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Market Statistics 

Stocks Yields (%) Commodities 

DJIA 42,544.22 Fed Funds 4.5 US Tr. 3-Y 4.27 Baltic Dry Index 997

P/E ratio 23.42 Disc. Rate 4.5 US Tr. 5-Y Gold ($/oz) 2,629.2

S&P 500 5,881.63 US Tr. 3-M 4.32 US Tr. 10-Y 4.57 Silver ($/oz) 28.91

P/E ratio 26.80 US Tr. 1-Y 4.15  Crude ($/bbl)* 
(NYM Light Sweet Crude)

71.72

Source: FactSet (Dec. 31), Federal Reserve, 
* Spot prices (Dec. 31)

US Tr. 30-Y 4.78

4.38 



Saratoga Research & Investment Management | Published 1/16/25 | 2024 Q4 (Annual) Report | Page 2 

Contents       
Letter to Investors………………………………………………………………………. 

Trailing 12-Month Investment Results………………………………………………... 

SaratogaRIM Large Cap Quality Focus - Composite Statistics…………………… 

GIPS Composite Report: SaratogaRIM Large Cap Quality Focus……………….. 

SaratogaRIM Large Cap Quality Ultra Focus - Composite Statistics……………. 

GIPS Composite Report: SaratogaRIM Large Cap Quality Ultra Focus………… 

SaratogaRIM Large Cap Quality Focus ESG - Composite Statistics…………….. 

GIPS Composite Report: SaratogaRIM Large Cap Quality Focus ESG…………. 

SaratogaRIM Large Cap Quality Ultra Focus ESG - Composite Statistics……… 

GIPS Composite Report: SaratogaRIM Large Cap Quality Ultra Focus ESG….. 

SaratogaRIM Large Cap Quality - Composite Statistics…………………………... 

GIPS Composite Report: SaratogaRIM Large Cap Quality……………………….. 

Disclosures……………………………………………………………………………… 

Page 
3 

11 

12 

15 

16 

19 

20 

23 

24 

27 

28 

31 

32 



Saratoga Research & Investment Management | Published 1/16/25 | 2024 Q4 (Annual) Report | Page 3 

“Too Damn Indeterminate” 
As markets contemplate stark policy shifts, our 
eyes remain firmly on “Q” + “V” 
 

I t bears stating at the outset that politics is nev-
er our primary focus. To a considerable degree 

our determination to “bet on horses, not jockeys” 
when choosing businesses applies also to econo-
mies. Like Warren Buffett, we’re long the United 
States – always have been. Still, elections have 
consequences, few more so than Donald J. 
Trump’s decisive victory on November 5, 2024. 
With numerous new policy initiatives taking shape 
on the horizon, we get why forecasters seek to 
understand what the president-elect will and 
won’t do once he returns to the White House. Be-
cause it matters. 

One comprehensive framework for understanding 
the emerging Trump doctrine comes from Zanny 
Minton Beddoes, editor-in-chief of The Econo-
mist. Having trained under Harvard’s Jeffrey 
Sachs and once worked at the International Mon-
etary Fund, her analysis is well-informed, global 
in scope and, we think, logical. She groups ex-
pected policy variables for President Trump’s 
second term into four baskets she calls “two Ts 
and two Ds,” meaning tax cuts, tariffs, deregula-
tion and deportations. These initiatives, she be-
lieves, have the potential to spur growth and in-
novation in the United States, but also to further 
upset the U.S. and China trade relationship, ac-
celerate deglobalization and negatively impact 
U.S. manufacturing and the broader U.S. econo-
my via wage and input cost inflation. “It depends 
on how much he does and how fast on each of 
those he moves,” she says of the president-elect. 

Discussion of risks attached to Trump 2.0 (upside 
and downside) filled the first issue of Barron’s af-
ter his re-election. By then the fierce anticipatory 
stock rally had begun, which the magazine as-
cribed to expectations of “tax cuts, less regula-
tion, fewer guardrails, and a government no long-
er picking winners.” But it also cautioned that, “…
with all this dancing, dancing, dancing in the 
streets, note that this new freedom could be ac-
companied by greater risk in the capital markets.” 
Has the Fed fully tamed inflation? Is the Biden 
Administration’s “no-landing” pandemic recovery 
still on course? Critical questions linger in the 
minds of many investors, as illustrated by the 

S&P 500’s December retreat, which sent the in-
dex to a close of 5,881.63 on 2024’s final day of 
trading, or about 100 points lower than where it 
stood on the eve of Trump’s election win. One 
luminary cited in the Barron’s coverage, Oaktree 
Capital co-founder Howard Marks, warned that, 
“Probably 98% of the things Trump will do can’t 
be predicted.” Then he added: “Anybody who 
tells you what they think the world’s going to look 
like two years from now, I’ll bet all my money that 
they’re wrong. The future is just too damn inde-
terminate to hang your hat on.” 

Too damn indeterminate. Words to live by that 
would fit on a bumper sticker, and inspiration for 
folks who, like Marks, strive to never forget what 
they don’t – and can’t – know with precision. Our 
investment decisions aren’t reached by consult-
ing a crystal ball or tarot cards. So why do ana-
lysts like Minton Beddoes with perspectives an-
chored in experience deserve our attention? Typi-
cally, it’s because they too see things in ranges of 
outcomes and build imprecision into their fore-
casts in ways that imagine a variety of investment 
environments that could materialize down the 
road. But know this: no macro forecast will alter 
our investment process, meaning what we do, 
why we do it and how we think it works over the 
long term to protect and ultimately grow assets. 
No matter how the Ts and Ds play out. 

For us, it’s always been much more about “Q” 
and “V,” by which we mean Quality and Value. 
“The big money is not in the buying or the selling, 
but in the waiting,” the late Charlie Munger once 
said. 

“Two Ts and Two Ds” 

Again, we think Minton Beddoes’ shorthand effec-
tively summarizes the various (and competing) 
policy vectors that could define a second Trump 
administration. Our caveat is that politicians, to 
paraphrase the late New York governor Mario 
Cuomo, campaign in poetry but govern in prose, 
so we don’t expect pledges made on the hustings 
to necessarily translate into concrete actions. 
Here we summarize each basket of proposed ini-
tiatives in turn: 

Tax Cuts: In 2016, President Trump en-
acted significant tax reform including a re-

Letter to Investors  
By George Wehrfritz 
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duction in the corporate tax rate from 35% 
to 21% – a package that included house-
hold rate cuts and will by 2028 have add-
ed roughly $2 trillion to America’s national 
debt. For 2025, he’s promised to make 
permanent income tax cuts currently set to 
expire, to exempt from taxation all social 
security benefits, tips and overtime pay, 
and to reduce corporate taxes to 15% for 
domestic manufacturers. According to the 
nonpartisan Tax Foundation, these chang-
es would reduce ten-year federal revenue 
by an estimated $3 trillion and boost long-
run GDP growth by 0.8%. “He’s pro-
business. He wants to deregulate,” econo-
mist Nouriel Roubini, professor emeritus at 
NYU’s Stern School of Business, told 
Bloomberg News in November. “The re-
duction of tax rates for the corporate sec-
tor is going to be good for private business 
confidence.” 

Tariffs: Candidate Trump pledged to im-
pose a baseline 20% tariff on all imports 
and a 60% tariff on imports from China. 
His plan draws inspiration from President 
William McKinley (1897-1901), who 
spurred export-led manufacturing while 
raising prohibitive import duties. “You can 
call it what you want; some might say it’s 
economic nationalism,” Trump told an au-
dience at the Economic Club of New York 
before the election. “I call it common 
sense. I call it America First. This is the 
policy that built this country, and this is the 
policy that will save our country.” 

Deregulation: Small government has been 
a standard Republican ideal for decades. 
President Trump shed programs and cut 
red tape worth $443 billion in deficit reduc-
tions during his first term, yet the non-
partisan Committee for a Responsible 
Federal Budget calculates that during his 
time in office an additional $4.8 trillion in 
federal borrowing and another $3.6 trillion 
in emergency borrowing to battle the 
Covid-19 pandemic were enacted. In sum, 
America’s national debt grew by $8.4 tril-
lion during Trump 1.0, marking the highest 
single term increase under any president 
in U.S. history. As a candidate in 2024 he 
promised to create a new federal depart-
ment tasked with cutting $2 trillion from 
the federal budget headed by Tesla CEO 
Elon Musk and former biotech entrepre-

neur and Republican presidential candi-
date Vivek Ramaswamy. Because Con-
gress holds the constitutional authority to 
make appropriations, key questions sur-
rounding the scope and legality of the 
Trump team’s approach remain unan-
swered. Its impact could therefore range 
from nothing material to what The New 
York Times calls “major repercussions for 
the U.S. government and millions of feder-
al workers.” 

Deportation: Candidate Trump pledged to 
conduct “the largest deportation effort in 
American history” if reelected. He threat-
ened to invoke the Alien Enemies Act of 
1798, a law last used to intern an estimat-
ed 100,000 ethnic Japanese during World 
War II, two-thirds of them U.S. citizens. He 
has said that the U.S. military could be 
mobilized to round up as many as 21 mil-
lion undocumented workers currently re-
siding in the United States. The president-
elect has also threatened to end the Tem-
porary Protection Program (TPP), through 
which thousands of immigrants from re-
pressive countries in Latin America, West 
Asia, Africa and the Middle East currently 
enjoy protected status and the right to 
work. 

Trump’s return to power comes amidst macroe-
conomic tailwinds from several sources. Currently 
the U.S. economy is growing robustly by recent 
historic standards, due partly to ongoing infra-
structure spending that promises higher U.S. 
productivity. Unemployment rates remain near 50
-year lows and inflation – which peaked at 9.1%
in June 2022 – fell to its post-pandemic low of
2.4% annualized last September. In October, The
Economist ran a special report on the U.S. econ-
omy entitled, “The Envy of the World,” noting that
since the Covid-19 pandemic, “the American
economy has left other rich countries in the dust.”
China, once seen as the industrial world’s rising
star, has dimmed noticeably in comparison.

Undergirding the recovery are key elements of 
what’s been termed American exceptionalism, a 
vaunted status rooted in capitalism as well as ge-
ography. Our country benefits from continental 
scale and abundant natural resources. It offers 
(relative to Europe or Asia) lighter regulation, rule 
of law as it pertains to the sanctity of contracts, 
deep and liquid capital markets thanks to the U.S. 
dollar’s status as a global reserve currency, and 
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leadership in technological innovation as symbol-
ized by Silicon Valley. Inarguably, these features 
form a national economic moat; our country’s 
large population and high household income add 
yet more fortification. As chief steward of this sys-
tem, Trump will control the levers necessary to 
either bolster or damage America’s unique status. 
Such is the power any president wields. 

No single policy initiative will likely determine the 
next administration’s impact going forward. Ra-
ther, the aggregate force of changes Trump and 
his team can successfully implement, combined 
with external events, will determine the country’s 
pace and quality of economic growth, including 
employment levels, inflation at both the consumer 
and input levels, and changes to the national 
debt. Like Marks, we respect the future’s indeter-
mination, and as such favor a discussion of rang-
es of possible scenarios under various potential 
policy mixes rather than specific predictions. And 
for us, this matters most at the industry and indi-
vidual company level. 

The Closest Shark 

Rick Rieder, the CIO of BlackRock, oversees 
more than $11 trillion in portfolios globally. 
Speaking after Trump’s reelection to Yahoo! Fi-
nance, he first observed that the pre-election nar-
rative “was hard landing, economy slowing, con-
sumers falling off a cliff, etc. The Fed down to a 
270 funds rate by the end of next year. We’re al-
most at 4% today. It’s interesting. People say 
rates are coming down … My screens don’t show 
that. It’s pretty remarkable how much things have 
shifted.”  

Trump will re-enter office with “a whole new play-
book,” Rieder says, meaning that “the dispersion 
of where interest rates could go has just widened 
out” due to variables impacting growth that in-
clude deregulation, tariffs, the U.S.-China decou-
pling, productivity and automation. “Anybody who 
says they know what that’s going to look like is 
lying or is arrogant.” 

Rieder’s base case is for higher growth tempered 
by “a little more inflation” until productivity en-
hancements kick in. His biggest tail risk fear: 
debt. “Markets tend to react to the shark closest 
to the boat,” he says, and sometime towards the 
end of 2025 that shark will be debt. The Trump 
Team must push hard to achieve nominal GDP 
growth higher than the cost of debt, he believes, 
no easy task with 10-year Treasury yields having 

already eclipsed 4.5% with 5% now in the cross-
hairs. Still, the U.S. is “in an extraordinary posi-
tion to grow,” he says. 

Today’s bullish forecasts tend to assume Presi-
dent-elect Trump will liberalize the economy and 
– campaign rhetoric notwithstanding – avoid
sweeping actions that could undermine it. Minton
Beddoes believes that Trump seeks to achieve
unfettered capitalism with “two huge infringe-
ments,” which she identifies as deportations and
tariffs. Today, goes her thesis, roughly a quarter
of all U.S. manufacturing jobs are done for affili-
ates of foreign companies, which reflects the im-
portance of foreign direct investment and Ameri-
ca’s magnetic attraction to venture capital seek-
ing its light regulatory touch and wellspring of ide-
as. Should Trump’s team undertake large depor-
tations and impose high tariffs, she says, “all
these [positive] things are potentially being
thrown up in the air.”

In an analysis published on the eve of the U.S. 
election, the research firm Strategas began with 
the headline: “Tariffs Make Us Nervous, Border 
Policy Makes Us More Nervous.” It discussed his-
torical examples of where tariffs were wielded 
successfully to seek advantage in negotiations 
with a trade partner, but also past damage 
caused by sweeping trade restrictions. The latter 
includes the Smoot-Hawley tariffs that “generated 
ill-will around the world and led to widespread 
discrimination against U.S. exports” in the 1930s.  

Using data from the Peterson Institute, Strategas 
calculates that deporting 8.3 million undocument-
ed workers would cause inflation in the U.S to 
rise by a cumulative 9.1% percent by 2028, a 
spike wholly attributable to the illogic of 
“restricting labor supply in an economy near full 
employment.” Further, each additional 10% tariff 
on imports (assuming U.S. trade partners retali-
ate) would boost inflation by another 1.8%; and a 
60% tariff on goods from China plus likely retalia-
tory measures from Beijing would push inflation 
another 1.1% higher over the period. That’s 
roughly 3% of additional inflation for each year of 
Trump’s second term, and enough to trigger pain-
ful Fed tightening (read: higher interest rates). 
Should President Trump preempt that outcome 
by firing Chairman Powell, inflation could rise an-
other 11% by 2028, the analysis concludes.  

Most mainstream economists view Federal Re-
serve independence as an essential systemic 
guardrail. Olivier Blanchard, a senior fellow with 
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the Peterson Institute, expects that Trump’s sec-
ond term won’t necessarily stand out for its suc-
cesses or its failures, with one caveat. “Equipped 
with textbook macroeconomic principles, but also 
the humility appropriate for any forecast, I predict 
that he will be disappointed by the results. I also 
predict, however, that the outcome will not be the 
economic catastrophe that his critics warn of – 
unless he forces the U.S. Federal Reserve to do 
his bidding, in which case all bets are off.”  

2025 Is Not 2016 

Partisanship defines expectations today, with 
supporters of the president-elect bullish about his 
prospects for restoring the economy of his first 
term, and opponents fearful that a second Trump 
administration will erase gains in such things as 
infrastructure spending and clean energy 
achieved under President Biden. What too few 
people are talking about (in our opinion) is the 
extent to which 2025 simply can’t be a rerun of 
2016 – for reasons wholly separate from politics 
or policy choices President Trump might make. 
Put simply, the world has changed, the global 
economy has changed, and markets have 
changed in irreversible ways. 

Consider: 

 During President Trump’s first term,
longer-term interest rates were still de-
clining. Historically, that period marked
the end of an epic secular decline in
interest rates that began in September
of 1981, when the 10-year Treasury
yield reached 15.84% and ended
amidst the Covid-19 pandemic in Au-
gust of 2020, when 10-year Treasury
yields dipped to the absurdly low level
of 0.52% – 0.37% intraday. Falling
rates were a tailwind throughout
Trump 1.0 as they had been for every
previous president going back to
Ronald Reagan. In contrast, the 10-
Year now yields north of 4.5% and
short-term interest rates are also sig-
nificantly higher today, and for structur-
al reasons, the long-term trend line
points up, not down.

 Asset valuations of virtually all types
were a lot lower during Trump 1.0. An-
yone can see this by searching their
own home on Zillow.com or peeking at
their stock portfolios. Equity markets

have defied gravity since they cratered 
during the first months of the pandem-
ic; the benchmark S&P 500 bottomed 
at 2,237.40 in March of 2020, but on 
the day after Trump won reelection, it 
surpassed 6,000 for the first time ever. 
Bloomberg analyst Cameron Crise has 
built a valuation model that disaggre-
gates the price of owning the S&P 500 
on a per share basis. On December 6, 
that share price stood at $6,090, of 
which Crise apportions $1,151 for the 
book value of constituent companies 
on a per share basis, and $739 repre-
senting the consensus estimate for 
S&P 500 earnings over the next three 
years, discounted into today’s dollars 
on a per share basis. What remains – 
a whopping $4,200! – he ascribes to 
Hopes and Dreams that “can be 
thought of as expectations of future 
performance, which is the central driv-
er of equity returns,” wrote market 
watcher Jim Bianco in a recent news-
letter. To which he added: “Separating 
this component as a percentage of the 
S&P 500’s valuation shows only one 
period with comparable levels in early 
2000,” notably the eve of the dot-com 
bust. Bianco says today’s uber-
optimism raises the question, “What do 
stretched valuations and high past re-
turns mean for what’s ahead?” 

 Inflation has receded but hasn’t been
extinguished. The Fed spent 2+ years
battling the burst of inflation that erupt-
ed amidst the Covid-19 pandemic.
Monetary policy tends to playout over
fits and starts. Historically, inflation has
tended to re-emerge once the Fed lets
its guard down. Normalization of long-
er-term interest rates should also be
expected to be a much longer project
than most investors appreciate; signifi-
cant new tariffs and/or mass deporta-
tions would likely add fuel to the infla-
tion fire which would then likely feed
into higher rates across the back end
of the yield curve.

Additional concerns include China’s continued 
poor economic performance; high retirement 
rates and low birthrates occurring across the in-
dustrialized world, a trend that has already yield-
ed labor shortages; and rising populism/
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protectionism of which Trump is a leading exam-
ple, and which is demonstrably less efficient than 
borderless trade. 

‘A Financial Turducken’ 

Beware also the hype. Last month Barron’s ran 
with a storyline contending that investors remain 
overly cautious and forecasters “too tepid” in their 
expectations for 2025. Given the potential gains 
from AI growth and deregulation, it argued, 
“investors should embrace the expanding bubble” 
even as they brace for “fragility shocks.” This take 
appeared in the magazine’s December 13 cover 
package entitled, “Why the Stock Market Could 
Gain Another 20% in 2025.” Anyone who man-
aged money before 2007 can’t help but be re-
minded of the fateful quip from Citibank’s then 
CEO Chuck Prince, who in June of that year said: 
“As long as the music is playing, you’ve got to get 
up and dance.” And so, Citibank did until, facing 
bankruptcy, it took a Troubled Asset Relief Pro-
gram (TARP) bailout in November 2008 – push-
ing the bank’s share price down from $500 in 
2007 to below a buck, and costing Prince and 
75,000 other bank employees their jobs. 

Magazines (even financial publications) have a 
long history of whistling past graveyards. Yet in 
addition to fanning the FOMO flames, the Bar-
ron’s story came with a host of “to be sures” of its 
own. It noted, for example, that successive years 
of 20% gains on the S&P 500 (like the last two 
years) have happened just three times ever, and 
“[s]tocks rose 20% or more in 1995, ’96, ’97, and 
’98, and almost 20% in 1999. Only the popping of 
the dot-com bubble in 2000 brought that se-
quence to an end, and it was ugly. By the time 
the market bottomed in 2002, the S&P 500 had 
lost nearly half of its value.” 

Even with warnings attached, today’s optimism 
engenders alarm in some quarters. Describing a 
“pre-reality phase” between election day and 
President Trump’s second inaugural, Peter At-
wood, publisher of a well-regarded financial 
newsletter and adjunct economics professor at 
The College of William and Mary, told Barron’s on 
December 15 that, “It’s almost like a crowd of 
sports bettors ahead of the big game. They’re 
talking to each other, they’re fantasizing how it’s 
going to play out. And so there’s no constraint.” 
He also described a “vindication trade” underway 
that includes crypto, meme stocks, leveraged 
ETFs, etc. peddled by Wall Street to increase risk 
and potential returns rather than to hedge risk. “I 

see that today in all of the financial turducken be-
ing served up,” he warned. 

Atwood’s culinary imagery, combined with the 
Barron’s analysis of today’s extreme valuations, 
raise the specter of a hybridized crisis that com-
bines a crushing reassessment of the net present 
value of today’s hottest technology companies, 
and an unwinding of exotic leveraged products 
reminiscent of the securitized mortgages that 
blew up the global financial system in 2008/09. 
On November 22, Jim Grant opened his weekly 
eponymous newsletter as follows: 

These are times that try men’s livers. You 
can say it can’t go on – the prices, the val-
uations, the deals, the assets, the magical 
thinking – but Mr. Market brooks no criti-
cism. 

The title of Grant’s essay: “View from the Crazy 
Train.”  

The Wisdom of Q and V 

Nothing from the post-election forecasts we have 
read delivers certainty on even basic questions. 
We can’t, to cite just one future determinant, say 
with confidence whether inflation will remain rela-
tively subdued or reanimate in a manner that 
spooks markets. Potential external drivers of 
higher prices could include more disruptions in 
global energy markets from, say, Russia’s grind-
ing war against Ukraine, greater turmoil in the 
Middle East, or a tit-for-tat trade war between the 
United States and China. Labor shortages, 
whether actual or manufactured, are also infla-
tionary. Investments in infrastructure, onshoring, 
etc. could eventually improve efficiencies and 
help hold down prices, but only over the long 
term.  

U.S. equities markets have surged then retreated 
since November. The S&P 500, for example, 
broke above 6,000 on November 11 in the after-
math of Trump's reelection. It subsequently 
peaked at 6,090.27 on December 6 before slip-
ping back to 5,881.63 by December 31, closing 
out the year 47.41 points lower than it did on No-
vember 6. Nonetheless, confidence that the in-
coming Trump administration will improve eco-
nomic and financial prospects across this nation 
of 335 million people is running high. Note that 
stock prices stood near record valuations before 
Trump’s re-election; that FOMO, the fear of miss-
ing out, is at present hardwired into the human 
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psyche; and that except for a few brief pullbacks, 
U.S. equity markets have been on a tear since 
the trough of the last real bear market that ended 
in early 2009.  

To some market veterans, today’s circumstances 
are far from bullish. “We all learned at business 
school that high P/Es are meant to be reflecting 
the best possible future,” billionaire investor Jere-
my Grantham, cofounder of GMO, told Morn-
ingstar analysts in late October. “And what we 
find is the highest four P/Es, highest amount of 
euphoria, are precisely followed by the four worst 
economic outcomes: the Great Depression, the 
Great Recession of ’73-’74, … the crash and the 
recession after the tech bubble burst, and … 
when the whole financial system of the developed 
world teetered on the edge of total meltdown [in 
2008/09]. So, what a strange paradox that the 
market’s predictive power is precisely, perfectly 
the opposite of what we were taught.” 

By virtually any metric, today’s valuation levels 
imply that future returns could be low by historical 
standards. On October 22, the investment bank 
Goldman Sachs raised eyebrows when it fore-

casted an annualized total return for the S&P 500 
of just 3% over the next decade. In contrast, the 
market has returned roughly 13% annually over 
the past decade and about 11% annualized since 
the 1930s. Other valuation metrics we follow like 
the Cyclically Adjusted P/E Ratio (CAPE) and the 
Buffett Valuation Indicator, which measures total 
market capitalization as a percentage of GDP, 
forecast real compound annual returns clustering 
in a range not far from 0% over the next decade. 

Figure 1 below illustrates where average house-
hold equity allocation (the share of total equity 
and credit assets households allocated to equi-
ties) stood at the beginning of every presidential 
term since 1952 and the S&P 500’s annualized 
inflation-adjusted returns over the subsequent 4 
years. As it shows, historically higher household 
equity allocations are a “negative predictor of ex-
cess returns on the U.S. Stock market,” as UC 
Irvine behavioral finance professor David C. Yang 
wrote in 2016. At today’s equity allocation 
(represented by the vertical dark green line), in-
flation-adjusted returns over the next four years 
would be -1.5% annualized if the historical pat-
tern holds. 

Fig. 1: Average Household Equity Allocation vs Equities’ Subsequent 4-Year Return at the Start of 
Every Presidential Term Since 1952 

Source: Hulbert Ratings, Bianco Research, SaratogaRIM. See Disclosures on page 32. 
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One caveat to the analysis presented in Figure 1 
is that valuations are NOT a gauge with which to 
time markets. They were out of whack for two full 
years before the dot-com bubble burst back in 
2000, for example, yet the markets kept rising. All 
valuation tells us is where asset prices are rela-
tive to various relationships with earnings power. 
It tells us nothing about when, or even if multiples 
might revert to historical norms.  

Regarding Fed policy, we doubt (for structural 
reasons) that interest rates will reapproach zero 
anytime soon, as that would require a return to 
extraordinary policies central bankers are still 
working to unwind. In fact, today’s relationship 
between the short end of the curve (which is 
dominated by the Fed) and longer-term rates 
(which are set by market forces) remain skewed 
when compared to more normal environments 
last seen before the Global Financial Crisis of 
2008/09 (see Figure 2 below). Worst case, U.S. 
indebtedness could trigger a Japan-like currency 
crisis and potential rapid depreciation. “That is 
not a scenario you want to play out with the re-
serve currency in the world,” said BlackRock’s 
Rieder. 

As investors, we seek to never let our guard 
down. “You can’t predict,” as Howard Marks says. 
“You can prepare.” Our strategy to stay perpetu-
ally within this ready state is to avoid businesses 
we deem most susceptible to permanent loss of 
capital during extreme inflationary or deflationary 
environments. Thus, we strive to avoid: 

 Businesses that are too heavily leveraged
 Businesses that are too capital-intensive
 Businesses that fail to generate above-

average profitability over time

Our analysis is based on the past, present and 
future. Looking forward, we focus on what War-
ren Buffett calls “business moats” – structures 
both real and virtual that help fend off competition 
which can enable the generation of persistently 
above-average profitability over time. For a de-
tailed overview of what these moats look like, see 
our recent 5-part series that goes through our 
thinking sector by sector (visit SaratogaRIM.com/
reports and refer to the reports from 2023 Q2 
through 2024 Q2). 

Fig. 2: Inflection in 10-Year Treasury Yields (The Secular Direction of Long-Term Interest Rates 
Has Changed) 

Source: FactSet, SaratogaRIM. See Disclosures on page 32. 
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Our investment process is reductive and is fo-
cused as much on avoiding what we don’t want to 
own as it is on identifying what we do. It is not 
based on momentum, market timing or political 
analysis. Quite simply, SaratogaRIM seeks to in-
vest in sensibly priced stocks of wonderful busi-
nesses, not “the market.” Even so, extreme mar-
ket environments impact performance of every-
one, even us. We can’t promise that it will be the 
case every time, but historically, we have tended 

to lag in up markets but have more than made up 
for it by outperforming on the downside.  

Investors face potential inflection points at every 
presidential transition. In this cycle, a dramatic 
departure from preexisting policies and practices 
is widely expected. We hope what transpires will 
be positive for the markets and the economy. But 
you don’t pay us to be optimistic, or pessimistic, 
but rather to be ready for whatever comes. 
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Source: FactSet, SaratogaRIM. Past investment results are not a guarantee of future results. Data presented net-of-fees. See full dis-
closures at the end of this report. This report is incomplete without Disclosures (page 32), GIPS Composite Report: SaratogaRIM 
Large Cap Quality Focus (page 15), GIPS Composite Report: SaratogaRIM Large Cap Quality Ultra Focus (page 19), GIPS Compo-
site Report: SaratogaRIM Large Cap Quality Focus ESG (page 23), GIPS Composite Report: SaratogaRIM Large Cap Quality Ultra 
Focus ESG (page 27), and GIPS Composite Report: SaratogaRIM Large Cap Quality (page 31). *Benchmark performance has been 
included in the Net and Net Max columns for comparison purposes, does not represent the deduction of management fees, and 
should not be considered as a strategy Net or Net Max figure. 

Fig. 3: SaratogaRIM Large Cap Quality Focus, Ultra Focus, Focus ESG, Ultra Focus ESG, and 
Quality Composites vs. S&P 500 TR Trailing 12-Months (12/31/23 - 12/31/24) 

Trailing 12-Month Investment Results 

Benchmark: S&P 500 TR  25.02* 25.02* 
SaratogaRIM Large Cap Quality Focus 14.45 13.92 

SaratogaRIM Large Cap Quality Ultra Focus 22.41 21.71 

SaratogaRIM Large Cap Quality Focus ESG 10.69 10.15 

SaratogaRIM Large Cap Quality Ultra Focus ESG 18.27 18.18 

SaratogaRIM Large Cap Quality 10.80 10.60 

Net Net Max Legend Legend 
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See additional important disclosures and composite-specific information within the GIPS Composite Reports 
for SaratogaRIM Large Cap Quality Focus (page 15), SaratogaRIM Large Cap Quality Ultra Focus (19), Sara-
togaRIM Large Cap Quality Focus ESG (23), SaratogaRIM Large Cap Quality Ultra Focus ESG (27) and Sa-
ratogaRIM Large Cap Quality (page 31).  

Saratoga Research & Investment Management (“SaratogaRIM” and “the Firm”), founded in 1995, is an SEC 
Registered Investment Advisor specializing in the construction and management of equity portfolios com-
posed of high caliber businesses utilizing an investment process built on common sense investment princi-
ples for individual and institutional investors. SEC Registration does not constitute an endorsement of the 
Firm by the Commission, nor does it indicate the advisor has attained a particular level of skill or ability. Advi-
sory services are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise 
exempt from registration. 

The opinions herein are those of Saratoga Research & Investment Management. The contents of this report 
are only a portion of the original material and research and should not be relied upon in making investment 
decisions. The Firm’s quarterly reports focus primarily on its equity strategies. Under no circumstance is this 
an offer to sell or a solicitation to buy securities. This material is not a recommendation as defined in Regula-
tion Best Interest adopted by the Securities and Exchange Commission. All data, information and opinions 
are subject to change without notice. Opinions and statements of a fundamental nature are geared towards 
the long-term investor. SaratogaRIM is not a tax/legal advisor and therefore assumes no liability for any tax/
legal research. Any information that is furnished to you should be thoroughly examined by a professional tax/
legal advisor.  

As additional peer group comparison data for the relevant period becomes available through Morningstar, sta-
tistics within the Composite Statistics pages may be updated and subsequently replaced within the version of 
this quarterly report that is published to SaratogaRIM.com. The Composite Statistics report generation date 
can be found within the footers of each Composite Statistics report. The original Quarterly Report publish date 
is located on the upper right-hand corner of the Quarterly Report cover page and the main report page foot-
ers.  

2024 Q4 (Annual) Report Charts: All charts and tables within this report are created by SaratogaRIM. Fig. 1 
was inspired by a chart from Bianco Research using Hulbert Ratings data to illustrate where average house-
hold equity allocation (the share of total equity and credit assets households allocated to equities) stood at the 
beginning of every presidential term since 1952 and the S&P 500’s annualized inflation-adjusted returns over 
the subsequent 4 years. Fig. 2 uses FactSet data to display the inflection in 10-Year Treasury Yields to illus-
trate that today’s relationship between the short end of the curve (which is dominated by the Fed) and longer-
term rates (which are set by market forces) remain skewed when compared to more normal environments last 
seen before the Global Financial Crisis of 2008/09. Fig. 3 illustrates cumulative daily return estimates calcu-
lated by FactSet utilizing month-end holdings data for the relevant period shown for each of the composites/
benchmarks listed and may differ from actual performance. Table data points represent actual net perfor-
mance and net max performance; benchmark performance has been included in the Net and Net Max col-
umns for comparison purposes, does not represent the deduction of management fees, and should not be 
considered as a strategy Net or Net Max figure. Past investment results are not a guarantee of future results. 
For further information or clarification regarding any of the charts or concepts within this report, please email 
your specific questions to InvestorRelations@SaratogaRIM.com. 

Gross-of-fee returns are calculated gross of management, custodial and external consultant or advisory fees 
and net of transaction costs. Net-of-fee returns are calculated net of actual management fees and transaction 
costs and gross of custodian fees and external consultant or advisory fees. Prior to October 31, 2022, non-fee
-paying accounts were included in composite net-of-fee return calculations without a fee rate; per the SEC
Marketing Rule effective November 4, 2022, net-of-fee returns labeled “Net” now include a model fee rate of
0.75% for all non-fee-paying accounts in the SaratogaRIM Large Cap Quality composite/1.00% in the Sara-
togaRIM Large Cap Quality Focus/Ultra Focus/Focus ESG/Ultra Focus ESG composites. Additionally, a sep-
arate net-of-fee return calculation has been added to SaratogaRIM marketing materials using the current
maximum fee rate charged by SaratogaRIM for the corresponding composite, labeled “Net Max” (0.75% for
the SaratogaRIM Large Cap Quality composite/1.00% for the SaratogaRIM Large Cap Quality Focus/Ultra

Disclosures 
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Focus/Focus ESG/Ultra Focus ESG composites). Calculations are available upon request. Information per-
taining to the Firm’s advisory fees is set forth in SaratogaRIM’s current disclosure statement, which is availa-
ble upon request. Results of the SaratogaRIM Large Cap Quality Composite & the SaratogaRIM Large Cap 
Quality Focus/Ultra Focus/Focus ESG/Ultra Focus ESG Composites do not reflect the results of any one port-
folio in those composites. 

Benchmarks are selected based upon similarity to the investment style of the Firm’s composites and accept-
ed norms within the industry. Benchmarks are provided for comparative purposes only and holdings of the 
Firm’s clients’ portfolios will differ from actual holdings of the benchmark indexes. Benchmarks are unman-
aged and provided to represent the investment environment in existence during the time periods shown. The 
benchmarks presented were obtained from third-party sources deemed reliable but not guaranteed for accu-
racy or completeness. Indices are unmanaged, hypothetical portfolios of securities that are often used as a 
benchmark in evaluating the relative performance of a particular investment. An index should only be com-
pared with a mandate that has a similar investment objective. An index is not available for direct investment, 
and does not reflect any of the costs associated with buying and selling individual securities or management 
fees. 

The S&P 500 Total Return is the total return version of the S&P 500 Index, which has been widely regarded 
as the best single gauge of large-cap U.S. equities since 1957. The index includes 500 leading companies 
and captures approximately 80% coverage of available market capitalization. (Note: A total return index as-
sumes that all dividends and distributions are reinvested.) The S&P 500 Index is a product of S&P Dow Jones 
Indices LLC (“SPDJI”), and has been licensed for use by SaratogaRIM. Standard & Poor’s®, S&P® and S&P 
500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a regis-
tered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been li-
censed for use by SPDJI and sublicensed for certain purposes by SaratogaRIM. SaratogaRIM's products are 
not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, and none 
of such parties make any representation regarding the advisability of investing in such product(s) nor do they 
have any liability for any errors, omissions, or interruptions of the S&P 500 Index. 

Direct clients may access their portfolio information and reports including client-specific information through 
SaratogaRIM’s Client Portal. If you are a direct client needing Client Portal access or assistance, please call 
(408) 741-2330 or email ClientService@SaratogaRIM.com. The Firm recommends that you compare your
Saratoga Research & Investment Management reports with the ones you receive from your custodian(s). The
custodian of record is required under current law to provide separate account statements. Market values re-
flected in the custodian’s statement and those cited in this report may differ due to the use of different report-
ing methods. To the extent that any discrepancies exist between the custody statement and this report, the
custody statement will take precedence. Values may vary slightly because of situations such as rounding, ac-
crued interest or the timing of information reporting. A fee statement showing the amount of the Asset-Based
fee, the value of clients’ assets on which the Asset-Based fee is based and the specific manner in which the
Asset-Based fee was calculated are available from SaratogaRIM upon request. As a general rule, Saratoga-
RIM does not disclose private information regarding clients’ accounts unless the Firm relies on certain third
parties for services that enable the Firm to provide its investment services to their clients. The Firm may also
disclose nonpublic information where required to do so under law.

If you wish to become a client of SaratogaRIM, you will be required to sign an Investment Advisory Agree-
ment that exclusively governs the relationship between you and SaratogaRIM. You will also be required to 
review SaratogaRIM’s most recent Privacy Notice, Form CRS, and Form ADV, which are publicly available on 
SaratogaRIM.com/documents. To receive a printed copy of the Firm’s Privacy Notice, Form CRS, or Form 
ADV, please contact Marc Crosby, President, at (408) 741-2332 or Marc@SaratogaRIM.com. 

© 2025 Saratoga Research & Investment Management. All rights reserved. No part of this publication may be 
reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopy, re-
cording, or any information storage and retrieval system without permission of copyright holder. Request for 
permission to make copies of any part of the work should be mailed to SaratogaRIM, Attn: Marc Crosby, P.O. 
Box 3552, Saratoga, CA 95070.        

Cover page artwork by Scott Pollack 
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