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Disciplined Process, Lower Volatility 

Objective: Long-term growth of capital with lower than market volatility.

Philosophy: Alta Capital Management believes companies with industry-leading profitability 
and high free cash flow growth yield superior investment returns with nominal 
risk.

Strategy: The essence of our investment process rests on three pillars: profitability, growth 
and valuation. These pillars define our search for ‘quality’. A quality company in 
an Alta portfolio is profitable throughout the economic cycle, has a deep 
competitive moat, exhibits financial flexibility and consistently grows its free cash 
flow, all while trading at an attractive valuation.

Portfolio: Concentrated portfolio of 30 to 35 stocks

High active share 

Large, Mid and Small capitalized companies

Risk controls govern stock, sector and capitalization
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Alta Capital Provides a Unique Offering 

Boutique firm with a 38-year history

Concentrated, high active share, lower risk profile

Sustainability of earnings growth, profitability and competitive advantages drives 
future cash flow generation

Valuation consciousness

Quality factors promote client confidence
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Margin, ROE, ROIC, Liquidity, FCF 
…Greatest Long-Term Impact
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Source: Strategas

Using Russell 3000 data gathered from 1991-2017, Strategas Research Partners analyzed the performance attribution of seventeen factors across four categories: Quality, Growth, Valuation and Market, looking at top 
quintile vs. bottom quintile companies in each category.  Quality factors (Margin, ROE, ROIC, FCF growth) stand out as key differentiators over the long-term.



Market Commentary

5

The first quarter of 2019 posted the best return for the S&P 500 in nearly ten years, as the market bounced following a 

sharp sell-off in late 2018.  The S&P 500 rose more than 13%, driven by large-cap technology related names such as 

Facebook, MasterCard and Apple, all up more than 20% on the quarter.  Concerns around international trade, slowing 

economic growth, political turmoil and fed rate hikes all seemed to melt away as markets climbed the wall of worry.  S&P 

earnings expectations for 2019 peaked in October and have been on a steady decline since, with current expectations 

calling for just 4.3% growth this year.  The market currently trades at a 16.7x price to earnings multiple, a reasonable level 

considering the low interest rate environment.  

Weakness in late 2018 was largely due to Federal Reserve policymakers signaling more room to raise rates and investors 

feeling less optimistic that rate hikes were the right move for the market.  In January, we saw a more dovish Fed specifying 

that rates were likely much closer to their targeted neutral level than they had previously indicated.  Following the most 

recent meeting, few expect any new rate hikes this year with just one called for in 2020.  Lower rates help justify a higher 

multiple.  However, with the Fed pausing here, there would be less room to lower rates if the economy did meaningfully 

slow, potentially magnifying the pain of a future recession.  

The US still appears to be the fastest growing developed economy in the world with an unemployment rate of just 3.8% 

and 2018 GDP growth of 2.9%.  Economic growth near 3% is unlikely to repeat in 2019, most expect the economy to grow 

around 2.4% this year.  This is still above trend and ahead of Europe and Japan.  Inflation remains low, giving the Fed 

cover to pause rate increases, and allowing the expansion to continue.  With 10-year rates falling back to the mid 2% 

range, borrowing costs will likely remain low in the near term, allowing businesses to invest for the future at attractive 

rates.  The change in Fed policy, coupled with low rates around the globe, has sent Treasury rates lower in 2019.  The 

yield curve, or the charted path of Treasury rates by duration, has flattened out.  When 2-year Treasury and 10-year 

Treasury notes yield the same amount, investors take that to mean growth expectations have diminished significantly and 

a recession could be on the horizon.  While a recession has always come after an inversion of the yield curve, a yield 

curve inversion has not always led to a recession.  And historically, the recession has not come quickly following an 

inversion.  In the most recent five curve inversions, the market has gone on to rise a further 11% on average before the 

recession began.  Indeed, the inversion of the curve does not mean a recession is imminent.  
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Performance Commentary
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The first quarter of 2019 witnessed a dramatic rebound from the end of 2018. US markets rallied 

on growing optimism that a trade agreement between the U.S. and China could be imminent as 

well as news that the Fed has stopped raising rates for now.  In March, the bull market in stocks 

turned ten years old, underpinned by solid economic data.

Portfolio (gross) Portfolio (net) Russell 3000

1 Month 2.59% 2.56% 1.46%

Quarter 14.38% 14.27% 14.04%

YTD 14.38% 14.27% 14.04%

As of March 31, 2019.  Net returns shown are net 0.40%.  Please see attached Disclosure and Discussion. Past performance is no guarantee of future performance. 



Top 5 Contributors
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Top 5

Average

Portfolio 

Weight

Portfolio 

Total 

Return

Contribution 

to Portfolio 

Return

Commentary

Facebook Inc. 4.97% 27.16% 1.31%

Facebook is benefitting from continued monetization success with Instagram 

and Facebook Stories and demonstrating dominance in social network 

advertising. A move toward Instagram Commerce is increasingly an 

opportunity to drive revenue in the future. At just over 22x earnings 

expectations the stock is attractive due to its economic moat and growth 

opportunities. 

Apple Inc. 6.07% 20.94% 1.30%

Apple outperformed on the back of a preannouncement of iPhone sales 

weakness as investors bought into the future growth driven by services 

businesses.  Services revenue of nearly $11B growing at near 20% confirmed 

the opportunity is large. A March event announcing new services including 

Apple TV+ and Apple News+, subscription services, was well received and 

moved shares higher.    At 16x earnings the stock is one of the most 

reasonably priced technology growth names.  

Fleetcor Technologies 3.15% 32.78% 0.99%

Fleetcor Technologies posted a solid sales and earnings beat and reiterated 

full-year guidance despite a challenging macro environment. Long term 

organic revenue growth of 10% and eps growth 15-20%, trading at 19x next 

year. Sales are increasingly global, digital, recurring and less buffeted by fuel 

price and spreads. 

Intuit Inc. 2.63% 33.10% 0.83%

Intuit posted big beat on earnings and strong QuickBooks Online adoption, 

resulting in small business online revenue up 38%. This growth is attributed 

to its transition to online and is witnessing one of the strongest uptakes with 

Consumers, thanks in large part to TurboTax live. Intuit enjoys a significant 

economic moat in both its consumer tax and small business segments.

MasterCard Inc. 3.14% 25.02% 0.76%

MasterCard outperformed in the first quarter on continued strong revenue and 

earnings growth driven by 15% volume growth globally and 12% growth in the 

U.S.  Growth in the U.S. continues to be strong accelerating 1% in Q4 relative 

to Q3.  



Bottom 5 Contributors
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Bottom 5

Average

Portfolio 

Weight

Portfolio 

Total 

Return

Contribution 

to Portfolio 

Return

Commentary

CVS Health Corp. 3.23% -17.06% -0.64%

CVS had initial 2019 EPS guidance 8% below consensus expectations.  

Tax reform investments and weakness in the long-term care segment 

caused half of the miss.  Merger with Aetna creates an unparalleled 

integrated healthcare offering best positioned to deliver the ever-elusive 

quality care at a low cost.  Attractive valuation at 7.6x 2019 earnings.

Markel Inc. 2.57% -4.03% -0.11%

Two consecutive years of record catastrophe losses for the insurance 

industry and a fourth quarter equity market selloff pressured earnings and 

the value of Markel’s investment portfolio.  Premium growth remains robust 

and underwriting margins still among best in industry. A reversion to the 

mean on loss rates should produce significant upside in shares.

Berkshire Hathaway B 2.60% -1.61% -0.05%

Berkshire Hathaway underperformed in the strong first quarter market on 

few headlines.  The strong performance in the fourth quarter in a weak 

market is likely partially to blame.  

The Walt Disney Co. 2.91% 1.26% 0.04%

Disney underperformed in the first quarter due to investor anxiety around 

the Disney+ roll out.  With few details available thus far we await more 

news from an investor meeting in early April that should provide us with 

pricing, a launch date, and potential opportunity for share gains in the DTC 

space. 

Booking Holdings Inc. 4.85 1.31% 0.05%

Booking Holdings posted strong results, with earnings up 33% and 

revenues up 15%, but the stock sold off on soft guidance, but still above the 

street consensus. Concerns linger over a soft macro environment in 

Europe, affordability of travel for Chinese consumers and more competition 

from hotel chains and the likes of Airbnb. 



Holdings
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Energy 2.8

Phillips 66 2.8

Industrials 6.1

Fortune Brands Home & Security 1.3

Middleby Corp 2.1

Union Pacific 2.7

Communication Services 13.0

Alphabet Inc * 5.3

Facebook Inc * 5.0

Walt Disney Co 2.6

Consumer Staples 2.5

Constellation Brands 2.5

Consumer Discretionary 14.1

Booking Holdings * 4.5

Dollar Tree Stores 3.0

Lowes Companies 3.4

TJX Companies, Inc. 3.0

Information Technology 32.6

Amphenol Corp 3.1

Apple Inc * 6.6

Broadridge Financial Solutions 3.1

Check Point Software 3.1

Cognizant Tech Solutions 2.8

Fleetcor Technologies * 3.5

Intuit Inc 2.8

Littelfuse Inc 2.3

Mastercard Inc 3.2

Nvidia Corp 1.6

Health Care 8.3

Becton Dickinson & Co 2.8

CVS Health Corp 2.6

Thermo Fisher Scientific 2.7

Financials 12.7

Berkshire Hathaway, Inc 2.4

Markel Corp 3.0

S&P Global Inc 2.8

Wells Fargo & Co 2.5

Western Alliance Bancorp 1.9

Materials 5.6

Ecolab Inc 2.6

Sherwin Williams Co 2.9

Cash 1.9

Alta All Cap Quality Growth Portfolio as of March 31, 2019. Holdings are to be considered supplemental information. The securities identified and described do not represent all of the securities 

purchased, sold or recommended for client accounts. The reader should not assume that an investment in the securities identified was or will be profitable. Strategy holdings and sector allocations 

are subject to change and should not be considered a recommendation to buy or to sell any security. Past performance is not indicative of future results.. 

* Top 5 holding



Top 5 Holdings
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STOCK
PORTFOLIO

WEIGHT %
QUALITY / GROWTH APPRAISAL

Apple Inc. 6.6%

With revenue streams from several sources including hardware, software, music and apps, Apple has 

become a diversified consumer technology company.  Apple consistently generates large amounts of FCF 

while delivering an ROIC above 20%.  

Alphabet Inc. A 5.3%

Alphabet is the holding company for Google and its many diverse businesses including YouTube and self-

driving car startup Waymo.  The core Google search advertising business is incredibly profitable and 

remains a strong grower.  The company has delivered a FCF CAGR of 15% over the last five years with 

expected FCF in 2019 of over $30B. 

Facebook Inc. 5.0% 

Facebook is the world’s leading social networking platform with a focus on continued user growth and 

platform expansion.  The company also owns Instagram and WhatsApp. Recent concerns around privacy 

and security have been a headwind for profitability, but the company still generated a record ROIC of 28% 

in 2018.

Booking Holdings 4.5% 

Booking Holdings is the global leader in the attractive online travel agency space and the best positioned 

for strong growth. The online travel agency (OTA) space is growing faster than the economy. BKNG’s 

strong brands and an entrenched global network form a significant competitive moat and should help 

protect the company’s high margins well into the future. BKNG enjoys a solid lead in the fast-growing 

emerging market travel space, particularly in China, underpinned by a growing middle class in these 

countries and rapidly growing aviation. The travel booking market, in general, is enormous at $1.2 trillion, 

while online penetration is low, around 40%, and BKNG has meaningful room to grow with still only a 

single-digit market share.

Fleetcor

Technologies
3.5%

Fleetcor Technologies is the undisputed leader in fleet cards and workforce payment products to 

businesses and government entities. High growth, stable and predictable stream of transaction-based 

recurring revenues on routine purchases; highly scalable on operating expenses. Fleet cards provide 

significant savings and benefits to fleet owners (purchase controls, lower fraud, custom reporting) and card 

users (convenience) but are only 50% penetrated due to limited awareness. For oil companies: a great 

marketing opportunity thanks to a high-volume customer base, increased sales and stronger customer 

loyalty. Attractive slightly higher than market multiple, yet double-digit revenue growth, mostly organic.



Portfolio Changes
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BUYS

Thermo Fisher 

Scientific (TMO)

TMO is the world’s largest supplier of research equipment and consumables in the life science industry. The market for 

TMO’s products is greater than $80 billion per year and the company is among the industry leaders in nearly every product 

category in which it competes. Thermo Fisher is well positioned to take advantage of growing global demand for analytic 

and diagnostic equipment and services as populations rise out of poverty and direct more incremental spend toward 

healthcare. The company serves over 400,000 customers at pharmaceutical and biotechnology companies, hospitals, 

universities, research institutions and government agencies throughout the world. TMO currently trades at a PE of 22.4x 

with expected EPS growth of 12-15% over the next four years. Bolt-on acquisitions could add an additional 3% to that 

growth rate. TMO has an unmatched breadth of products and a management team with a history of solid execution.

Constellation 

Brands (STZ)

Constellation brands is a leading producer and distributor of alcoholic beverages. The company has exclusive rights to

import Corona, Modelo and Pacifico Mexican beers. The portfolio also includes Ballast Point, one of the most awarded craft 

brewers in the U.S. Constellation is also the world's leading producer and marketer of premium wine. They sell across the 

table wine, sparkling wine, and dessert wine categories and across all price points, popular, premium and luxury categories. 

STZ has grown its free cash flow 17% annually over the last 5 years and in fiscal 2019 delivered 33.4% return on equity.

SELLS

Novo Nordisk 

(NVO)

After holding shares of Novo Nordisk for over 10 years, the position was sold due to a deterioration in our investment thesis 

as a result of intense competition and weakening fundamentals. The company continues to face significant pricing pressure 

from politicians, the media and reimbursement plans. Price increases will no longer contribute to growth whereas they have 

historically had a meaningful impact. With limited visibility going forward as bipartisanship intensifies on the subject, we felt it 

was time to exit NVO. 

Fastenal (FAST) Fastenal was sold as it met Alta’s performance expectations.  After Q4 earnings release, our updated intrinsic value showed 

limited upside to current price. A Forward P/E  of ~22x was above the 5-year average and with bottom line growth at 9%, 

the PEG was hefty at 2.5.   

Cerner (CERN) Cerner failed to thrive. Earnings disappointed 4 out of the last 4 quarters on bookings and revenue. Disappointment in 

guidance and the new realities of increasingly large and lumpy orders makes for low visibility. With the core EHR market 

saturated, CERN has plans to grow in newer strategies that will change the profitability mix and pace of uptake. CERN will 

likely be part of the solution for value-based care and “retailization” of healthcare, but the lack of immediate impetus and 

increased competition makes the growth outlook cloudier.



Characteristics and Capitalization Distribution data represents All Cap Quality Growth Portfolio as of March 31, 2019.  Top Ten Holdings and Sector Allocation data represents All Cap Quality Growth 

Portfolio as of March 31, 2019.   Data Source:  Morningstar Direct and BNY Mellon.  

Assessment 
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Capitalization Distribution Portfolio R3000

Mega Cap (> $118.1 B) 33.1 42.2

Large Cap ($29.9 B to $118.1 B) 43.1 26.2

Mid Cap ($3.4 B to $29.9 B) 23.8 25.3

Small Cap ( < $3.4 B) - 6.3

Top 10 Holdings % of Portfolio

Apple Inc 6.6

Alphabet Inc A 5.3

Facebook Inc 5.0

Booking Holdings 4.5

Fleetcor Technologies 3.5

Lowes Companies 3.4

Mastercard Inc 3.2

Amphenol Corp 3.1

Broadridge Financial 3.1

Check Point Software 3.1
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Alta All Cap R3000



The Three Pillars of  Alta: 
Profitability, Growth, Valuation
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Characteristics
All Cap Quality 

Growth

Russell

3000

Holdings 32 2977

Dividend Yield 0.97 1.85

Market Cap ($B) 195.3 194.6

Active Share (%) vs. 86.7

Turnover (5 Yr. Avg. %) 19.7 -

Est 1 Yr EPS Growth 19.3 17.6

EPS Variability 33.1 42.4

Net Margin 18.3 15.0

Return on Invested Capital 15.6 5.3

Return on Equity 22.4 9.4

P/E Ratio (12 mos forward) 18.6 17.2

PEG FY1 Est 1.8 3.1

All data represents Alta’s All Cap Quality Growth portfolio as of March 31, 2019. MPT Statistics are as of 5 years March 31, 2019 period ended. Past performance is no guarantee of future 

performance. Alta Capital Management is a SEC registered investment adviser and claims compliance with the Global Investment Performance Standards (GIPS). All currency in US Dollars. Source: 

Morningstar Direct and  BNY Mellon.

Active management...

Growth and 
profitability…

Sensible valuation...



All Cap Quality Growth 
Composite Annual Disclosure
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Alta Capital Management, LLC claims compliance with the Global Investment 

Performance Standards (GIPS®) and has prepared and presented this report in 

compliance with the GIPS standards. Alta Capital Management, LLC has been 

independently verified for the periods January 1, 1993 through December 31, 2016 by 

Ashland Partners & Company LLP and for the periods January 1, 2017 through 

December 31, 2017 by ACA Performance Services, LLC. The verification report is 

available upon request.  Verification assesses whether (1) the firm has complied with all 

the composite construction requirements of the GIPS standards on a firm-wide basis and 

(2) the firm’s policies and procedures are designed to calculate and present performance 

in compliance with the GIPS standards. Verification does not ensure the accuracy of any 

specific composite presentation.

The GIPS firm is defined as Alta Capital Management, LLC which is an independent 

money management firm that focuses on identifying high quality growth companies 

through fundamental analysis and a sound valuation methodology.  Alta's assets are 

managed under one discipline referred to as quality growth.   The firm maintains a 

complete list and description of composites, which is available upon request.  Policies for 

valuing portfolios, calculating performance, and preparing compliant presentations are 

available upon request. 

On January 2, 2018 Guardian Capital Group purchased a majority interest in Alta Capital 

Management. 

Results are based on fully discretionary accounts under management, including those 

accounts no longer with the firm.  Beginning July 1, 2006, composite policy requires the 

temporary removal of any portfolio incurring a client initiated significant cash inflow or 

outflow of at least 20% of portfolio assets.  The temporary removal of such an account 

occurs at the beginning of the month in which the significant cash flow occurs and the 

account re-enters the composite the next month after the cash flow.  Prior to June 30, 

2006, accounts were removed for cash flows of 10% or larger, and between July 1, 2002 

and September 30, 2003, they were removed for flows of 5% or larger.  Additional 

information regarding the treatment of significant cash flows is available upon request.  

Past performance is not indicative of future results.  

The U.S. Dollar is the currency used to express performance.  Returns are presented 

gross and net of actual management fees and include the reinvestment of all income.  

Net of fee performance was calculated by accounting system based on below fee 

schedule. Net of fee performance was calculated using actual management fees and 

sub-advisor fees, where applicable.  The annual composite dispersion is an asset-

weighted standard deviation calculated for the accounts in the composite the entire year.  

Fee schedule is as follows:  1st $1 mm @ 1.00%, next $4 mm @ .90%, next $5 mm @ 

.80%, next $15 mm @ .70%, next $25 mm @ .60% and negotiable thereafter. Quarterly 

minimum fee $625. Institutional fee schedule is as follows: First $25 mm @ .60%, Next 

$25 mm @ .50%, next $25 mm @ .40%, More than $75 mm .35% flat. Minimum account 

size for this fee schedule is $5 million. Minimum quarterly fee $7,500/quarter. 

The All Cap Quality Growth Composite was created June 30, 2000.  Prior to October 1, 

2007, the composite was named the All Cap GARP Equity Composite. 

N.A. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.

All Cap Quality Growth Composite consists of discretionary accounts investing in equities with a capitalization of above $500

million.  The composite is measured against the Russell 3000 and the Russell 3000 Growth indices.  The Russell 3000 is an 

index measuring the performance of the largest 3,000 U.S. companies representing approximately 98% of the investable U.S. 

equity market. The Russell 3000 Growth is an index measuring the performance of the broad growth segment of the U.S. 

equity universe including companies with higher price-to-book ratios and higher forecasted growth rates.  The minimum account 

size for this composite is $250 thousand.  Prior to January 1, 2005, there was no account minimum.  


