
 
 
 

Wedgewood	Partners	First	Quarter	2026	Client	Letter	
	

Dire	Straits	
 
 

“Iran’s	exercise	of	sovereignty	over	the	Strait	of	Hormuz	is	and	will	remain	Iran’s	natural	and	legal	right,	
and	it	constitutes	a	guarantee	for	the	implementation	of	the	other	party’s	commitments	and	must	be	

recognized.”	
	

																																																																																																																																																		Iran’s	counterproposal,	Point	5		
	

“Iran	probably	did	not	expect	its	Hormuz	strategy	to	be	this	successful…the	lesson	Iran	has	learned	from	
this	war	is	that	holding	the	global	economy	hostage	is	cheaper	than	anticipated.”	

	
																																																																																																									Bloomberg	Middle	East	Economist	Dina	Esfandiary	
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Review	and	Outlook	
	

		 1Q	 YTD	 1-Year	 3-Year	 5-Year	
Wedgewood	Composite	Net		 -6.3	 -6.3	 4.3	 14.1	 8.9	
		 	    		
Standard	&	Poor's	500	Index	 -4.3	 -4.3	 17.8	 18.3	 12.1	
Russell	1000	Growth	Index	 -9.8	 -9.8	 18.8	 21.2	 12.8	
Russell	1000	Value	Index	 	2.1	 	2.1	 15.9	 14.3	 9.4	
		 	    		
		 10-Year	 15-Year	 20-Year	 25-Year	 30-Year	
Wedgewood	Composite	Net	 12.9	 12.0	 10.5	 9.5	 11.8	
		 	    		
Standard	&	Poor's	500	Index	 14.2	 13.3	 10.5	 9.2	 10.0	
Russell	1000	Growth	Index	 16.8	 15.3	 12.5	 				10.2	 10.5	
Russell	1000	Value	Index	 10.6	 10.5	 	8.1	 8.1	 			9.1i	
	
	
	

	
	
	
Source:	PSN	Large	Cap	Manager	Database.	Data	are	calculated	on	a	gross-of-fee	basis	for	managers.	Past	performance	does	not	
guarantee	future	results.	Future	results	may	differ	materially	from	past	results.			
	
i.	Portfolio	returns	and	contributions,	expressed	as	percentages,	are	calculated	net	of	fees.	Contribution	to	return	calculations	is	preliminary.		
Returns	are	presented	net	of	fees	and	include	the	reinvestment	of	all	income.	“Net	(actual)”	returns	are	calculated	using	actual	management	
fees	and	are	reduced	by	all	fees	and	transaction	costs	incurred.	Past	performance	does	not	guarantee	future	results.	Additional	calculation	
information	is	available	upon	request.	

1 YEAR 3 YEARS 5 YEARS 10 YEARS 15 YEARS 20 YEARS 25 YEARS 30 
YEARS

Median 1.15 1.36 1.11 0.99 1.05 0.96 0.97 1.01

 Wedgewood Large Cap Focused Growth 1.02 1.68 1.16 1.13 1.21 1.17 1.11 1.26

 Russell 1000 Growth 1.14 1.71 1.15 1.07 1.20 1.10 1.05 1.06

 S&P 500 1.08 1.35 0.98 0.82 0.92 0.82 0.81 0.87

Valid Count 766.00 748.00 727.00 623.00 520.00 404.00 277.00 151.00

1 Year 3 Years 5 Years 10 Years 15 Years 20 Years 25 Years 30 Years
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Q1	Top	Contributors	
Avg.	
Wgt.	

Contribution	
to	Return	

Taiwan	Semiconductor	Manufacturing	 				9.00	 5.71	
Alphabet	 8.34	 2.64	
Chubb	 1.19	 0.70	
Old	Dominion	Freight	Line	 2.87	 0.58	
Microsoft	 6.65	 0.57	

	   
Q1	Bottom	Contributors	 		 		

UnitedHealth	 0.69	 -3.67	
Copart	 4.19	 -3.33	
Tractor	Supply	Company	 4.64	 								-2.35	
PayPal	 4.47	 								-2.28	
CDW	 3.58	 								-1.69	

 
 

Top-performing	 contributors	 in	 the	 3irst	 quarter	 include	 Taiwan	 Semiconductor	
Manufacturing,	Alphabet,	Chubb,	Old	Dominion	Freight	Line,	and	Microsoft.		Top-performing	
detractors	in	the	quarter	include	UnitedHealth,	Copart,	Tractor	Supply	Company,	PayPal,	and	
CDW.	
	
During	the	quarter,	we	bought	Toll	Brothers	and	Progressive,	sold	PayPal,	increased	Amazon,	
and	trimmed	Taiwan	Semiconductor	Manufacturing	twice.	
	
Taiwan	 Semiconductor	 Manufacturing	 Company	 was	 a	 top	 contributor	 to	 portfolio	
performance	 in	 the	 first	 quarter.	 Revenues	 grew	 +25%,	 and	 the	 Company	 guided	 to	
accelerating	revenue	growth	to	+30%	in	2026	as	demand	for	compute	accelerators	for	AI	
applications	continues	to	ramp	unabated.	In	addition,	the	Company	recently	reported	that	
March	revenue	was	up	+45%	year	over	year,	+31%	month	over	month,	and	+35%	year	to	
date.	 The	 semiconductor	 customer	 base	 has	 evolved	 to	 the	 point	 that	 the	 Company	
increasingly	works	directly	with	non-traditional	end	customers,	particularly	cloud	service	
providers,	 to	 develop	 custom	 silicon.	 This	 helps	 the	 Company	 better	match	 supply	with	
demand,	 so	 despite	 strong	 revenue	 growth,	 the	 Company	 has	 kept	 capital	 expenditures	
relatively	 in	 line	 with	 revenue	 growth.	 In	 addition,	 the	 Company	 is	 raising	 prices	 as	
utilization	rates	at	leading-edge	nodes	continue	to	climb.	We	trimmed	positions	because	our	
holdings	 exceeded	 10%	 of	 portfolios.	 Taiwan	 Semiconductor	 Manufacturing	 Company	
remains	a	top	holding.	
		
Old	Dominion	Freight	Line	also	contributed	to	the	quarter's	performance.	As	in	the	fourth	
quarter	of	2025,	investors	have	grown	more	optimistic	about	a	rebound	in	industrial	activity,	
a	 core	 source	 of	 demand	 for	Old	Dominion's	 fleet,	 as	U.S.	manufacturing	data	 suggests	 a	
nascent	 expansion	 is	 underway	 after	more	 than	 three	 years	 of	 contraction.	As	usual,	 the	
Company	has	managed	its	capacity	exceptionally	well	during	this	downturn,	keeping	costs	
under	 control	 and	 charging	 prices	 that	 reflect	 the	 longstanding,	 dependable	 service	 it	
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provides	its	customers.	Compared	with	peers,	Old	Dominion	maintains	a	significant	buffer	
of	 spare	 capacity,	which	 helps	 capture	more	 of	 the	 economics	 during	 an	 expansion.	 The	
Company	 has	 significant	 pent-up	 earnings	 growth	 ahead,	 which	 should	 attract	 new	
investors.	
	
Motorola	Solutions	contributed	positively	to	performance,	with	organic	revenue	up	7%	and	
orders	growing	in	the	double	digits	for	the	third	consecutive	quarter.	The	Company's	core	
Land	 Mobile	 Radio	 (LMR)	 business	 offers	 a	 unique	 value	 proposition	 to	 its	 customers,	
particularly	local	governments	and	public	safety	agencies.	LMR	technology	is	well	suited	for	
inclement	 weather	 and	 harsh	 conditions	 because	 its	 antennas	 generate	 a	 high-powered	
signal,	unlike	competing	modes	of	communication	(e.g.,	cellular	and	satellite),	which	rely	on	
clusters	of	low-power	deployments	and	are	more	susceptible	to	degradation	when	power	or	
network	backhaul	becomes	unavailable	due	to	power	failures	or	deteriorating	weather.	In	
fact,	Motorola	devices	can	communicate	radio-to-radio	without	a	network	if	necessary.	In	
addition,	Motorola's	command	center	software	and	new	unmanned	aerial	communication	
platform	 (Silvus)	 are	 value-added	 services	 that	 public-safety	 customers	 are	 increasingly	
adopting	 to	 do	more	with	 the	 same	 personnel.	We	 continue	 to	 hold	Motorola	 as	 a	 core	
position	in	portfolios,	having	added	to	it	in	the	fourth	quarter	of	2025.	
		
Chubb	contributed	 to	performance	during	 the	quarter,	growing	core	operating	 income	by	
+25%	on	+8%	growth	in	net	premiums	(FX-neutral)	and	achieving	a	record-low	combined	
ratio.	Despite	a	soft	industry	backdrop,	particularly	in	property,	Chubb	grew	new	business	
by	 +17%	 in	 its	 core	 small	 and	 middle-market	 segment,	 and	 international	 global	 retail	
premiums	 were	 up	 by	 +13%,	 driven	 by	 distribution	 through	 large	 local	 financial	
intermediaries	and	a	direct-to-consumer	digital	buildout.	Underwriting	has	bene3ited	from	
a	 quiet	 year	 on	 the	 "mega-cat"	 front,	 but	 the	 Company	 has	 also	 performed	 well	 during	
previous	periods	of	higher	mega-cat	activity	and	is	focused	on	driving	margins	by	controlling	
overhead	 through	 several	productivity	 initiatives.	We	expect	Chubb	 to	 grow	earnings	per	
share	and	tangible	book	value	per	share	at	double-digit	rates	this	year.	
		
O'Reilly	Automotive	helped	performance	this	quarter,	as	earnings	per	share	grew	by	+13%,	
driven	 by	 a	 +6%	 increase	 in	 same-store	 sales	 (comps),	 marking	 the	 Company's	 33rd	
consecutive	year	of	positive	comp	growth.	The	primary	driver	of	O'Reilly's	quarterly	comp	
performance	was	 its	professional	business,	which	grew	by	over	+10%.	This	was	partially	
aided	 by	 tariff-driven	 inflation,	 which	 the	 Company	 successfully	 passed	 through	 to	
customers.	Weather	did	not	play	a	significant	role,	making	this	quarter	a	clear	indicator	of	
the	Company's	underlying	fundamentals.	Despite	higher	gas	prices	late	in	the	first	quarter	
potentially	 dampening	 consumer	 sentiment,	we	 expect	O'Reilly	 to	 continue	posting	 solid	
comp	and	earnings	growth,	as	the	vast	majority	of	its	revenues	are	non-discretionary.	
	
Microsoft	was	a	 leading	detractor	 from	performance	 in	 the	 first	quarter.	Despite	revenue	
growth	of	+15%,	operating	income	growth	above	20%,	and	a	backlog	that	more	than	doubled	
(to	over	$600	billion),	the	stock's	multiple	contracted	to	multi-year	lows.	Much	of	the	initial	
negativity	 during	 the	 quarter	 centered	 on	 Microsoft's	 capital	 expenditures,	 which	 grew	
+65%.	As	we	have	shown	in	recent	letters,	Microsoft's	incremental	capital	expenditures	have	
yielded	 excellent	 returns	 over	 the	 past	 few	 years.	 So,	 while	 revenue	 "only"	 grew	 +15%	
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compared	to	65%	capex	growth,	the	more-than-doubling	of	the	Company's	backlog	and	the	
tripling	of	its	commercial	bookings	are	reasonable	demand	markers	that	suggest	returns	on	
invested	capital	from	this	capex	cycle	are	likely	to	remain	strong.	Further,	Microsoft	is	the	
largest	shareholder	 in	OpenAI,	with	a	stake	worth	well	over	$100	billion	based	on	recent	
fundraises,	a	fraction	of	Microsoft's	$2.75	trillion	market	cap	but	close	to	10X	more	than	the	
Company's	initial	investments.	Microsoft's	capital	allocation	discipline	and	track	record	are	
sorely	 underestimated.	 Lastly,	 the	 market	 began	 discounting	 nearly	 all	 "seat-based"	
software	stocks	on	the	perception	that	they	could	be	undermined	by	emerging	AI	workflows	
and	competition.	Rather,	we	believe	investors	are	fading	large-cap	tech	to	make	room	for	the	
mega	IPOs	later	this	year,	particularly	OpenAI,	Anthropic,	and	SpaceX	(which	includes	xAI).	
As	these	companies	provide	more	disclosure	and	the	market	digests	this	impending	glut	of	
issuance,	the	long-term,	complementary,	and	mission-critical	(sticky)	nature	of	Microsoft's	
productivity	suite	will	become	more	evident.	
	

	
		
	
Booking	 Holdings	 detracted	 from	 overall	 performance	 during	 the	 quarter.	 Earnings	 per	
share	grew	+17%,	with	revenues	up	+16%,	as	travel	demand	remained	strong	late	into	2025	
and	into	early	2026.	Most	of	the	stock's	weakness	stemmed	from	investors	labeling	it	an	"AI	
loser"	and,	later	in	the	quarter,	the	outbreak	of	war	in	the	Middle	East.	Consumer	AI,	as	a	
disruptive	 force	 in	existing	commerce,	 is	proving	 to	be	much	more	difficult	 than	markets	
expect.	We	 view	 these	 AI	 tools	 and	 distribution	 channels	 as	 incremental	 rather	 than	 as	
drivers	of	the	"zero-sum"	dynamics	that	markets	have	been	craving.	As	for	the	Middle	East,	
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for	now,	it	represents	a	short-term	disruption	to	travelers,	particularly	air	travelers,	given	
credible	risks	 to	 international	airline	 fuel	supplies.	However,	we	expect	 this	will	not	be	a	
multi-year	headwind	-	more	like	a	few	quarters.	
		
Meta	Platforms	detracted	from	performance	despite	reporting	fourth-quarter	2025	revenue	
growth	of	+24%	and	guiding	to	accelerating	revenue	growth	of	+30%,	its	fastest	since	2021.	
The	market	began	punishing	stocks,	such	as	Meta's,	that	are	spending	heavily	on	capex	to	
fund	AI-related	 infrastructure,	regardless	of	 the	tremendous	productivity	gains	they	have	
exhibited	 -	 with	 headcount	 up	 just	 +6%	 on	 +24%	 revenue	 growth.	 The	 market	 further	
pressured	the	stock	after	oil	prices	spiked	at	the	beginning	of	March.	The	assumption	was	
that	disposable	income	would	be	cannibalized	at	the	pump,	pressuring	broader	retail	activity	
and	related	ad	budgets.	The	 forward	earnings	multiple	on	Meta	has	 fallen	 to	 levels	more	
consistent	with	much	slower	growth	than	the	Company	has	guided	to.	After	trimming	Meta	
several	times	over	the	past	few	years,	we	are	more	likely	to	add	to	positions	based	on	the	
strong	Company-specific	benefits	that	their	long-term	AI	investments	are	yielding,	given	a	
valuation	that	is	at	a	substantial	discount	compared	to	growth	stocks	and	recent	history.	
		
Alphabet	grew	its	core	search	revenue	by	+17%	and	continues	to	accelerate	as	users	spend	
more	 time	 on	 Google	 properties,	 driven	 by	 the	 Company's	 AI	 offerings	 (AI	Mode	 and	AI	
Overviews).	 At	 the	 same	 time,	 Google	 advertisers	 are	 adopting	more	AI-enabled	 tools	 to	
improve	ad	relevance	and	accuracy.	These	AI	gains	are	unlocking	significant	productivity	
and	driving	margin	expansion	across	both	core	Google	services	and	the	$70	billion	run-rate	
Google	 Cloud	 business.	 Given	 this	 massive	 operating	 leverage,	 an	 accelerating	 revenue	
profile,	and	a	historic	ability	to	generate	high	returns	on	invested	capital,	we	believe	their	
elevated	capex	spending	plans	this	year	are	fully	justified.	We	continue	to	hold	Alphabet	as	
a	top	weighting.	
		
Visa	 reported	 strong	 revenue	 and	 earnings-per-share	 growth	 of	 +15%,	 driven	 by	 solid	
consumer	 spending	 and	 the	 continued	 expansion	 of	 "value-added"	 services.	 Despite	 this	
fundamental	strength,	the	market	pressured	shares,	ostensibly	due	to	potential	regulatory	
and	legislative	headwinds.	The	White	House	recently	backed	a	legislative	amendment	that	
could	 introduce	 incremental	 competition	 into	 the	Mastercard/Visa	duopoly	 in	 the	United	
States.	While	a	legal	framework	for	competition	is	undoubtedly	an	incremental	risk,	we	view	
the	 technological	 and	 practical	 execution	 of	 actual	 competition	 as	 far	 less	 of	 a	 threat.	
Furthermore,	attempts	to	attach	the	amendment	to	recent	legislation	have	failed,	making	it	
far	from	certain	that	this	new	competitive	framework	will	see	the	light	of	day.	
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The	Strait	of	Hormuz	War	
 
 

 
 
 
Since	the	beginning	of	the	war	in	Iran,	the	financial	and	commodities	markets	have	traded	
entirely	on	every	notable	military	strike	and	every	notable	geopolitical	pronouncement.	The	
markets’	reactions	are	fast	and	furious.	So	far,	despite	the	daily	volatility	and	fury,	the	stock	
market’s	 reaction	 to	 any	 historical	 oil	 shock	 has	 been,	 from	 a	 historical	 perspective,	
extraordinarily	muted.	So	too	in	the	U.S.	bond	market.	
	
Epic	Fury	commenced	on	February	28.	As	of	this	writing,	the	S&P	500	Index	has	declined	by	
a	mere	1%.	(Note:	Industry	sector	returns	are	significantly	mixed,	though.)	The	10-year	U.S.	
Treasury	Yield	has	also	risen	 to	4.30%	from	3.96%,	 though	 it	 remains	muted.	Again,	 this	
seems	modest,	given	that	Brent	Crude	Oil	has	shot	up	from	$70	per	barrel	to	roughly	$100.	
Such	 is	 the	 case	 circa-2026,	when	our	dependence	on	oil	 shipped	 via	 the	Persian	Gulf	 is	
diminished	compared	to	past	Middle	East	oil	shocks.	
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As	 for	our	ability	 to	 forecast	geopolitical	events,	we	humbly	admit	we	are	masters	of	 the	
obvious;	as	goes	the	war,	so	goes	oil,	so	goes	inflation,	so	go	interest	rates…	and	so	goes	the	
stock	market.	
	
	
	

	
	

EYE  ON THE  M ARKET  •  M I CHAEL  CEMB ALEST  •  J .P .  MORG AN •  M arc h 21 ,  202 6 
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Most estimates of the impact of the war show 20% of global oil markets disrupted; our figures are in the same 
zip code6.  If so, it would be the largest disruption in terms of barrels and % of spare capacity since WWII.  The 
IEA coordinated the release of strategic and private emergency reserves but oil markets basically ignored it, 
rising almost immediately after the announcement.  One reason for the market response: 400 million barrels of 
crude and products can only be released at ~2 mm bpd, it only represents 45 days of import coverage for IEA 
members and represents 20% of the entire global SPR inventory.  The market response to the SPR release was 
quite different during the 1991 Gulf War when Brent and WTI oil prices fell by 40%.   

    
When oil prices rise more than 100%, the S&P 500 index typically suffers substantial corrections.  While WTI 
prices have risen 50% so far, other non-US grades shown earlier have risen by 100% or more.  According to JP 
Morgan Equity Strategy & Quantitative Research, if $120 oil were sustained for 6 months, annual S&P 500 EPS 
estimates would decline by $12.7 or 4% of consensus EPS of $317 per share. 

 
  

 
6 Before the war, crude plus refined product volumes via the Strait of Hormuz were ~21 mbd.  Roughly 1.8 mbd 
from Iran is still flowing, and 4-5 mbd has been rerouted via Red Sea and Fujairah terminals.  So, out of 21 mbd, 
6-7 mbd has found its way to the market leaving total volumes currently stranded at 14-15 mbd.  In addition, ~5 
mbd of petrochemical feedstocks (LPG and ethane) were also moving through Hormuz and are now largely 
stranded. This brings the total liquids disruption to 19-20 mbd which is ~18% of global liquids supply 

Approximate oil disruptions and global spare capacity

Supply disrupted Available spare capacity
Crisis (% of world) (% of world)
Suez Crisis (1956-57) 10% 35%

Six Day War (1967) 5% 14%

Arab Oil Embargo (1973) 7% 8%

Iranian Revolution (1978-79) 5% 5%

Iran-Iraq War (1980-88) 5% 10%

Gulf War I (1990-91) 9% 4%

Gulf War II (2003-11) 7% 1%

Abqaiq (2019) 5% 1%

Gulf War III (2026-present) 20% 0%

Source: Rapidan Energy Group, EIA, BP, St. Louis Fed, US Senate, March 9, 2026
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The	war	in	Iran	is	beginning	to	look	like	two	wars.	The	first,	the	Iran	War,	and	the	second,	
the	gathering	clouds	of	the	soon-to-be-named	Strait	of	Hormuz	War.	By	any	conventional	
measure,	the	Iran	War	has	been	a	case	of	shooting	fish	in	a	barrel.	The	totality	of	the	United	
States’	and	Israel’s	combined	military	strength	and	intelligence	is	hard	to	comprehend.	In	
little	more	 than	30	days,	 Iran’s	 IRCG	 leadership,	 along	with	 every	 remnant	of	 Iran’s	 vast	
military	assets,	sits	in	inoperable	dust,	with	decades	of	repair	required.		
	
The	Strait	of	Hormuz	War	is	a	whole	other	kettle	of	fish.	The	United	States	demands	a	“Free	
Maritime	Zone,”	while	the	IRGC	demands	sovereignty	over	the	Strait	and,	incredibly,	to	begin	
tolling	 shipping	 at	 $2	million	 (or	 $1	 per	 barrel	 of	 crude	 shipped)	 per	 commercial	 vessel	
through	 the	 Strait,	 an	 outcome	 inconceivable	 in	 terms	 of	 war-game	 unintended	
consequences.	
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Again,	as	this	is	being	written,	President	Trump	demands	that	the	IRGC	open	the	Strait	or	
risk	 significant	 escalation	–	Art	of	 the	Deal,	 so	 to	 speak,	 and	utter	devastation.	Given	 the	
IRGC’s	economic	power	to	plunge	the	globe	into	a	deep	recession,	we	doubt	the	IRGC	is	eager	
to	be	so	easily	diplomatic.	As	each	day	passes,	the	Strait	 is	effectively	closed.	The	price	of	
crude	steadily	rises	–	particularly	for	the	oil	available	to	oil-dependent	countries.	The	IRGC’s	
economic	power	rises	in	lockstep:	as	it	does	with	every	extension	of	“deadlines.”		
	
Iran	derives	90%	of	 its	 revenue	 from	exporting	 crude	 through	 the	Strait;	 any	diplomatic	
agreement	allowing	the	United	States	to	maintain	a	military	strike	capability	 in	the	Strait	
would	amount	to	an	“unconditional	surrender.”	The	U.S./Israel	air	supremacy	is	largely	total	
and	devastating.	That	said,	our	available	naval	assets	for	sweeping	the	Persian	Gulf	of	mines	
are	a	fraction	of	what	they	were	in	1986.	
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																																																																																																																																																																																			Source:		J.P.	Morgan	Asset	Management	

	
	
In	closing,	negotiations	brokered	by	Pakistan	between	the	U.S.	and	a	delegation	from	Iran	
have	just	begun	–	and	quickly	ended.	No	surprise	really,	as	preconditions	from	both	sides	
seem	 irreconcilable,	 particularly	 on	 the	 PRGC’s	 absolute	 insistence	 on	 continuing	 their	
military	nuclear	endeavors.	 	The	Trump	administration	will	now	begin	stranglehold	naval	
blockades	of	the	Persian	Gulf.		
	
The	longer	the	war,	the	longer	the	flow	and	rebuild	of	crude	production	and	shipping,	which	
at	best	is	measured	in	months	and	quarters.	Oil	was	$67	per	barrel	when	the	war	started.	We	
fear	a	return	to	such	levels	may	take	considerably	longer	than	many	expect	–	or	hope	for.	
	
	

	
																																																																																																																																																																																																		Source:		Paramount	and	Miramax	

	
	

If	history	is	any	guide,	oil	shocks	are	undefeated	in	their	impact	on	global	3inancial	markets...	
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Other challenges in reopening the Strait: changes in US naval capacity and asymmetric warfare 
As shown below, the stock of US naval warships and mine-hunting vessels is much lower than in the 1980’s.  In 

1986, the fleet included 113 frigates which are smaller than destroyers but vital for missions such as escorting 

convoys.  Today there are no more frigates, having been replaced by littoral combat ships that have turned out 

to be mechanically unreliable, underequipped for high-threat environments and unsuited for key missions4.  The 

attempt to replace them with an Italian-designed frigate has collapsed due to overly costly modifications.  As 

for mine-hunting vessels, the current fleet of four is due for retirement; remaining unproven mine-clearing 

capabilities exist on littoral combat ships that weren’t primarily designed for mine warfare. These charts are 

part of a presentation I will be making at JP Morgan’s upcoming Defense Action Forum conference. 

 
 

To understand just how asymmetric warfare has changed the nature of missions such as those to potentially 

reopen the Strait of Hormuz or neutralize nearby threats, consider the chart below.   The tiny blue dots represent 

drone technology which now have similar ranges to more advanced missile systems.  While drone payloads are 

much smaller, (a) it only takes small payloads to cause tremendous damage to much more expensive aircraft, 

ships and radar systems, and (b) drones carry more payload per unit cost than many missile systems.  For 

example: the unit cost per payload of the long-range anti-ship missile system (LRASM) is $7,137 per kg compared 

to $2,130 per kg for the Phoenix Ghost drone. 

 
  

 
4 The littoral combat ship fiasco: 

• “The war with Iran is exposing big problems for the military”, Eliot Cohen (Johns Hopkins/US Naval War 

College), The Atlantic, March 25 2025 

• “Billions of Dollars Wasted: The Navy’s Littoral Combat Ship Nightmare”, The National Interest, October 2024 

• “The Inside Story of How the Navy Spent Billions on the Little Crappy Ship”, ProPublica, September 2023 
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Unit cost per payload
Description US$/kg
Russia Iskander short-range ballistic $7,143 Missile

LRASM cruise missile $7,137 Drone

CMMT cruise missile $6,522

Russia Kh-101 cruise missile $6,000

US Tomahawk $5,507

Russia Geran-2 attack drone $2,144

Phoenix Ghost Dominator attack drone $2,130

US LUCAS attack drone $1,944

JASSM cruise missile $1,551

Iran Shahed-136 attack drone $1,000

Ukraine Vampire drone $667

Source: Council on Foreign Relations, March 9, 2026
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David	A.	Rolfe,	CFA	 	 				Michael	X.	Quigley,	CFA		 	 Christopher	T.	Jersan,	CFA	
Chief	Investment	Of3icer	 				Senior	Portfolio	Manager	 	 Portfolio	Manager	
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The	 information	 and	 statistical	 data	 contained	 herein	 have	 been	 obtained	 from	
sources	 that	 we	 believe	 to	 be	 reliable,	 but	 we	 do	 not	 warrant	 their	 accuracy	 or	
completeness.	We	do	not	undertake	 to	advise	you	of	any	changes	 in	 figures	or	our	
views.	This	is	not	a	solicitation	of	any	order	to	buy	or	sell.	We,	our	affiliates,	and	any	
officer,	director,	stockholder,	or	member	of	their	families	may	have	a	position	in	and	
may	 from	 time	 to	 time	 purchase	 or	 sell	 any	 of	 the	 above-mentioned	 or	 related	
securities.	Past	results	are	no	guarantee	of	future	results.	
		
This	 report	 includes	 candid	 statements	 and	 observations	 regarding	 investment	
strategies,	individual	securities,	and	economic	and	market	conditions;	however,	there	
is	no	guarantee	that	these	statements,	opinions,	or	forecasts	will	prove	correct.	These	
comments	 may	 also	 include	 speculative	 opinions	 and	 should	 not	 be	 relied	 on	 as	
statements	of	fact.	
	
Wedgewood	Partners	is	committed	to	communicating	with	our	investment	partners	
as	candidly	as	possible	because	we	believe	our	investors	benefit	from	understanding	
our	 investment	 philosophy,	 investment	 process,	 stock	 selection	methodology,	 and	
investor	temperament.	Our	views	and	opinions	include	“forward-looking	statements”	
that	may	or	may	not	be	accurate	over	the	long	term.	Forward-looking	statements	can	
be	 identified	 by	 words	 such	 as	 “believe,”	 “think,”	 “expect,”	 “anticipate,”	 or	 similar	
expressions.	 You	 should	 not	 place	 undue	 reliance	 on	 forward-looking	 statements,	
which	are	current	as	of	the	date	of	this	report.	We	disclaim	any	obligation	to	update	
or	 alter	 any	 forward-looking	 statements,	 whether	 as	 a	 result	 of	 new	 information,	
future	 events,	 or	 otherwise.	While	 we	 believe	we	 have	 a	 reasonable	 basis	 for	 our	
appraisals	and	have	confidence	in	our	opinions,	actual	results	may	differ	materially	
from	those	we	anticipate.	
		 	
The	 information	 provided	 in	 this	 material	 should	 not	 be	 considered	 a	
recommendation	to	buy,	sell,	or	hold	any	particular	security.	
 


