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Markets at a Glance 

Index Prices as of 02/26/2021, Bond Yields as of 03/01/2021 

 

 

 

CURRENT 

PRICE 

ONE MONTH 

CHANGE 

YEAR TO DATE 

CHANGE 

S&P 500 3,811.15 -1.00% 1.47% 

Dow Jones Industrial 30,932.37 -0.02% 1.06% 

MSCI World Index 2,829.67 -0.99% 1.37% 

10-Yr US Treasury Yld 1.4170  31.31%  55.17% 

30-Yr US Treasury Yld 2.1906 18.17% 33.18% 

      Source: FactSet and Bloomberg 

 

 
Source: FactSet 

 

 
                         Source: FactSet 
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VALUES AS OF 

03/01/2021 

CURRENT 

PRICE 

ONE MONTH 

CHANGE 

YEAR TO DATE 

CHANGE 

Crude Oil WTI $60.64 12.42% 24.98% 

Crude Oil Brent $63.34 12.40% 22.28% 

Natural Gas $2.777 -2.35% 9.37% 

Gold $1,724.97 (spot) -6.15% -9.13% 

Silver $26.58 (spot) -0.38% 0.67% 

Copper $411.95 15.91% 8.78% 

Platinum $1,188.51 (spot) 8.22% 21.92% 

Corn $547.50 0.00% 11.31% 

Wheat $643.75 -3.02% -0.59% 

                                 Source: Bloomberg 

 

The Outlook for Equities 

from Nancy Tengler, Portfolio Manager & Chief Investment Officer 

 
Bitcoin and ESG:  The total market value of Bitcoin is within 5% of one trillion dollars.  That kind of 
rally creates demand of its own.  But here’s the rub:  eventual regulation (Washington doesn’t like 
anything it can’t regulate or tax—cannabis is next on the docket, but we would argue Bitcoin may 
not be far behind).  There may be another backlash on the horizon, a backlash of the ESG and clean 
energy movement.  Why?  Well, Bitcoin mining’s annual electricity consumption puts it in the range 
of a top thirty country’s electricity consumption.  Bitcoin mining uses around the same electricity as 
the entire population of Pakistan (217MM people) or the same as developed world Holland 
(17.5MM people) according to Deutsche Bank.  As the value of Bitcoin rises, so does the incentive 
to mine, and the consumption of energy will continue to accelerate.  
 
The minimum wage debate and why it matters.  In a recent appearance, I was asked about the 
minimum wage proposal currently floating around Washington D.C.  A federally mandated 
minimum wage of $15 sounds noble, but the unintended cost of the federal government mandating 
what private businesses should pay their employees in NYC (where the cost of living is high) and, 
say, Sparks, Nevada (with a relatively low cost of living) is epically high. The cost will be in jobs, 
likely millions, that will be lost.  The CBO determined that by raising the federal minimum wage to 
$15 from its current $7.25, 1.4M jobs would be lost.  This is likely an understatement.  Note that in 
January, the City Council of Long Beach, CA adopted an ordinance requiring large grocery-store 
chains to pay employees an additional $4/hour.  The Council thought this would serve as a reward 
for working during the COVID crisis.  Kroger & Co. announced it would close two supermarkets in 
Long Beach; nearly 200 grocery workers lost their jobs. This is only the beginning. As Thomas 
Sowell said:  whatever a government might set it at, “the real minimum wage is always zero.”  Small 
businesses are already struggling due to shutdowns and limited reopening in many states.  Adding 
on an additional burden will cause marginal businesses to shutter their doors and others to reduce 
expenses.  The collateral damage will be jobs.  It’s just math.  
 
Publicly Traded Companies on the rise:  We have written about this in the past—as the number of 
publicly traded companies have decreased, the amount of liquidity in the system has increased, 
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causing an abundance of supply of dollars seeking viable companies in which to invest.  The Wilshire 
5000 index (founded in 1974) now includes 3500 stocks.  The number of public companies peaked 
in 1997 and has been in steady decline due to mergers and acquisitions as well as failure.  The recent 
increase in initial public offerings has increased the supply, which provides investors more 
opportunities at the margin. 
 
  

 

Source:  Strategas, February 19, 2021 
  
Manufacturing Bottlenecks: In my most recent Tengler Report, I discuss bottlenecks and the risk of 
(at the very least) price shocks that may spook the market in the near term.  Our friends at Strategas 
conduct what they call their Proprietary SLIM Survey (2/12-2/18) conducted by Norbert Ore, the 
former Chair of the Manufacturing Business Survey Committee at ISM.  Important to note:  58% of 
manufacturers surveyed say new orders are better, 32% the same and 10% are worse.  This is 
important because the goods sector is filling the gap in economic activity normally provided by a 
sidelined consumer.  As vaccinations ramp and consumers return to some level of normalcy, we 
expect to see a significant boost in demand all the while manufacturing continues to thrive.   
 
Supplier delivery times have slowed.  Oddly this is good news indicating demand is outpacing 
production.  But buyer beware:  with a backlog in orders, more online shopping, costlier freight rates 
combined with slow supplier delivery times will likely result in a period of higher inflation.  As we 
discuss in our report, we don’t expect these price shocks to sustain.  
 

 

Bonds & Fixed Income 

from Jason Weaver, CFA, Head Trader & Portfolio Manager 

 

Last week, fixed income markets displayed some of the strongest gyrations from a jump in volatility 
not seen since early 2020.  The primary driver here has been rising inflation expectations, which 
some expect may possibly get out of control – and way ahead of the Fed’s allowable average target 
of 2 percent.  Things have calmed down somewhat due mostly to more clarification by the fed that 
they stand ready to ease market stresses (read: Implement Yield Curve Control, though we think 

https://laffertengler.com/wp-content/uploads/2021/03/The-Tengler-Report-02-23-21.pdf
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this could have wider ranging effects internationally). We would consider this a rather edge case and 
are somewhat skeptical given the “wolf calls” of massive inflation coming in 1998, 2000, 2001, 2009, 
and 2013, none of which amounted to anything. TIPs break evens (the CPI inflation rate that would 
cause 10 YR TIPs securities to return the same as a US 10YR Treasury Note ) are currently sitting 
at only a 2.19% rate, while in the shorter term of 2YRs is at a not so elevated 2.53% rate – hardly an 
end of the dollar scenario there.  
 
We continue to look for pockets of credit and asset class opportunity without extending duration, as 
we still think rates are likely to normalize higher this year.  

 

 

Convertible Securities 

from Stan Rogers, Portfolio Manager 

The past few weeks have seen a trend in the primary convertible market of 0% coupon bonds issued 
with conversion premiums north of the 60%-70% area. While these deals have been placed, they did 
not trade that well out of the gate. ENPH, HALO, DBX, and SPOT all fall into this category. The 
relative attractiveness of these issues is lacking… no income and very little equity optionality. 
Currently, I think there is more value in parts of the existing convertible universe, where one can find 
some income and delta. 

News/Earnings: 

CenterPoint Energy (CNP), caught amid severe winter weather in Texas and culminating with rolling 
blackouts and power outages, did release news the Energy Transfer (ET) would acquire Enable 
Midstream Partners (ENBL). CNP owns 54% of the ENBL partnership units. Upon closing, 
CenterPoint will receive $5 million in cash and a 6.5% stake in Energy Transfer. This transaction 
helps the company achieve their goal of eliminating the exposure to the midstream industry and focus 
on the regulated utility business. Also, the company reported Q4 earnings that surpassed estimates 
while revenue was slightly below. Guidance was essentially in line for the core utility business. 

Southern Company (SO) reported Q4 earnings that exceeded estimates, while revenue was below 
consensus and net income came in above. The main story for SO is the upcoming completion of the 
Vogtle nuclear facility. Unit 3 is scheduled to be completed by November of this year, while unit 4 is 
one year later, with both having a month of flexibility due to COVID disruptions. Hot functional 
testing is scheduled for late March, and fuel load could happen by July. These benchmarks are 
important to decrease risk and allow the company, and the stock, to move higher. 

DTE Energy (DTE) reported Q4 earnings and revenue that were above expectations. The company 
also announced that significant progress has been made to complete the spin-off of their midstream 
assets. The company is, like CenterPoint, wanting to focus on the regulated utility business. 
Management also commented of efforts to reduce greenhouse gas emissions and replacing of aging 
infrastructure, with a goal of net zero greenhouse gas emissions by 2050. 
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Hannon Armstrong Sustainable Infrastructure (HASI) delivered a Q4 beat on earnings and revenue, 
and management provided a very strong three-year forecast. HASI is optimistic on their growth 
prospects under the Biden administration, and increased the pipeline from $2.5 billion to $3 billion. 
With an expanding opportunity set, access to capital at attractive terms, and continued portfolio 
diversification, this ESG growth story remains solid. 

Sixth Street Specialty Lending (TSLX) Q4 results were mixed, as earnings were above expectations, 
while revenue and net investment income were a little light. The shortfall was attributed to a 
weighted-average new origination added to the balance sheet in December. The company did 
announce a special $1.25 per share dividend. The convertible bond will have the conversion ration 
adjusted upwards to reflect the dividend. The company also announced a secondary offering of 
common shares. Portfolio metrics were solid, and the company is well-positioned from a liquidity 
and leverage standpoint. 

Booking.com (BKNG) produced solid results despite the continuing impact for COVID related travel 
disruptions. Earnings and revenue were above consensus estimates for Q4. Management 
commentary was broadly positive, but they did recognize near-term challenges with travel demand. 
The company is well-positioned when leisure travel resumes. 

Palo Alto Networks (PANW) reported Q2 results that exceeded estimates on both earnings and 
revenue and guided FY2021 numbers higher. Highlights included strong network security growth 
and momentum in cloud and artificial intelligence security. Management did indicate they are 
considering a new equity structure. The only negative from the report was the migration of clients to 
a subscription-based offering. 

FTI Consulting (FCN) had an impressive Q4 report. Earnings and revenue were both above 
projections. The company guided revenue for 2021 above existing estimates. Net income decreased 
slightly due to a higher billable headcount. Business consulting, bankruptcy restructuring, and 
litigation activity should improve as economies open back up and business travel resumes. 

Blackrock TCP Capital (TCPC) reported net investment income ahead of consensus and above the 
current dividend level of $0.30. Non-accruals in the portfolio were essentially unchanged from a year 
ago, and book value is now above that from Q4 of 2019. 

Transactions 

 None for this period 

SEI News/Earnings 

Public Storage (PSA) Q4 report showed earnings and revenue above expectations. Same-store 
revenue and net operating income improved from the previous quarter. Occupancy and rental rates 
also improved. 
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Global Equity 

from Arthur B. Laffer, Jr., Portfolio Manager 

 

International Opportunity Portfolio 
Commentary for Changes Effective February 25, 2021  
 
Removed from the International Opportunity Model Portfolio 
Brazil: This has been a disappointing scenario lately. Brazil is the largest country in South America 
and has so much promise but can’t seem to get its act together enough to take advantage of all of its 
natural talents. The Bolsonaro government was able to push through pension reform as part of its 
overall economic reform package, but then things stalled out and COVID hit. Promised regulatory, 
tax and spending reforms stalled out and the economy went into a recession. More recently, the 
economy seemed to be turning a corner with a big legislative win for Bolsonaro, but then he sacked 
the head of the state oil company and put in a political hack, causing the markets and currency to 
falter on fears of economic mismanagement. Added to that are concerns about continued excessive 
spending by the government coming into next year’s elections.  Inflation expectations have been 
rising adding to poor Peso performance.  
 
Added to the International Opportunity Model Portfolio 
Chile: It has been a long time since there were any real investment opportunities available in 
South America that have been driven by fundamental long term investment themes.  Chile is hitting 
the mark on two fronts that make it attractive from an investment standpoint.  In the shorter term, 
Chile has had the best response to the COVID epidemic in the whole region. They have now 
vaccinated about 3.5 million people in a country of 19 million, putting them way ahead of any country 
in the hemisphere other than the United States. This is great news for their economy. Chile has a 
market-oriented economy characterized by a high level of foreign trade and a reputation for strong 
financial institutions and sound policy that have given it the strongest sovereign bond rating in South 
America. Exports of goods and services account for approximately one-third of GDP, with 
commodities making up some 60% of total exports. Copper is Chile’s top export and accounts for 
approximately one third of the world’s copper production. Our own Jonathan Berkowitz has 
estimated that copper production needs to rise over 7,000% to meet estimated demands due to the 
shift to electric batteries in the automobile and other industries.  Chile is in the copper business, and 
business is booming!  
 
 

Dividend Growth 

from Steven Shepich, Portfolio Manager 

 

Earnings Season Update: All but one company (AVGO) in the Dividend Growth Strategy have 
released their results for the December quarter. Overall, we have been relatively pleased with results. 
Most companies reporting have materially beaten analyst projections, as estimates have had a large 
degree of uncertainty due to COVID. On average, the 27 companies that have reported have beaten 
earnings per share (EPS) expectations by 14% and revenue expectations by 3%. 
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Several companies posted significant year-over-year growth despite the impact that COVID is having 
on the economy. Ten companies reported EPS growth of 20% or greater on a year-over-year 
comparison.  These were spread across financials (MS, JPM, PRU, and ARCC), technology (TXN 
and QCOM), and industrials (UPS and SNA). Both CCI and ABBV also reported strong year-over-
year results, but neither was related to overall sector strength. 
  
Other companies are seeing a much higher impact from COVID. Eight companies reported negative 
year-over-year EPS growth.  These include consumer discretionary holdings (MCD and SBUX), 
pipeline companies (KMI and MMP), and telecommunications holdings (T and BCE). The other two 
to report negative EPS growth were ETN and IBM, but neither of the declines were due to overall 
sector weakness. 
  
Dividend Update: There are eight companies that have increased their dividend this quarter.  The 
average year-over-year growth rate was 6%. 
 
 

Equity Hedging 

from David Jeffress., Portfolio Manager 

 

As volatility continues to be unpredictable, we have begun exploring additional instruments that 
could be used to supplement our protective put option purchases. One such instrument is the 
Volatility Index (VIX) itself. In times of market stress, the VIX has increased in value as the stock 
market has fallen in value, and often at an accelerated rate.  Because of this relationship, being long 
the VIX could be an effective hedge against the market, similar to being short the stock market itself. 
There is no way to own the VIX directly; an investor must gain exposure to the VIX either through 

the futures market, or indirectly, through exchange-traded funds that hold those VIX futures 

contracts.   

There are really three main ETF/ETN’s that have exposure to the VIX.  These funds hold short-term 

VIX futures that are rolled at settlement, so their performance, as measured by their tracking of the 

underlying index, is great in the very short-term, but weakens over the long-term. 

Over a one-year period (Chart #1 on the following page), the VXX and VIXY ETF’s have essentially 

the same performance, and both increased in value exponentially in 2020 when the VIX spiked, 

which is good news.  However, over a 5-year period (Chart #2 on the following page), you will see 

that VXX is the only fund that behaves relatively in line with the VIX; most likely simply because it 

has a shorter track record. 
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(Chart #1) 

 
 

(Chart #2) 
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In short, VIX alternatives via ETFs do exist, but they create two key challenges: 

1. VIX ETFs do not reflect the VIX index 
By any measure, VIX futures indexes—and therefore VIX ETFs—do a poor job tracking the VIX 
index. The VIX index is not investable directly, and over periods of a month or a year, the return 
pattern of VIX ETFs will differ drastically from that of the VIX index (as seen above in the 5-year 
chart). 
 

2. VIX ETFs tend to lose substantial amounts of money in the long run 
VIX ETFs are at the mercy of the VIX futures curve. Because the typical state of the curve is upsloping, 
VIX ETFs see their positions decay over time. Decay in their exposure leaves them with less money 
to roll into the next futures contract when the current one expires. The process then repeats itself, 
leading to massive double-digit losses over the course of a typical year. These funds almost always 
lose money long term. 
 

Our analysis of the VIX and its potential use in our hedging program is ongoing, and we will continue 
to evaluate opportunities to hedge our market risk in thoughtful and deliberate ways.  In the interim, 
we have purchased our final put option contracts for Q1 2021 and participants in this strategy are 
fully hedged through the end of the quarter.  
 
Sources: Fidelity and Bloomberg 
 
Portfolio Companies’ Earnings Releases for This Period 
United Parcel Service, Inc. (UPS) 
Amazon.com, Inc. (AMZN) 
Chipotle Mexican Grill, Inc. (CMG) 
Alphabet Inc. (GOOGL) 
Amgen Inc. (AMGN) 
AbbVie, Inc. (ABBV) 
Illinois Tool Works Inc. (ITW) 
Cisco Systems, Inc. (CSCO) 
Coca-Cola Company (KO) 
CVS Health Corporation (CVS) 
Ecolab Inc. (ECL) 
Walmart Inc. (WMT) 
Roku, Inc. (ROKU) 
Palo Alto Networks, Inc. (PANW) 
Home Depot, Inc. (HD) 
Medtronic Plc (MDT) 
Square, Inc. (SQ) 
Lowe’s Companies, Inc. (LOW) 
Salesforce.com, Inc. (CRM) 
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Nancy Tengler’s Recent USA Today Articles   
Volatility is Not a Bubble — Here’s Why the Market Will Likely Continue to Be Bullish (Feb 24) 
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) 
 
Nancy Tengler’s Recent Media Appearances  
Protecting Your Investment During a Pandemic (iHeartRadio, Feb 23) 
Why Nancy Tengler Says Bonds Are Riskier Than Stocks Right Now (CNBC, Feb 17) 
Lesser-Known Ways to Play the Surge in Auto Stocks (CNBC, Feb 9) 
Consumer Spending Expected to Grow in 2021 (CNBC, Feb 9) 
Podcast: Smart Investment Strategies for the Year Ahead (Barron’s Live, Feb 8) 
Consumers Are In ‘Excellent Shape’ as Stocks Hit Record Highs (Yahoo! Finance, Feb 8) 
The Breadth of Market Run is Impressive (CNBC, Feb 5)  
Bloomberg Markets: The Close (Bloomberg, Feb 3) 
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) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

https://laffertengler.com/nancy-tengler-special-to-usa-today-volatility-is-not-a-bubble-heres-why-the-stock-market-will-likely-continue-to-be-bullish/
https://laffertengler.com/nancy-tengler-special-to-usa-today-joining-a-reddit-revolution-is-not-an-investment-plan/
https://laffertengler.com/nancy-tengler-special-to-usa-today-as-you-reshuffle-your-401k-for-the-biden-administration-look-across-the-pond/
https://laffertengler.com/protecting-your-investment-during-a-pandemic/
https://laffertengler.com/why-nancy-tengler-says-bonds-are-riskier-than-stocks-right-now/
https://laffertengler.com/lesser-known-ways-to-play-the-surge-in-auto-stocks/
https://laffertengler.com/consumer-spending-expected-to-grow-in-2021/
https://laffertengler.com/podcast-smart-investment-strategies-for-the-year-ahead/
https://laffertengler.com/consumers-are-in-excellent-shape-as-stocks-hit-record-highs/
https://laffertengler.com/the-breadth-of-market-run-is-impressive/
https://laffertengler.com/bloomberg-markets-the-close-2/
https://laffertengler.com/stocks-close-sharply-lower-ahead-of-big-earnings/
https://laffertengler.com/trendsetter-to-know-nancy-tengler/
https://laffertengler.com/semiconductors-are-due-for-a-pullback/
https://laffertengler.com/as-gamestop-surges-market-analysts-name-the-other-stocks-that-could-see-short-squeezes/
https://laffertengler.com/traders-on-the-disconnect-between-washington-and-wall-street/
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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 Tech. Corp. (RTX) 
Chipotle Mexican Grill (CMG) 
Target Corporation (TGT) 
Alphabet Inc. Class A (GOOGL) 
American Express Co. (AXP) 
Honeywell Int’l Inc. (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) 
Dominion Energy, Inc. (D) 

 

Completed Analysis Item(s) for Portfolio Companies 
*To request any company analyses, please email info@laffertengler.com.  
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Trimble Inc. (TRMB) 
Littelfuse, Inc. (LFUS) 
Jacobs Engineering Group (J) 
Air Prod. and Chemicals (APD) 
Steel Dynamics Inc. (STLD) 
BorgWarner, Inc. (BWA) 

Lear Corporation (LEA) 
Exelon Corporation (EXC) 
Lockheed Martin Corp. (LMT) 
L3Harris (LHX) 
Corning Inc. (GLW) 

 

Strategy Change Notes  

Changes to Equity Growth 
 

TICKER NAME STRATEGIC 

CHANGE 

TACTICAL  

CHANGE 

REASON 

 GOOGL Alphabet Inc. No Change  No Change Sell down to 3.00%; 

reducing position size due to 

guidelines. 

AAPL Apple Inc. 3.50% - 3.00% 3.50% - 3.00% Sell down to 3.00%; 

reducing position size and 

guidelines due to valuation. 

COST Costco 

Wholesale Corp. 

2.00% - 1.50% 2.00% - 1.50% Buy up to 1.50%; adding to 

this position due to valuation. 

FCX Freeport-

McMoRan Inc. 

0.00% – 1.00% 0.00% – 1.00% Buy up to 1.00%; initiating a 

new position. 

 
 

Changes to Equity Income 
 

TICKER NAME STRATEGIC 

CHANGE 

TACTICAL  

CHANGE 

REASON 

 AAPL Apple Inc. 3.50% - 3.00%  3.50% - 3.00%  Sell down to 3.25%; reducing 

position size due to valuation. 

RTX Raytheon 

Technologies 

Corp. 

2.50% - 1.50% 2.50% - 1.50% Sell down to 1.50%; reducing 

position size due to sector 

exposure. 

BHP BHP Group Ltd. – 

Depository 

Receipt 

0.00% - 2.00% 0.00% - 2.00% Buy up to 2.00%; initiating a 

new position. 

MMM 3M Company No Change No Change Buy up to 2.50%; increasing 

position size due to 

guidelines. 

ABBV AbbVie Inc. No Change No Change Buy up to 3.50%; increasing 

position size due to 

guidelines. 
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BLK BlackRock Inc.  No Change No Change Sell down to 2.00%; reducing 

position size due to 

guidelines. 

AVGO Broadcom, Inc. No Change No Change Sell down to 4.00%; 

reducing position size due to 

guidelines. 

CVS CVS Health Corp. No Change No Change Buy up to 2.00%; increasing 

position size due to 

guidelines. 

JPM JP Morgan Chase 

& Co.  

No Change No Change Sell down to 3.50%; reducing 

position size due to 

guidelines. 

PNC PNC Financial 

Services Group 

2.50% - 3.00% 2.50% - 3.00% Buy up to 3.00%; increasing 

position size and guidelines. 

SBUX Starbucks  No Change No Change Sell down to 4.00%; 

reducing position size due to 

guidelines. 

 

Changes to Concentrated Equity 
 

TICKER NAME STRATEGIC 

CHANGE 

TACTICAL  

CHANGE 

REASON 

 HD The Home Depot, 

Inc. 

No Change  No Change Buy up to 8.00%; adding to 

position due to relative 

valuation. 

WMT Walmart, Inc. No Change No Change Buy up to 7.50%; adding to 

position due to relative 

valuation. 
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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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