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MARKET ENVIRONMENT 

U.S. equities finished higher during the quarter, with 

10 of 11 GICS sectors posting positive returns. Infor-

mation technology drove the majority of positive 

market momentum, followed by communication 

services. Consumer staples were the sole detractor 

from market performance during the period. 

PORTFOLIO PERFORMANCE 

The portfolio’s return was 2.39% (net) for the report-

ing period. This compares to the Russell 1000 Value 

Index that returned 5.33% for the same period. 

Top contributors: 

• Warner Bros Discovery (WBD) was a contributor

during the quarter. The media company’s stock

price surged by 29% in a single trading session in

September – its best day on record – amid re-

ports that it is an acquisition target for Para-

mount-Skydance. In our view, this merger could

generate meaningful cost synergies and create

a scaled competitor with a deep and un-

matched content library. We continue to

closely monitor WBD’s evolving outlook and be-

lieve its long-term prospects remain attractive,

backed by solid recent earnings, renewed dis-

tribution deals and growing momentum in its

Streaming segment.

• Alphabet was a contributor during the quarter.

The technology conglomerate’s stock price ap-

preciated following a favorable ruling in the

Google Search antitrust case and second-quar-

ter earnings that exceeded expectations across

the board. Innovations in the Google Search ex-

perience are driving both engagement and

revenue benefits. Moreover, Cloud growth is ac-

celerating thanks to robust demand for AI work-

loads. We continue to believe Alphabet is

undervalued on a sum-of-the-parts basis and 

see potential for the company’s AI leadership to 

drive further upside across the portfolio. 

• IQVIA Holdings was a contributor during the

quarter. The U.S.-headquartered provider of ad-

vanced analytics, solutions, and clinical re-

search services saw its stock price appreciate

after having delivered solid second-quarter re-

sults amidst a challenging pharma environment.

The results reaffirmed our thesis that the technol-

ogy and analytics solutions (TAS) segment is un-

derappreciated and poised for future growth.

Further the R&D solutions business showed signs

of gaining share, with its win rate improving sig-

nificantly. We believe forward-looking indicators

are encouraging and think the company can

extract further value as it leverages next-gen

trends.

Top detractors: 

• Keurig Dr Pepper was a detractor during the

quarter. The U.S. beverage company’s stock fell

after announcing the acquisition of JDE Peet’s,

which owns a collection of global coffee

brands. Once the combination is complete,
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Keurig Dr Pepper plans to split into two separate 

entities. One entity will specialize in coffee, while 

the other focuses on soft drinks. Separating the 

coffee and soft drink segments makes strategic 

sense, as synergy estimates appear conserva-

tive, and the multiple paid for JDE Peet’s was 

undemanding. In our view, investors reacted 

harshly to this announcement because the two-

step transaction adds complexity, increases 

debt, and unexpectedly raises exposure to the 

coffee category. We believe the sell-off was 

overdone since Keurig Dr Pepper’s fundamen-

tals remain healthy, the organization has a 

proven track record of deleveraging after prior 

deals, and the upcoming separation will expose 

the significant sum-of-the-parts discount. 

• Molina Healthcare was a detractor during the

quarter. The U.S.-headquartered managed

care company’s stock price declined after it re-

ported challenging second-quarter results and

reduced full year earnings per share guidance.

This negative revision was caused by cost pres-

sure in the company’s Medicaid and Market-

place businesses. While today’s valuation seems

to imply that the headwinds impacting Molina

are structural, we believe they’re attributable to

temporary factors and expect a meaningful

earnings recovery in the coming years.

• Salesforce was a detractor during the quarter.

The U.S.-headquartered customer relationship

management company’s stock price declined 

despite reporting earnings that we viewed as 

solid. Data Cloud and Agentforce performed 

well, in our view, and management continued 

to repurchase shares. In our view, there is room 

for continued growth as the company lever-

ages its unique position to help businesses de-

ploy AI and continues to restructure its sales or-

ganization.  

PORTFOLIO POSITIONING 

We did not initiate any new positions or final sales 
during the period.

OUTLOOK 

We have argued that for too long of a period the 

weight of money invested globally was heavily 

skewed to a handful of U.S. growth names. Despite 

this, we’ve remained focused on using our bottom-

up, fundamental analysis to inform portfolio con-

struction. 
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AVERAGE ANNUALIZED TOTAL RETURNS (%) 
 

QTD YTD 1 yr 3 yrs 5 yrs 10 yrs 
Since 
inception 

U.S. Concentrated Strategy Gross of Fees 2.64  7.03  12.68 22.62  15.48  14.17  14.25  

U.S. Concentrated Strategy Net of Fees 2.39  6.24  11.57 21.42 14.34 13.04  13.31  

Russell 1000 Value Index  5.33  11.65  9.44  16.96  13.88  13.05  10.60  

S&P 500 Index  8.12  14.83  17.60  24.94  16.47  12.12  10.73  
 
Returns for periods less than one year are not annualized. Composite inception: 12/31/1990 
Past performance is no guarantee of future results. Current performance may be lower or higher than the performance data quoted. The gross performance presented above does not reflect the deduction of 
investment advisory fees. All returns reflect the reinvestment of dividends and capital gains and the deduction of transaction costs. The client’s return will be reduced by the advisory fees and other expenses it 
may incur in the management of its account. The advisory fee, compounded over a period of years, will have an adverse effect on the value of the client’s portfolio. 
 
Understanding the risks 

All investments carry a certain degree of risk, includ-
ing possible loss of principal. There is no assurance 
that an investment will provide positive performance 
over any time period. Value stocks may fall out of fa-
vor with investors and underperform growth stocks 
during given periods. Because the strategy is non-di-
versified, the performance of each holding will have 
a greater impact on the strategy's  total return and 
may make the returns more volatile than a more di-
versified investment strategy. Medium-sized compa-
nies' stocks tend to be more volatile than those of 
large companies and have underperformed the 
stocks of small and large companies during some pe-
riods. 

This material is not intended to be a recommenda-
tion or investment advice, does not constitute a so-
licitation to buy, sell or hold a security or an invest-
ment strategy, and is not provided in a fiduciary ca-
pacity. The information provided does not take into 
account the specific objectives or circumstances of 
any particular investor or suggest any specific course 
of action. Investment decisions should be made 
based on an investor’s objectives and circumstances 
and in consultation with his or her advisors.  

The information, data, analyses, and opinions pre-
sented herein (including current investment themes, 
the portfolio managers’ research and investment 

process, and portfolio characteristics) are for infor-
mational purposes only and represent the invest-
ments and views of the portfolio managers and Harris 
Associates L.P. as of the date written and are subject 
to change without notice. 

The specific securities identified and described in this 
report do not represent all the securities purchased, 
sold, or recommended to advisory clients. There is no 
assurance that any securities discussed herein will re-
main in an account’s portfolio at the time one re-
ceives this report or that securities sold have not been 
repurchased. It should not be assumed that any of 
the securities, transactions, or holdings discussed 
herein were or will prove to be profitable. 

Glossary 

The Russell 1000® Value Index measures the perfor-
mance of the large-cap value segment of the U.S. 
equity universe. It includes those Russell 1000® com-
panies with lower price-to-book ratios and lower ex-
pected growth values. This index is unmanaged and 
investors cannot invest directly in this index. 

The S&P 500 Index is a float-adjusted, capitalization-
weighted index of 500 U.S. large-capitalization 
stocks representing all major industries. It is a widely 
recognized index of broad, U.S. equity market per-
formance. Returns reflect the reinvestment of 
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dividends. This index is unmanaged and investors 
cannot invest directly in this index.  

©2025 Harris Associates L.P. All rights reserved. 
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