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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 18 to 22 stocks

High active share 

Large and Mid capitalized companies

Risk controls govern stock, sector and capitalization
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Investment Approach

Long Term Horizon

Holdings are viewed not as short-term trades but long term 

investments

TOTAL 
SHAREHOLDER 

RETURN

Concentrated

Focus on a small number 

of companies that are 

truly the “best ideas” and 

only add high conviction 

positions

Quality

Invest in quality 

businesses that generate 

sustainable revenue and 

cash flow growth 

regardless of the economic 

environment 
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Dedicated Team

Investment Team

Michael O. Tempest 
Managing Principal and Chief Investment Officer

Melanie H. Peche, CFA
Principal and Portfolio Manager

Casey D. Nelsen, CFA, 
Principal and Portfolio Manager

Tyler A. Partridge, CFA
Principal and Portfolio Manager 

Robert H. Cheney
Senior Investment Professional 

Carter Allen
Research Analyst 

Andrew H. Schaffernoth
Principal and Client Portfolio Manager

Nathan Rhees
Principal and Client Portfolio Manager

Trading

Todd Kearney
Director of Trading

Curtis Lingren
Trading Associate

Client Development & Service

Mark Woodruff
Senior Relationship Manager

Bob Leahy

Director, Northeast Region

Joe Reid
Director, Central Region

David Robinow
Director, Western Region

Keith Schwartz
Director, Southeastern Region

Zach Bitner
Client Services Leader

Administration

Haley Hammond
Chief Compliance Officer

Deborah Holmes
Senior Operations Associate

Donna Thygesen
Operations Associate

Cheryl Phippen
Administrative Associate

Nirvon Mahdavi
Controller
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Market Commentary
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We hope you are healthy and safe.  One result of the quarantine and social distancing due to the coronavirus pandemic is increased time 
for contemplation.  Crises often evoke a need for action.  The very word elicits a sense of urgency and activity.  Paradoxically, this crisis 
requires the opposite for many of the world’s citizens.  We must stop, slow down, and wait.  Life distills, resulting in a core existence that 
can both simplify and complicate.  At Alta, we spend much of our time estimating the value of the many products and experiences this 
world offers.  Many of us are now rediscovering the value of basic things often taken for granted, including health and time together.  
Please practice due care as we traverse this crisis.

Like much of the business world, we at Alta Capital have initiated a part of our operational plan that we thought we may never need - our 
Business Continuity Plan.  The vast majority of our team members are now working remotely, with laptops, multiple screens, and zoom 
conferencing all becoming the norm within our homes.  The transition has been seamless thanks to the hard work and preparedness of our 
operations team. Please feel free to reach out with any concerns – we are practicing social distancing while still very connected to our 
team members and clients.

The first quarter ended with the S&P 500 down 20% and down 24% from its high on February 19, 2020.  While this decline is large enough 
to be considered a bear market, it surprisingly is 18% above the lows reached just over one week ago, on March 23, 2020.  The volatility 
experienced in the market has had some pundits declare our first bear market in a decade (a 20% decline from the market high) and then a 
new bull market (a 20% increase from market lows) just three days later.  Such volatility emphasizes the difficulty in timing the market and 
invokes the sage advice that has benefited investors over time: Time in the market is more important than timing the market.

We know those words are easier said than done.  Daniel Kahneman, a psychology professor at Princeton University, won the Nobel Prize 
in 2002 for his research that demonstrated “repeated patterns of irrationality, and inconsistency in the ways human beings arrive at 
decisions and choices when faced with uncertainty.”  His research became the cornerstone of a new field of study known today as 
behavioral finance.  We often emphasize to clients the importance of, first, setting aside what cash may be needed for the next 12 to 18 
months, and with the remaining balance, constructing a financial plan that includes a diversified portfolio of investments that can increase 
wealth over time.  We are currently witnessing one of the reasons for including the cash cushion – it helps provide the discipline necessary 
to continue with a long-term investment strategy when economic or human crises threaten the near-term outlook.  

The volatility in the markets has presented opportunity to improve our investment portfolio, with an eye towards both weathering this crisis 
and emerging with an enhanced risk-adjusted return profile.  Companies like Paypal and Adobe have been added to portfolios, both of 
which are experiencing secular growth tailwinds in their respective industries and are leaders in both market share and innovation.  
STERIS Plc is another addition that brings both growth and defensive characteristics to the portfolio.  All three of these companies are 
better positioned than most to weather a longer-than-anticipated slowdown from the current pandemic if that were to arise.  We continue to 
seek quality investments that meet our criteria of strong returns on capital, robust free cash flow generation, and a runway of continued 
growth at attractive valuations.  Opportunity, volatility, and uncertainty are often positively correlated. Our focus remains constructing 
quality investment portfolios for our clients. Above all, stay safe and be well.
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Performance Summary
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As of March 31, 2020. Net returns shown are net of actual composite fee. Please see attached Disclosure and Discussion. Past performance is no guarantee of future performance.

Alta Select 
(gross of fees)

Alta Select 
(net of fees)

S&P 500

1 Month -15.36% -15.36% -12.35%

Quarter -22.13% -22.23% -19.59%

YTD -22.13% -22.23% -19.59%

The record-setting bull market was viciously interrupted in the first quarter by the COVID-19 virus 

pandemic after indexes had risen to all-time highs on February 19th. In the ensuing 23 days, the 

market notably entered a Bear cycle and eventually declined 34%. However, as a result of the 

Federal Reserve preemptively lowering interest rates by 1.50% and other monetary policies, the 

market retraced its steps some to post a quarterly loss of nearly 20%.



Top 5 Contributors
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Stock

Average

Portfolio 

Weight

Portfolio 

Total 

Return

Contribution 

to Portfolio 

Return

Commentary

S&P Global Inc. (SPGI) 3.07% -10.04% -0.29%

S&P Global outperformed in the quarter as the company benefitted from its 

relatively stable business model and recurring revenue stream. Well over half of 

S&Ps revenue is recurring in nature and unlikely to see a significant impact from 

recent economic weakness or market turmoil. 

Sherwin Williams Co.  

(SHW)
2.89% -21.05% -0.59%

Sherwin-Williams is a leader in architectural paint and industrial coatings. 

Unique distribution strategy provides structural advantage over competition. 

Fourth quarter results were mixed but management noted a relatively strong 

demand environment with customer order books and backlog at strong levels.

Becton Dickinson 

and Co. (BDX)
4.35% -15.23% -0.71%

When BDX reported at the beginning of February, they had beaten estimates 

and reported good underlying trends, but halved their organic revenue outlook, 

due to another regulatory misstep, this time affecting their market-leading Alaris 

pump. As a result, the stock sold off sharply. Since the 2/19 market peak, 

however, BDX has outperformed significantly, as its revenues should hold up 

relatively well in a COVID world. Not only does it provide much needed supplies 

and consumables to healthcare providers, its diagnostics division is exposed to 

increased demand for drug/vaccine experimentation and testing.

Fiserv Inc. (FISV) 4.06% -17.85% -0.75%

The durability of Fiserv’s business model is usually appreciated in uncertain 

times, which helped drive favorable stock performance in the quarter. Nearly 

90% of revenue is generated from recurring account- and transaction-based 

fees under contracts that generally have terms of 3-5 years and 98-99% 

retention rates. The company reported solid Q4 results in February and later 

raised its synergy targets in March, which aided sentiment.

Thermo Fisher Scientific 

(TMO)
5.46% -12.64% -0.75%

Thermo Fisher Scientific’s Q4 revenue and earnings slightly beat expectations.  

Performance was robust across all segments and 2019 guidance met street 

expectations. Leading supplier of research equipment and consumables to the 

life sciences industry continues to execute.



Bottom 5 Contributors
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Stock

Average

Portfolio 

Weight

Portfolio 

Total 

Return

Contribution 

to Portfolio 

Return

Commentary

KAR Auction Services 

Inc. (KAR)
3.83% -44.11% -2.21%

KAR reported an encouraging Q4 print driven by solid core business trends, 

offset by ongoing TradeRev headwinds. The company has underperformed YTD 

due to economic sensitivity to lease originations, as COVID-19 has halted 

positive trends shown in early 2020. Once the outbreak subsides, pushed-out 

demand should recoup as vehicles are eventually auctioned off. Lease 

originations over the NTM will be something to watch to see how much demand 

is recovered with lower interest rates.

Expedia Group Inc. 

(EXPE)
4.02% -47.76% -2.04%

Expedia has underperformed due to COVID-19 virus fears, as both business 

and discretionary travel have grinded to near complete stop. With Barry Diller 

taking charge, the company had been gaining momentum through a positive Q4 

report coupled with a new cost savings initiative that would drive DD% EBITDA 

growth. The macro shock has weighed heavily on the OTA space, but may be a 

strong bounce-back candidate once the outbreak subsides.  

Booking Holdings 

(BKNG)
5.68% -34.49% -1.89%

The current COVID-19 crisis is directly impacting travel. While OTAs in general 

and BKNG specifically were able to grow through the global financial crisis, this 

time we are likely to see lower metrics across the board for a protracted length 

of time. BKNG has the best balance sheet in the industry and should have the 

ability to reduce some variable costs over the next few quarters to minimize 

losses during this period. We expect a spring-loaded rebound once the COVID-

19 crisis subsides.

Walt Disney (DIS) 4.96% -33.21% -1.57%

Our Disney investment thesis was challenged in the quarter and the stock 

underperformed as changing world dynamics led to closed parks and resorts, 

parked cruise ships, a shutdown of professional and college sports, and box 

office revenue disappearing. Disney+ should see a benefit from increased time 

at home, but strength in streaming can only partially offset weakness across 

many other categories of the business.  

JP Morgan Chase 

(JPM)
4.11% -35.00% -1.45%

JPM underperformed along with all others banks in the quarter on the back of 

economic concerns and as Federal Reserve actions to combat COVID-19 led to 

record low interest rates. 



Industrials 3.1

Kar Auction Services 3.1

Health Care 13.2

Becton Dickinson & Co 4.5

Steris Plc 3.1

Thermo Fisher Scientific 5.5

Consumer Staples 4.0

Constellation Brands 4.0

Materials 2.9

Sherwin Williams Co 2.9

Consumer Discretionary 20.6

Booking Holdings 5.6

Dollar Tree Stores 2.8

Expedia Group 3.1

Home Depot Inc 5.5

Ulta Beauty Inc 3.3

Information Technology 23.5

Apple Inc 5.5

Fiserv Inc 4.1

Paypal Holdings 3.0

Visa 7.0

Zebra Technologies 3.8

Materials 2.9

Sherwin Williams Co 2.9

Financials 12.1

JP Morgan Chase 3.9

Markel Corp 5.1

S&P Global Inc 3.1

Communication Services 19.2

Alphabet Inc 7.3

Facebook Inc 7.0

Walt Disney Co 4.9

Cash 1.0

Holdings

9Alta Select Portfolio as of March 31, 2020. 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 Holdings
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Stock
Portfolio 

Weight %
Quality Growth Appraisal

Alphabet Inc. 

Cl. A (GOOGL)
7.3%

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 22% over the last five years with FCF in 2019 

of over $30B. 

Facebook Inc. 

(FB)
7.0% 

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 lowered profitability, but the company still generated a record ROIC of 19% in 2019.    

Visa Inc. (V) 7.0%

As the world’s leading global payment technology company, Visa facilitates nearly half of all global credit and 

debit card transactions and is leading the charge in driving the migration toward global digital currency.  

Visa’s international revenues account for nearly 55% of the company’s total revenues and we see room for 

continued growth. 

Booking Holdings 

(BKNG) 
5.6% 

Booking Holdings is one of the largest online travel agencies (OTA) in the world with strong brands and an 

entrenched global network. BKNG benefits from a favorable margin structure, driven by its agency-focused 

model, and a favorable revenue mix (lower exposure to air and higher exposure to room nights). 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. Online penetration is low, around 40%, and BKNG has meaningful 

room to grow with still only a low teen market share. We expect BKNG to emerge from the current pandemic 

crisis in an even stronger competitive position as a strong partner for independent hotels and smaller chains. 

Online penetration is still low and, in normal times, constitutes an important secular tailwind as the OTA space 

grows faster than the overall economy.

Apple Inc. (AAPL) 5.5%

Over the past few years, Apple has developed one of the most valuable brands in the world and has plenty of 

room to grow as Macs, iPods, iPads and iPhones continue to impress consumers with new and convenient 

features and as they expand their brand to new markets around the world. Apple has become a diversified 

consumer technology company. Apple consistently generates large amounts of FCF while delivering an ROIC 

above 20%. 



Portfolio Changes
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BUYS

Paypal Holdings 

(PYPL)

Steris Plc (STE)

Paypal manages a two-sided proprietary global technology platform that links both merchants and customers to facilitate the 

processing of payment transactions. The company operates the preferred digital wallet option for merchants other than 

Amazon, as evidenced by industry-low attrition rates and a large online acceptance lead versus other digital wallets. In our 

view, PayPal will continue to benefit from growth in eCommerce and digital person-to-person payments to drive 20%+ 

growth in payment volume for the foreseeable future. At 30x NTM earnings, we see compelling value in shares given our 

confidence in durable 18-20%+ average earnings growth over the next five years.

Steris Plc is a leading provider of sterilization services for the healthcare market with four segments serving various parts of

the market. Health Care Products offers consumables, equipment maintenance, and equipment to hospitals, surgical 

centers and clinics. Equipment such as washers and sterilizers are essential to maintaining a safe environment. The 

Specialty Services segments offers solutions and managed services to hospitals including sterilization and equipment 

repair, often on site. The Life Sciences segment sells consumables, equipment and services to pharmaceutical 

manufacturers around the world. Applied Sterilization provides contract sterilization for medical device and pharmaceutical 

manufacturers across a network of over 50 sterilization and laboratory facilities worldwide. Steris has a record of delivering 

high single to low double digit revenue growth on an annual basis with a free cash flow CAGR of greater than 20% over the 

last five years. Near term demand for sterilization services and equipment should be strong while a focus on health care 

safety and demand for increased protections in all health care environments will drive demand longer term.

SELLS

Check Point 

Software Tech. 

(CHKP)

A leader in network security and next generation firewalls, CHKP provides threat prevention services to corporations and 

governments. Sales growth below our expectations resulted in a decrease to our forward earnings expectations. We sold 

our position as the diminished growth expectations decreased our calculated intrinsic value.



Assessment
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As of March 31, 2020.  Index data sources:  Morningstar Direct and FactSet. 

Capitalization Distribution Portfolio S&P 500

Mega Cap (> $97.6 B) 50.4 53.9

Large Cap ($23.6 B to $97.6 B) 24.6 29.8

Mid Cap ($2.5 B to $23.6 B) 21.8 16.2

Small Cap (< $2.5 B) 3.2 0.1

Top 10 Holdings % of Portfolio

Alphabet Inc 7.3

Visa Inc 7.1

Facebook Inc 7.0

Booking Holdings 5.6

Home Depot Inc 5.6

Apple Inc 5.6

Thermo Fisher Scientific 5.5

Markel Corp 5.2

Walt Disney Co 4.9

Becton, Dickinson & Co 4.5

0% 5% 10% 15% 20% 25% 30%

Cash

Utilities

Materials

Information
Technology

Industrials
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Financials

Energy

Consumer
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Consumer
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Communication
Services

Sector Allocation

Alta Select S&P 500



The Three Pillars of Alta: 

Profitability, Growth, Valuation
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Characteristics Alta Select
S&P

500

Holdings 22 506

Dividend Yield 1.1 2.3

Market Cap ($B) 240.6 284.2

Active Share (%) vs. 84.4

Turnover (5 Yr %) 22.7

Est EPS Growth 11.2 6.7

EPS Variability 38.8 41.6

Net Margin 14.3 11.4

Return on Invested Capital 13.2 12.3

Return on Equity 16.5 15.2

P/E Ratio (12 mos forward) 17.7 15.5

All data represents Alta’s Select portfolio as of March 31, 2020. 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. Est EPS Growth shown is next two calendar years. Source: Morningstar Direct and  FactSet.

Active management...

Growth and 
profitability…

At a sensible price...



Alta Select

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, 2019 by ACA Performance Services. 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.  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.  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. The 

annual composite dispersion is an asset-weighted standard deviation calculated for the 

accounts in the composite the entire year.  Retail fee schedule is as follows:  1st $1 mm 

@ 1.00%, next $4 mm @ .90%, next $5 mm @ .70%, next $15 mm @ .60%, next $25 

mm @ .50% and negotiable thereafter. Quarterly minimum fee $625. Institutional fee 

schedule is as follows: 1st $25 mm @ 0.60%, Next $25 mm @ 0.50%, Next $25 mm @ 

0.40%, More than $75 mm 0.35% flat. Minimum account size $5 mm, quarterly minimum 

fee $7,500. As of the following year end periods, the amount of non-fee paying assets as 

a percentage of the total assets in the composite were as follows: 2018: 8%, 2019: 10%

The Select composite was created March 31, 2007. 

Select contains fully discretionary equity accounts concentrated in large cap core equities with less volatility than the 

benchmark.  The composite is measured against the S&P 500. The S&P 500 is an index of 500 stocks designed to reflect the 

risk/return characteristics of the large-cap universe. There is no account minimum for this composite. 


