
Stock Investing Amid Market Drawdowns and Rising Rates 

In a year that began with drawdowns in major stock indexes and anticipation for rising interest rates, 
Weitz co-CIOs Wally Weitz, CFA, and Brad Hinton, CFA, discuss how they’re managing through it. The 
two share some of the sectors they’re particularly interested in, areas they’re currently not seeing a lot of 
opportunities, and advice for those who are worried about the current economic landscape. 

 

Jenna Dagenhart: 

Hello and thank you for joining us. I'm Jenna Dagenhart with AssetTV. Joining me today are Wally Weitz, 
founder, co-CIO and portfolio manager at Weitz Investment Management. And Brad Hinton, co-CIO and 
portfolio manager. 

Well, Brad and Wally, thank you both for being with us today. 

Wally Weitz: 

Good to be here. 

Brad Hinton: 

Thanks for having us. 

Jenna: 

Last year, stock market indexes soared to near-record levels, but over the last several years we had two 
noteworthy corrections. Those being the fourth quarter of 2018 and the first quarter of 2020. So far in 
2022 we've seen the S&P 500 and Nasdaq fall into correction territory. Wally, what does your gut tell 
you about how this current market environment and drawdown will go? 

Wally: 

Well, you know, corrections come and go all the time, but we think something else different is 
happening this time. And stock markets have a way of going 10, 15, 20 years at a time where investor 
enthusiasm is generally building and P/Es are rising, and when you get good earnings and rising P/Es, 
you get a big bull market. And you know, back in the ‘80s, we saw the stock market quadruple as P/Es 
were doubling. And other times, like the ‘60s and ‘70s, enthusiasm wanes for one reason or another. 
And P/Es come down. So even though earnings are good, the market can go flat and really kind of go 
nowhere for years on end. And back then it was inflation that was the problem. So right now, we've had 
13 years of Fed policy of zero interest rates, QE, we've had the government spending trillions on safety 
nets and stimulus so that all those extra forces have pressed P/E ratios up from the normal, you know, 
mid, upper teens up into the twenties. And I think now that we're, you know, taking away the stimulus 
and changing the zero-interest rate policy, it would just be natural for P/Es to drift back down into the 
teens. And you know, it's not a tragedy. It just means that we need to be aware of what's going on. And 
actually the… people look at the S&P average and say on New Year's Eve it peaked. But really, this 
correction has been going on for several quarters now. And I think we have a little graph that shows, it’s 
four different market indices, you know, the S&P, the Nasdaq, and some others where the light-blue line 
is the index, but the average stock in that index is down twice as much or more. And so there's been a 



stealth correction that's been going on for quite a while. And we think that's just fine as long as we're 
aware of it and we can take advantage. 

Jenna: 

And turning to you, Brad, it seems clear the Fed is going to embark on interest rate hikes and maybe the 
beginning of an unwinding of its balance sheet. Does this impact how you think about stocks today?  

Brad: 

Well, first off, it is a headwind, especially as Wally highlighted when you're starting from higher 
valuation levels. You know, stocks have benefited from stimulative monetary policy for years now. And 
when that policy tightens, it certainly could dampen economic activity over time. Plus, cash flows out in 
the distant future are simply worth less. So, we don't want to be dismissive or naive about those effects. 
But at the same time, the Fed doesn't impact how we invest day to day. Our Quality at a Discount 
approach is designed to find companies that can navigate through any economic and policy 
environment. What we're really looking for are businesses with strong competitive positions, operating 
in good industry neighborhoods, run by experienced, capable managers, and we think we own a lot of 
them. And at its core, our process is about finding companies that are durable, resilient, and adaptable. 
We just don't want to be looking over our shoulder every time the economy wobbles or when the Fed 
changes course faster than anticipated. And ultimately, we're trying to build all-weather portfolios of 
what we think are very good businesses purchased at sensible prices. Our evaluations already assume 
that interest rates normalize at higher levels. You know, at times this has seemed hopelessly 
conservative in a world of zero interest rates, but it also means that we don't need to change our 
approach as rates look higher, assuming they do. 

Now, we still get some pushback on the sensible prices piece, and we do own some pretty popular 
companies. If you look back, it's clear in our eyes at least that we've been disciplined about our entry 
points for those stocks. So, some recent examples would include Visa back in 2016, Danaher in 2017, 
Facebook in 2018, and a handful of new purchases back in early 2020. We're really trying to be flexible 
rather than rigid about evaluating what we think of as a spectrum of business value. So take Lab Corp 
and Thermo Fisher. Lab Corp screens like a value stock, Thermo screens like a growth stock, and both 
are proven to have durable, resilient businesses. If nothing else, COVID has shown how adaptable they 
can be as well. And while both of these businesses meet our quality criteria, life science tools is simply a 
better business than clinical labs. The organic growth is materially higher, and we think likely to stay that 
way. The margin structure is superior, the reinvestment runway is longer, and we think returns on 
incremental capital should be more robust as well. 

So these companies shouldn't be priced the same, and in fact, they aren't in the market. Thermo trades 
at a higher premium multiple of current earnings. But that doesn't mean that it's expensive or that Lab 
Corp is automatically a better value. All that matters to us is what's it worth and where does it trade? 
And on that basis, we think both of these stocks can generate acceptable returns. And that's especially 
true after the pullback we've seen in early ’22. And kind of all the way back to where we started, the 
return profile won't be determined for either of these companies by what the Fed does along the way.  

Jenna: 



And for the last several years, the notion of TINA, meaning there is no alternative, has been a market 
mantra based on the belief that there is no real alternative to buying stocks as bond yields have been so 
paltry. But with rates likely to rise in 2022, does that sentiment start to wane, or does it hold true due to 
inflation? Wally? 

Wally: 

Well, I can remember the ‘70s, and when the prime rate was 21% and long treasuries were 14%, those 
were pretty good alternatives. But we're real believers that stocks are the place people should be 
investing for the next 5, 10, 20, 30, 40 years. Back in the ‘70s, with inflation, we owned ad companies, 
and back then it was big agencies. Today it would be Facebook and Google. And when inflation raises 
spending levels for ad spending, our companies get a royalty from that. Same with the payments 
companies, Visa, MasterCard. If spending is up 3% or 5% because of inflation, that falls directly down to 
the revenues of those payment companies. Something like Schwab that holds, I think they own 
something like a trillion of customer balances, they pay a little something on that, but they make more, 
and the spread can widen in an inflationary period with higher rates. So great businesses can adapt. 
Managements aren't sitting still and just using the same playbook every day. And great businesses have 
pricing power. So we're not worried about that. 

Jenna: 

And Brad, going back to you, are there any sectors that you're particularly interested in today? And on 
the flip side of that, are there any areas that you're not seeing a lot of opportunity? 

Brad: 

Sure. So we'll take a little bit of a lightning round approach just to cover some more ground. You know, 
the first area is the established old-school payments companies, which have been out of favor and we 
think unfairly maligned. Wally mentioned MasterCard and Visa. Recently, due to COVID, cross-border 
payments have been weak, which has been a wet blanket on earnings. There are all kinds of worries 
about fintech competition, buy-now-pay-later players, et cetera. And we've done a lot of work on the 
competitive landscape. And the more Barton Hooper looks at it, the harder it is for us to see how the 
businesses get disrupted over the next three or five years. And we just think they're going to be worth 
more down the road than they are today and should be able to generate decent returns. 

Turning to FIS, it's more of a value play. We think underappreciated for the stickiness of its mission-
critical software, especially in the core banking space. We also think their payments business will prove 
to be more resilient than feared. 

Second area, data and software providers. Wonderful subscription economics, make it once, to sell it 
over and over again. We own Black Knight in mortgages, Guidewire in insurance, CoStar in commercial 
real estate, and we've added another new one in January that we’ll be able to talk about in a few 
months. Turning to digital advertising, Wally mentioned Facebook and Google, now named Meta 
Platforms and Alphabet, but we think they're still compelling after great runs. In our view, they trade at 
very reasonable valuations. They just have exceptional financial profiles. We acknowledge the regulatory 
and headline risks are very real. Still, we think 3-to-5-year outlooks are well above average under a wide 
range of scenarios. And Jon Baker's detailed our Meta thesis in the latest Analyst Corner feature, which 
should be out on our website soon. 



And if I don't mention a few Liberty-related stocks, then Wally will. Liberty Broadband owns 26% of 
Charter Communications, the second-largest broadband company in the US. Liberty Sirius XM owns over 
80% of Sirius XM Holdings satellite radio leader. And both Charter and SIRI are growing nicely, 
generating free cash flow, buying back their own stock. We think those stocks are cheap standalone, and 
the Liberty entities give us a chance to own the underlying assets at even larger discounts to value. 

So real quickly, where are we not seeing opportunity? We're less interested in the cyclical trade, 
especially for lower-quality businesses, those with poor balance sheets, more precarious financial 
profiles. We're generally not interested in energy, less-advantaged industrials and materials companies, 
many parts of the financials world. You know, the deeper end of the value pool can offer great trades, 
but it's just not our sweet spot. And while we certainly do aspire to be opportunistic, for us that means 
focusing on higher-quality businesses, having the patience to wait for our sweet spot, and the courage 
to act when the time is right. 

Jenna: 

And finally, Wally, with so much to worry about, with so much keeping investors up at night these days, 
from supply chain disruptions, shifting Fed policy, inflation, just to name a few, what would you say to 
clients who are worried about the current economic situation? 

Wally: 

Well, I hate to date myself so badly, but I can remember the first stock I bought in 1961 went down 
about 30% a few months later when Kennedy, President Kennedy confronted the steel industry and 
people thought it was the end of the world for the steel business and for the market in general. But you 
know, as Emily Litella would say on Saturday Night Live, or used to, “It’s always something.” And, you 
know, these things come and go. There's always something in the headlines to scare people, but I think 
you get the sense from what Brad was saying about our approach to buying companies that the value of 
the business is more or less measurable. And there's nothing precise about it. But it has a gravitational 
pull on stock prices. And if we are buying companies at a reasonable price and paying, you know, and 
the value of that business is growing, it may take years, but eventually the truth comes out and it really 
doesn't matter whether something happens in the Ukraine tomorrow, the business values and our 
portfolios five and ten years out are going to reflect what the companies did, not the headlines. So we 
feel good about seeing this correction happen and get some chances to buy some good companies.  

Jenna: 

Well, it's always something indeed, as you said, and I love the Saturday Night Live reference. Well, Wally, 
Brad, thank you both so much for joining us. 

Wally: 

Good to be with you again. 

Brad: 

Thank you very much. 

Jenna: 



And thank you for watching. Once again, I was joined by Wally Weitz and Brad Hinton with Weitz 
Investment Management. And I'm Jenna Dagenhart with Asset TV. 

 

IMPORTANT DISCLOSURES 

The opinions expressed are those of Weitz Investment Management and are not meant as investment 
advice or to predict or project the future performance of any investment product. The opinions are 
current through the date of publication, are subject to change at any time based on market and other 
current conditions, and no forecasts can be guaranteed. This commentary is being provided as a general 
source of information and is not intended as a recommendation to purchase, sell, or hold any specific 
security or to engage in any investment strategy. Investment decisions should always be made based on 
an investor’s specific objectives, financial needs, risk tolerance and time horizon. 

Holdings are subject to change and may not be representative of a Fund’s current or future 
investments. 

Past performance is not a guarantee of future results. 

Consider these risks before investing: All investments involve risks, including possible loss of principal. 
These risks include market risks, such as political, regulatory, economic, social and health risks (including 
the risks presented by the spread of infectious diseases). In addition, because the Fund may have a more 
concentrated portfolio than certain other mutual funds, the performance of each holding in the Fund 
has a greater impact upon the overall portfolio, which increases risk. See the Fund’s prospectus for a 
further discussion of risks related to the Fund. 
 
As of 12/31/2021, the following portfolio company constituted a portion of the net assets of Balanced 
Fund, Hickory Fund, Partners III Opportunity Fund, Partners Value Fund, and Value Fund as follows:  
 

• Alphabet, Inc. – Class C (GOOG): 2.3%, 0.0%, 7.2%, 7.6%, and 7.5%. 
• Black Knight, Inc. (BKI): 0.0%, 2.5%, 2.5%, 2.4%, and 0.0%. 
• Charter Communications: 0.0%, 0.0%, 0.0%, 0.0%, and 0.0%. 
• CoStar Group, Inc. (CSGP): 0.0%, 3.2%, 3.2%, 3.2%, and 4.0%. 
• Danaher Corporation (DHR): 2.1%, 0.0%, 0.0%, 0.0%, 4.4%. 
• Fidelity National Information Services, Inc. (FIS): 1.2%, 0.0%, 4.3%, 0.0%, and 3.3%. 
• Guidewire Software, Inc. (GWRE): 0.0%, 2.9%, 0.0%, 2.5%, and 0.0%. 
• Laboratory Corp. of America Holdings (LH): 2.2%, 5.4%, 2.1%, 3.8%, 3.7%. 
• Liberty Broadband Corp. Class A & C (LBDRA/K): 1.2%, 8.2%, 5.9%, 4.7%, and 4.6%. 
• Liberty Media Corp. – Series A&C Liberty SiriusXM (LSXMA/K): 0.0%, 5.2%, 6.7%, 5.2%, and 3.1%. 
• Mastercard, Inc. (MA): 1.6%, 0.0%, 4.7%, 3.3%, and 4.0%. 
• Meta Platforms, Inc. (FB): 0.0%, 0.0%, 5.5%, 3.4%, and 4.8%. 
• Sirius XM Holdings, Inc. (SIRI): 0.0%, 0.0%, 0.0%, 0.0%, and 0.0%. 
• Visa (V): 1.6%, 0.0%, 5.2%, 3.7%, and 3.8%. 
• The Charles Schwab Corporation (SCHW): 2.3%, 0.0%, 4.0%, 4.6%, 4.6%. 
• Thermo Fisher Scientific, Inc.: 2.2%, 0.0%, 0.0%, 0.0%, 4.5%. 

 



References in this video to particular companies are for illustration only and are not a recommendation 
to buy or sell any security. 

Investors should consider carefully the investment objectives, risks, and charges and expenses of a 
fund before investing. This and other important information is contained in the prospectus and 
summary prospectus, which may be obtained at weitzinvestments.com/resources/product-literature 
or from a financial advisor. Please read the prospectus carefully before investing. 

Weitz Securities, Inc. is the distributor of the Weitz Funds. 

 


