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while the last Friday of November may have 
been black for shoppers, it was all red for equities. As the world became 
acquainted with a less familiar Greek letter — omicron — investors con-
templated what a more infectious covid strain would mean for econo-
mies and corporate earnings. With stocks suffering their worst drop of 
the year, however, we were quickly reminded why bonds still have a 
place in most portfolios, as capital rushed to safety. At the same time, the 
oft-marketed idea that crypto is the new “store of value”, instead of a su-
percharged risk asset, was tested when Bitcoin plunged by more than 
10% against the USD on the same day. 

 

 

 

 

 

 

 

as anyone who’s 
asked us for a market prediction likely knows, we’re apt to reply that we 
can’t guess where broad indices will go, but really like the holdings that 
comprise our portfolios. While this may sound dismissive, the charts be-
low for Alphabet provide an example of what we mean. So far in 2021, 
the stock is up more than 65% yet, on a traditional valuation basis, it’s ac-
tually less expensive than it was at the beginning of the year. As much as 
price has jumped, expected earnings have grown even faster, a trait that 
underpins our comfort with this and many of our equity positions. 

 

 

 

 

 

 

 

 

first, over its history, the 
S&P 500 is more likely to experience a 20% up year than a negative one 
of any amount. Second, since 1950, the S&P has posted a calendar year 
gain of 20% or more 19 times and, on 16 of those occasions, the follow-
ing 12 months produced a positive result with an average return of about 
12%. With the index up roughly 25% so far in 2021, those with a pen-
chant for probabilities will be watching to see if the year-to-date advance 
can hold through the waning days of December! 

In November, we liquidated long-
term holding Diageo PLC in DM 
Foreign Equity and added this 
capital to Visa, whose shares had 
weakened recently alongside 
others in the payments space. 

It’s been a bit of a wait, but our 
patience with ORCL has been 
well-rewarded this year, with the 
stock returning more than 60% to 
early December. The prolific rise 
was capped by a one-day gain of 
16% when the company an-
nounced a sharp earnings accel-
eration in its cloud-based applica-
tions, including a 35% surge in 
Fusion ERP, its financial software 
for large businesses, and a 29% 
gain in NetSuite ERP, which 
serves smaller companies. Recent 
success, however, has not come 
easily as the company was late to 
the cloud and fell behind compet-
itors like Salesforce.com, which 
concentrated on software ser-
vices, Amazon, which took the 
lead in the infrastructure space, 
and powerhouse Microsoft Azure. 
ORCL’s November earnings re-
port, however, suggested that it’s 
further along in its transition than 
investors had earlier believed and 
is becoming a formidable player 
in the space. Management also 
guided above expectations for 
fiscal 2022 and reported that the 
company bought back $7bn of its 
stock in the most recent quarter, 
meaning that over the past dec-
ade it has retired more than 50% 
of shares outstanding at an aver-
age price of less than half the cur-
rent level. 


