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May 2026 
 

When we look back . . . the nature of the forces currently in train will have presumably become clearer. We 
may conceivably conclude from that vantage point that . . . the American economy was experiencing a once-in-

a-century acceleration of innovation, which propelled forward productivity, output, corporate profits, and 
stock prices at a pace not seen in generations, if ever.1 

   
 
 
The Broyhill Equity Composite declined 6.0% in the first quarter, net of all fees and expenses, lagging global 
equity markets as the MSCI All Country World Index declined 3.1%. 2  Individual performance may vary 
depending on individual account allocations, legacy positions, and capital flows. Detailed quarterly reports, 
including account and benchmark performance, portfolio holdings, and transaction history, have been posted to 
our investor portal. 
 
After a strong start to the year for the portfolio, global stocks fell sharply following the strikes on Iran. Despite 
our defensive positioning, with nearly half the portfolio invested in noncyclical sectors, our stocks did not provide 
the protection we expected or that we’ve historically provided. While we don’t invest on a one-month horizon, 
nor do we place undue emphasis on short-term results, we do remain relentless in our work to protect your 
capital from significant market losses. So, I want to explain what drove the gap versus our expectations, because 
the context matters - and because we believe the setup from here is unusually compelling. 
 
Three structural portfolio tilts moved against us simultaneously.  
 

• We own no energy - the only sector with positive returns in March.  
• Nearly half the portfolio is invested in businesses outside the U.S., and European markets declined 

sharply given their higher sensitivity to energy prices (while this is broadly true of continental Europe, 
our companies have minimal exposure to the Middle East or the rising price of oil).  

• Our large non-cyclical exposure - consumer staples and healthcare - underperformed in a down market, 
which is not supposed to happen and historically has not lasted. 

 
What didn't happen is as important as what did. Across the portfolio, businesses are performing well and meeting 
or exceeding our expectations. Consensus estimates continued rising even as our stock prices declined in March. 
That disconnect - improving fundamentals and falling prices – suggests this move was a positioning-driven sell-
off, not a fundamental one. It’s also why we believe our stocks are poised to catch back up to fundamentals. 

 

 
 
1 Remarks by Chairman Alan Greenspan Before the Economic Club of New York, January 2000 
2 For standardized performance data, including 1-year, 3-year, and since-inception net returns with benchmark comparisons, please 
refer to the Broyhill Equity Fact Sheet. Past performance is not indicative of future results. 

https://www.federalreserve.gov/boarddocs/speeches/2000/200001132.htm
https://22324760.fs1.hubspotusercontent-na1.net/hubfs/22324760/Fact%20Sheets/BE%20Fact%20Sheet_2026.04.pdf
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PERFORMANCE REVIEW 

It’s hard not to be uber bullish when stocks are enjoying a once-in-a-century acceleration in innovation, resulting 
in a surge in productivity and corporate profits. But as it turns out, we are actually witnessing a twice-in-a-
century acceleration in innovation, as the opening quote of this letter was first delivered by Former Fed Chairman 
Alan Greenspan in January 2000. As they say, history doesn’t repeat, but . . . 
 
TOP CONTRIBUTORS 

Valvoline was our largest contributor in the quarter. While the market spent its days hallucinating about the 
terminal value of artificial intelligence, Valvoline went on quietly changing oil, opening new stores, while 
moving more cars through its bays than any other competitor in the industry. Since we’ve owned it, shares have 
exhibited significantly more volatility than the business itself, but what matters is that the underlying unit 
economics are intact, while unit growth, service mix, and price continue moving in the same direction.  
 
Honeywell was our second-largest contributor in the quarter. Management accelerated the aerospace spin-off, 
moving the separation up to the end of June and leaving behind a pure-play automation business. We continue 
to believe the pieces, including the recently announced Quantinuum IPO, are worth meaningfully more than the 
whole. Upcoming Investor Days are the next chance for the market to do the math. 
 
Ball Corporation rounded out our top three contributors during the quarter. When we initially acquired the 
position, our thesis centered around the company’s post-aerospace-divestiture status, which left it a pure-play 
packaging company well positioned to return significant capital to investors. As the thesis played out, we sold 
into the re-rating and redeployed proceeds into more attractive opportunities.  
 
TOP DETRACTORS 

IQVIA was our largest detractor despite fundamentals being far better than price action suggested. The stock has 
sold off because investors have convinced themselves that AI will compress economics faster than it drives 
demand. At the current price, we are more than willing to take the other side of that trade. Large pharma is 
structurally reliant on IQVIA's clinical trial architecture and proprietary data assets, and we think it is highly 
unlikely that Claude can automate away the FDA approval process. While the burden of proof remains on the 
company, we believe we are being paid well to wait at the stock’s current valuation. 
 
Louis Vuitton was our second-largest detractor, posting its worst quarterly performance on record, driven by the 
Middle East conflict and fears of a broader slowdown in luxury demand. Beneath the headlines, Wines & Spirits 
delivered its biggest beat in years as the Hennessy destocking cycle ends, Watches & Jewelry beat as Tiffany 
continues to gain share, and Fashion & Leather continues its slow sequential improvement. The stock now trades 
at the bottom of its valuation range, which we find compelling for a business of this quality. 
 

Avantor made our list of detractors for the last time in the first quarter. The destocking cycle has run far longer 
than we initially modeled, but the bigger issue was self-inflicted. Successive management teams failed to defend 
the share against Thermo Fisher. After swapping half of our position for Thermo last year, we took our 
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remaining lumps and redeployed the capital into Sotera Health, where litigation fears have created an opportunity 
to own a mission-critical sterilization duopoly at a meaningful discount to intrinsic value. 

 
KEY TRANSACTIONS 

We run a concentrated portfolio and aim to invest over a three- to five-year horizon. With roughly 20 positions, 
that translates into a handful of new ideas in a normal year. But like our returns, our ideas come in lumps, as 
volatility creates opportunity.  
 
The extreme dispersion we saw in the first quarter handed us an opportunity to populate the book with at least 
a year's worth of new ideas. Running towards controversy after big dislocations is our bread and butter. I suspect 
that’s a gene inherited from my father, who still fills his car to the ceiling with random items he doesn’t need from 
close-outs (most recently, Livingston Mall in NJ) or even relics of the past left on the roadside. In markets, such 
a strategy rarely guarantees short-term success, but over the long term, it has consistently been our most reliable 
generator of alpha. 
 
During the quarter, we booked a portion of our gains on Phillip Morris and fully liquidated several positions. In 
addition to Ball, noted previously, we liquidated profitable investments in Kenedy Wilson and Fresenius Medical 
Care, as the former agreed to a higher bid from CEO Bill McMorrow and Fairfax Financial, and proceeds from 
the latter were redeployed into more attractive opportunities. We also fully liquidated two positions – Evolution 
and Avantor - after reducing exposure to each, to reinvest in higher conviction ideas. 
 
We initiated several new positions during the quarter. We bought Microsoft as the stock’s valuation declined to 
levels in line with the broader market. We initiated a new position in Smurfit WestRock with proceeds from 
Ball, as we suspect continued capacity tightening and additional pricing will drive mid-term results well above 
guidance and current consensus. We bought Sotera Health, a sterilization-franchise medical device business 
whose customers cannot easily replace it, where an ongoing tort overhang has created a price we believe 
materially underestimates the underlying business. And we established two new positions in the depressed 
housing industry – Masco and Floor and Décor, as we believe the normalized earnings power of both companies 
has increased significantly through market share gains and expense efficiencies captured during this extended 
downturn. We also began accumulating shares of Leggett & Platt, anticipating a higher bid from Somnigroup 
International, and fully exited when that bid emerged. 

 
A FEW WORDS ON HEALTHCARE 

While investors have focused on the trillions of dollars in market capitalization that have evaporated from the 
software sector in recent months, the Medical Device and Life Sciences & Tools industries have not been far 
behind in terms of creative destruction. In the wake of this latest leg down, we significantly increased our 
investments in the sectors, bringing both IQVIA and Sotera Health into our top holdings. 
 
Clinical research is one of the most regulated industries on the planet - and for good reasons. It’s literally a matter 
of life and death. And while Claude has dramatically increased our own productivity, we surmise that government 
agencies, including the FDA, will be somewhat slower to embrace these magical tools. When you consider that 
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AI adoption within at least one large, highly regulated US bank consists of mandates from management that 
employees use Copilot at least x times each week, the thought of the FDA entertaining a material shift in trial 
paradigms over the next several years seems exceedingly unlikely. To put the agency's pace of change in 
perspective, regulators began accepting digital data submissions in PDF format less than a decade ago. 
 
CROs, or Clinical Research Organizations like IQVIA, sit squarely in the crosshairs of investors’ concerns, given 
AI's potential to completely reimagine how research is conducted. In fact, we’d even suggest that drug discovery 
may represent the single most significant benefit of AI as the quantity of new molecules tested and drugs coming 
to market accelerates at a pace beyond even the wildest imaginations of Watson and Crick. But despite our 
impressive leaps in understanding the human genome since its initial discovery, our understanding of human 
biology remains incomplete at best. And where we lack a deep understanding, we will still need experiments to 
test hypotheses and to observe how these drugs actually work amid the mystery of human biology, regardless of 
what AI models might promise.  
 
While it may take time for the market to separate the wheat from the chaff, we expect that the Life Sciences Tools 
and broader research ecosystem will ultimately benefit from accelerating AI-driven demand for the data that fuels 
these models. And as AI compresses drug pipelines and increases the likelihood of clinical success, the growing 
number of drugs reaching the market will require more research, development, and tools. A recent analysis found 
that AI-designed molecules clear Phase I at 80-90%, compared with a historical average of 40-50% for 
conventional discoveries.3 None of these candidates have been commercialized yet, but dozens have entered 
human trials, and several are now in Phase II. As Big Pharma's return on investment improves, the rational 
response is to spend more on R&D, not less. Some functions will inevitably move back in-house, but we do not 
see the longer-term outsourcing trend reversing, as pharma simply doesn't have the infrastructure or the data 
outside its own narrow indications. Bottom line: we think the data and scaled infrastructure that IQVIA provides 
will become meaningfully more effective, and a great deal safer, than a workflow vibe-coded by a pharmacist. We 
also think this makes the company more valuable, not less. 
 
Recent channel checks support this view, framing AI more often as an opportunity than a threat. RFP flow and 
awards are improving as funding loosens and risk appetite returns; decision-making timelines are shortening, 
and pricing is firming. The bear case is that the majority of AI efficiencies gained by CROs will be captured by 
sponsors. But this ignores the fact that CROs have always been under pressure from Big Pharma to pass along 
savings. AI-generated efficiencies will certainly create additional opportunities to do so. This isn’t new. These 
companies have thrived for decades by finding ways to execute trials more efficiently, leveraging cost reductions 
into operating leverage to offset pricing pressures. That playbook hasn’t changed. But the price has shifted 
materially, with shares of IQVIA, for example, trading at half the broader market's multiple, down from the 40% 
premium reached before COVID. 
 
 
 

 
 
3 How Successful Are AI-Discovered Drugs in Clinical Trials, Drug Discovery Today (2024). 

https://doi.org/10.1016/j.drudis.2024.104009
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BOTTOM LINE 

We are keenly aware that our current positioning has weighed heavily on our relative performance of late. And 
we recognize that this has likely tested the patience of even our longest-duration investors. Simply owning a 
collection of good businesses does little to change that when their shares fail to deliver meaningful gains, while 
broader indices march steadily higher, and everyone around you is boasting about their biggest winners. While 
others are doing better at the moment, we think many are taking risks far greater than they appreciate. That is 
why we have stayed in our lane, rather than underwriting risks we don't believe are properly priced. 
 
Our job is to protect your capital while taking calculated risks to grow it over time. Periods like this test 
conviction. They also plant the seeds of future outperformance. This view may continue to cost us in the near 
term if momentum remains dominant over fundamentals. But with oil sitting in triple digits, geopolitics still in 
flux, and recorded crowding in US benchmarks trading at record valuations, we are willing to accept the risk of 
short-term underperformance because the reward for being correctly positioned when the market does turn has 
rarely looked more asymmetric than it does today.  
 
While we cannot predict when that will arrive, what it will look like, or how quickly it will unfold, what we can 
tell you is that the portfolio is meaningfully cheaper today than it was at the start of the year. Importantly, our 
view of the underlying businesses we own has not changed: we believe they are worth considerably more than 
the market is giving them credit for. Rising tensions in the Middle East, regardless of how they unfold, would 
not change that assessment.  
 
We have been here before. Our relative results have always been cyclical. But a decade of data tells a consistent 
story. We have seen the pattern clearly: periods where relative performance compresses (as we saw during the 
speculative rally immediately following COVID) have consistently been followed by sharp recoveries (many of 
which included short-term drawdowns as we experienced in March). The current dip looks a lot like previous 
ones, which have historically been followed by our best relative performance. 
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ONE MORE THING 

There is nothing to writing. All you do is sit down at a typewriter and bleed. - Ernest Hemingway 
 
A few years after joining Broyhill in 2005, a friend suggested that I start a blog to share our insights, which had, 
until then, been distributed only internally. That site, The View from the Blue Ridge, was eventually folded into 
the firm’s website. Writing has always been a valuable tool for me, both personally and professionally. It has 
never been a particularly easy or enjoyable process, but the result usually justifies the effort. Through writing, I 
am able to flesh out my thinking, find holes in my logic, and distinguish highly confident ideas from those held 
more loosely. But as the business has grown, I’ve had less time to share our work publicly beyond these letters. 
Coming into this year, I decided it was time to change that.  
 
We are excited to announce the launch of Vitruvian Value, where I will share our thinking, our ideas, our 
frameworks, and the lessons from running a concentrated portfolio through decades of market cycles, along with 
the occasional commentary on markets and human behavior.  
 
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,  

 

  
Christopher R. Pavese, CFA  

https://www.vitruvianvalue.com/


Broyhill Asset Management 7 

ABOUT BROYHILL 

Broyhill Asset Management, LLC (“Broyhill” or the “Firm”) is a Charlotte-based investment firm managing over 
$270 million in assets. Originally established as a family office nearly half a century ago, the firm spun out in 2022 
to become an independently owned investment manager under the leadership of Chris Pavese. While Broyhill 
has historically explored a variety of investments for its clients, the firm is now focused on managing its flagship, 
global, value-oriented, public equity strategy. With a verified track record approaching ten years, the firm serves 
a diverse client base – including institutions, advisors, and high-net-worth families – by delivering long-term 
capital appreciation with a rigorous focus on capital preservation through disciplined, bottom-up security 
selection.  

FIND THIS INTERESTING? 

Stay curious. Click here to subscribe. 

FOR MORE INFORMATION: 

ir@broyhillasset.com | 828.610.5360 

https://www.broyhillasset.com/subscribe-now
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DISCLOSURES 

Broyhill Asset Management, LLC (“BAM”) is an investment adviser in North Carolina. BAM 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. BAM transacts business only in states where it is 
properly registered or exempt from registration. A copy of BAM’s current written disclosure brochure filed with the SEC, 
which discusses, among other things, BAM’s business practices, services, and fees, is available through the SEC’s website at 
www.adviserinfo.sec.gov.  

SEPARATELY MANAGED ACCOUNTS 

The performance of the Broyhill Equity strategy is representative of a composite of numerous separately managed accounts 
and is considered to be a “carve out” or “extracted performance.” The calculation methodology for this composite for the 
period from 9/1/15 through 12/31/23 has been verified by a third-party performance verification firm and reflects the equity 
returns of actual Broyhill client portfolios. The calculation methodology for the periods after 12/31/23 is the same as the 
methodology that was verified. The Broyhill Equity strategy performance results are based on the weighted average 
performance of the portion of individual managed accounts invested in the Broyhill Equity strategy, but may not represent 
the performance of the entire client portfolio. Since many of BAM’s managed accounts are invested per a “balanced” 
investment model, we believe that this extracted performance composite, which includes only fully discretionary equity 
holdings of all BAM discretionary accounts, is the most accurate representation of BAM’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 of the Broyhill Equity strategy composite 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% per annum) has been subtracted from 
gross reported returns to arrive at the net returns shown. 

BROYHILL VITRUVIAN VALUE, LP 

The performance of the Broyhill Vitruvian Value (“BVV”) strategy presented herein is hypothetical and does not reflect the 
performance of any actual investment portfolio. The results are provided for illustrative purposes only and do not represent 
actual trading or investment results. Hypothetical returns have inherent limitations and do not account for all factors that 
may affect actual performance, including market conditions, liquidity constraints, fees, and other expenses. Past or 
hypothetical performance is not indicative of future results, and no representation is being made that any investment will or 
is likely to achieve returns similar to those shown. 

The performance of the BVV strategy is representative of a composite considered to be a “carve out” or “extracted 
performance.” The calculations performance of this composite from 9/1/15 through 12/31/23 has been verified by a third-
party performance verification firm and reflects the equity returns of actual client portfolios invested in the BVV strategy. 
The performance calculation from 1/1/24 through 6/30/25 uses the same methodology as the verified period and also reflects 
the equity returns of actual client portfolios invested in the BVV strategy. For the period from 7/1/25 onward, the returns 
shown use the actual monthly returns for Broyhill Vitruvian Value, LP (“BVV LP”). These results are based on the weighted-
average performance of the portion of individual accounts invested in the BVV strategy and may not reflect each account’s 

http://www.adviserinfo.sec.gov/
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entire portfolio performance. Since some of BAM’s accounts are invested per a “balanced” investment model, we believe that 
this extracted performance composite, which includes only discretionary equity holdings of all BAM discretionary accounts 
deploying the BVV strategy, is the most accurate representation of the BVV strategy’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 an investment in BVV LP. 

While some of the BVV strategy's performance has been verified by a third-party performance verification firm, none of the 
performance presented herein has been audited. All figures presented herein are unaudited. Furthermore, BAM does not 
undertake to update any information contained herein as a result of audit adjustments or other corrections. 

Performance of the BVV strategy composite is calculated using time-weighted rates of return and reflects the reinvestment 
of dividends and other earnings. Since the composite returns are calculated gross of fees, in order to report net returns, 
management fees and performance fees with rates and terms matching the BVV LP Class A interests have been subtracted 
from gross reported returns. This calculation means these returns are considered to be “hypothetical.” Hypothetical returns 
have inherent limitations and are provided for illustrative purposes. The fees, rates, and terms applied are summarized as 
follows: an annual management fee of 1% per year, a performance fee of 20% on earnings over an annual hurdle rate of 8%. 
The 8% hurdle rate resets annually and does not compound. The account is also subject to a high-water mark, so a performance 
fee is not earned if the account value is below that mark. 

GENERAL DISCLAIMERS 

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. 
The opinions expressed herein represent the current, good-faith views of BAM at the time of publication and are provided 
for limited purposes, are not definitive investment advice, and should not be relied upon as such. 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 clients of BAM or by BVV LP 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 
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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 BAM believes to be reliable and is for the exclusive use of the client. Market 
prices are obtained from standard pricing services or, for less liquid securities, from brokers and market makers. BAM makes 
no representations, warranties, or guarantees, 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. 

INDEX DISCLAIMERS 

Indices are unmanaged and do not incur management fees, transaction costs, or other expenses typically associated with an 
actively managed investment. Index performance is shown for illustrative purposes only and does not reflect the performance 
of any investment strategy offered by BAM. Index returns assume the reinvestment of dividends and capital gains, unless 
otherwise noted. 

The S&P 500 Index is a long-only market-capitalization-weighted index comprised of 500 large-cap U.S. companies. The 
MSCI ACWI Index is a long-only index composed of over 2,500 large and mid-cap companies across 23 developed markets 
and 24 emerging markets and covers approximately 85% of the global investable equity opportunity set. The MSCI ACWI 
Value Index is a long-only index composed of over 1,500 large- and mid-cap companies and exhibits overall value-style 
characteristics across 23 developed markets and 24 emerging markets. The value investment style characteristics for the MSCI 
ACWI Value Index construction are defined using three variables: book value to price, 12-month forward-looking earnings 
to price, and dividend yield. BAM’s strategies may invest globally, in both equity and non-equity securities, employ hedging 
strategies, and hold significant cash positions. As a result, the strategy’s composition and risk profile may differ materially 
from those of the indices shown herein. 

You cannot invest directly in an index. References to indices are provided solely as a comparative market benchmark. Past 
performance of the index is not a reliable indicator of future performance of any BAM strategy. 

Any third-party index data presented herein is the property of its respective owner and is provided “as is” without warranties 
of any kind. Such data may not be redistributed or used to create derivative works without prior written permission. Neither 
the index provider nor its affiliates shall have any liability in connection with the use of such data. 

For additional information about other indices or strategies mentioned here, you may contact us at ir@broyhillasset.com.  

CONFIDENTIALITY 

No part of this material may be copied, photocopied, or duplicated in any form, by any means, or redistributed without BAM’s 
prior written consent. 

THESE MATERIALS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO 
BUY ANY INTERESTS IN ANY FUND MANAGED BY BAM OR ANY OF ITS AFFILIATES. SUCH AN OFFER TO SELL 
OR SOLICITATION OF AN OFFER TO BUY INTERESTS MAY ONLY BE MADE PURSUANT TO THE 
CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM AND THE DEFINITIVE SUBSCRIPTION DOCUMENTS 
BETWEEN A FUND AND AN INVESTOR.

mailto:ir@broyhillasset.com
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