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The Baird Recommended Portfolio delivered a Q1 2024 
total return (includes dividends) of +13.9% (+13.4% net*). 
This compares to the total return of +10.6% for the S&P 500 
index.  
 

 
Portfolio Performance  
The Baird Recommended Portfolio solidly outperformed in Q1, 
delivering a Q1 total return (includes dividends) of +13.9% (+13.4% 
net*), versus a total return of +10.6% for the S&P 500. Stock selection 
in the Technology sector drove about two-thirds of the outperformance.  

Sectors: The market strength in Q1 was broad-based, as every S&P 
500 sector except Real Estate generated positive returns. On a relative 
basis, the portfolio had particularly strong positive sector attribution from 
Information Technology, and to a lesser degree, from Consumer 
Discretionary and from Health Care. These positives were partially offset 
by negative attribution in Financials and Communication Services. The 
portfolio also maintains a small cash position that detracts from relative 
performance in strong markets.  

Stocks: For Q1, the portfolio’s largest positive contributors to relative 
performance were NVDA, SPOT, CMG, AAPL, and ANET. The largest 
negative contributors were APTV, Cash, SPGI, UNH, and PNW. (See 
page 4 for company names and a complete list of holdings.) 
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Baird Recommended Portfolio 
Quarterly report for 1Q24 

Tech stocks were a big contributor to Q1 outperformance 
 
   

Top contributors and detractors to the Recommended Portfolio’s 3.4% 
relative performance (vs. the S&P 500).       Source: Factset 
 

 
   

*Net performance shows the effect of a hypothetical account fee of 
2% which reflects the highest advisory fee that can be charged. 
Performance results are total returns including dividends, annualized for 
multiyear periods. As a model portfolio, performance results for the Baird 
Recommended Portfolio are hypothetical and would have been obtained 
only if each issue had been purchased when recommended and sold 
when removed from the Portfolio. We do not imply that future 
performance will be equally attractive or that losses are not possible using 
these stocks. See page 5 for disclosures. 
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Portfolio Changes 
We made several opportunistic portfolio changes during the fourth quarter, adding to some names we believe possess 
stronger long-term return characteristics, and reducing exposure to stocks we believe carry less favorable risk/reward. 

New positions (3): Casey’s General Stores (CASY), MarketAccess (MKTX), and Walt Disney (DIS). The addition of 
Casey’s General Stores reflects our belief that the company is an exceptional operator in the attractive and consolidating 
convenience store segment. We see MarketAccess benefiting as the fixed-income trading market becomes less manually 
transacted and more electronically transacted, similar to what we have seen in other financial markets. We expect Walt 
Disney’s performance to improve after Bob Iger returned to DIS as CEO in November 2022. He swiftly instituted strategic 
initiatives to improve the business and Disney’s Direct-to-Consumer (DTC) business is expected to become profitable for 
the first time by the end of 2024.  

Positions Sold (3): Coca-Cola (KO), Pinnacle West (PNW), and Pioneer Natural Resources (PXD). We sold Coca-Cola 
largely to fund the purchase of stocks in which we saw better opportunities. Coke has benefited from recent price increases, 
and we view that as a less-sustainable driver for the stock. Pinnacle West had outperformed a Utilities sector pressured by 
higher rates and we preferred the risk/reward in peer American Electric Power (AEP). Pioneer Natural Resources agreed 
to be acquired by ExxonMobil (XOM). Since this limited the upside in the stock and reduced the diversification benefit to the 
portfolio of owning both stocks, we chose to exit the Pioneer position.  

Positions Added to (7): Align Technology (ALGN), American Electric Power (AEP), Amazon.com (AMZN), Fiserv (FI), 
S&P Global (SPGI), Spotify (SPOT), and Thermo Fisher Scientific (TMO). After initiating several positions, in a few instances 
we saw the fundamental story continue to improve after our initial purchase. Align Technology saw demand trends firm, 
American Electric Power got a lift from activist investor involvement, Spotify estimates continued to rise as cost-cutting 
initiatives took hold, showing the company’s operating leverage, and Fiserv saw investor confidence improve on consistent 
operational execution and lessened competitive concerns. The addition to Amazon.com was simply a desire to have a larger 
position in a core company that should see continued growth in web services and ecommerce. S&P Global is timely as 
earnings are seeing a tailwind now as debt refinancing is returning after companies initially delayed refinancing due to the 
rise in interest rates. Likewise, Thermo Fisher Scientific faced headwinds from the post-pandemic pause in life sciences 
spending as well as a delayed recovery in China, both of which we see dissipating, making Thermo a timely addition.  

Reduced Positions (4): GE Healthcare (GEHC), Nvidia (NVDA), ServiceNow (NOW), and Waste Management (WM). With 
the stronger market, GE Healthcare, ServiceNow, and Waste Management all moved higher from our purchase prices, 
reflecting at least some of the returns we had expected, so we trimmed those stocks to move money into stocks that we felt 
reflected a better risk/reward at that point in time. For Nvidia, our trim was largely a means of managing portfolio risk, as 
the stock had become the largest position in the portfolio on both an absolute and on a relative basis. We always want to 
manage overall portfolio risk prudently through proper diversification.  

Market Commentary 
Despite stickier-than-hoped-for inflation and a hearty dose of hawkish Federal Reserve rhetoric, equity markets continued 
their upward ascent in the first quarter of 2024. And though Growth-adjacent sectors remained market leadership amid AI 
enthusiasm, the rally broadened out into quarter-end with Small Caps and the Equal Weight S&P outperforming the cap-
weighted index across February and March. Momentum begets momentum, and the fuse lit in Q4 2023 certainly kept things 
ablaze in Q1 2024; for just the 8th time since 1950, the S&P 500 posted back-to-back quarterly gains of 10% or greater. 

Economic growth is tracking for another strong quarter, with consumer activity bolstered by a healthy labor market and 
green shoots emerging for both the housing and manufacturing sectors. At the same time, strong growth paired with sticky 
core services inflation has kept the Federal Reserve more hawkish than investors anticipated. At the start of the year, futures 
markets implied as many as six quarter-point rate cuts in 2024; those expectations have been whittled down to a mere three 
as of this writing (with potential for even fewer). A higher-for-longer interest rate regime should be expected to weigh on 
economic activity over time, even if we have seen the opposite effect in recent months. 

Perhaps because of this dichotomy – a strong economy today possibly seeding a weaker regime down the road – quality 
factors again outperformed. While the earlier stages of a bull market are more typically defined by speculative and lower 
quality shares outperforming, the rally year-to-date has actually seen high quality factors – return on equity, profit margins, 
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earnings growth, etc. – deliver the most alpha. This also makes some sense when one considers that while the S&P 500 
was up over 25% in 2023, corporate profits were barely flat on the year. Investors will want to see the expectations for 
double digit S&P 500 earnings growth in 2024 become a reality, especially with valuations now looking somewhat extended. 

Ultimately, both the rally’s momentum off the October lows and its improving breadth are bullish signposts over the 
intermediate term. While a consolidation period may be in order to reset some overly optimistic positioning and sentiment, 
it’s hard to get overly bearish given the setup. Political noise is sure to generate headlines and volatility, but as our partners 
at Strategas have noted, re-election years have historically been quite strong for equity markets. We will continue to keep 
our eye out for reasonably priced companies with strong fundamentals, prudent management, and attractive growth 
prospects, as we believe this approach will allow us to outperform over a full cycle – bull and bear markets included. 
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Earnings and revenue growth estimates are FactSet Consensus estimates. P/E is price/earnings ratio; EV/EBITDA is the Enterprise Value/Earnings Before Interest, Taxes, 
Depreciation and Amortization ratio. Dividend yield equals indicated annual dividend (most recently paid common dividend annualized for the next 12 months) divided by current 
stock price. NTM = next 12 months, nmf = not meaningful. 

Current Holdings | March 31, 2024 
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  Appendix—Important Disclosures  
Research reports on the companies identified in this report are provided by Baird, Evercore-ISI, Morningstar, and/or Value Line, and 
are available to clients through their Baird Financial Advisor.  This report does not provide recipients with information or advice that is 
sufficient on which to base an investment decision.  This report does not take into account the specific investment objectives, financial 
situation or need of any particular client and may not be suitable for all types of investors.  Recipients should consider the contents of 
this report as a single factor in making an investment decision.  Additional fundamental and other analyses would be required to make 
an investment decision about any individual security identified in this report. 

Investment Recommendations: The goal of Baird’s Recommended Portfolio is to focus on high-quality companies with strong 
fundamental characteristics and management teams, attractive growth prospects, and reasonable price-appreciation expectations. The 
Portfolio is derived using a top-down approach starting with the macroeconomic and market outlooks, and industry sector weightings 
are taken into account. The Recommended Portfolio is intended as a long-term investment strategy. 

There are no guarantees that any of the recommended stocks’ share prices will increase and there is risk in any investment, including 
the potential for loss of principal. The securities discussed in the Recent Portfolio Changes section do not necessarily 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. 

*Model results do not reflect actual trading and therefore may not reflect the impact that material economic and market factors might 
have had on the investment decision making had actual money been managed. The model net performance reflects a hypothetical 
2.0% account fee which is the highest advisory fee that can be charged pursuant to Baird’s Wrap Fee Program Advisory Fee and 
Account Minimum Disclosure. Actual fees charged may differ. 

Disclaimers 

This is not a complete analysis of every material fact regarding any company, industry, or security. The opinions expressed here reflect 
our judgment at this date and are subject to change. The information has been obtained from sources we consider to be reliable, but 
we cannot guarantee the accuracy.  

ANALYST OWNERSHIP DISCLOSURE 
 
Ron Freisleben – AAPL, MSFT 
Kathy Carey – AAPL, JPM, MA 
Joe Woerner – AAPL, COST, EOG, UNH 
 
ADDITIONAL INFORMATION ON COMPANIES MENTIONED HEREIN IS AVAILABLE UPON REQUEST  
The S&P 500 unmanaged common stock index is used to measure and report performance of the domestic large-cap sector of the 
stock market; direct investment in the index is not available. Similarly, the Dow Jones Industrial Average, NYSE Composite index, and 
Russell 2000 are unmanaged common stock indices used to measure and report performance of various sectors of the stock market; 
direct investment in indices is not available. 

Baird is exempt from the requirement to hold an Australian financial services license. Baird is regulated by the United States Securities 
and Exchange Commission, FINRA, and various other self-regulatory organizations and those laws and regulations may differ from 
Australian laws. This report has been prepared in accordance with the laws and regulations governing United States broker-dealers 
and not Australian laws.  

Copyright 2024 Robert W. Baird & Co. Incorporated.  

Other Disclosures 

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert W 
Baird Limited holds an ISD passport.  

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial Services 
and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may not be distributed to 
private clients. Issued in the United Kingdom by Robert W. Baird Limited, which has an office at Finsbury Circus House, 15 Finsbury 
Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial Conduct Authority. For the purposes of the 
Financial Conduct Authority requirements, this investment research report is classified as objective. 

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license. RWBL is regulated 
by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws. This document has been 
prepared in accordance with FCA requirements and not Australian laws. Applicable disclosures regarding the equities discussed can 
be accessed at http://www.rwbaird.com/research-insights/research/coverage/third-party-research-disclosures.aspx. 
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