
 
 
 
The US equity market delivered a remarkable start to the year, following a very similar path to what investors experienced 
throughout 2023.  In total, the S&P 500 was up more than 10% in the first quarter with nearly half of that move attributed to 
just a few of the largest companies in the world.  The S&P 500 has delivered 22 all-time highs so far in 2024. The move 
higher was its best first quarter performance since 2019.  Investor optimism was driven by new advancements and continued 
excitement around generative artificial intelligence (AI) and its accompanying benefits.  Generative AI was not the only 
positive development in the first quarter, however.  Economic data continues to improve at a quicker-than-anticipated pace 
resulting in higher interest rates and a significant reduction in Fed rate cut expectations.  Better employment numbers and 
improving productivity data have led many to accept the soft or no landing scenario that was nearly unthinkable at this time 
last year. 
 
We have been longstanding investors in many of the companies currently driving the AI revolution and believe we are in the 
very early innings of what artificial intelligence has to offer the world. It is difficult to pick the long-term winners in any game-
changing technology, but the early leaders are indisputable and include many of the technology powerhouses that have 
become household names in recent years.  Generative AI has the potential to change the world in the way electricity or the 
internet have in the past.  It is our belief that while companies like NVIDIA Corp (NVDA) and Microsoft Corp (MSFT) in the 
US equity market dominate headlines, there will be a broadening out of AI winners in the future.  Benefits will include 
enhanced productivity and the potential for accelerated economic growth.  Outside of developing your own AI technology, 
we believe the best way to participate in future gains is by owning pieces of proven businesses currently investing significant 
resources to deliver revolutionary technology in the coming years.  
 
Developments in AI have dominated the headlines over the past few months, but the resilience of the US economy has 
been the quiet driver of strength in equity market returns.  The US economy has now delivered 39 straight months of job 
gains with the pace accelerating in recent months.  The March jobs report came in well ahead of investor expectations and 
was the strongest report since last spring.  With nearly three million jobs added in the last twelve months, the strength of 
this economy is tough to dispute.  Combining a resilient jobs market with improved productivity, rising wages, and overall 
solid economic growth demonstrates an outlook that is increasingly positive.  
 
While there is no imminent sign of slowing in the jobs market or the economy, strength is unlikely to continue at this pace 
indefinitely.  There are challenges on the horizon including both higher-for-longer interest rates and rising commodity prices, 
as well as global geopolitical uncertainty.  Anecdotally, data points such as six straight months of declining F-150 sales and 
relatively low consumer confidence show that, while all looks good on Wall Street, Main Street may be feeling a bit more 
pressure.  The Federal Reserve does not control all interest rates but they have a strong influence on short-term rates 
through changes in their policy rate.  The Fed's dual mandate of price and employment stability drives policy decisions.  
Recent inflation readings show improvement from this time last year, but still, persistent, above-target inflation is holding 
overall Consumer Price Index (CPI) above 3%.  Coming into 2024, expectations were for as many as six cuts to the Fed 
Funds rate with some predicting the rate to move as low as 4% (currently 5.5%) by year-end.  After a strong first quarter of 
economic data with inflation numbers that have remained persistently above the Fed’s 2% target, markets are now pricing 
in just three cuts, with some forecasters calling for no action by the Fed in 2024.   
 
On the geopolitical front, wars in Europe and the Middle East, a questionable Chinese economy, and continued challenges 
in shipping and supply chains present headwinds for global Gross Domestic Product (GDP) growth.  And, the upcoming 
presidential election in the US introduces uncertainty in a market that is currently experiencing near-record low volatility.   
 
Given potential concerns on the horizon, an investor's solace is in owning quality businesses whose cash flow and earnings 
growth are less reliant on overall economic forces, allowing participation when times are good while protecting capital in 
tougher environments. We continue to focus on uncovering and investing in what we believe are great businesses with deep 
economic moats, delivering consistent free cash flow and earnings growth over time.  As we have often said, what 
determines investment success is “time in the market, not timing the market.”   
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The information and statistics contained in this report have been obtained from sources we believe to be reliable but cannot be guaranteed. Any 
projections, market outlooks or estimates in this letter are forward-looking statements and are based upon certain assumptions. Other events which 
were not taken into account may occur and may significantly affect the returns or performance of these investments. Any projections, outlooks or 
assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are 
subject to change without notice. Please remember that past performance may not be indicative of future results. Different types of investments 
involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or 
product or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding 
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including 
changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are 
unmanaged and you cannot invest directly in an index. Index returns do not include fees or expenses. 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. Actual client portfolio returns may vary due to the timing of portfolio inception and/or client-imposed 
restrictions or guidelines. Actual client portfolio returns would be reduced by any applicable investment advisory fees and other expenses incurred in 
the management of an advisory account. Moreover, you should not assume that any discussion or information contained in this newsletter serves as 
the receipt of, or as a substitute for, personalized investment advice from Alta Capital Management, LLC. To the extent that a reader has any 
questions regarding the applicability above to his/her individual situation of any specific issue discussed, he/she is encouraged to consult with the 
professional advisor of his/her choosing. 

 

The S&P 500 is an index of 500 stocks designed to reflect the risk/return characteristics of the large-cap universe. 

Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer 
goods and services. 

Gross Domestic Product (GDP) is the standard measure of the value added created through the production of goods and services in a country during 
a certain period.  

 


