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Broyhill’s equity portfolio returned 2.8% in the first quarter, net of all fees and expenses, exceeding broader equity 
markets as the MSCI All Country World Index lost 1.2%. Detailed quarterly reports, including account and 
benchmark performance, portfolio holdings, and transaction history, have been posted to our investor portal. 
 
Volatility was the main theme of the first quarter, particularly among the handful of US technology companies 
that have come to dominate the performance of passive indices. As we noted in an intra-quarter update, which 
focused on three specific instances of market volatility, our portfolio performed well as the market began to 
question the amount of capital pouring into semiconductors and data centers to fuel artificial intelligence. 
 

We think the portfolio's performance around these events is illustrative. Across these three instances, 
the collective declines were -6% for the S&P 500 and -13% for the Magnificent Seven. The Broyhill 
equity portfolio gained 2% gross of fees over the same time periods and has continued to protect capital 
in March, holding onto gains through last week, while losses for major equity benchmarks accelerated. 

 
The result was a historic shift away from US assets and into international assets (particularly of the European 
variety), as US stocks trailed the rest of the world by the largest margin in decades during the quarter.  While it 
is often difficult for investors to imagine a catalyst capable of sparking such a move, as we noted in our year-end 
letter to investors, it’s much easier to identify the preconditions in place for this to occur. 
 

Europe has been in the doghouse since Russia invaded Ukraine in early 2022. But, after posting its 
worst underperformance since the 70s, sentiment and capital flows are plumbing historic lows. Many 
investors are equipped with a long list of explanations for the gap, but whatever your reason, the 
contrast has never been as stark as it is today. Others simply acknowledge the disparity but lack the 
imagination to visualize any catalyst for reversion. We don't know what will close the gap, but when 
valuation spreads are this extreme, the potential rewards are too great to ignore.  
 
In a risk-off environment, the high-yielding, defensive nature of European markets should fall into 
favor . . . depressed valuations and lopsided positioning may be the only catalyst required. Things don't 
have to be great. They just need to be a smidge above awful to see outsized and differentiated returns.   
  
We are not calling for an end to US supremacy. But surging optimism and record valuations have left 
them vulnerable. Betting on the sure thing is rarely the most profitable strategy. Superior returns come 
from superior odds, not superior stories. With the Magnificent 7 now larger than the entire Europe 
STOXX 600 Index, it is hard to make that argument with a straight face.   
  
Given unprecedented concentration in US markets and record valuation divergences with the rest of 
the world, diversification has never been more important. Even in weak economies with poor policies, 
there are plenty of high-quality, global enterprises detached from local challenges. And at the end of 
the day, buying strong fundamentals at compelling valuations ultimately drives long term returns.   

 
As the calendar turned to April, the announcement of broad-based tariffs triggered meaningful and rapid declines 
across equity markets, with volatility eclipsed only by the 1987 crash and the 2008 financial crisis. And while this 

https://22324760.fs1.hubspotusercontent-na1.net/hubfs/22324760/One-off%20Campaigns/Broyhill%20Portfolio%20Update%202025.03.pdf
https://22324760.fs1.hubspotusercontent-na1.net/hubfs/22324760/Broyhill%20Letters/The%20Broyhill%20Letter%202024.Q4.pdf
https://22324760.fs1.hubspotusercontent-na1.net/hubfs/22324760/Broyhill%20Letters/The%20Broyhill%20Letter%202024.Q4.pdf
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week’s temporary truce between the US and China appears to have reignited animal spirits, with US stocks 
trading like “Liberation Day” was just a bad nightmare, significant uncertainty remains.  
 
In the meantime, given the lack of detail in the most recent announcement, it would seem that this administration 
has its work cut out for it in the coming ninety days, during which we expect to see significant front-loading of 
trade flows, further aggravating global imbalances. While investors may hope that this initial bout of uncertainty 
will be resolved quickly once ongoing negotiations are finalized, we remain concerned that the long-term costs 
of current policies - in the form of higher prices, lower profits, and damaged confidence - will take much longer 
to materialize and ultimately be much worse than expectations currently reflected in today’s asset prices. 
 
More to come in our mid-year letter, but suffice it to say that when the market’s time horizon is rapidly 
compressing, the best opportunities often arise from the ability to extend one’s time horizon further. The 
evolving world order will certainly produce winners and losers. While weaker companies face greater risks today, 
many higher-quality companies are positioned to gain share as the competitive herd thins out over time.  We’ve 
spent the majority of the past several weeks re-underwriting every investment in the portfolio, refreshing our 
estimates, speaking with management teams, quantifying recession risk, and estimating tariff risk under various 
potential outcomes.   
 
Bottom line: for good, old-fashioned, fundamental, stock picking, this is as good as it gets.  We think this is a 
great time to own a concentrated, globally diversified portfolio of mispriced assets.   
 
  
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. Top contributors were Philip Morris and Baxter; detractors were Avantor and Six Flags. 
  
TOP CONTRIBUTORS 

Shares of Philip Morris tacked on an additional 33% in the first quarter after returning 34% last year.  The 
company reported a 53% increase in US ZYN shipments as production capacity increased, fueling a 250 basis 
point improvement in operating margins and illustrating the positive mix shift to smoke-free products.  While 
we have reduced the position as shares have eliminated their discount to the market over the past year, PM 
remains our largest investment, with momentum accelerating in its business.  Simply put, it’s difficult to find 
another company better positioned for the current economic environment. 
 
Shares of Baxter gained 18% in the first quarter, as the company delivered strong results, with numbers moving 
higher despite tariff disruptions. We thought Baxter took a big step toward rebuilding confidence, with improved 
execution and visibility into the balance of the year.  Management expects operational sales growth of 4% to 5% 
this year, which appears reasonable to us. The bigger question, which will require a few more quarters of 
execution, is if 4% or 5% is sustainable long-term.  At 12x earnings, or just over half of the market’s multiple, the 
consensus is taking the under.  We are happy to take the other side of this one. 
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TOP DETRACTORS 

Shares of Avantor declined 23% in the first quarter, as policy uncertainty around budget cuts for academic 
institutions and pharmaceutical companies weighed on the life sciences sector. With shares trading at valuations 
not previously seen in its history as a public company, we believe this is a dramatic overreaction as the market is 
essentially discounting a halting or meaningful slowdown in scientific progress at these levels.  It is rare for 
companies benefiting from such strong secular growth trends to be valued at trough multiples on trough 
earnings, but that’s exactly how we view AVTR today, and exactly why we’ve capitalized on recent weakness to 
continue building our position. 
 
Shares of Six Flags declined 26% during the quarter, as investors became increasingly concerned about the 
potential for reduced discretionary spending amidst slowing economic growth.  We think these fears are 
misplaced, as regional theme park attendance has historically proven remarkably resilient throughout previous 
recessions. And following its recent combination with Cedar Fair, the combined company has several levers at 
its disposal to drive operational improvements and optimize its balance sheet.   
 
 
KEY TRANSACTIONS 

We initiated a few new positions, rebalanced several holdings, and fully exited one position during the quarter. 
 
We initiated a new investment in Uber, the largest ride-share and food delivery provider globally. With investors 
increasingly focused on the threat from driverless technology, which we believe is at least years away from having 
any material impact on Uber’s business, we think the market is overlooking the incredible benefits of scale 
currently driving (pun intended) outsized growth in profitability and surging free cash flow.  We expect CEO 
Dara Khosrowshahi to follow a similar playbook to the one he developed at Expedia, where he was a consistent 
buyer of stock, ultimately repurchasing nearly a third of the company’s shares outstanding during his tenure. 
 
We initiated a new investment in Dollar Tree during the first quarter, as the company’s announced divestiture 
of Family Dollar put shares back on our radar.  We continue to see significant upside potential from the roll-out 
of higher price points, which should be much clearer to the market without the noise of a decade-long 
restructuring in the background.  Subsequent to quarter-end, and 48 hours after “Liberation Day,” we aggressively 
increased our position, as shares plummeted ~ 20% in the two days following the announcement.   
 
We established a small position in the offshore oil industry through a basket of three offshore drillers and service 
providers. We believe that reduced supply, cleaner balance sheets, and an inherent hedge against one source of 
macroeconomic shocks—higher oil prices—make these businesses an attractive risk-reward.  
 
We exited our investment in Nintendo following the (long-awaited) announcement of the company’s Switch 2 
console.  While we believe the release will provide a renewed spark to fundamentals in the coming holiday season, 
with shares having doubled in the past twenty-four months, it would seem that much of the upside has already 
been discounted in the price.   
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BOTTOM LINE   

We look forward to sharing more on our upcoming investor call next week, where we’ll provide a more detailed 
update on recent performance, portfolio positioning, and how we’re navigating current volatility. Please reach 
out to Pam at ir@broyhillasset.com for details if you would like to join us. 
 
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 anytime with questions. We enjoy hearing from you.   
  
Sincerely,  
  

   
  

mailto:ir@broyhillasset.com
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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, the highest annual management fee we charge (1.5%) 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.  
  

  

http://www.adviserinfo.sec.gov/
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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.  
  
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, 
expressed 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

