
1swspartners.com +1 614-670-5733 info@swspartners.com

SWS Growth Equity As of April 24, 2026

SWS Growth Equity seeks to create long-term capital appreciation by 
investing in companies across multiple industries that have the ability 
to maintain or take profitable market share.

Strategy Objective

Inception
May 1, 2018

Benchmark
Bloomberg US 1000 Growth Index

Portfolio Managers
Michael Parker, CFA & Kurt Grove, CFA

This year has delivered timely and compelling proof points on how critical the 
translation layer is to equity investors’ investment process. We define this juncture 
as the vital intersection where idea generation meets portfolio construction, 
where conviction expression evolves into disciplined risk management. Without a 
systematic way of being able to compare relative strength in narratives across value 
chains, it’s impossible to avoid collateral damage when entire sub-sectors fall out of 
favor. The software industry has been the year-to-date poster child of this dynamic 
playing out in real time, yet it illuminates a competitive moat threat that every 
company across every industry will ultimately face. As investors, the imperative is 
clear: maintain a process engineered for signal distillation that can simultaneously 
weigh relative signal strength. This is precisely the edge our investment process was 
built to deliver.

Last quarter we outlined the mechanics of our value chain approach, which enables 
us to systematically dissect upstream and downstream value creation opportunities 
across every portfolio consideration. We see this framework as the most effective 
way to eliminate the blind spots that arise from over-infatuations with any single 
sub-sector. The ultimate litmus test is whether it equips us to deconstruct the 
incremental $10 trillion of GDP output that our $30 trillion U.S. economy is expected 
to generate over the next decade, and ensure that our portfolio owns companies that 
disproportionately drive that marginal growth.

Technology issuers will unquestionably play an integral role in delivering that 
marginal output. Yet the “over-infatuated” bug (aka anchoring bias) has been biting 
many investors in the software space for nearly two decades. Enthralled by the 
perceived stickiness and high-margin profile of subscription-based pricing since the 
arrival of SaaS business models, many have failed to weigh these issuers’ relative 
competitive advantages against the rapidly emerging value chain in all-things data-
center compute. Absent that translation layer, portfolios can be caught massively 
offsides, which is precisely what we’ve witnessed this year. Our portfolio changes 
discussion outlines the proactive measures we’ve been taking as new data has 
allowed us to calibrate our continuous underwriting.

Reflecting on a memorable c.2010 meeting with Marc Benioff, Salesforce’s CEO 
posed the hypothetical that if the upper bounds of the legacy license-based software 
hierarchy were held by MSFT, ORCL, and SAP (with revenue bases then roughly $60 
billion, $40 billion, and $20 billion respectively) why shouldn’t an entirely new slate 
of SaaS and cloud-native leaders emerge over the next two decades? Even though 
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CRM continues its aspirational climb (even before adjusting 
for 2026-dollar terms), the question we distinctly recall 
asking ourselves at the time was this: once on-prem-to-cloud 
migrations were largely complete, once cloud-native players 
had captured meaningful share, and once deep-pocketed 
incumbents had pivoted to defend their turf, what shape would 
the next disruptive wave take in software’s insatiable attempt 
to “eat the world”?

Every quarter since ChatGPT’s Nov 2022 launch has offered 
subtle hints at the answer. This past quarter, however, 
delivered the most deafening signal yet with Anthropic’s 
Claude Opus 4.6. It was a striking waypoint to observe 
Salesforce declare having embarked upon its “headless” era, 
i.e. officially eschewing the web browser. This interface was 
the bunker-busting payload that allowed CRM (and all SaaS 
fast-followers) to capture market share from on-premise 
incumbents nearly two decades ago.

What has surprised us is how quickly the market has priced 
in a terminal-value threat, in some cases mass extinction. 
Despite the absence of viable, cannibalistic new entrants 
with enterprise-grade offerings, the market has reacted as 
though hundreds of billions of dollars in subscription revenue 
now face imminent displacement by yet-to-be-identified 
competitors. We are, after all, only two months into Anthropic 
Cowork’s public unveiling of agentic capabilities, the exact 
conditions that are naturally ripe for dramatic overreactions in 
price action. Yet a casual glance at accelerated-computing 
scaling charts makes one thing clear: we are still seeing 
only the tip of the iceberg. All of this points to a contentious 
battle forming in a space that has enjoyed nearly two decades 
of uninterrupted sentiment tailwinds. Meanwhile, the picks-
and-shovels required for physical factory build-out sit in an 
environment where the risk of under-investing far outweighs 
the risk of over-investment.

No public-equity investing “style” is immune from value chains 
that reach critical mass and redefine what is labeled “value” 
versus “growth.” A telling example is the Alphabet [GOOG/
GOOGL] case. If an investment process failed to identify 
that issuer anywhere along its journey from a $20 billion 
market cap to $4 trillion, or classified digital advertising as an 
uninteresting or too-hard-to-quantify value chain, we would 

argue it carries structurally lower odds of underwriting the 
business models destined to represent an ever-larger share 
of public equity. At some point, the multi-trillion dollar issuer 
will trade sub-20x forward earnings. Being able to underwrite 
that issuer based upon the cash flows that will deliver those 
forward earnings, in an outyear that may fail to fall neatly into 
the next 12 months, is going to be increasingly necessary.

Our goal is to continually calibrate our signal-extraction 
capabilities as the tools themselves evolve. There is no 
more imperative moment to deploy this discipline than the 
emerging era of unlimited intelligence. The reinforcement loop 
is powerful: the very business models and value chains we 
study can be accelerated by the tools their advancements are 
creating. It is our responsibility to remain at the leading edge, 
extracting insights that sharpen our own edge. This imperative 
grows only more urgent as sizable IPOs from SpaceX, OpenAI, 
and Anthropic, along with their full supply-chain ecosystems, 
make their way into benchmark proxies and reshape upstream 
and downstream dynamics. It will also require a translation 
layer capable of consistently assessing relative competitive 
advantage strengths across value chains. These are exactly 
the conditions for which we have calibrated our investment 
process, and our optimism for continuing to create value on 
behalf of our clients remains exceptionally high.

Thank you, as always, for your confidence in us as stewards of 
your capital.

The first quarter of 2026 was a tale of two halves: a 
relatively benign first half followed by a drastically different 
second half, as the S&P 500 fell almost 10% in a month 
when ever-present, but not always visible, geopolitical risk 
reemerged through the Iranian war.

For the quarter, there was significant dispersion in style-
factor returns relative to the S&P 500’s -4.33% return. The 
spread between growth and value was especially extreme, 
with the Bloomberg US 1000 Growth Index returning 
-7.67% and the Bloomberg US 1000 Value Index returning 
+5.79%. This 1,347 bps differential, with growth lagging 
value, was the largest we have experienced since the 
strategy’s inception of May 2018.

Raison D’être: Alpha Delivery

https://a16z.com/why-software-is-eating-the-world/
https://x.com/Benioff/status/2044981547267395620?s=20
https://www.barrons.com/articles/software-stocks-doordash-figma-ai-a04faeec
https://s201.q4cdn.com/141608511/files/doc_events/2026/Mar/16/GTC-2026-Keynote.pdf
https://s201.q4cdn.com/141608511/files/doc_events/2026/Mar/16/GTC-2026-Keynote.pdf
https://www.cio.com/article/4131876/data-center-capex-to-hit-1-7-trillion-by-2030-due-to-ai-boom.html
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In our view, this extreme dispersion was driven by two 
factors. First, the energy sector, which is heavily represented 
in value indices, significantly outperformed as oil prices 
spiked, returning +37% and making it the best-performing 
sector of the quarter. Second, AI-related fears emerged 
in two distinct forms. On the software side, each update 
from Anthropic around Claude Code sent software 
stocks lower as investors questioned the durability of 
terminal values in a world where application development 
appears increasingly vulnerable to AI-driven disruption. 
On the infrastructure side, concerns around multi-trillion-

dollar AI capex plans began to take shape, with investors 
first questioning the returns on invested capital (ROIC) 
for hyperscalers and then the duration of the benefit 
accruing to semiconductor enablers. Together, these 
pressures weighed disproportionately on the market’s 
largest growth companies and drove the unusually wide 
dispersion between growth and value.

For a complete discussion of SWS Growth Equity’s historical 
performance outcomes, please contact us.

Contributors & Detractors

The following analyses highlight the fundamental work underlying our investment process. Here we deconstruct the merits of the 
top contributors and detractors to portfolio performance on the quarter (with total return contributions listed):

Top Contributor

Micron Technology Inc. +18.4%MU

Taking a slightly different approach this quarter, we are grouping several of the top contributors and detractors together, as 
we think it is most helpful to consider these positions in the context of value chain exposure and overall portfolio positioning, 
especially given the number of repeat top performers and detractors. The list of top performers versus detractors also aligns 
neatly with the market’s perception of AI winners versus AI losers.

Our first two top performers were Micron and Ciena, which returned +18.4% and +66.4%, respectively, in the first quarter, with 
both positioned squarely in the AI winner camp. Both were also top performers in the fourth quarter, and for Ciena this marks 
the third consecutive quarter as a top contributor. Over the last twelve months, the stocks have returned +540% and +737%, 
making them standout performers across the portfolio. Both have also been significant sources of alpha within the AI value 
chain relative to larger semiconductor enablers such as NVIDIA and Broadcom, which returned -6.5% and -10.4% in the first 
quarter, and +96% and +132% over the last year.

We have written extensively about both companies and the roles they serve in the AI value chain. Both memory and optics are 
scaling sub-optimally relative to GPUs, as each new iteration of NVIDIA’s technology roadmap requires more memory and 
more optical connectivity per GPU. In that sense, both have effectively become bottlenecks in AI deployment. It has taken 

Top Contributor

Ciena, Corp. +66.4%CIEN

mailto:info@swspartners.com
https://swspartners.com/growth-equity-data-room/
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longer for investors to come to this conclusion than we would have expected, particularly given that we were writing about both 
companies and their relative competitive positioning as early as the beginning of 2023.

Investors have generally struggled with how to model Micron as memory prices have surged and memory producers have 
generated record profits. In one of the more surprising market statistics we can remember, Micron alone contributed more 
than 51% of earnings revisions for the entire S&P 500 since February 27th. Even after a greater than 500% stock move over 
the last twelve months, the shares still trade at just 5.4x earnings. The central debate around Micron, historically a highly cyclical 
company, is how long this memory upcycle can last. In our view, the combination of an oligopolistic industry structure, HBM mix 
with a very high trade ratio effectively reducing near-term supply, high capex requirements and long lead times for future supply, 
and unprecedented AI-driven demand all suggest that 2026 will not mark the peak in Micron’s earnings power. Consensus 
earnings estimates have continued to ratchet higher to roughly $100 in fiscal 2027, a figure we believe could be closer to $125. On 
that basis, Micron could earn roughly 2x its April 2025 stock price of $60, implying the shares were effectively trading at 0.5x 
earnings. (Pour one out for the large-cap-stocks are efficient-market pundits).

Ciena also exhibited strength coming out of OFC, the Optical Fiber Communication Conference, where we had the opportunity to 
sit down with management and technical leaders to better understand the technology roadmap. The key development for Ciena 
is the continued buildout of distributed training clusters spanning multiple data centers and ultimately connecting more than 
one million GPUs across the country. Due to power constraints in the U.S., leading AI companies increasingly need to distribute 
compute across multiple sites, while still enabling those GPU clusters to function as one coherent unit. That architecture requires 
the type of long-haul optical connectivity Ciena provides. More specifically, the advent of the Hyper-RAIL platform, which allows lit 
fiber strands to scale from 16 or 32 pairs to as many as 430 pairs, makes 1,000+ km distributed training increasingly viable.

We estimate the distributed training opportunity alone represents a total addressable market of more than $10 billion over 
the next several years, in addition to the $7 billion-plus backlog Ciena reports quarterly. Meanwhile, the company’s core optical 
business, currently around $6 billion, is growing rapidly and in our view should double over the next three to four years, supported 
by strong secular growth in data traffic and AI-related demand. What was once viewed as a sleepy, boring corner of technology, 
characterized by 6–8% long-term growth and operating margins of roughly 20%, has rapidly evolved into a business that we 
believe could deliver 30%+ revenue CAGR over the next three to five years with operating margins above 25%. There are also 
incremental call options for Ciena as optical requirements become more demanding and optics move closer to, and eventually 
inside, the data center. We believe Ciena, through its transponder portfolio and its acquisition of Nubis, has a credible opportunity 
in CPO/LPO scale-up architectures, which themselves represent a market opportunity in excess of $10 billion.

Both positions have performed exceptionally well, and we continue to hold both in the portfolio. That said, we have begun to 
reallocate a portion of those profits into other companies within the AI value chain that the market has either not yet identified 
or has prematurely moved on from.

Top Contributor

Teradyne, Inc. +53.2%TER

https://swspartners.com/growth-equity-data-room/
https://www.rambus.com/blogs/hbm3-everything-you-need-to-know/
https://openmetal.io/resources/blog/leading-indicators-of-when-ram-and-nvme-supply-will-match-demand/
https://www.ciena.com/about/newsroom/press-releases/ciena-solidifies-ai-networking-leadership-unveils-new-innovations-for-high-speed-connectivity
https://newsletter.semianalysis.com/p/co-packaged-optics-cpo-book-scaling
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Teradyne, a leading player in automated test equipment (“ATE”) and industrial robotics, had a standout quarter, returning +53.2% 
and easily outpacing its technology peers, which were down -2.0% in the first quarter of 2026. We initiated Teradyne in the third 
quarter of 2025 on a two-part thesis. First, testing was an underappreciated way to gain exposure to the rising importance 
of validation across both AI XPUs and HBM memory, as discussed above with Micron. Second, after years of underdelivering, 
Teradyne appeared poised to finally show meaningful progress in industrial robotics, particularly through its relationship with 
Amazon.

Teradyne has benefited significantly over the last nine months from rising hyperscaler demand for compute and the growing 
importance of ASICs. In our original write-up, we suggested that Teradyne was positioned to win share at NVIDIA, where 
it previously had no exposure in GPU testing. While this has not been formally announced in full, it has effectively been 
validated, with Teradyne expected to reach single-digit share by late 2026. We believe that share could ultimately reach at least 
30% over the coming year, and that this share gain alone would allow Teradyne to grow meaningfully faster than the broader ATE 
market.

One positive development taking shape, and a recurring theme across AI more broadly, is the extraordinary technical burden 
being placed on next-generation chips. Whether the constraint is power, memory, optics, or copper, the entire system is being 
pushed to improve compute capability. Importantly, compute capability is no longer defined simply by a single GPU running at 
maximum output for a short period of time. A newer and increasingly important driver of test intensity is the race to improve 
tokens per watt. To achieve this, leading XPU and GPU companies are increasingly packaging multiple compute dies together, 
moving from one die per package to two and now, in some cases, four. That creates significantly more pressure on die quality and 
raises the amount of test spend required per GPU deployed.

Incrementally, the inevitable rise of co-packaged optics (“CPO”), a technology that has seemingly remained three years away for 
many years, now appears to be approaching real adoption and could provide another benefit to Teradyne. CPO was one of the 
dominant topics at the OFC conference we attended in March 2026. We remain mixed on the pace of port adoption and on 
how quickly hyperscalers will move to CPO, and we continue to believe copper has a longer runway in the data center than 
many expect, hence our investment in Credo Technology Group Holding Ltd. in early 2Q. That said, slower adoption does not 
mean Teradyne will not benefit near term. Testing is one of the key bottlenecks that must be solved before CPO can be adopted 
at scale, and we expect CPO-related testing demand to ramp rapidly toward roughly $500 million by the end of this year as Nvidia 
pushes the technology more aggressively into the market.

Lastly, there have also been several positive developments for Teradyne in memory. First, HBM adoption and demand have been 
significantly stronger than expected, and test intensity is materially higher for HBM than for traditional DRAM, given the three 
distinct steps involved in the testing process. Second, Micron has historically taken a unique approach by manufacturing its logic 
die in-house and therefore using its own test equipment. More recently, Micron has publicly announced plans to transition that 
logic die production to TSMC, which should be served by a combination of Teradyne and Advantest. More broadly, in traditional 
DRAM, all three major memory players have committed to significant capex investment to expand supply heading into 2027, 
which should lead to substantially more memory wafers requiring testing in 2027 and 2028.

https://swspartners.com/growth-equity-data-room/
https://swspartners.com/growth-equity-data-room/
https://www.broadcom.com/products/custom-silicon/asics
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Similarly to the contributor section above on perceived “AI winners,” we are grouping our discussion of perceived “AI losers” 
around Monday.com and Intuit. The grim reaper came for nearly all software stocks in the first quarter of 2026, as investors 
rushed for the exits with each new Claude Code product release. Monday.com and Intuit were our two hardest-hit positions, 
falling -48.8% and -42.4%, respectively, before we exited both positions on February 20. No software company was entirely 
spared, with even Microsoft down -23.3% during the quarter.

There is relatively little to say at the company-specific level about the underperformance, as there was minimal fundamental 
deterioration and little meaningful company-specific news. Instead, we think the more useful discussion is around the software 
value chain itself and how our views have evolved.

Put simply, we got the stocks wrong in this part of the software value chain, particularly within application software, as reflected 
in our now-former positions in Monday.com, Intuit, ServiceNow and GoDaddy. As public-market investors, one can complain about 
the daily pricing mechanism or the way market structure has changed, but the same liquidity that creates volatility also creates 
the opportunity to change one’s mind and reposition capital quickly into higher risk-adjusted opportunities. In the first quarter 
of 2026, it became clear to us that software was experiencing a classic baby-out-with-the-bathwater episode, with correlations 
across the group moving close to one as the IGV fell -24.3%.

Investors are no longer willing to pay more than 10x sales for the average software company, especially where the competitive 
moat appears to rest on seat-based pricing or a superior user interface alone. Terminal values are compressing rapidly for 
businesses whose differentiation may prove shallow in a world where AI can increasingly replicate workflows, interfaces, and 
code. As both investors in, and heavy users of, AI, even we underestimated how quickly Claude-based solutions would gain 
traction and how rapidly the market would begin pricing in disruption risk.

That does not mean software is going away. Quite the opposite. But we do think a meaningful subset of existing software 
companies will be disrupted more quickly than the market appreciated even a year ago. Many now face a difficult combination 
of pressures: they must present a credible AI strategy, reaccelerate growth, improve profitability, and retain top talent that is 
increasingly being pulled toward firms like OpenAI and Anthropic. Against that backdrop, we determined it was a better use of 
capital to significantly reduce our software exposure and concentrate proceeds in our highest-conviction ideas.

Today, our pure-play software exposure is centered in Okta, Snowflake, and Cloudflare, alongside hyperscaler exposure through 
AWS within Amazon and GCP within Alphabet.

So where do we think value will accrue within software from here? Increasingly, we believe the most attractive areas of the 
software value chain fall into one of three buckets. First, companies that enable access to AI and whose revenue grows more 
directly with AI usage — namely the existing hyperscalers, as well as the new, burgeoning hyperscaler in Cloudflare. Second, 
companies that function as systems of record for the enterprise, where the value lies not in the GUI (graphical user interface) 
alone but in owning and organizing mission-critical data. Snowflake, Databricks in the private markets, and the hyperscalers fit this 
framework. Third, companies that are directly involved in securing the enterprise in an AI-centric world with exponentially more 

monday.com  -48.8%MNDY Intuit Inc. -42.4%INTU

Top Detractor Top Detractor
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endpoints, agents, and threats. Okta, particularly through employee and agent authentication, fits this category well.

This is not meant to be an exhaustive list of software beneficiaries, but rather the framework we are using to think about where 
value is most likely to flow within the software value chain going forward.

Top Detractor

PureCycle Technologies, Inc. -39.6% PCT

PureCycle once again appears on our list of quarterly contributors and detractors, a familiar dynamic for a small-cap company 
moving from development-stage uncertainty toward early commercialization. During the first quarter, PCT declined -39.6%, 
materially underperforming its materials peers, which were up +13.0%.

Given our lengthy write-up last quarter, we will be more brief here rather than fully rehashing the PureCycle thesis. The most 
important new development during the quarter, and the primary factor weighing on the stock, was the continued delay in a 
ruling by the New Jersey Department of Environmental Protection (NJDEP), which has erroneously classified PureCycle’s 
process as chemical recycling. This administrative issue has now dragged on for nearly two years. We view the classification as 
incorrect, as other states have determined that PureCycle’s solvent-based dissolution process is neither traditional mechanical 
nor chemical recycling. Rather, it purifies polypropylene without chemically breaking down the polymer, a distinction that is 
commonly recognized in other applications.

This delay has held back an estimated 15–30 million pounds of near-term demand, as customers wait to receive the appropriate 
recycling certification. The process has dragged on long enough that even companies which have completed testing and 
approved PureCycle’s recycled polypropylene for use in their products have begun lobbying New Jersey directly and writing letters 
in an effort to accelerate the decision.

We understand the common investor biases around not selling losers, sunk-cost fallacy, and loss aversion. All of them point to 
the broader truth that it is difficult for investors to admit when they are wrong. We have owned PCT for a long time, and there 
were certainly periods when that capital could have been put to better use. That said, we think it is helpful to contrast our 
decision to maintain the position, and even purchase additional shares below $6 in early April, with our decision to materially 
reduce software exposure in losing positions elsewhere in the portfolio.

At this stage, we believe the core risks around technology viability and customer adoption have largely been retired for PureCycle. 
What remains are the more conventional, though still important, challenges of scaling production, converting trials into steady 
purchase orders, educating regulators, and financing growth in a disciplined manner. Management continues to outline attractive 
unit economics of at least $0.50 of EBITDA per pound, which we believe is conservative as utilization improves and co-product 
revenue scales. In addition, estimates for the Gen2 plant suggest an operating cost structure that is competitive with, and 
potentially even lower than, virgin polypropylene.

We think this stands in direct contrast to application software businesses where technology durability and future customer 
adoption are now much more in question. In many areas of software, the cost to serve customers has shifted from a model of 

https://swspartners.com/growth-equity-data-room/
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very high incremental margins to one with structurally lower margins, as AI-related compute costs become a more meaningful 
part of the cost base.

The difference is also apparent in the addressable market. For PureCycle, a fully sold-out Ironton facility at 107 million pounds 
would represent only about 0.1% of global polypropylene demand. Against that backdrop, the company’s stated ambition to reach 
1 billion pounds of recycled polypropylene capacity by 2030 implies a business capable of generating roughly $500 million of 
EBITDA even at the low end of management’s unit-economic targets. All of this is taking place in a market where polypropylene 
recycling rates remain well below 1%, versus roughly 15–25% for other plastic resins.

Contrast that with application software whose primary value proposition is helping humans complete work. In an agent-first 
world, where software is increasingly expected to complete tasks rather than simply assist with them, the addressable market 
for many human-centered applications becomes much harder to define. More importantly, it becomes harder to underwrite as 
a growing market. That distinction helps explain why we have remained willing to own and add to PureCycle despite near-term 
volatility, while becoming much less willing to own software businesses facing more open-ended disruption risk.

Position Exits

GOOGL TERMU

CIEN MRVL

Position Reductions

OKTA

XYZ

PINSMETA

SNOW

Position AdditionsPosition Initiations

Portfolio Changes

WRBY NVDA MNDY GDDY

New Positions

Warby Parker (WRBY)

Warby Parker began as a direct-to-consumer eyewear disruptor, but we believe it is evolving into something more valuable: a 
scaled, vertically integrated optical retailer with a credible path to becoming the leading independent competitor in a category 
long dominated by EssilorLuxottica and fragmented local operators. As of year-end 2025, the company operated 323 stores in a 
U.S. eyewear market that management estimates at approximately $66 billion, with a medium-term opportunity to exceed 900 
domestic locations.

Our thesis rests on four key tenets. First, the company has shifted store expansion toward more productive suburban and 
infill markets, where locations function not only as retail stores, but also as customer acquisition vehicles, eye exam centers, 
and extensions of its omnichannel platform. This combination improves store-level revenue while significantly reducing rent, 
contributing to approximately 22% four-wall profitability versus 15% across its most recent 100 store openings.

Second, utilization of in-person optometrists and insurance expansion represent material upside for Warby if adoption moves 
closer to industry norms. Exam capabilities are now available in nearly 90% of Warby stores, yet only 31% of Warby customers 
have utilized a Warby optometrist, while industry-wide roughly 75% of glasses wearers purchase their prescription from the same 
location where they receive their eye exam. Insurance-backed orders represented just 8.3% of Warby’s revenue in 2025, despite 
insurance being used in roughly 60% of U.S. vision-care purchases. In our view, these factors create meaningful room for average 

INTU
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revenue per customer, currently around $320, to rise over time, while also supporting better store productivity and margin 
expansion as the model matures.

Third, the category itself is highly attractive. Eyewear and contact lenses together represent a $66 billion industry that has 
grown at roughly 2x GDP since the 1960s. The category combines consumer and healthcare characteristics, benefits from 
recurring replacement demand, and remains highly fragmented. More than 80% of U.S. adults use some form of vision correction, 
creating a large and durable market in which a scaled, better-operated competitor should be able to take share over time.

Finally, Warby has a material call option through its exclusive partnership with Google and Samsung to launch AI-enabled 
glasses. We do not need that opportunity to work for the investment to succeed, but it reinforces our view that Warby is 
increasingly a technology-enabled optical platform rather than simply a low-price eyewear brand. We are also very bullish on AI-
enabled glasses and believe AI is the killer use case for driving broader AR/VR adoption. It is still far too early to identify a clear 
winner among Alphabet, Apple, and Meta, but we believe adoption of smart glasses in the United States could become meaningful 
over the next three to five years. Because glasses are always worn, sit at the intersection of fashion and technology, and often 
benefit from in-person fitting and styling, we think Warby’s retail footprint creates hidden optionality through incremental 
purchases and attachment opportunities tied to future AI-glasses adoption.

NVIDIA Corporation (NVDA)

We last owned NVIDIA in December 2020, in addition to our exposure during our pension fund years, notably before the ChatGPT 
wave accelerated investor enthusiasm around AI. Since then, the stock appreciated faster than our fundamental work could 
justify. Rather than force the position, we chose to monitor the company closely while gaining AI exposure through other parts 
of the value chain. That led us to memory through Micron and Teradyne, optics through Ciena, and networking through Arista. 
Those positions served us well as the market broadened beyond the obvious first-order winner in NVIDIA via the GPU.

We believe the next phase is becoming clearer. Revenue and earnings expectations for NVIDIA now appear too conservative 
relative to the scale of spending still moving through the AI ecosystem. At the same time, the stock trades at 22x forward 
earnings, a valuation that we believe likely falls into the high teens as consensus estimates move higher, and closer to roughly 15x 
on our view of 2027 earnings power. For perspective, NVIDIA traded at approximately 61x forward earnings in mid-2023. Said 
differently, the stock is no longer priced for perfection in the way many still assume.

As we evaluate our full AI exposure, it has become increasingly difficult to defend having no direct ownership in NVIDIA. The 
company’s moat appears as deep as ever, and arguably deeper than we would have expected, while consensus estimates still fail 
to reflect the durability and magnitude of demand. At the same time, the stock has lagged a number of the AI enablers we have 
owned, even as its strategic position has strengthened. In many ways, the catch-up trade across the AI complex has already 
occurred. The question now is not whether spending broadens, but where the highest risk-adjusted returns sit from here.

We continue to like differentiated, less-followed AI exposures and still see compelling opportunities across the buildout, 
most recently adding Credo in early April. But at this point, we believe it makes sense to balance that exposure with a direct 
investment in the clear platform leader. NVIDIA remains materially underweight in our portfolio relative to its roughly 10% 
weight in the Bloomberg US 1000 Growth Index, and at current valuation levels, we believe the stock offers the potential for well 
in excess of a 30% internal rate of return over the next two years. That is a return profile we have not been able to underwrite in 
NVIDIA for the better part of the last eighteen months.
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Investment advisory services are offered through SWS Partners, LLC (“SWS”). 
SWS is an investment advisor registered with the Securities & Exchange 
Commission. Registration as an investment advisor does not imply any particular 
level of skill or training. If you would like a copy of SWS’s disclosure brochure(s), 
you may request a copy by emailing us at info@swspartners.com or download a 
copy by going to www.adviserinfo.sec.gov.

This material is not intended as and should not be used to provide investment 
advice and is not an offer to sell a security or a recommendation to buy a security. 
This summary is based exclusively on an analysis of general market conditions 
and does not speak to the suitability of any specific proposed securities 
transaction.

This investment strategy is subject to management risk such that no assurance 
may be given that the portfolio’s value will be more than the original investment. 
The investment return and principal value of SWS Partners, LLC portfolios will 
fluctuate as the stock and bond markets fluctuate such that an investor’s shares 
and/or portfolio value, when redeemed, may be worth more or less than their 
original cost.

This portfolio of individual equity and pass-through securities and our forward-
looking statements or projections are subject to risks including but not limited 
to portfolio concentration risk, company-specific risk, regulatory risk, financial 
market risk, global economic risk, credit risk, interest rate risk, foreign market risk 
that may involve currency, political, and social risk.

Diversified portfolio strategies do not assure or guarantee better performance 
and do not eliminate the risk of investment losses. It should not be assumed that 
any security holding shown was or will be profitable. The portfolio’s holdings 
and allocation are subject to change based on the discretion of SWS Partners, 
LLC. Different types of investments involve varying degrees of risk and there 
can be no assurance that any specific investment will be suitable for a client’s 
portfolio. Investors should consider the risks, charges, and expenses carefully 
before investing in this or any other strategy. Investors should ensure the strategy 
presented fits within their investment objectives.

The Bloomberg US 1000 Growth Index and the S&P 500 are market cap-
weighted indices of common stocks incorporated within the US and its territories 
and may not necessarily be substantially similar to your portfolio. It is not possible 
to invest directly in an index.

BLOOMBERG® and the indices referenced herein (the “Indices”, and each such 
index, an “Index”) are service marks of Bloomberg Finance L.P. and its affiliates 
(collectively “Bloomberg”) and/or one or more third-party providers (each such 
provider, a “Third-Party Provider,”) and have been licensed for use for certain 
purposes to SWS Partners LLC (the “Licensee”). To the extent a Third-Party 
Provider contributes intellectual property in connection with the Index, such 
third-party products, company names and logos are trademarks or service marks, 
and remain the property, of such Third-Party Provider. Bloomberg or Bloomberg’s 
licensors own all proprietary rights in the Bloomberg Indices. Neither Bloomberg 
nor Bloomberg’s licensors, including a Third-Party Provider, approves or endorses 
this material, or guarantees the accuracy or completeness of any information 
herein, or makes any warranty, express or implied, as to the results to be obtained 
therefrom and, to the maximum extent allowed by law, neither Bloomberg nor 
Bloomberg’s licensors, including a Third-Party Provider, shall have any liability or 
responsibility for injury or damages arising in connection therewith.

All opinions and views mentioned in this report constitute our judgments as of the 
date of writing and are subject to change at any time. We will not advise you as to 
any change in figures or views found in this report.

Our judgment or recommendations may differ materially from what may be 
presented in a long-term investment plan. Investors should consult with an 
investment advisor to determine the appropriate investment strategy and 
investment vehicle. Investment decisions should be madebased on the investor’s 
specific financial needs and objectives, goals, time horizon and risk tolerance. 
Security information, portfolio management strategies and tactical decision 
processes are opinions of SWS Partners, LLC and the performance results of 
such recommendations are subject to risks and uncertainties.

Important Disclosures

Michael Parker, CFA  Partner, Chief Investment Officer
Michael Parker, CFA, is the CIO of SWS and lead portfolio manager for the SWS Growth Equity strategy. Before joining SWS in 2017, 
Mike was a portfolio manager of $4 billion of long-only equity portfolios at the Ohio Public Employees Retirement System (OPERS). 
He leverages over 23 years of experience on both the buy-side and sell-side to bring an institutional research and portfolio man-
agement framework to SWS Partners. Prior to OPERS, Mike was responsible for investment bank equity research at FBR Capital 
Markets. He received his Bachelor of Science in economics, finance concentration, from the Wharton School at the University of 
Pennsylvania and is a CFA® charterholder.

Kurt Grove, CFA  Partner, Portfolio Manager
Kurt Grove, CFA, is a portfolio manager for the SWS Growth Equity strategy. Before joining SWS in 2020, Kurt was an analyst on 
the internal active long-only US equity portfolios at Ohio Public Employees Retirement System (OPERS). He leverages over 11 years 
of experience on the buy-side and in risk management to bring an institutional research and portfolio management framework to 
SWS Partners. Prior to OPERS, Kurt was responsible for Quantitative Risk Management at Key Bank. He received his Bachelor of 
Science in business administration, finance concentration, from the Fisher College of Business at The Ohio State University and is 
a CFA® charterholder.


