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Market  Update:  Consumer  product  manufacturers  have  not  been  immune  to  the  slowdown in  global

markets, particularly with fiscal tension in Latin America and Asia.

Millennial  managers,  geopolitical  tension and complex currency headwinds,  including bond issuance in

countries like Poland, Brazil and China, have built dubious minds about conglomerates like Carrefour SA

(CA.FP),  Colgate-Palmolive  Co (CL),  Johnson & Johnson (JNJ),  Kellogg Co (K),  the  Kraft  Heinz  Co

(KHC),  Nestle  SA  (NSRGY),  and  the  Procter  &  Gamble  Co  (PG),  amid  challenging  competitive

environment too.

Mead Johnson Nutrition Co (MJN) is the long established baby foods maker that is gaining popularity on

Chinese  supermarkets’ shelves  now.  The milk  producer’s  latest  premium infant  formula  supports  brain

development, immune system function, and digestive health. Mead’s new product will be delivered from the

Netherlands at some 10% discount to a similar product of Nestle. Leading yogurt maker Danone (DANOY)

also competes on the Asian markets.

Consolidation among food providers pulled off last year when the Kraft Heinz Co was created from the

merger of H.J. Heinz Co with Kraft Foods Group Inc. The combined company, now the third largest food

and beverage provider in North America and fifth largest worldwide, offers numerous brands like Heinz

ketchup, Maxwell House, Oscar Mayer, and Philadelphia. Annual revenue was last expected at $28 billion.

Hormel Foods Corp (HRL), the processed food distributor based in Austin, Minnesota, expanded the range

of  catered  products  upon  acquiring  organic  meat  supplier  Applegate  Farms  LLC in  May 2015.  Profit

margins as a result jumped alongside with share sales to the Guggenheim S&P 500 Equal Weight Consumer

Staples ETF (RHS). The fund also invests in ConAgra Foods Inc (CAG), General Mills Inc (GIS), and

Tyson Foods Inc (TSN). 

Hormel has authorized a quarterly dividend of 14.5 cents a share to be paid on May 16. In fiscal first quarter

of 2016 net earnings came in at $235.1 million or 43 cents per diluted share. Quarterly revenue was $2.39

billion, down 4% from last year. Fiscal 2015 earnings rang in $171.7 million or 32 cents a share adjusted

before a 4% dollar sale and the two-for-one stock split distributed on February 9.

Stocks to Watch:  Amazon.com Inc (AMZN) continues  to rely on advertising in addition to new retail

experiments,  similar  to  streaming  video and TV provider  Netflix  Inc (NFLX).  Margins  and valuations

remain hefty, but none of them have turned to stock-split programs. 

Cablevision Systems Corp (CVC) popped significantly in September 2015 on buyout news, but there is not

much left in the way of winning on the half-year, if the merger plan falls through for some reason. Shares

gained +4.02% to $32.91 in the past three months. Based on price-to-earnings ratios, Cablevision is more

expensive than the Time Warner Cable Inc (TWC) and Dish Network Corp (DISH). 

Netherlands-based Altice NV (ATC:NA) is seeking regulatory approval to acquire Cablevision for about

$17.7 billion and investments of $1.2 billion over  the following ten years,  Bloomberg said.  The Dutch

company therefore can add 3.1 million customers in the greater New York area to its total of 35 million

subscribers worldwide, namely in Europe, Israel and the Caribbean.

MGM Resorts International (MGM) shares gained +4.46% to $21.44 in the past week since the company

announced plans to launch an IPO of its REIT arm MGM Growth Properties LLC. The casino operator



expects  to  raise  $100  million  and  retain  control  of  the  REIT,  as  approved  by  the  Nevada  Gaming

Commission.

Nvidia Corp (NVDA) beats mainline computer hardware companies with its graphic design segment and

chips that cater to gamer-aimed devices. After posting quarterly earnings of 40 cents a share in November,

Nvidia’s stock is up +8.18% to $35.63 year to date.

Verisign Inc (VRSN), a leader in domain name registry and online payment security, has enjoyed growing

demand from American and international enterprises. The company registered 1.68 million net new domain

names in the most recent quarter. This year earnings per share are set to jump by over 12%. 

Businesses spanning to retailer Target Corp (TGT) and insurer Anthem Inc (ANTM) have demanded trust

and online security as integral parts of daily operations with clients. 

Meanwhile,  retailers  based  in  California  are  including  in  their  financial  prospects  the  new  legislative

proposal that will raise the minimum wage in the state to $15 per hour by 2023. 

Restaurants  gained  from  lower  land  and  livestock  produce,  and  California  chains  like  El  Pollo  Loco

Holdings Inc (LOCO) and the Habit Restaurants Inc (HABT) should not be impacted, not until later in 2017

or 2018. Wal-Mart Stores Inc (WMT) in the interim is building its diary processing plant in Fort Wayne,

Indiana. 

Earnings Season: Companies beating estimate in the past four quarters are: American Public Education Inc

(APEI), BlackRock Capital Investment Corp (BKCC), Daqo New Energy Corp (DQ), and MiMedx Group

Inc (MDXG).  

Gilead  Sciences  Inc  (GILD)  registered  solid  gains  since  two  years,  up  +25.65%  to  $92.81.  The

biotechnology company, headquartered in Foster City, California, sells medicines in North America, South

America, Europe and the Asia-Pacific. Fourth-quarter revenue increased on-year 16.4% to $8.51 billion.

Quarterly earnings came in at $3.32 per share compared with $2.43 per share a year before.

HCA Holdings  Inc  (HCA),  the  large  private  hospital  operator  based  in  Nashville,  Tennessee,  projects

earnings growth of 12.3% for the current year, and will issue one-billion worth of senior notes as well. The

company’s revenue rose 6.4% to $10.25 billion in the fourth quarter ended December 31.

In financial services news, Forestar Group Inc (FOR) projects triple-digit earnings growth this year thanks to

its real estate, and oil and gas services. Asset manager Fortress Investment Group LLC (FIG) has a positive

estimate is of 18.97% increase. Lending provider HomeStreet Inc (HMST) expects yearly profit growth of

12.06% and credit card operator Synchrony Financial (SYF) sees earnings up 6.46%. 

Shares of Urban Outfitters Inc (URBN) jumped +2.96% or 95 cents to $34.04 on Friday morning after the

apparel  retailer  gave  an  upbeat  outlook for  the  current  quarter,  projecting  low single-digit  increases  in

comparable sales. In fiscal fourth quarter 2016 net sales came in at $1.01 billion and earnings were 61 cents

a share. Better ranked retailers are American Eagle Outfitters Inc (AEO), Express Inc (EXPR), and Foot

Locker Inc (FL).

Tesla Motors Inc (TSLA), the electric-car maker that reported a fourth-quarter loss on revenue of $1.75

billion in February, launches the much-awaited Model 3 today with early pre-orders jumping to 180,000

from 100,000. Analysts however are cautious on possible short-lived upturn in Tesla’s stock value.


