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QUARTERLY LETTER 

Investing and uncertainty are two sides of the same coin. Without uncertainty, there would be no judgment 
required when investing as all outcomes would be known in advance. The fact that outcomes are unknown is 
at the core of why investment opportunities exist. Different sources of uncertainty are present in markets 
through time, but the presence of uncertainty remains constant.  

The new U.S. political administration’s implementation of its tariff agenda is at the forefront of the current 
wave of uncertainty. Broad tariffs have raised questions in the market’s collective mind about whether we are 
on the cusp of a prolonged trade war, or if tariffs represent a negotiating tool that will fade as quickly as they 
have come. If the former occurs, that could drive inflation higher and derail the progress made toward 
meeting the Federal Reserve’s long-run target of 2%.  

Further, a shifting landscape could raise the risk of recession. Business decision makers may delay investment 
until clarity about the future comes into view and the consumer could tighten their wallet for the same reason.  

Naturally, market participants lean defensive when uncertainty spikes. True to form, three of the top four 
performing sectors within the S&P 500 index during the first quarter of 2025 have been Healthcare, Consumer 
Staples, and Utilities, as tariff rhetoric prompted investors to seek out more conservative assets.   

Moreover, consumer confidence has also dropped. The Conference Board’s U.S. Consumer Confidence Index 
reading fell to its lowest point in four years at 92.9 in March 2025.  At the same time, the University of 
Michigan Consumer Sentiment Index reached 57.0, well below its long-term average of 84.4 and its lowest 
level since November 2022.    

Looking for safety outside of equity markets when uncertainty-driven fear grips consumers is instinctive. But, 
more often than not, it is prudent to take the opposite approach, as the chart below indicates. It measures the 
average S&P 500 return in the year following the moment when consumer sentiment has hit a low point 
(+24.1%), compared to the average return in the year following when consumer sentiment is at its peak 
(+3.9%). Essentially, better investment opportunities tend to present themselves when uncertainty is elevated. 
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Source: FactSet, Standard & Poor’s, University of Michigan, J.P. Morgan Asset Management 

 

Our investment philosophy has always been grounded in owning high-quality, dividend-paying businesses with 
durable cash flows that have proven track records of successfully navigating myriad market environments. It is 
during these periods that the sound fundamentals and enduring nature of our holdings can provide comfort 
for investors.  

Companies with these characteristics are rarely available at bargain prices. An exception can be during times 
of market stress. At these moments, we are on heightened alert for the chance to add another great business 
to our client portfolios, but at an atypical price.   

Timing the exact moment when consumer sentiment and stock market fortunes reverse is often a fruitless 
endeavor. Markets can drop further than an investor initially anticipates, or pessimism can fade sharply and 
bring about a rapid rebound in equity prices. Awareness of what past periods have delivered during periods of 
elevated uncertainty, on average, can help investors maintain perspective and stick to their long-term 
investment plan.  

 

 
Quarterly Performance Update 

During the first quarter of 2025, the Alley Company Dividend Portfolio outperformed the Russell 1000 Value 
Index.   
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From an individual holdings perspective, top contributors to and detractors from performance in the portfolio 
during the first quarter were: 

 

Top Contributors Top Detractors 

Philip Morris International (PM) Ameriprise Financial (AMP) 
AbbVie (ABBV) Apple (AAPL) 

Arthur J. Gallagher (AJG) Microsoft (MSFT) 

 

Top and bottom performing sectors in the Russell 1000 Value Index during the quarter are displayed in the 
table below.  (+) and (-) symbols indicate the Dividend Portfolio being overweight or underweight the sector 
relative to the benchmark weighting. 

 
Top Performing Sectors Bottom Performing Sectors 

Energy (-) Technology (+) 
Communication Services (-) Consumer Discretionary (-) 

Healthcare (-) Industrials (-) 
 

Portfolio Changes 

During the quarter, Discover Financial Services (DFS) was reduced in adherence with our position size 
discipline. Crown Castle (CCI) was sold for a better fundamental opportunity as the company’s fiber business 
continued to weigh on its prospects. Microchip (MCHP) was sold for a better fundamental opportunity.  

Prologis (PLD) was increased on a valuation opportunity relative to long-term fundamentals.  

Parker Hannifin (PH) was added to the portfolio during the quarter. PH has an impressive dividend-paying 
track record, having increased its dividend for 68 consecutive fiscal years. The company is an industrial player 
that maintains a diverse customer base across many industries, though, its decentralized operating structure 
facilitates financial discipline within its business units.  

A position was initiated in Morgan Stanley (MS) during the quarter. The company has had strong dividend 
growth in recent years and is a leading player across its business lines, which includes wealth and investment 
management, and capital markets. 

 
 
 
 
 
 
 



  
 

   

 

 
4 

Dividend Announcements 

Dividend announcements among Alley Company Dividend Portfolio holdings during the calendar year are 
below: 
 

Q1 2025 
Company Dividend Change 

Arthur J. Gallagher (AJG) +8% 
BlackRock (BLK) +2% 
Chevron (CVX) +5% 
Cisco Systems (CSCO) +3% 
Home Depot (HD) +2% 
JPMorgan Chase (JPM) +12% 
NextEra Energy (NEE) +10% 
Prologis (PLD) +5% 

 
 

Alley Company Dividend Portfolio  

The investment philosophy of the Alley Company Dividend Portfolio focuses on striking the balance between 
attractive absolute dividend yield and strong dividend growth underpinned by solid company fundamentals of 
our portfolio holdings.  We employ a bottom-up, research-driven process focused on fundamental analysis of 
our portfolio holdings. 

 

ALLEY COMPANY 

Alley Company is a boutique investment management firm that is dedicated to operating a 
discernible and disciplined investment philosophy and generating superior risk-adjusted investment 
returns.  Alley Company was originally founded in 1998 and in 2006 established the Alley Company 
Dividend Portfolio to capitalize on investment opportunities in quality companies with strong 
dividend-paying cultures 

 
The Alley Company Quarterly Letter discusses general developments, financial events in the news and investment principles.  It is provided for 
information purposes only.  It does not provide investment advice and is not an offer to sell a security or a solicitation of an offer, or a recommendation, 
to buy a security. The statements and opinions contained herein are solely those of Alley Company and are based upon sources and data believed to be 
accurate and reliable.  Additional information regarding Alley Company can be found by accessing the SEC’s website at www.adviserinfo.sec.gov. 


