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This quarterly letter was written on March 31st . Tariff announce-
ments have led to a significant increase in volatility in the first 
few trading days of the second quarter, but the message in this 
letter still applies. For further insight into our view on tariffs, 
please find the following article on our website: “Markets in tur-
moil: Our view on the tariffs”.   

The 2025 market environment has been challenged by eco-
nomic and political uncertainty, which has led to a spike in vola-
tility and a negative shift in investor sentiment. Continued infla-
tion, whipsaw economic policies, and geopolitical conflicts are 
stoking investors’ fears. With consumer confidence at a 12-
year low, companies and their investors are worried that con-
sumers will pump the brakes on spending, potentially further 
exacerbating economic issues.   

Big tech and AI-related stocks – industries that drove a strong 
market in 2024 – have felt the effects of policy and economic 
uncertainty, generating significant day-to-day volatility. Policy 
uncertainty on tariffs – a common theme of fourth-quarter 
earnings calls – will continue to be an important focus of up-
coming first-quarter earnings calls. Management teams have 
been hard-pressed to evaluate and communicate how their 
companies will be affected. More clarity on tariff policy and im-
plementation plans will be helpful for those, like us, who are 
aiming to quantify their impacts on a company’s value.   

The first quarter may have felt like a never-ending stream of 
worrying news to plugged-in investors, marked by massive sin-
gle-day drops in market value, a market correction, and fears of 
a global recession. Despite these challenges, the “hard” data 
has not yet reached concerning levels in our view. Although it is 
slightly weaker than expected, consumer spending has stayed 
strong, while unemployment levels remain historically low and 
corporate profits have been resilient. Fourth-quarter results 
exceeded the market’s expectations, and earnings-per-share 
growth is expected to be in the low double-digits in 20251.   

While daily fluctuations can feel unsettling, it is important to put 
a single trading day’s return into perspective. Over the past 50 
years, the S&P 500 has been up on only 54% of trading days. 
Yet over that period, annual returns were positive 82% of the 
time, or 41 years, leading to double-digit annualized returns. As 
an avid tennis player and spectator, I was instantly struck by 
that 54% statistic. Roger Federer, a true winner and tennis su-
perstar, only won 54% of the points played in his singles ca-
reer2 . Yet he won 82% of matches, including 20 grand slam ti-
tles. Rafael Nadal3 and Novak Djokovic4 , Federer’s legendary ri-
vals, also both won 54% of their points played.   

We believe that long-term success in investing, like tennis, is 
not achieved by winning every point, but by staying consistent 
and executing a sound strategy over time. Tennis greats can 
help us understand how to be successful over the long-term 
despite winning just over half the time.   

“When you lose every second point, on average, you 
learn not to dwell on every shot.” 
-- Roger Federer, 2024 Dartmouth Commencement2 

For long-term investors like Harris Associates, maintaining per-
spective is crucial. Just as tennis icons earned their spots in his-
tory by focusing on winning when it matters most, rather than 
dwelling on individual points lost, investors should maintain a 
broad view of market performance rather than react emotion-
ally to daily fluctuations. In the end, success is not about perfec-
tion – it is about resiliency and consistency. During times like 
these, it is crucial to stay grounded in our investment philoso-
phy. 

Buy businesses trading at a discount to our estimate of intrin-
sic value 
As always, we are trying to buy “a dollar’s worth of value for only 
sixty cents”. Such opportunities often present themselves dur-
ing times of increased market volatility. Sharp market swings 
can lead to dislocations between stock price and our assess-
ment of a company’s value, enabling us to invest in high-quality 
companies at what we believe are discounted prices. When we 
invest in discounted stocks, we believe that the upside is 
greater and the risk of loss of investor capital is mitigated. With 
clients who are aligned with our long-term philosophy, we can 
look past short-term noise and focus on the potential for strong 
performance through full economic cycles.   

While short-term noise often only affects specific industries ra-
ther than the entire market, we remain disciplined in our bot-
toms-up approach. This approach focuses on identifying the 
cheapest stocks in the entire market, rather than a specific in-
dustry, and it also can uncover clusters of attractive names 
within specific industries that we believe are underpriced due 
to short-term fears.   

A recent example was in 2022 when mega-cap technology 
stocks were under pressure in a rising interest rate environ-
ment. These fears led the tech-heavy Nasdaq Composite Index 
to decline 33% that year. We capitalized on this key moment by 
creating or bolstering positions in high-quality stocks such as 
Alphabet, which despite its lackluster 2025 performance to-
date, is up 79% since its 2022 low. For the first time since 2022, 
mega-cap stocks like Alphabet are starting to look relatively at-
tractive again.   

Invest in companies expected to grow intrinsic value over 
time 
There is a constant tension between value and growth inves-
tors, but we view growth as not the opposite of value, but an 
integral component of value investing. The difference between 
us and growth investors is the price we are willing to pay. Just 
as investor sentiment reflects forward-looking thinking, we 
model out company financials five years down the road. The   
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question is not whether the company will grow its intrinsic value 
over time, it’s how much and at what speed. What we believe a 
company will earn and what those earnings are worth today – 
that is how we identify value.   

Even during times of intense volatility, we view growth through 
the long-term lens of what is “normal.” The Covid-19 pandemic 
is an example of when it was imperative to look through a cycle 
to judge value. Growth went through the roof for companies 
who supported the pandemic lifestyle – Peloton, Zoom, Chewy, 
etc. Knowing (and hoping) the pandemic would be temporary, 
we avoided projecting exponential growth over the long run 
with early Covid winners.   

Invest with management teams that think and act as owners 
As shareholders of individual businesses, it is crucial to us that 
management teams behave in the best interest of shareholder 
value. A company can be well-positioned financially and in its 
respective market, but without a strong management team in 
place, its position can crumble. The most successful teams pri-
oritize sustainable growth, make tough decisions under pres-
sure, and focus on long-term success rather than short-term 
wins. This approach can help ensure their organizations stay 
competitive and resilient.   

Strong management teams are key to steering companies 
through times of heightened uncertainty – like the 2023 re-
gional banking crisis. Silicon Valley Bank (SVB) was the first of 
three small-to-mid-sized banks to collapse during that time. 
The management team of regional bank, First Citizens 
(FCNCA), quickly structured a deal to acquire the majority of 
SVB’s distressed assets and liabilities. Although no deals come 
without risk, management was strategic in its offer, and SVB 
has grown meaningfully under First Citizen’s leadership. Capital 

allocation decisions like these help us evaluate the quality of a 
management team. 

Executives have plenty of options for allocating earnings and 
capital. They can return it to shareholders through stock buy-
backs or dividends, reinvest in their own business, or pursue ac-
quisitions. We evaluate each decision in the full context of the 
situation, considering both quantitative and qualitative factors. 
Sometimes it is as straightforward as tracking the value cre-
ated (like in the case of FCNCA) or destroyed, from an acquisi-
tion relative to its purchase price. Other times, the assessment 
is more nuanced, requiring a deeper understanding of strategic 
positioning and long-term impact.   

Harris Associates’ stable investment philosophy has had a pro-
found impact on our nearly 50-year history. It has gotten us 
through all the ups and downs. As is the case with most periods 
of downward pressure in the market, investors tend to believe 
this time will be different (think: dot-com bubble burst, great fi-
nancial crisis, Covid-19 pandemic). During these times, it’s im-
portant to remember what all those periods have in common: 
they are followed by years of disproportionate strength. Alt-
hough we do not have a crystal ball, we have no reason to be-
lieve that the long-term performance of the stock market – or 
our clients’ portfolios – will look different than the careers of 
tennis greats. 

As always, we thank you for entrusting us with your investment 
assets and for your continued support. Lastly, the best compli-
ment we can receive is a referral from a satisfied client. We ap-
preciate your referrals and handle them with the utmost care. 

Emily S. Neumark, CIMA® 
Portfolio Manager 

1 https://www.usbank.com/investing/financial-perspectives/market-news/focus-on-corporate-earnings.html 
2 https://home.dartmouth.edu/news/2024/06/2024-commencement-address-roger-federer 
3 https://www.atptour.com/en/players/rafael-nadal/n409/player-stats?year=all&surface=all 
4 https://www.atptour.com/en/players/novak-djokovic/d643/player-stats?year=all&surface=all 

Past performance is no guarantee of future results. Current performance may be lower or higher than the performance data quoted. The in-
vestment return and principal value vary so that an investor’s shares when redeemed may be worth more or less than the original cost. 

The specific securities identified and described in this report do not represent all the securities purchased, sold, or recommended to advisory cli-
ents. There is no assurance that any securities discussed herein will remain in an account’s portfolio at the time one receives 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. 

The information, data, analyses, and opinions presented herein (including current investment themes, the portfolio managers’ research and in-
vestment process, and portfolio characteristics) are for informational purposes only and represent the investments and views of the portfolio 
managers and Harris Associates L.P. as of the date written and are subject to change without notice. This content is not a recommendation of or 
an offer to buy or sell a security and is not warranted to be correct, complete or accurate. Certain comments herein are based on current expecta-
tions and are considered “forward-looking statements”. These forward looking statements reflect assumptions and analyses made by the portfo-
lio managers and Harris Associates L.P. based on their experience and perception of historical trends, current conditions, expected future devel-
opments, and other factors they believe are relevant. Actual future results are subject to a number of investment and other risks and may prove 
to be different from expectations. Readers are cautioned not to place undue reliance on the forward-looking statements. 

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 performance. Returns reflect the reinvestment of dividends. This index is unmanaged and 
investors cannot invest directly in this index. 

The NASDAQ Composite Index is a broad-based market-capitalization weighted index of all common type stocks on the NASDAQ Stock Market, 
including common stocks, American depositary receipts, ordinary shares, shares of beneficial interest or limited partnership interests, and tracking 
stocks. The index includes all NASDAQ listed stocks that are not derivatives, preferred shares, funds, exchange-traded funds (ETFs) or debentures.   
This index is unmanaged and investors cannot invest directly in this index. 

All information provided is as of 03/31/2025 unless otherwise specified. 
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