
NEW RISK ALERT: (Various) 

No Significant Language Changes in Latest 10-Q 
Filings Analyzed 

Three new Nick’s Notes provide investors with potential new threats to 
monitor in future quarters.  
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This alert compares the language used in the company’s latest filing with the period before. 
Research suggests changes in language, particularly in the risk factor section, is a powerful 
indicator of future performance. Companies that change filing language, according to research, 
underperform those that don’t by 30-50 basis points per month for the following year. 

No Material Changes in 10-Q Language 
No material language changes have been identified in the Risk Factors and MD&A sections in 
the most recent 10-Qs for the following companies: 
 

● NKE  
● FDS 
● CALM 
● KMX 
● MLHR 
● PAYX 

Nick’s Notes 
Nick’s Notes include insights buried in the footnotes and items of interest from the above listed 
companies that investors may want to monitor in future quarters. 
 

Nick’s Notes: (MLHR)  
MLHR’s standard warranty length is 12 years for the majority of products sold. Investors 
should note MLHR increased its total accrual balance, including warranty, 9.5% in the 
three months ending November 28, 2020. This despite sales declining YoY. The reserve 
increase may indicate quality control issues or that management is preparing to manage 
future earnings. 
 
Nick’s Notes: (NKE)  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1658471


The U.S. dollar’s decline has been a tailwind to NKE’s international business. In the 
footnotes, NKE discloses that if the foreign exchange derivative instruments had been 
netted on the Unaudited Condensed Consolidated Balance Sheets, the asset and 
liability positions each would have been reduced by$30 million as of November 30, 
2020. 
 
Nick’s Notes: (PAYX) 
In the footnotes, PAYX identifies how it is exposed to credit losses. The latest 10-Q adds 
“collection of purchased receivables”. This may be a subtle hint about the health of its 
small and medium business customers. It also suggests investors should not be 
surprised by an increase in future quarters. 

 
 


