchased $2.4 billion of stock 

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

57.54 
73.70 

64.12 0% BUY Expects 2022 sales of $4.5 to $4.7 billion 
and EPS of  $3.00 to $3.50 

Meta Platforms-FB Social media 06-04-18 193.35 193.54 0% BUY Free cash flow +9% to $8.6 billion; 
repurchased $9.5 billion of stock 

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

30.16 
26.94 

252.56 866% BUY YTD free cash flow +19% to $47.4 billion; 
repurchased $24 billion of stock 

Nike-NKE Shoes and apparel 03-07-17 56.55 108.00 99% BUY In 3Q, paid $484 million in dividends and 
repurchased $1.2 billion of stock 

NVR Inc. -NVR Homebuilder 06-09-21 4,795.98 4,262.41 -11% BUY  Expanded share buyback by $500 million 

Oracle-ORCL Software 09-05-13 32.31 68.63 134% BUY YTD paid $2.6 billion in dividends and 
repurchased $15.7 billion of stock 

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

29.49 
27.28 

117.33 391% HOLD Increased dividend 20% and will pay $1 
billion in dividends in 2022 

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

 81.89 
109.42 
132.97 

162.21 60% BUY Plans to pay $6.2 billion in dividends and 
repurchase $1.5 billion of stock in 2022 

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

18.45 
78.40 

90.08 29% BUY In 1Q paid $745 million in dividends and 
repurchased $743 million of stock 

Roche Holding ADR-
RHHBY 

Pharmaceuticals and 
diagnostics 

06-09-21 47.39 41.11 -11% HOLD First quarter sales +11% ; plans to increase 
dividend further in 2022 

Ross Stores-ROST Off-price retailer 06-08-17 61.70 71.87 23% HOLD Plans $950 million share repurchase in 2022 

SEI Investments-SEIC Investment mgmt. 06-10-20 59.85 55.07 -6% BUY In 1Q, paid $56 million in dividends and 
repurchased $100 million of stock 

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

 

37.26 
58.61 

 

73.39 53% BUY During 1H, paid $1.1 billion in dividends 
and repurchased $4 billion of stock 

Stryker-SYK Medical technology 03-11-09 32.08 232.25 684% HOLD Paid $262 million in dividends in 1Q 

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

 

53.98 
80.59 

121.78 171% BUY Increased dividend 11%, marking 36th 
consecutive year of dividend increases. 

Dividend yields 3.9%. 

Texas Instruments-TXN Semiconductors 03-08-22 165.02 169.81 4% BUY Free cash flow +10% to $1.7 billion in 1Q;  
paid  $1.1 billion in dividends 

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

2.54 
36.18 

57.87 254% BUY In 1Q, paid $307 million in dividends and 
repurchased $600 million of stock 

Tractor Supply-TSCO Rural retailer 12-11-17 67.51 179.96 181% BUY In 1Q, paid $104 million in dividends and 
repurchased $296 million of stock 

Ulta Beauty-ULTA Beauty retailer 09-10-18 285.84 343.05 20% BUY New $2 billion share buyback program 

UnitedHealth Group-UNH Health care 
management 

08-29-19 231.64 485.73 116% HOLD In 1Q, paid  $1.4 billion in dividends and 
repurchased $2.5 billion of stock 

United Parcel Service-UPS Package delivery 03-11-20 88.03 171.04 145% BUY Paying $5.2 billion in dividends in 2022 and 
doubled share buyback to $2 billion 

Visa-V Global payments 11-30-21 193.39 199.03 3% BUY During 1H, free cash flow +12% to $7.3 
billion; repurchased  $7 billion of stock 

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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An uncertain and challenging eco-
nomic and geopolitical outlook is 
leading to market volatility, exacer-
bated by computer trading. Wall 
Street’s worries appear endless 
including the highest inflation in 
forty years, rising interest rates, 
rising energy prices, recession 
fears, the war in Ukraine and the 
continued Covid-19 lockdowns in 
China impacting supply chains. It is 
no wonder that this has been the 
worst start to a new year for the 
S&P 500 since 1970. 
 
With the Fed removing liquidity 
from the punch bowl, the markets 
are flushing out speculative ex-
cesses. NASDAQ holds many of 
the more speculative and overval-
ued stocks which is why that index 
is down 27% compared to the 
Dow’s blue-chip index which is 
down “only” 14% year-to-date. 
When meme stocks, SPACs and 
cryptocurrencies, with little underly-
ing value, melt down, Mr. Market’s 
fear becomes contagious; and it  
spills over into even high-quality 
stocks.  
 
However, after listening to the 
quarterly conference calls and up-
dating our valuation models for the 
companies we own following solid 
first quarter financial results, we 
know that volatile stock prices are 
not reflecting the strong underlying 
business fundamentals of the com-
panies we own. Many of our HI-
quality companies currently appear 
undervalued (see pp. 6-7), which 
provides us with good buying op-
portunities and bodes well for fu-
ture long-term returns. As experi-
enced in the past, we expect our 
high quality companies will be the 
first to bounce back and continue 
to grow over the long term given 
their strong cash flows, solid bal-
ance sheets and high profitability.  
 
Meanwhile, our investments contin-
ue to provide us with growing divi-
dends and substantial share repur-
chases (see pp. 2-3). While market 

PORTFOLIO REVIEW 

 

DIVIDENDS 
Since the last  issue, the following 
dividends per share were received: 
Accenture ($.97),  Apple ($.23), 
ADP ($1.04), Bank of Hawaii 
($.70), Baxter ($.28), Brown-
Forman ($.19), Canadian National 
($.59), Cisco ($.38), Cognizant 
($.27), FactSet Research ($.82), 
Fastenal ($.31), General Dynamics 
($1.26), Gentex ($.12), Genuine 
Parts ($.90), Hormel Foods ($.26), 
Intel ($.37), Johnson & Johnson 
($1.06), Mastercard ($.49), 
Maximus ($.28), Microsoft ($.62), 
3M ($1.49), Nike ($.31), Oracle 
($.32), Paychex ($.66), Pepsi 
($1.08), Raytheon ($.51), Roche 
($1.24),  Ross Stores ($.31),  
Starbucks ($.49), Stryker ($.70), 
Texas Instruments ($1.15), TJX 
($.26), T. Rowe Price ($1.20), 
Tractor Supply ($.92), United 
Parcel Services ($1.52),  
UnitedHealth ($1.45) and Visa 
(.38).  

STOCK SPLIT 
Alphabet 20 for 1 stock split 
payable 7/15/22 

volatility is unsettling, staying calm, 
patient and disciplined during these 
inevitable turbulent periods rewards   
investors who maintain their long-
term perspective. We have experi-
enced many corrections and bear 
markets over the decades and al-
ways keep in mind that Wall Street is  
perversely the only market that peo-
ple flock to when prices are rising but 
run away in panic when prices are 
declining. As long-term investors, we  
prefer to buy when high-quality mer-
chandise goes on sale!  
 

******* 
With the proceeds from Check 
Point, we plan to add to Booking 
Holdings and  buy  PulteGroup 
(see p. 10). Personal and employee 
purchases will be made during the 
week following distribution of this 
newsletter. (See Personal Trading 
restrictions on p. 3.) 

Check Point Software Technologies 
reported first quarter revenues in-
creased 7% to $543 million with net 
income declining 7.4% to $169.4 
million and EPS dipping 2.3% to 
$1.30. While optimistic about the 
future, given all the uncertainty sur-
rounding global unrest, supply 
chain bottlenecks, inflation and 
higher interest rates, Check Point 
left its 2022 estimates unchanged, 
projecting revenue to reach $2.2 to 
$2.375 billion, up 5.4% at the mid-
point, and EPS of  $5.68 to $6.28, 
down 1.6% from 2021 at the mid-
point. With earnings declining 
and better investment opportuni-
ties available, we decided to 
check out of Check Point Soft-
ware by selling with a modest 4% 
gain over the last 18 months.  

Booking Holdings booked revenues 
of $2.7 billion in the first quarter, up 
136% from last year. First quarter 
gross travel bookings increased 
129% to a record $27.3 billion. 
Room nights booked  increased 
100%. Thirty-four percent of total 
revenues were paid for via Book-
ing’s payments app versus thirteen 
percent in 2019.  During the quar-
ter, Booking Holdings generated 
nearly $1.6 billion in free cash flow 
with the company returning $950 
million to shareholders through 
share repurchases. In April, Book-
ing repurchased an additional $320 
million of its shares, which leaves 
about $9 billion remaining author-
ized for future share repurchases 
that are expected to be completed 
during the next three years.   
 
Despite an uncertain macroeco-
nomic environment, global travel 
trends continue to strengthen with a 
busy summer travel season ex-
pected.  Accordingly, we plan to 
book a trip with Booking Holdings 
by adding to our investment po-
sition as the stock appears under-
valued. Buy.  

CHECKING OUT OF 
CHECK POINT 

UNCERTAIN ECONOMIC AND GEOPOLITICAL OUTLOOK  
LEADS TO MARKET VOLATILITY 

BOOKING 
MORE BOOKING HOLDINGS 
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(continued) 
 

REALIZED GAINS AND LOSSES OVER THE LAST 12 MONTHS 

 

COMPANY DATE  
PURCHASED 

DATE  
SOLD 

GAIN/ 
LOSS 

COMMENT* 

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

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

GENUINE PARTS 03/11/20 06/09/21 +53% Fairly valued, trimmed position 

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

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

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

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

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 
5-20-22 

 

This 
 year 

Actual 
EPS 

Next 
year 
Est. 
EPS 

 
Current 

P/E 

 
PRICE/ 
BOOK  
VALUE 

 
PRICE/ 
SALES 

 
DIV. 

YIELD 

 
SALES 
4-YR 

CAGR* 

 
EPS 
4-YR 

CAGR* 

 
Return 

on  
Equity 

 
Cash/ 
Equity 

 
Debt/ 

Equity 

 
Current 

Ratio 

 
SALES 

(000)  

AAPL 126-201 137.59 $5.61 $6.15 22.4 33.2 6.1 0.7% 12% 25% 150% 244% 153% 0.9x $365,817,000 

ACN 252-388 276.65 9.16 10.80 27.9 8.5 3.5 1.4 9% 14% 30% 28 0 1.2 50,533,389 

ADP 163-240 208.64 6.07 6.97 30.8 20.8 5.8 2.0 5% 11% 46% 39 71 1.5 15,005,400 

BAX 83-107 73.23 2.53 2.36 35.0 4.1 2.9 1.6 5% 24% 14% 25 185 2.1 12,784,000 

BF.B  59-84 62.91 1.88 1.70 37.4 12.0 8.7 1.2 4% 8% 34% 32 82 3.5 3,461,000 

BKNG 2505-
3787 

2,115.90 28.17 99.33 170.5 19.7 7.9 - -4% -12% 19% 292 193 1.7 10,958,000 

BOH 73-107 75.27 6.25 5.48 12.4 2.4 4.5 3.7 1% 10% 17% n/a n/a n/a 668,643 

BRK.B ! 284-361 304.05  18,739 19,960 24.1 1.3 2.4 - 4% 21% 6% n/a n/a n/a 276,094,000 

CNI 104-147 111.62 6.89 6.95 16.3 3.6 5.4 2.1 3% -1% 22% 2 54 0.8 14,477,000 

CSCO  43-67 42.94 2.50 2.80 15.1 4.4 3.6 3.5 1% 7% 26% 50 21 1.5 49,710,000 

CTSH 79-111 70.83 4.05 4.53 17.0 3.1 2.0 1.5 6% 12% 13% 24 6 2.1 18,507,000 

FAST  43-64 51.45 1.60 1.87 30.3 9.4 4.9 2.4 8% 12% 30% 7 11 4.1 6,010,900 

FB 210-407 193.54 13.77 11.94 14.7 3.6 3.8 - 31% 26% 32% 36 0 2.8 117,929,000 

FDS 356-538 364.57 10.36 10.02 33.5 11.3 8.7 1.0 7% 12% 39% 66 47 3.7 1,591,445 

GD 178-264 213.50 11.55 12.15 18.3 3.3 1.5 2.4 6% 5% 18% 16 58 1.5 38,469,000 

GNTX 29-43 29.83 1.50 1.65 21.2 3.6 4.1 1.6 -1% 2% 18% 24 0 4.0 1,731,170 

GOOGL!! 2406-
3636 

2,178.16 112.20 111.51 38.3 5.6 5.6 - 23% 37% 34% 65 6 2.9 257,637,000 

GPC  110-158 128.54 6.23 7.83 19.9 5.1 1.0 2.8 4% 10% 26% 17 94 1.2 18,870,510 

HRL  45-59 48.26 1.66 1.94 28.6 3.6 2.3 2.2 6% 1% 13% 12 45 2.2 11,386,189 

INTC 46-65 41.65 4.86 3.51 6.9 1.7 2.2 3.5 6% 25% 21% 38 32 2.1 79,024,000 

JNJ  182-227 176.98 7.81 10.26 23.9 6.2 5.0 2.6 5% 10% 28% 41 39 1.4 93,775,000 

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 
5-20-22 

 

This 
Year 

Actual 
EPS 

Next 
Year 
Est. 
EPS 

 
Current 

P/E 

 
PRICE/ 
BOOK  
VALUE 

 
PRICE/ 
SALES 

 
DIV. 

YIELD 

 
SALES 
4-YR 

CAGR* 

 
EPS 
4-YR 

CAGR* 

 
Return 

on  
Equity 

 
Cash/ 
Equity 

 
Debt/ 

Equity 

 
Current 

Ratio 

 
SALES 
(000)  

MA 409-555 336.18 $8.76 $10.54 35.0 46.2 17.2 0.6% 11% 24% 100% 104% 197% 1.3x $18,884,000 

MMM 155-212 143.83 10.12 10.79 15.0 5.5 2.3 4.1 3% 8% 39% 22 99 1.6 35,355,000 

MMS 69-101 64.12 4.67 3.04 16.0 2.4 0.9 1.8 15% 10% 20% 6 89 1.4 4,254,485 

MSFT 227-335 252.56 8.05 9.32 26.4 11.6 11.2 1.0 15% 25% 43% 69 30 2.0 168,088,000 

NKE 118-186 108.00 3.56 3.74 28.5 3.5 3.8 1.2 7% 9% 45% 91 64 3.1 44,358,000 

NVR 5033-
7887 

4,262.41 320.48 508.41 15.0 5.2 1.6 - 9% 26% 41% 79 56 n/a 8,970,062 

ORCL 67-97 68.63 4.55 2.58 26.2 -22.3 4.5 1.9 2% 19% n/a n/a n/a 1.5 40,479,000 

PAYX 85-125 117.33 3.03 3.75 31.4 12.9 10.4 2.7 7% 7% 37% 41 24 2.2 4,056,800 

PEP 148-194 162.21 5.49 6.66 27.2 12.3 2.8 2.9 6% 13% 48% 38 190 0.9 79,474,000 

RHHBY 38-49 41.11 2.73 2.68 18.0 10.0 4.3 3.1 7% 16% 57% 46 57 0.9 68,705,000 

ROST 94-145 71.87 4.90 4.46 15.9 6.2 1.3 1.7 8% 8% 42% 99 61 1.9 18,916,244 

RTX 83-115 90.08 2.58 3.08 32.2 1.9 2.1 2.4 21% 12% 5% 8 42 1.2 64,388,000 

SBUX 84-135 73.39 3.54 2.86 19.6 n/a 2.9 2.7 7% 16% n/a n/a n/a 0.8 29,060,000 

SEIC 57-75 55.07 3.81 4.09 12.9 3.8 3.9 1.5 6% 11% 29% 46 2 5.2 1,918,309 

SYK 219-311 232.25 5.21 5.64 44.2 5.8 5.1 1.2 8% 18% 12% 10 92 2.0 17,108,000 

TJX  69-91 57.87 2.70 3.03 21.0 12.1 1.4 1.9 8% 8% 55% 77 60 1.2 48,550,000 

TROW 133-219 121.78 13.12 10.47 9.6 3.1 3.6 3.9 12% 22% 34% 54 0 n/a 7,671,900 

TSCO 167-281 179.96 8.61 9.53 20.7 11.3 1.6 2.0 15% 27% 50% 23 55 1.4 12,731,105 

ULTA 365-537 343.05 17.98 18.58 19.1 12.1 2.2 - 10% 19% 64% 28 0 1.5 8,630,900 

UNH 375-561 485.73 18.08 20.78 12.3 2.0 1.6 1.2 9% 14% 23% 93 54 0.8 287,597,000 

UPS 178-262 171.04 14.68 12.81 14.0 9.7 1.5 3.6 10% 27% 90% 81 128 1.5 97,287,000 

V 220-318 199.03 5.63 7.16 33.5 9.2 13.7 0.8 7% 19% 33% 44 49 1.3 24,105,000 

TXN 157-222 169.81 8.26 8.90 19.4 11.2 8.5 2.7 5% 23% 58% 70 52 5.5 18,344,000 

PHM 48-86 42.74 7.43 10.95 5.3 1.4 0.7 1.4 13% 51% 26% 15 10 n/a 13,926,822 

(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 pulled back 11% due 
to the uncertain economic and 
geopolitical outlook. While most of 
our stocks also pulled back with the 
market, the following HI-quality 
stocks generated modest total 
returns during the same time period.  

Genuine Parts reported record first 
quarter sales that motored ahead 
19% to $5.3 billion with net income 
increasing 13% to $246.8 million 
and EPS up 15% to $1.72. By 
segment, Automotive Parts sales 
increased 11% to $3.3 billion on a 
10% increase in comparable sales 
while Industrial Parts sales 
increased 34% to $2.0 billion, 
reflecting an 18% contribution from 
the KDG acquisition and a 16% 
increase in comparable sales. 
Despite higher than anticipated 
inflation, segment operating profits 
increased 50 basis points to 8.6%, 
boosted by price increases, ongoing 
expense management and 
execution of operational initiatives to 
improve productivity.  
 
During the quarter, the company 
returned $189 million to 
shareholders through dividend 
payments of $116 million and share 
repurchases of $73 million. The 
company announced a 10% 
increase in the 2022 dividend to 
$3.58 per share, marking the 66th 
consecutive increase in the dividend 
that has been paid every year since 
the company’s founding in 
1928.  Given the strong first quarter, 
Genuine Parts raised its 2022 
guidance with sales now expected 
to increase in the 10%-12% range 
with EPS in the $7.56-$7.71 range.  
Free cash flow is expected in the 
$1.2-$1.4 billion range. Over the 
last 22 years, Genuine Parts’ 
stock has provided genuine 
profits to long-term investors with 
a 518% gain. Buy.  

Johnson & Johnson reported first 
quarter revenues increased 5% to 
$23.4 billion with net earnings and 
EPS each down 17% to $5.1 
billion and $1.93, respectively. Net 
earnings were down primarily due 
to an increase in cost of goods 
sold, marketing expenses and 
research and development 
expenses. 
 
Worldwide Pharmaceutical sales 
increased 6% to $12.8 billion, 
driven by market share gains in 
Oncology, Immunology and 
Neuroscience. Sales increased 
5.9% in Medical Devices to $6.9 
billion with growth driven by the 
COVID-19 market recovery driving 
market expansion and innovation. 
Worldwide Consumer Health Sales 
decreased 1.5% to $3.5 billion due 
to supply constraints in Skin 
Health/Beauty and Baby Care. 
These declines were partly offset 
by a 15% increase in over-the-
counter products. 
 
During the quarter, the company 
generated approximately $3.4 
billion in free cash flow, invested 
$3.5 billion in research and 
development to advance its 
promising pipeline and paid $2.8 
billion in healthy dividends to 
shareholders. 
 
Because of foreign exchange 
headwinds, Johnson & Johnson 
lowered 2022 guidance for 
estimated reported sales to $94.8 
billion to $95.8 billion, representing 
a 3.8% to 4.8% increase over the 
prior year. Adjusted EPS for 2022 
is expected in the range of $10.15 
to $10.35, a 3.6% to 5.6% 
increase over the prior year.  
 
Over the last 22 years, Johnson 
& Johnson’s stock has provided 
a nearly fivefold gain. Buy. 

ADP reported third quarter fiscal 
2022 revenues increased 10% to 
$4.5 billion with net earnings 
increasing 15% to $929 million as the 
employment market remained strong.  
Interest on funds held for clients 
increased 10% to $118 million on a 
15% increase in Average Client 
Funds to $38.1 billion. During the 
quarter, ADP generated $2.1 billion in 
free cash flow with the company 
distributing $2.7 billion to investors 
through dividends of $1.2 billion and 
share repurchases of $1.5 billion. 
Given the strong fiscal third quarter 
and the improving U.S. economy, 
ADP raised its fiscal 2022 guidance 
with revenue now expected to 
increase in the 9% to 10% range and 
EPS growth of 14% to 16%. ADP’s 
stock price has provided a 144% 
gain over the last six years along 
with generous and steadily  
growing dividends. Hold. 

UnitedHealth Group reported first 
quarter revenue rose a healthy 14%, 
to $80.1 billion with net earnings up 
3% to $5.0 billion. Management’s 
response to inflation is innovation 
which increases productivity in the 
business. Digital tools, virtual visits 
and home care reduce costs by 15% 
which enables the company to lower 
premiums for patients. During the 
quarter, the company paid $1.4 billion 
in dividends and repurchased $2.5 
billion of its stock. In 2022, operating 
cash flow is expected to approximate 
$24 billion. Return on equity of 27.8% 
in the quarter reflects the firm’s 
consistent and diverse earnings 
profile and efficient capital structure. 
Given the strong start to the new 
year, UnitedHealth increased its full 
year net earnings outlook to $20.30-
$20.80 per share. During the past 
three years, UNH has provided a 
healthy 116% total return. Hold. 

PORTFOLIO HI-LITES 
QUARTERLY  

MOVERS AND SHAKERS 

JOHNSON & JOHNSON 
HEALTHY GAINS 

GENUINE PARTS 
  GENUINE PROFITS 

ADP 
DISTRIBUTED $2.7 BILLION   

UNITEDHEALTH EXPECTS 
$24 BILLION IN CASH FLOW 
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(continued) 

Intel reported first quarter revenue 
declined 7% to $18.4 billion with net 
income and EPS up more than 140% 
to $8.1 billion.  Excluding unrealized 
gains in equity investments, 
restructuring charges and other 
special items, net income and EPS 
declined 35% to $3.59 billion and 
$0.87, respectively.  

During the quarter, Intel generated 
$1.3 billion in free cash flow with the 
company returning $1.5 billion to 
shareholders through dividend 
payments. Intel ended the year with 
$38.7 billion in cash and 
investments, $32.8 billion in long-
term debt and $103.1 billion in 
shareholder equity. For 2022, Intel 
expects revenues of about $76.0 
billion, adjusted EPS of $3.60 and 
negative cash flow of $1 to $2 billion 
after an estimated $27 billion in 
capital expenditures. Given declining 
sales, earnings and negative cash 
flows, we are placing Intel on hold to 
watch if business fundamentals 
improve. Hold. 

Ross Stores reported first quarter 
sales declined 4% to $4.3 billion with 
net income falling 29% to $338 
million. Traffic trends, which started 
strong, dropped as the quarter 
progressed as discretionary 
spending by customers was 
squeezed by food and fuel inflation. 
During the quarter, Ross returned 
$349 million to shareholders through 
dividends of $109 million and $240 
million of share repurchases. The 
company remains on pace to 
repurchase $950 million of its shares 
during the full year. With the 
company now expecting sales and 
earnings to be lower for the full year,  
we are placing Ross Stores on hold 
despite the clearance sale in the 
stock price which makes the stock 
appear undervalued. Hold. 

Accenture reported second quarter 
revenues increased 24% to $15 
billion with net income increasing 
13% to $1.6 billion. Accenture 
raised its business outlook for the 
full fiscal 2022 year. Management 
expects full year local currency 
revenue growth of 24% to 26% with 
double-digit earnings growth and 
EPS in the range of $10.61 to 
$10.81. Free cash flow for 2022 is 
expected in the range of $8 billion to 
$8.5 billion with the company 
returning at least $6.5 billion to 
shareholders through dividends and 
share repurchases. Buy. 

Apple reported second quarter 
revenue rose 9% to a record $97.3 
billion with net income up 6% to 
$25.0 billion. Apple set an all-time 
revenue record for Services, which 
jumped 17% to $19.8 billion with 
more than 825 million paid 
subscriptions, which increased by 
165 million in the last 12 months. 
March quarter revenue records 
were set by iPhone with revenues 
ringing up a 6% gain to $50.6 
billion; Mac with a 15% increase in 
revenues to $10.4 billion; and 
Wearables, Home and Accessories 
which had sales tick up 12% to $8.8 
billion.  

Free cash flow increased 23% 
during the first half of the year to 
$69.8 billion with the company 
paying $7.3 billion in dividends and 
repurchasing $43.1 billion of its 
common shares.  

Given the company’s strong 
financial position with nearly $193 
billion in cash and investments as of 
quarter end, the company 
announced a 5% increase in its 
dividend and an increase of $90 
billion to its existing share buyback 
program. Buy. 

FactSet  announced that its Board  
approved an 8.5% increase in the 
regular quarterly cash dividend from 
$0.82 per share to $0.89 per share. 
The increase marks the twenty-third 
consecutive year the company has 
increased dividends, demonstrating 
its commitment to providing value to 
shareholders. Buy. 

Microsoft reported third quarter 
revenues increased 18% to $49.4 
billion with net income up 8% to 
$16.7 billion. Year-to-date, free cash 
flow increased 19% to $47.4 billion. 
Microsoft paid $13.5 billion in 
dividends and repurchased $24 
billion of its common stock. Microsoft 
ended the quarter with $104.7 billion 
in cash and investments. Buy. 

Raytheon reported first quarter 
revenues rose 3% to $15.7 billion 
with net income increasing 43% to 
$1.1 billion. Backlog at the end of the 
quarter was $154 billion, including 
$92 billion from commercial 
aerospace and $62 billion from 
defense. The company returned 
nearly $1.5 billion to shareholders in 
the first quarter through dividends of 
$745 million and share repurchases 
of $743 million. Buy. 

General Dynamics reported first 
quarter revenues were relatively flat 
at $9.4 billion with net earnings up 
3% to $730 million. Aerospace 
backlog grew to the highest in more 
than a decade, driven by  strong 
Gulfstream demand. Free cash flow 
during the quarter was extremely 
strong at $1.8 billion. Buy. 

FACTSET 
INCREASED DIVIDEND 8.5% 

INTEL 
WATCHING THE CHIPS 

ACCENTURE 
DOUBLE-DIGIT GROWTH 

QUARTERLY RATING CHANGE 
FROM  HOLD TO BUY 

RAYTHEON 
$154 BILLION BACKLOG 

APPLE 
$90 BILLION SHARE BUYBACK 

QUARTERLY RATING CHANGE 
FROM BUY TO HOLD 

MICROSOFT 
FREE CASH FLOW UP 19% 

ROSS STORES 
CLEARANCE SALE 

GENERAL DYNAMICS FLYING 
HIGH WITH GULFSTREAM 

FACTSET 
INCREASED DIVIDEND 8.5% 

MICROSOFT 
FREE CASH FLOW UP 19% 
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NEW STOCK 
PULTEGROUP, INC. (PHM- $42.74) 

3350 Peachtree Road NE, Suite 1500, Atlanta, GA  30326  www.pultegroupinc.com 
PulteGroup, Inc. is one of America’s largest homebuilding companies with operations in more than 40 markets 
throughout the country. Through its leading brand portfolio that includes Centex, Pulte Homes, Del Webb, DiVosta 
Homes, American West and John Wieland Homes, the company is one of the industry’s most versatile homebuilders 
able to meet the needs of multiple buyer groups and respond to changing consumer demand. 

its dividend payout per share by 
17% in 2021 and an additional 7% 
in 2022. Pulte returned over $1 
billion to shareholders in 2021, 
including $897 million in share 
repurchases. In the first quarter, 
Pulte repurchased an additional 
$500 million of its stock, or 4% of 
outstanding shares, at an average 
price of $48.59 per share. 
 

STRONG FINANCIAL RESULTS 
Pulte reported strong first quarter 
results  as  robust demand continues 
to exceed a low housing supply, 
providing the company with pricing 
power. Housing demand has been 
strong across all markets and buyer 
groups the company serves due to a 
powerful demographic wave of more 
than 70 million millennials and 
increased interest in single-family 
living amid the pandemic. The home 
supply shortage has built up over 10 
years and will need to sustain record 
new home starts for the next decade 
to bring the industry out of its current 
underbuilt situation.  
 
During the quarter, Pulte’s revenues 
increased 13% to $3.2 billion,  driven 
by an 18% increase in the average 
sales price to $508,000. Net income 
increased 50% to $454.7 million and 
EPS jumped over 60% to $1.83.  Net 
new orders decreased 19%, mainly 
reflecting the company’s decision to 
restrict sales to better match the pace 

of production with ongoing supply chain 
disruptions and labor shortages. 
Benefiting from a significant increase in 
the average price of its new homes, the 
dollar value of net new orders 
increased 2% to $4.7 billion. The 
company’s backlog increased 31% to 
19,935 homes valued at $11.5 billion.  
Pulte maintains one of the strongest 
balance sheets in the homebuilding 
industry. As of 3/31/22, the company 
had $1.1 billion in cash and 
equivalents, $2.4 billion in long-term 
debt and $7.4 billion in shareholders’ 
equity.  

ATTRACTIVE VALUATION 
The Federal Reserve has been very 
clear in signaling that interest rates will 
rise as it seeks to control inflation. This 
has resulted in rising mortgage rates, 
which have pulled back homebuilder 
stock prices, resulting in very attractive 
valuations. Pulte is trading at about 1.4 
times book value and just five times 
earnings with a dividend yield of 1.4%. 
Pulte is in a much better financial 
position to manage rising rates 
compared to a decade ago given the 
housing supply/demand imbalance and 
its focus on owning less land, 
maintaining prudent debt levels, and 
generating strong cash flows. Long-
term investors should consider  
building a foundation in PulteGroup, 
a HI-quality market leader with an 
attractive valuation, robust cash 
flows, a sturdy balance sheet and 
strong financial results.  Buy. 

MARKET LEADER 
PulteGroup started in 1950 when 18-
year-old William “Bill” Pulte, with help 
from his high-school buddies, built a 
five-room bungalow near Detroit. In 
constructing his first home, Bill set 
the cornerstone on what would grow 
into one of the largest and most 
successful homebuilding companies 
in the country’s history. Today, 
PulteGroup is the nation’s third 
largest builder. Pulte has delivered 
nearly 775,000 homes in the past 
70+ years and serves homeowners 
as they move through all stages of 
their lives. Much has changed since 
Bill Pulte first picked up a hammer, 
but not the company’s commitment to 
delivering a superior quality home 
and customer experience.  
 
PulteGroup generated healthy growth 
during the past five years with 
revenues, net income, EPS and 
dividends compounding at double-digit 
rates. During the past decade, Pulte 
has focused on delivering industry-
leading returns on equity (ROE), 
launching a series of important 
changes including land acquisition 
criteria and new approaches to land 
development and home construction 
processes. Over the past five years, 
Pulte’s ROE has averaged a 
profitable 20%, rising to 26% in 2021. 

 
ROBUST CASH FLOWS 

In 2021, Pulte generated $1 billion in 
cash flow from operations, bringing 
the five-year total to $6 billion. The 
company’s priorities for allocating 
capital include investing in the 
business through land acquisition 
and development, funding its 
dividend and using excess capital to 
repurchase common shares. In 2021, 
Pulte invested $4.2 billion in land 
acquisition and development with 
plans to invest $4.5-$5.0 billion in 
2022. In addition, the company raised 

Fiscal Year  
Dec. 

4-YR 
CAGR 

 
2021 

 
2020 

 
2019 

 
2018 

 
2017 

Revenues 
(000,000) 12.9% $13,927 $11,036 $10,213 $10,188 $8,558 

Net Income 
(000,000) 44.4% $1,946 $1,407 $1,017 $1,022 $447.2 

EPS  50.7% $7.43 $5.18 $3.66 $3.55 $1.44 

Profit Margin  14.0% 12.8% 10.0% 10.0% 5.2% 

Dividends 12.2% $.57 $.50 $.45 $.38 $.36 
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MARKET LEADER  
In 1907, 19-year-old Jim Casey 
borrowed $100 from a friend to launch 
the American Messenger Company in 
Seattle, Washington. Jim’s slogan for 
the business was “best service and 
lowest rates.” In 1919, the growing 
firm made its first expansion beyond 
Seattle and adopted the United Parcel 
Service name. Jim Casey’s strict 
policies of customer courtesy, reliability, 
round-the-clock service and low rates 
are the principles which continue today 
to guide UPS, a market leader with 
more than $97 billion in sales. 
  
UPS’s first international operations 
started in 1975 when the company 
expanded its operations to Canada. 
Today, UPS runs an international network 
serving more than 220 countries and 
territories, with international sales 
accounting for 24% of total 2021 revenues.   
 
In 2021, UPS delivered an average of 
25.2 million packages per day, totaling 
6.4 billion packages during the year, 
including more than 1.1 billion COVID-
19 vaccine doses in over 110 countries 
around the world with 99.9% on-time 
delivery. Global demand for UPS’s 
end-to-end delivery services is expected 
to remain high, rooted in favorable e-
commerce trends. 
 
UPS has constructed an immense 
international transportation network 
interconnected with one of the largest 
technological infrastructures in commercial 
history, unlikely to be replicated by 
many. Economies of scale, excellent 
customer service, a strong, trusted 
brand and operating efficiencies translate 
into high profitability for the firm. 

  
STRONG CASH FLOWS 

UPS has a flexible capital allocation 
strategy which allows the company to 
reinvest in its business, make dividends 
a priority and take a balanced approach 

UNDER THE SPOTLIGHT 
UNITED PARCEL SERVICE (UPS—$171.04) 

55 Glenlake Parkway, NE,  Atlanta, GA  30328 www.ups.com 

United Parcel Service, founded in 1907 as a private messenger and delivery service, is the world’s premier package 
delivery company and a leading provider of global supply chain management solutions serving customers in more than 
220 countries and territories. The global market for these services includes transportation, distribution, contract 
logistics, customs brokerage, insurance and financing. UPS operates one of the largest airlines and one of the largest 
fleets of alternative fuel vehicles under the global UPS brand. The company’s 500,000 plus employees embrace a 
simply stated strategy: Customer First. People Led. Innovation Driven.  

to share repurchases. Since going public in 
1999, UPS has delivered parcel loads 
of free cash flow to shareholders via 
dividends and share buybacks. 
  
During the first quarter of 2022, UPS 
generated free cash flow of $3.9 
billion with the company delivering 
$1.3 billion in dividends to shareholders 
and repurchasing $254 million of its 
common stock. UPS plans to pay 
about $5.2 billion in dividends and 
doubled its share repurchases for 
2022 to a target of $2 billion, reflecting 
management’s confidence in its 
financial outlook and position. The stock 
currently yields a hefty 3.6%. 
  

FIRST QUARTER RESULTS 
UPS reported first quarter revenues 
rose 6.4% to $24.4 billion with 
operating profit up 17.6% to $3.3 
billion. Operating margin increased 70 
basis points to 13.6% during the 
quarter as all business units delivered 
operating growth. Net income and 
EPS each declined 44% to $2.7 
billion and $3.03, respectively, due to 
a change in pension income from the 
prior year period.  
 
These were solid financial results 
despite a challenging macro environment 
in the first quarter which resulted in 
daily volume coming in less than 
planned. In January, Omicron hurt 
sales and pressured volumes. Later in 

the quarter, performance was impacted by 
record high inflation, upstream supply 
chain constraints, a surge in energy 
prices and COVID-19 lockdowns in 
Asia. Total average daily volume in 
the US was down 3%, driven mostly 
by residential volume as UPS was 
lapping generous federal stimulus 
payments last year.  Revenue per 
piece increased 9.5%, more than 
offsetting the volume decline in the 
first quarter. UPS has ceased 
operations in Ukraine, Belarus, and 
Russia. Revenue from those three 
countries represented less than 1% 
of total revenue in 2021, but the war 
has impacted fuel prices which 
remains a concern.   
 
The firm maintains ample liquidity 
and a solid financial condition. UPS 
ended the quarter with $12.5 billion in 
cash and investments, $19.7 billion in 
long-term debt and financial leases 
and $15.4 billion in shareholders’ equity. 
 
UPS affirmed its 2022 full-year 
financial targets with revenue of $102 
billion expected with operating profit 
margins of 13.7% and return on 
invested capital above 30% for the year. 
Long-term investors should consider 
packaging up UPS for their portfolio. 
UPS is a HI-quality market leader 
with strong cash flows, a hefty 
dividend and poised to deliver future 
long-term growth.  Buy.   

Fiscal Year  
Dec. 

4-YR 
CAGR 

 
2021 

 
2020 

 
2019 

 
2018 

 
2017 

Revenues 
(000,000) 9.9% $97,287 $84,628 $74,094 $71,861 $66,585 

Net Income 
(000,000) 27.3% $12,890 $1,343 $4,440 $4,791 $4,905 

EPS  27.2% $14.68 $1.54 $5.11 $5.51 $5.61 

Profit Margin  13.2% 1.6% 6.0% 6.7% 7.4% 

Dividends 5.3% $4.08 $4.04 $3.84 $3.64 $3.32 
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  BERKSHIRE HATHAWAY  ANNUAL MEETING (CONTINUED) 

INVESTMENT FRAMEWORK 
Charlie was asked how to apply a 
multi-disciplinary framework in making 
investment decisions and in life. 
Charlie answered, “Well, obviously, it 
helps to know more than one 
discipline. There’s an old saying that a 
man who carries only a hammer thinks 
everything else is a nail. And you may 
go on wrong decisions if you don’t 
have some command of all the 
disciplines.” 

 
INFLATION SWINDLES EVERYONE 
Warren Buffett has previously said that 
inflation swindles equity investors as 
companies find it hard to increase their 
returns on equity especially for capital 
intensive businesses. He added, “It 
swindles bond investors, too. It 
swindles the person who keeps their 
cash under the mattress. It swindles 
almost everyone.”  
 
Following the significant pandemic 
stimulus payments, people had a great 
deal of money in their hands. With a 
shortage of a wide variety of goods 
due to supply chain disruptions, prices 
went up. Charlie said stimulus 
payments drowned the country in 
money. Buffett noted it is 
“extraordinary” how much inflation 
Berkshire currently sees in its 
businesses. However, no one knows 
what inflation will be over the next 10 
years. The best protection against 
inflation is your own earnings power.  
 

THE INTELLIGENT INVESTOR 
Buffett noted that the three most 
important lessons on investing came 
from reading Chapter 8 of  Benjamin 
Graham’s book, The Intelligent 
Investor.  

These lessons are: 1) Think of a stock 
as part of a business and seek to own 
a group of high-quality businesses;  2) 
Use the stock market to serve you, not 
to instruct you; and 3) Always buy with 
a margin of safety.  

BITCOIN 
When asked if he had changed his 
mind on bitcoin, Buffett contrasted 
productive assets such as farm land, 
apartments and businesses, which 
generate cash flows, with bitcoin 
which does not. He said, “Now, if 
you told me you owned all of the 
bitcoin in the world, and you offered 
it to me for $25, I wouldn’t take it, 
because what would I do with it? I 
have to sell it back to you one way 
or another.” It does not produce 
anything, but people have attached 
“magic” to bitcoin.  
 
Charlie added, “Well, in my life I try 
and avoid things that are stupid and 
evil and make me look bad in 
comparison with somebody else. 
And bitcoin does all three. In the first 
place, it’s stupid because it’s very 
likely to go to zero. In the second 
place, it’s evil because it undermines 
the Federal Reserve system and the 
national currency system, which we 
desperately need to maintain its 
integrity and government control. 
And third, it makes us look foolish 
compared to the communist leader 
in China. He was smart enough to 
ban bitcoin in China, and with all of 
our presumed advantages of 
civilization — we are a lot dumber 
than the communist leader in China.“ 
 

INDEX FUNDS 
When asked if index funds have an 
undue influence over corporate 
governance, Charlie agreed, “The 
thing is out of control and 
counterproductive. I think indexing, if 
it gets to 90%, then it won’t work 
very well at all.” 
 

CHINESE STOCKS 
Charlie said, “The reason that I 
invested in China is I could get so 
much better companies at so much 
lower prices, and I was willing to 
take a little bit of a risk to get into the 
better companies at the lower prices. 

Other people might reach the 
opposite conclusion. And everybody 
is more worried about China now 
than they were two or three years 
ago. So that’s just the way it is.” 
 

OIL 
Charlie Munger said, “I like having 
big reserves of oil. If I were running 
the benevolent despot of the United 
States, I would just leave most of the 
oil we have here, and I’d pay 
whatever the Arabs charge for their 
oil and I’d pay it cheerfully and 
conserve my own. I think it’s going to 
be very precious stuff over the next 
200 years. And nobody else has my 
view, so it doesn’t bother me, I just 
think they’re all wrong. “ 
 

TEXAS PACIFIC LAND TRUST 
Warren Buffett recounted that the 
second stock he ever bought was 
Texas Pacific Land Trust when he 
was 13 or 14 years old. The company 
originated from the bankruptcy of the 
Texas and Pacific Railroad back in 
the 1880’s and owned approximately 
three million acres in Texas. Their 
charter said they could use the 
proceeds from land sales to 
repurchase stock every year, so they 
bought stock week after week after 
week. Buffett joked that he figured if 
he lived to be 100 and held onto his 
stock, he would soon own the whole 
company which hasn’t quite worked 
out that way. 
 

BUILT FOR FOREVER 
Warren Buffett said, “Berkshire is 
built for forever. There is no finish 
point.” He noted that even after he is 
gone, Berkshire Hathaway has a 
culture that has worked and a board 
of directors and shareholders that will 
carry it over the next 100 years. 
Charlie agreed that Berkshire’s 
culture will last a long time and 
should prosper pretty well even 
though the rest of corporate America  
is quite different. Buy. 
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