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Markets at a Glance 

Index Prices as of 01/29/2021, Bond Yields as of 02/01/2021 

 

 

 

CURRENT 

PRICE 

ONE MONTH 

CHANGE 

YEAR TO DATE 

CHANGE 

S&P 500 3,714.24 -0.34% -1.11% 

Dow Jones Industrial 29,982.62 -1.16% -2.04% 

MSCI World Index 2,661.69 -0.76% -1.05% 

10-Yr US Treasury Yld 1.0689  17.24%  17.24% 

30-Yr US Treasury Yld 1.8361 10.86% 11.58% 

      Source: FactSet and Bloomberg 

 

 
Source: FactSet 
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VALUES AS OF 

02/01/2021 

CURRENT 

PRICE 

ONE MONTH 

CHANGE 

YEAR TO DATE 

CHANGE 

Crude Oil WTI $53.41 12.16% 10.10% 

Crude Oil Brent $56.25 10.16% 8.63% 

Natural Gas $2.848 10.34% 12.21% 

Gold $1,859.85 (spot) -4.28% -2.02% 

Silver $28.89 (spot) 6.11% 9.52% 

Copper $355.05 -0.11% 0.91% 

Platinum $1130.80 (spot) 5.33% 5.57% 

Corn $544.25 12.45% 12.45% 

Wheat $649.25 1.37% 1.41% 

                                 Source: Bloomberg 

 

The Outlook for Equities 

from Nancy Tengler, Portfolio Manager & Chief Investment Officer 

 
The productivity of productivity:  Year-to-date productivity has grown at an annual rate of 8%, but 
don’t get too excited.  While this year’s growth is the fastest pace since the 1960s, it is not 
sustainable since about half the improvement in productivity is due to what is called labor 
reallocation.  That is, the reduction in low-paid jobs inflates aggregate labor productivity even if 
there haven’t been true efficiency gains.   Still, we expect improving productivity as capex spending 
continues to grow—especially tech capex.  Note that tech capex grew during 2020—remarkable.  
  
(As a benchmark, since the end of the Great Recession (2010 to 2019) productivity has improved 
at a lethargic annual rate of 1%.)  
 

 
Source:  Cornerstone Macro, January 12, 2021 
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This secular trend in capex spending is one reason we believe that technology will continue to 
provide investors with strong returns in the coming year. It is also why technology is one of our 
over weights.  Not all technology, but the companies who build cloud and data pipes and 
companies that help old economy companies digitize and become part of the tech/productivity 
boom.  The trend is firmly in place, catalyzed by the many ways American consumers and 
businesses adapted to the shutdown.  
 
The correction that refreshes:  We have discussed our expectation for a correction during the first 
quarter of this year.  The market has run hard and fast up 68.5% from the end of the bear market 
on March 23, 2020 through Friday, January 29, 2021.  Corrections, on average, appear every 12 
months.  But equally important is that historically, markets tend to correct when there is a change 
in party in the White House.  Expected policy change is often different than reality.   Stocks often 
weaken in the first 100 days.  We believe it is a buying opportunity.  
  

 
 Source:  Strategas, January 28, 2021 
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The perils of market timing: We have been talking about expectations for a market correction for 
over a month.  Whether last week was the beginning or not remains to be seen.  Though markets 
experience a correction (5-15%) on average every 12 months, each correction feels like “the big 
one.”  We expect this correction to be a buying opportunity as we believe the market reset last 
March was. We also believe we are in the early stages of a new bull market, which is why I’ve 
included the chart below from our friends at Strategas.  The data confirms what my 30+ years’ 
experience has witnessed:  remaining fully invested is the best investment strategy.  Over the last 
25 years (and just about any other period measured), remaining fully invested in the S&P 500 
produced an annualized return of 8.4%.  Missing just the five best days over that 25 year period 
dropped your annualized return to 6.5%.  And that assumes investors had the wherewithal to get 
back in.  
 

 
                                 Source: Strategas, January 28, 2021 

 

Bonds & Fixed Income 

from Jason Weaver, CFA, Head Trader & Portfolio Manager 

 

With nearly all market participants’ attention focused on Reddit-driven volatility, fixed income 

markets have been contrastingly boring.  Coming into 2020, our long duration position began to 

look less and less attractive as rates looked to sell off ahead of further stimulus driven by the DNC 

senate victories in Georgia.  Thus, despite our expectation of a slowdown in the early part of this 

year, rates seem poised to close the year higher as bonds have ceased to rally, even on negative 

headlines (possibly implying more stimulus).  To replace this portion of our portfolio, we have 

deployed the capital to bolster our position in BKLN (the Invesco Senior Secured Loan ETF), which 

holds syndicated loans issued by companies in the high yield category, albeit with little interest rate 

risk and much more room for improvement versus the high yield bond universe.  We have been 

seeing growing investor inflows into this class and expect it to be one of the best performing 

subclasses of the fixed income universe in 2021. 
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Convertible Securities 

from Stan Rogers, Portfolio Manager 

Boston Scientific (BSX) announced that it is acquiring privately owned Preventice Solutions for up 
to $1.225 billion (BSX already owns 22% of the company).  The company is a leader in the mobile 
cardiac monitoring area and will fit in with BSX’s cardiac rhythm management and arterial 
fibrillation franchises. 
 
Southwest Air (LUV) is still feeling the impact from COVID-19. The company posted its first 
annual loss in 48 years. The Q4 loss was better than expectations, but revenue was slightly below 
consensus.  Revenue per passenger miles and revenue per available seat miles were both below 
company projections.  Management did express optimism that the current vaccine rollout should 
be the beginning of the end of the pandemic. 
 
Stanley Black and Decker (SWK) reported earnings and sales for the fourth quarter that easily 
surpassed expectations.  Tools, storage, and industrial sales were all strong, while security sales 
were slightly weak.  The company raised earnings guidance for 2021. Management expressed 
optimism on the upcoming year, especially after posting solid sales, margin, and free cash flow 
growth in a difficult environment. 
 
Danaher (DHR) released Q4 earnings and revenue that were above estimates.  The company 
guided Q1 and FY21 higher as well.  COVID bioprocesses remains a tailwind for the company, and 
non-COVID business segments also showed a positive trajectory. 
 
Western Digital (WDC) announced Q2 earnings and revenue that were above consensus estimates 
and raised guidance for Q3. Memory and storage markets are improving, aided by 5G, new 
products, and a better macroeconomic outlook, which should boost margins and earnings.  After 
the positive report, many analysts raised their price targets on the stock. 
 
Transactions: 

Approximately an 1.5% position was initiated in Lumentum (LITE) 0.50% convertible bond. Bond 
became registered last month, and stock had moved up quite a bit. However, on 1-19, the company 
announced their intention to acquire Coherent (COHR), and the stock was punished, providing us 
an attractive entry point. LITE develops 3D sensing products, and optical communications 
components. COHR’s products are used in semiconductor manufacturing and instrumentation 
applications.  The acquisition provides LITE to participate in broad end-markets beyond 
smartphones and communications.  The company was successful in the integration of the Oclaro 
purchase previously.  

The 0.50% bond matures on 12-15-2026, and while not officially rated, models out with a BB 
implied credit profile. The bond trades on a 73 delta and provides a +60%/-48% participation rate 
on a +/- 25% move in the common. The common does not pay a dividend, so there is a 40-bps 
income advantage. 
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Strategic Equity Income News/Earnings: 
 
Morgan Stanley (MS) had an impressive earnings report, exceeding estimates for earnings per 
share (EPS) and revenue.  All segments performed well, including Fixed Income Clearing 
Corporation (FICC), equity sales and trading, wealth management, and investment banking. 
 
Citizens Financial Group (CFG) report an earnings and revenue beat, which was aided by loan loss 
provisions and higher than expected fee income. Net interest margin (NIM) was below 
expectations while net interest income (NII) was in line. 
 
Brunswick Corp. (BC), a producer of indoor and outdoor recreation markets, had an impressive 
Q4. Earnings and revenues exceeded estimates by a sizeable margin, and the company raised 
guidance for 2021. Despite the pandemic, the company managed to expand margins and generated 
record free cash flow. 
 

 

Global Equity 

from Arthur B. Laffer, Jr., Portfolio Manager 

The Little (Economic) Engine that Could! 

Taiwan’s economy grew faster than that of China for the first time in 30 years on strong demand 
for technology exports combined with almost non-existent COVID infections, which left the 
economy in great shape. 

4th quarter GDP was up +4.9% compared with the same period a year earlier, which put 2020 at 
+2.98%. This was better than the +2.3% 2020 reported by China. How you like them apples? 
Taiwan’s official statistics agency stated that this was the first time the country had outpaced China 
over the course of a full year since 1990. 

It was also Taiwan’s fastest quarterly growth since the first quarter of 2011 and well above the 
market consensus estimate of +3.6%. Electronic components, the lion’s share of Taiwan’s exports, 
registered a +21.25% increase in the 4th quarter of 2020. Boom! 

In stark contrast to most developed countries, the Taiwanese economy was also boosted by healthy 
domestic demand, due to its successful containment of the coronavirus pandemic; Taiwan has only 
logged 899 Covid-19 infections and seven deaths. Residents’ consumption in the country increased 
by +4.3% year-on-year in the 4th quarter. 
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Equity Hedging 

from David Jeffress, Portfolio Manager 

 

Despite all of the optimism we are witnessing in equity markets, volatility is painting a much 
different picture.  The CBOE Volatility Index, or VIX, has remained elevated in what has become a 
historic divergence between the “fear gauge” and rallying stock prices. 
 

According to Bloomberg data, the VIX has not closed below 20 since February of 2020, and its 
current levels are roughly six points higher than a decade long average. 
 

 
 
For comparison, the VIX has remained elevated from the COVID related market crisis for 10 
months now; it took 15 months to normalize after the global financial crisis caused similar 
disruptions in volatility. 
   
As a reminder, the VIX uses the options market to measure the 30-day implied volatility of the S&P 
500.  While there is no simple explanation for these currently elevated levels, and while we continue 
to remain optimistic for stocks in the long term, the VIX certainly remains something to watch, 
and may be a harbinger for short-term market volatility in 2021, confirming our fundamental view 
that the market is likely to pull back and consolidate. 
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Portfolio Companies’ Earnings Releases for This Period 
Fastenal Company (FAST) 
Procter & Gamble Company (PG) 
Intel Corporation (INTC) 
Raytheon Technologies Corp (RTX) 
3M Company (MMM) 
American Express Company (AXP) 
D.R. Horton, Inc. (DHI) 
Johnson & Johnson (JNJ) 
Texas Instruments Inc. (TXN) 
AT&T Inc. (T) 
Starbucks Corporation (SBUX) 
Microsoft Corporation (MSFT) 
Lam Research Corporation (LRCX) 
Apple Inc. (AAPL) 
ServiceNow, Inc. (NOW) 
T. Rowe Price Group (TROW) 
McDonald’s Corporation (MCD) 
Comcast Corporation (CMCSA) 
Facebook, Inc. (FB) 
Honeywell International (HON) 
Chevron Corporation (CVX) 
 
Nancy Tengler’s Recent USA Today Articles   
Joining a Reddit Revolution is Not an Investment Plan (Jan 28) 
As You Reshuffle Your 401(k) for the Biden Administration, Look Across the Pond (Jan 24) 
After the Dow Jones Industry Average Hit 30K, What’s Next? (Dec 6) 
 
Nancy Tengler’s Recent Media Appearances 
Stocks Close Sharply Lower Ahead of Big Earnings (Cheddar, Jan 27) 
Trendsetter to Know: Nancy Tengler (Trendsetters AZ Foothills, Jan 26) 
Semiconductors Are Due for a Pullback (CNBC, Jan 14) 
As GameStop Surges, Market Analysts Name Other Stocks (CNBC, Jan 14)  
Trader’s On the Disconnect Between Washington & Wall Street (CNBC, Jan 7) 
Why This Investor Says Bonds Are Riskier Than Stocks (CNBC, Jan 7)  
Employment Report Could Accelerate ‘Epic’ Stimulus Package (Fox Business, Jan 6) 
Bloomberg Markets: The Close (Bloomberg, Jan 5) 
Market Corrections Are ‘Painful But Necessary’ In The New Year (Yahoo! Finance, Jan 4) 
Investors Should Expect a First-Quarter Stock Correction in 2021 (CNBC, Dec 28) 
Apple is Doing a Lot of Things Right Now with its Fitness Subscription App (CNBC, Dec 15) 
How to Prepare Your Investing Strategy for 2021 (Fox Business, Dec 11) 
Walmart is a Solid Bet as Rally Presses Pause (CNBC, Dec 7) 
Emerging Markets Near Three Year High (CNBC, Dec 7) 
AstraZeneca Vaccine News Boosts Stocks Despite Surging Covid Infections (CNBC, Nov 23) 
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Broadcom Inc. (AVGO) 
FedEx (FDX) 
International Flavors & 
Fragrances, Inc. (IFF) 
Palo Alto Networks, Inc. (PANW) 
Morgan Stanley (MS) 
Boeing (BA) 
Goldman Sachs (GS) 
Visa (V) 
AbbVie (ABBV) 
Tiffany & Co. (TIF) 
Walt Disney Company (DIS) 
International Paper Company (IP) 
Salesforce.com (CRM) 
Micron (MU) 
Pfizer (PFE) 
AT&T (T) 
Boston Scientific Corp. (BSX) 
Western Digital Corp. (WDC) 
Fortive Corp. (FTV) 
Pinnacle West Capital (PNW) 
Danaher Corporation (DHR) 
Southwest Airlines Co. (LUV) 
QUALCOMM Incorporated 
(QCOM) Dominion Energy (D) 
Booking.com (BKNG) 
Hannon Armstrong Sustainable 
Infrastructure Capital, Inc. (HASI)  
Becton, Dickinson and Co. (BDX) 
American Tower Corp. (AMT)  
Illinois Tool Works (ITW) 
Square, Inc. Class A (SQ)  
Ecolab Inc. (ECL) 
Snap-on Incorporated (SNA) 
Prudential Financial, Inc. (PRU) 
ServiceNow, Inc. (NOW) 
Facebook, Inc. (FB) 
Home Depot, Inc. (HD) 
Apple Computer, Inc. (AAPL) 
Walmart Inc. (WMT) 
Starbucks Corporation (SBUX) 
Microsoft Corp. (MSFT) 
Johnson & Johnson (JNJ) 
Cisco Systems, Inc. (CSCO) 
Amgen Inc. (AMGN) 
JPMorgan Chase & Co. (JPM) 

Texas Instruments Inc. (TXN) 
United Parcel Service, Inc. (UPS) 
McDonald’s Corporation (MCD) 
PepsiCo, Inc. (PEP) 
Medtronic Plc (MDT) 
Dominion Energy (D) 
PNC Financial Services Group, 
Inc. (PNC) 
BlackRock, Inc. (BLK) 
Roku, Inc. (ROKU) 
Chevron Corporation (CVX) 
Lam Research Corp. (LCRX) 
II-VI Incorporated (IIVI) 
3M Company (MMM) 
Roku, Inc. (ROKU) 
Coca-Cola Company (KO) 
Comcast Corporation (CMCSA) 
D.R. Horton, Inc. (DHI) 
Fastenal Company (FAST) 
Intel Corporation (INTC) 
Procter & Gamble Company (PG) 
T. Rowe Price Group (TROW) 
Raytheon Technologies (RTX) 
Chipotle Mexican Grill (CMG) 
Target Corporation (TGT) 
Alphabet Inc. Class A (GOOGL) 
American Express Co. (AXP) 
Honeywell International (HON) 
Lowe’s Companies, Inc. (LOW) 
Splunk Inc. (SPLK) 
Ulta Beauty Inc. (ULTA) 
Amazon.com Inc. (AMZN) 
Emerson Electric Co. (EMR) 
BCE Inc. (BCE) 
Tyson Foods (TSN) 
Magellan Mid. Partners (MMP) 
Lululemon Athletica Inc. (LULU) 
CVS Healthcare Corp. (CVS) 
Taiwan Semi. Manuf. Co. (TSM) 
Truist Financial Corp. (TFC) 
Lockheed Martin Corp. (LMT) 
BHP Group (ADR) (BHP) 
Lumentum Holdings, Inc. (LITE) 
NVR, Inc. (NVR) 
Twitter, Inc. (TWTR) 
Freeport-McMoRan, Inc. (FCX)

Completed Analysis Items for Portfolio Companies 
*To request a company analysis, please email info@laffertengler.com. 
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Strategy Change Notes  

Changes to Equity Growth 
 

No Updates for this Period 
 
 
 

Changes to Equity Income 
 

No Updates for this Period 
 

 
Changes to Concentrated Equity 

 
No Updates for this Period 
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THE LAFFER TENGLER INVESTMENTS DISCIPLINE 

Discipline is key to sustainable long-term total returns: 

• At Laffer Tengler Investments we use two, time-proven stock valuation metrics (both 

pioneered by our team) that are consistent and robust indicators of value:  Relative Dividend Yield 

(RDY) and Relative-Price-to-Sales Ratio (RPSR). 

  

• Why not use earnings like almost everyone else?  Because earnings are often an unreliable 

indicator of value. In May of 2016, I published the following:   

 

Earnings reported by corporations have always been subject to the vagaries of accounting 

gimmickry.  You don’t have to be a novice to scratch your head at the way managements (or 

governments for that matter!) account for various items.   
 

A recent case in point:  The Wall Street Journal (Thursday, February 25, 2016) reported that 

according to FactSet, pro forma earnings for S&P 500 companies rose 0.4% in 2015.  Using 

generally accepted accounting principles or GAAP, earnings per share actually fell 12.7% in 2015 

(this according to S&P Dow Jones Indices).  The author’s point is that according to GAAP earnings, 

investors are paying a great deal more for stocks than they think.  The price-to-earnings ratio 

(P/E) on pro forma earnings (which is the most commonly accepted method) is 17x 2015 earnings.  

But when GAAP earnings are considered, the P/E jumps to more than 21x.   

 

It is important to remember that the P/E ratio for any given stock is only as good as the price 

input (a fact) and the reported earnings input (apparently not a fact at all). 

   

• RDY measures the yield of a 

particular stock compared to the yield 

on the S&P 500 and does so over long 

periods of time.  Since a stock’s relative 

yield and relative price are inverse, we 

can generally conclude that as a stock’s 

yield is rising, its price is declining—

similar to a bond.  Consequently, a 

rising RDY provides an opportunity for 

investors to at least consider an 

underperforming, cheaply valued stock for purchase.  
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• Company managements and boards of directors pay the dividend out of free cash flow, not 

earnings.  In maturing U.S. companies these seasoned professionals often operate within a 

“dividend paying culture” and set the dividend as a portion of long-term, sustainable real earnings 

power because management teams are loathed to cut dividends. 

• The relative nature of the RDY metric is also important because it measures the relative 

attractiveness of a stock compared to its own history and compared to the S&P 500. (In 1992, I co-

authored Relative Dividend Yield, Common Stock Investing for Income and Appreciation with 

Tony Spare) 

 

• RPSR: In fallen-angel growth 

companies where the dividend is less of 

a factor in management’s calculus, we 

look at sales—a fact.  Rarely are sales 

manipulated and when they are 

someone usually goes to jail.  The price-

to-sales ratio measures how much 

investors are paying for a unit of sales, 

the relative price-to-sales ratio reveals 

what investors have historically paid for 

a particular company’s sales compared to what they are paying for the sales of all the companies in 

the S&P 500.  In 2003, I authored New Era Value Investing, John Wiley & Sons where I outline 

the benefits of RPSR in stock selection. 

• Discipline, in summary, is the only way to navigate volatile markets. We remain disciplined 

and over time that consistency generates excess return.  

 

Fundamental Research reduces the ownership of terminally cheap companies:  

Meet the 12 Fundamental Factors. 

Our proprietary research approach analyzes fundamental qualitative and quantitative factors. 
 

• Qualitative Factors:  Catalyst for Outperformance, Franchise Value & Market Growth, Top 

Management/Board of Directors. 
• Quantitative Factors:   Sales Growth, Operating Margins, Relative P/E, Positive Free Cash 

Flow, Dividend Coverage/Growth, Asset Turnover Ratio, Use of Cash (buyback, debt, div.), 

Leverage, Financial Risk. 
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General Disclosures  

Advisory services offered through Laffer Tengler Investments, Inc. Information and commentary provided by Laffer 
Tengler Investments, Inc. (“Laffer Tengler”) are opinions and should not be construed as facts. The market 
commentary is for informational purposes only and should not be deemed as a solicitation to invest or increase 
investments in Laffer Tengler products or the products of Laffer Tengler affiliates. The information contained herein 
constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor 
or potential investor. This report is not intended to be a client-specific suitability analysis or recommendation, an offer 
to participate in any investment, or a recommendation to buy, hold or sell securities. Do not use this report as the sole 
basis for investment decisions. Do not select an asset class or investment product based on performance alone. 
Consider all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity 
needs and investment time horizon. There can be no guarantee that any of the described objectives can be achieved. 
Laffer Tengler Investments, Inc. does not undertake to advise you of any change in its opinions or the information 
contained in this report. Past performance is not a guarantee of future results. Information provided from third parties 
was obtained from sources believed to be reliable, but no reservation or warranty is made as to its accuracy or 
completeness. 
  
Different types of investments involve varying degrees of risk, and there can be no assurance that any specific 
investment will be profitable. The price of any investment may rise or fall due to changes in the broad markets or 
changes in a company’s financial condition and may do so unpredictably. Laffer Tengler Investments, Inc. does not 
make any representation that any strategy will or is likely to achieve returns similar to those shown in any performance 
results that may be illustrated in this presentation. There is no assurance that a portfolio will achieve its investment 
objective. 
  
Definitions and Indices 
 
The S&P 500 Index is a stock market index based on the market capitalization of 500 leading companies publicly 
traded in the U.S. stock market, as determined by Standard & Poor’s. Unless otherwise noted, index returns reflect 
the reinvestment of income dividends and capital gains, if any, but do not reflect fees, brokerage commissions, or 
other expenses of investing. Investors cannot make direct investments into any index. 
  
Laffer Tengler Investments, Inc. is a Registered Investment Advisor. Registration with the SEC or a state securities 
authority does not imply a certain level of skill or training. Laffer Tengler’s advisory fee and risks are fully detailed in 
Part 2 of its Form ADV, available on request. 
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