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NOVEMBER 2024 

 
As we discussed in our mid-year letter, July marked a reversal of the relative underperformance in the Broyhill 
Equity portfolio. Detailed quarterly reports, including account and benchmark performance, portfolio holdings, 
and transaction history, have been posted to our investor portal. 

 
PERFORMANCE REVIEW 

We define top contributors and top detractors as companies impacting 100 basis points or more on the portfolio’s 
return for the period. The top contributors were Philip Morris, Fiserv, Avantor, and Baxter. There was only one 
material detractor: Dollar General.  
 
TOP CONTRIBUTORS 

Shares of Philip Morris gained 21% in Q3. Philip Morris was by far the largest contributor for the quarter. Our 
core thesis focuses on the shift in business mix from combustible cigarettes towards reduced risk products as well 
as the company’s re-entry to the US market with its acquisition of Swedish Match. This year, Zyn has become 
wildly popular. So much so that the company can barely keep it in stock, even as it expands production. We 
recently discussed how youth usage of these products, a common critique of the company, remains under 2%, 
even as its overall popularity drives higher volume. 
 
Baxter gained 14%.   The third quarter was a busy period for Baxter. The company entered into an agreement 
with Carlyle to sell its Kidney Care segment for $3.8 billion. The proceeds will allow it to pay down debt ahead 
of schedule, simplifying its balance sheet while it continues to drive operational improvements. During the 
quarter, Hurricane Helene disrupted supply at the company’s facility in North Carolina. Baxter is no stranger to 
IV supply disruptions, and we expect the current interruption will be immaterial to its long-term results. 
 
Fiserv and Avantor gained 21% and 22%, respectively. We discussed both positions in our mid-year letter, and 
the companies' theses remain unchanged. Fiserv continues to execute at a high level while Avantor inches closer 
to recovery in key end markets. 

 
TOP DETRACTORS 

Shares of Dollar General lost 36% in Q3. Dollar General has historically proven to be a safe haven for investors 
in uncertain times as consumers trade down and increase their spending with the retailer. While inflation has 
certainly put pressure on DG’s core customer in recent years, the retailer has seemingly lost market share to larger 
competitors. The most recent earnings report highlighted this dynamic, contrary to our expectation for a weaker 
economic environment to benefit the company. 
 

 
 
 

https://22324760.fs1.hubspotusercontent-na1.net/hubfs/22324760/Broyhill%20Letters/The%20Broyhill%20Letter%202024.Q2.pdf
https://www.reuters.com/markets/commodities/philip-morris-expand-zyn-production-us-with-new-plant-colorado-2024-07-16/
https://www.broyhillasset.com/broyhill-blog/equity-highlights-february-2024-0-0-0-0-0-0-0
https://www.baxter.com/baxter-newsroom/baxter-announces-definitive-agreement-divest-its-vantive-kidney-care-segment
https://www.fda.gov/drugs/drug-safety-and-availability/fda-works-help-relieve-iv-fluid-shortages-wake-hurricane-maria
https://22324760.fs1.hubspotusercontent-na1.net/hubfs/22324760/Broyhill%20Letters/The%20Broyhill%20Letter%202024.Q2.pdf
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KEY TRANSACTIONS 

There was a flurry of activity in the third quarter. Our research efforts allowed us to begin building positions in 
certain companies while changes to prices or fundamentals caused us to exit others. During the quarter, we 
initiated new positions in Rentokil Initial, Evolution AB, and Nice Ltd. while we exited positions in Danone, 
PayPal, and EPAM Systems. 
 
PURCHASES 

Rentokil Initial is a UK-based pest control company that grew its US presence by acquiring Terminix in 2022. 
The industry is largely fragmented and has the tailwind of a warming environment, expanding the seasons and 
geographies where pests thrive.  Trading at a steep discount to its nearest peer, Rollins, we see plenty of room 
for upside as activist investor Nelson Peltz holds management accountable during the Terminix integration. 
 
Evolution AB is a live casino supplier based in Sweden. Shares have come under pressure as online gaming 
legalization of additional US states has been slower than hoped, but we believe that the most important factor is 
the direction of progress more than the pace. The company is a high margin, high growth business trading at 
what we view to be an inexpensive valuation. With this set-up, we are willing to accept a wide range of potential 
outcomes, most of which we view to be positive. 
  
Nice Ltd. develops software to run customer contact centers. The company’s cloud-based software enables the 
implementation of greater functionality versus its on-premise competitors. Many of these on-premise 
competitors, which do not offer cloud-based products, have stopped rolling out new features. This has prompted 
their customers to switch to companies like Nice where they have wider access to new developments. Artificial 
intelligence is a large part of this shift and of our differentiated view. The market views AI as a threat to Nice’s 
core operations; we view it as an enabler of additional revenue streams with improved economics. 
 
SALES 

Danone. We initially added shares of Danone with the expectation that management could drive accelerated 
growth from its nutrition business and bring with it a higher valuation. The market has since begun to come 
around to this story. Valuation expanded even as we became increasingly disillusioned with its recurring “non-
recurring” expenses. We exited the position in August with a modest gain to pursue more promising investments. 
 
PayPal. We owned shares in PayPal based on its dominant position in the digital payments industry paired with 
its reasonable valuation. Following the recent share appreciation on the heels of the rollout of Fastlane, a product 
whose growth trajectory we see as unclear, we decided to step aside. We exited the position in September. 
 
EPAM Systems. EPAM has long been a best-in-class operator within IT services and one we were happy to add 
to the portfolio with the noise created by the sell-off from the war in Ukraine. However, as the conflict has 
dragged on, EPAM has increasingly shifted operations to India and Latin America. We suspect that a shifting 
labor force could undercut its advantages and introduces a new type of uncertainty that we are less eager to 
underwrite. We exited the position in September. 
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BOTTOM LINE 

We are grateful for your continued trust and partnership. We come into the office each day striving to earn it, 
and we realize just how fortunate we are to have such a wonderful group of like-minded, long-term investors 
who place their confidence in us. You enrich our network, strengthen our competitive advantage, and just make 
our work all the more enjoyable. 
 
As always, please feel free to reach out at any time with questions. We enjoy hearing from you.  
 
Sincerely, 
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ABOUT BROYHILL 

 
Broyhill Asset Management is a boutique investment firm, initially established as a family office in 1980 and guided 

by a disciplined value orientation. Founded in the foothills of North Carolina’s Blue Ridge Mountains, we operate 

outside of the fray and invest with a rational, objective, long-term perspective. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
 
  

FIND THIS INTERESTING? 

Stay curious. Click here to subscribe. 

For more information: 

 ir@broyhillasset.com | 828.610.5360 

https://www.broyhillasset.com/subscribe-now
mailto:ir@broyhillasset.com
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DISCLOSURES 

Broyhill Asset Management LLC (“Broyhill”) is an investment adviser in North Carolina. Broyhill is registered with the 
Securities and Exchange Commission (SEC). Registration of an investment adviser does not imply any specific level of skill 
or training and does not constitute an endorsement of the firm by the Commission. Broyhill only transacts business in states 
in which it is properly registered or exempted from registration. A copy of Broyhill’s current written disclosure brochure filed 
with the SEC which discusses, among other things, Broyhill’s business practices, services, and fees is available through the 
SEC’s website at www.adviserinfo.sec.gov. 
 
The performance of the Broyhill Equity Portfolio illustrated here is representative of a composite considered to be a “carve 
out” or “extracted performance.” This composite has been verified by a third-party firm and reflects the equity returns of actual 
client portfolios. These results are based on the weighted average performance of the portion of individual accounts invested 
in the Broyhill Equity Portfolio but may not represent the performance of the entire portfolio. Since many of Broyhill’s 
accounts are invested per a “balanced” investment model, we believe that this extracted performance composite, which 
includes only discretionary equity holdings of all Broyhill discretionary accounts, is the most accurate representation of 
Broyhill’s long term equity performance. Additionally, since this performance represents a pure equity allocation, it does not 
include the impact of any cash allocation. Performance figures for the total portfolio composite are available upon request. 
This data may be useful for an investor evaluating Broyhill, although individual results may differ based on each account's 
investment objectives, the date of initial funding, the opportunity set available at the time, specific investment vehicles 
available to the accounts, and individual fee schedules. 
 
Performance is calculated using time-weighted rates of return, net of all fees and expenses, and reflects the reinvestment of 
dividends and other earnings. Since the composite returns are calculated gross of fees, in order to report net returns, a 1.5% 
annual management fee has been subtracted from gross reported returns.  
 
The investment return and principal value of an investment will fluctuate. Therefore, an investor's account, when liquidated 
or redeemed, will almost always have a different value than that shown herein. Current performance may be lower or higher 
than the return data quoted herein. 
 
Past performance is not indicative of future returns. This information should not be used as a general guide to investing or as 
a source of any specific investment recommendations and makes no implied or expressed recommendations concerning how 
an account should or would be handled, as appropriate investment strategies depend upon specific investment guidelines and 
objectives. 
 
Information presented herein is subject to change without notice and should not be considered a solicitation to buy or sell 
any security. This document contains general information that is not suitable for everyone. The information contained herein 
should not be construed as personalized investment advice. 
 
There is no guarantee that the views and opinions expressed in this document will come to pass. Investing in the stock market 
involves gains and losses and may not be suitable for all investors. No representations, expressed or implied, are made as to 
the accuracy or completeness of such statements, estimates, or projections, or concerning any other materials herein. 
 
Under no circumstances does the information contained within represent a recommendation to buy, hold, or sell any security, 
and it should not be assumed that the securities transactions or holdings discussed were or will prove to be profitable. There 
are risks associated with purchasing and selling securities and options thereon, including the risk that you could lose money. 
Any securities mentioned in these materials may or may not be held by Broyhill currently or in the past. 
 

http://www.adviserinfo.sec.gov/
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Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of 
forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” 
or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and 
uncertainties, actual events, results or actual performance may differ materially from those reflected or contemplated in such 
forward-looking statements. Nothing contained herein may be relied upon as a guarantee, promise, assurance, or 
representation of the future. 
 
Market value information (including, without limitation, prices, exchange rates, accrued income, and bond ratings furnished 
herein) has been obtained from sources that Broyhill believes to be reliable and is for the exclusive use of the client. Market 
prices are obtained from standard market pricing services or, in the case of less liquid securities, from brokers and market 
makers. Broyhill makes no representations, warranty, or guarantee, express or implied, that any quoted value necessarily 
reflects the proceeds that may be received on the sale of a security. Changes in rates of exchange may have an adverse effect 
on the value of investments. 
 
Indices represent unmanaged, broad-based baskets of assets. They are typically used as proxies for the overall market’s 
performance. Index returns typically assume that dividends are reinvested and do not include the effect of management fees 
or expenses. You cannot invest directly in an index. Without prior written permission of the index owner, this information 
and any other index-related intellectual property may only be used for your internal use, may not be reproduced, or 
redistributed in any form, and may not be used to create any financial instruments or products or any indices. This 
information is provided on an "as is" basis, and the user of this information assumes the entire risk of any use made of this 
information. Neither the index owner nor any third party involved in or related to the computing or compiling of the data 
makes any express or implied warranties, representations, or guarantees concerning the index-related data, and in no event 
will the index owner or any third party have any liability for any direct, indirect, special, punitive, consequential or any other 
damages (including lost profits) relating to any use of this information. 
 
For additional information about other indices or strategies mentioned here, you may contact us at ir@broyhillasset.com.  
 
No part of this material may be copied, photocopied, or duplicated in any form, by any means, or redistributed without 
Broyhill’s prior written consent. 

mailto:ir@broyhillasset.com
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