A2CNBC

This Marsico fund has outperformed lately
by finding the best growth stories

By Alex Harring
February 23, 2024

You can save your breath explaining the Magnificent 7's importance to Tom
Marsico. With more than four decades of experience, the portfolio manager has
seen everything from the 1987 crash to the dot-com bubble, from the Global
Financial Crisis to the pandemic.

Those years in the trenches at Janus funds and later at his namesake family firm
have taught Marsico, 67, the importance of finding stocks whose valuations can be
justified, rather than blindly buying into indexes or buzzy growth trends. Today,
Marsico Capital manages about $3 billion, with more than half the assets in five
mutual funds.

Marsico and his sons Jimmy and Peter, also portfolio managers, have recently
rewarded shareholders. Their flagship Marsico Focus Fund (MFOCX) has climbed
16% so far in 2024, through Thursday, outperforming both the S&P 500 and
technology-heavy Nasdaq Composite. That comes after the fund jumped more than
45% in 2023, according to Morningstar.

Morningstar ranked the fund in the top 1% of large growth offerings by
performance so far in 2024, after reaching the 22nd percentile in 2023.

The Focus Fund, begun in 1997 and today concentrated in just 22 high-conviction
growth names, charges a fee of 1.45% on its investor shares and requires a $2,500
minimum initial investment. The fund is rated three stars and neutral by
Morningstar, largely due to the above-average fee.

Marsico, who formerly ran the Janus Twenty Fund, a similarly concentrated fund
made up of just 20 or 30 stocks, said his focused investment strategy has endured
over time. Still, the founder of what is now a Denver-based complex of five funds



confesses to change in the industry. Companies are less willing to talk about
business strategies now, he noted. And the competitive environment has shifted.

The University of Denver MBA said he’s always sought companies with strong
growth stories, that have fundamentals to back up their stock valuations, and
usually prefers larger businesses that can expand into sizeable potential markets.

Between 60% and 75% of the portfolio is in “core” growth companies, or those that
are likely to see sustained and predictable earnings growth.

Up to a quarter of the portfolio goes to “aggressive” growth stocks that have a
product or service capable of disrupting a market and offering rapid earnings
increases. The balance is in companies undergoing large transformations that can
catalyze earnings growth once a restructuring is complete.

One caveat: commodity plays are generally avoided due to the cyclical nature of
their business.

Recently, Marsico said this strategy has paid off. Higher interest rates have created
a backdrop where his deeply researched, profitable picks can shine. Low interest
rates that prevailed until early 2022 had rewarded a growth-at-any-cost mentality
rather than a search for free cash flow, he said.

“When money was very cheap and interest rates were extremely low, it was easy to
buy an index fund,” Marsico said. “What you’re starting to see is a differentiation
among the very large companies. And I think that our research has allowed us to
buy and own the best of those companies and the companies that are increasing

their earnings at a rapid rate, versus those companies that we think are going to be
hindered.”

To be sure, the portfolio isn’t constructed solely from the bottom up. Calling the
macroeconomic environment is also a key part of his strategy, and part of last
year’s strong showing was due to an early understanding that a recession would be
avoided.

Where to find growth

Today, Marsico’s top holdings are hardly uncommon. Four of the top five at the
end of 2023 — Microsoft, Meta, Amazon and Nvidia — are in the Magnificent 7, the
group credited with contributing outsized gains to the broader market rally. Eli



Lilly, the fifth, has been floated as a replacement name in the group for Tesla,
fueled by its obesity and diabetes drugs.

THE FOCUS FUND’S BIGGEST HOLDINGS

TICKER + STOCK + SHARE OF TOTAL ASSETS (%)
MSFT Microsoft 122
META Meta 83
NVDA Nvidia 6.8
AMZN Amazon 6.5
LLY Eli Lilty 53
CMG Chipotle 4.6
SNPS Synopsys 4.4
GOOGL Alphabet 44
SHW Sherwin-Williams 4.3
NOwW ServiceNow 4.3

Source: Marsico data, as of the end of 2023

Those top five stocks made up nearly 40% of the portfolio at the end of last year.

But Marsico doesn’t care that four of them have been crowned Magnificent 7
names, anymore than he was impressed with the earlier collection of FAANG tech
leaders. Instead, his bullishness rests on reasons specific to each individual name.

Amazon, for example, has a growing market, while seeing expanded profits tied to
the data center business and, more recently, advertising. Eli Lilly has succeeded
within the boom for blockbuster weight loss drugs.

Marsico has lately made some idiosyncratic moves, cutting his Apple stake roughly
in half, while selling off a Tesla position he built early in the pandemic.

He continues to favor Meta, saying the Facebook parent is a “great story of
execution” and holds customer data as an earnings catalyst. He also pointed to
Meta’s reasonable forward price-to-earnings multiple of 17 based on 2025 profits.



Outside of mega-cap tech, Marsico thinks Uber shares could double, boosted by the
growing rideshare business and new management that stressed delivery services
and left the scooter business. Moreover, Uber has strengthened cash flow through
headcount reductions, he said.
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Going against type, Marsico noted that the lion’s share of his portfolio hasn’t
always been in tech. In the aftermath of the dot-com bubble in the early 2000s, he
shifted into defense contractors, which performed well as new products came on
stream.

Looking ahead, Marsico’s continuing to monitor the artificial intelligence story,
which he likened to the introduction of the internet or cell phones in terms of
market impact. But he’s staying focused on which companies can actually back up
their share prices, even as the market continues to make new all-time highs.

“The investment arena right now is more based upon fundamentals,” Marsico said.
“And that’s why there’s greater differentiation with stock pickers than just buying a
general basket of market companies.”



Please consider the Fund's investment objectives, risks, charges, and expenses carefully before
investing. To obtain a prospectus, which contains this and other information about the Fund, click here
or call 888-860-8686. Please read the prospectus carefully before investing.

Please click here for standardized Fund performance as of the most recent month and quarter ends.
Performance data quoted represents past performance. Investment return and principal will
fluctuate, so that shares, when redeemed, may be worth more or less than their original cost. Past
performance is no guarantee of future results. Current performance may be lower or higher than the
performance information quoted. To obtain a Fund’s performance current to the most recent month-
end, please visit marsicofunds.com or call 888-860-8686. A Fund’s performance, especially for short
time periods, should not be the sole factor in making an investment decision.

Investments in mutual funds carry risks and investors may lose principal value. Click here for the principal
risks of investing in the Funds. The Marsico Focus Fund is classified as a non-diversified fund, which
means it may hold fewer securities than a diversified portfolio because it is permitted to invest a greater
percentage of its assets in a smaller number of securities. Holding fewer securities increases the risk that
the value of the Fund could go down because of the poor performance of a single investment. The Fund
and the stocks and markets in which it invests are subject to general risks that include unforeseen events
such as pandemics, volatility and instability, periods of cyclical change and decline, that investors may at
times avoid investments in equity securities, and that the investment adviser may select investments for
the Fund that do not perform as anticipated.

The statements and opinions expressed in this article are those of the presenter(s) and are subject to
change. Information presented is for general purposes only and is not intended to provide specific
advice or recommendations for any individual.

Views on investments discussed herein are subject to change at any time, and the holdings represented
here do not represent all of the securities purchased, sold, or recommended by Marsico Capital
Management, LLC. References to specific securities mentioned herein, which may change due to the
active management of the Fund, are not to be construed as a recommendation to buy or sell those
securities, should not be assumed to be or have been profitable investments, and are not guaranteed to
be in the portfolio today. Click here for the Focus Fund’s most recently disclosed top holdings.

As of the 1/31/2024 prospectus, the Marsico Focus Fund reported the following expense ratios: Investor
Class 1.50% gross, 1.45% net; Institutional Class 1.23% gross, 1.20% net.

Information about Morningstar Ratings™ are ©2024 Morningstar, Inc. All rights reserved. The
information contained herein is (1) proprietary to Morningstar and/or its content providers; (2) may not
be copied or distributed, and (3) is not warranted to be accurate, complete or timely. Neither
Morningstar nor its content providers are responsible for any damages or losses arising from any use of
this information. Past performance is no guarantee of future results.

The Percent Rank in Category is the Fund’s total return percentile rank relative to all funds within the
same Morningstar Category and is subject to change each month. As of 2/29/24, the Marsico Focus
Fund investor class was rated against 1,187, 1,037, and 811 U.S.-domiciled Large Growth funds over the
1-, 5-, and 10-year periods and ranked in the 1%, 11*", and 30" percentile, respectively. As of 12/31/23,
the Marsico Focus Fund investor class was rated against 1,200, 1,031, and 810 U.S.-domiciled Large
Growth funds over the 1-, 5-, and 10-year periods and ranked in the 22", 18", and 40" percentile,
respectively.


https://www.marsicofunds.com/default.fs
https://www.marsicofunds.com/funds/individual/fundid_1/focus-fund/performance.fs
https://www.marsicofunds.com/website/content/principal_risks.fs
https://www.marsicofunds.com/funds/individual/fundid_1/focus-fund/characteristics.fs

The Morningstar Rating™ for funds, or "star rating," is calculated for managed products (including
mutual funds, variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds,
and separate accounts) with at least a three-year history. Exchange-traded funds and open-ended
mutual funds are considered a single population for comparative purposes. It is calculated based on a
Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product's monthly
excess performance, placing more emphasis on downward variations and rewarding consistent
performance. The top 10% of products in each product category receive 5 stars, the next 22.5% receive
4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star.
The Overall Morningstar Rating for a managed product is derived from a weighted average of the
performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating
metrics. The weights are: 100% three-year rating for 36-59 months of total returns, 60% five-year
rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% five-year
rating/20% three-year rating for 120 or more months of total returns. While the 10-year overall star
rating formula seems to give the most weight to the 10-year period, the most recent three-year period
actually has the greatest impact because it is included in all three rating periods. As of 12/31/2023, The
Marsico Focus Fund received an overall rating of 3 stars, 3 stars for the 3-year period, 4 stars for the 5-
year period, and 3 stars for the 10-year period among 1118, 1118, 1031, and 810 Large Growth funds,
respectively.

Please click here for current percentile ranking and star rating information.

The Morningstar Analyst Rating™ is not a credit or risk rating. It is a subjective evaluation performed by
Morningstar’s manager research group, which consists of various Morningstar, Inc. subsidiaries
(“Manager Research Group”). In the United States, that subsidiary is Morningstar Research Services LLC,
which is registered with and governed by the U.S. Securities and Exchange Commission. The Manager
Research Group evaluates funds based on five key pillars, which are process, performance, people,
parent, and price. The Manager Research Group uses this five pillar evaluation to determine how they
believe funds are likely to perform relative to a benchmark, or in the case of exchange-traded funds and
index mutual funds, a relevant peer group, over the long term on a risk-adjusted basis. They consider
guantitative and qualitative factors in their research, and the weight of each pillar may vary. The Analyst
Rating scale is Gold, Silver, Bronze, Neutral, and Negative. A Morningstar Analyst Rating of Gold, Silver,
or Bronze reflects the Manager Research Group’s conviction in a fund’s prospects for outperformance.
Analyst Ratings ultimately reflect the Manager Research Group’s overall assessment, are overseen by an
Analyst Rating Committee, and are continuously monitored and reevaluated at least every 14 months.
For more detailed information about Morningstar’s Analyst Rating, including its methodology, please go
to global.morningstar.com/managerdisclosures/.

The Morningstar Analyst Rating (i) should not be used as the sole basis in evaluating a fund, (ii) involves
unknown risks and uncertainties which may cause Analyst expectations not to occur or to differ
significantly from what they expected, and (iii) should not be considered an offer or solicitation to buy or
sell the fund.

The S&P 500 Index is a registered trademark of Standard & Poor's and is an unmanaged broadly-based
index of the common stock prices of 500 large U.S. companies and includes the reinvestment of
dividends. The NASDAQ Composite Index is a stock market index that includes almost all stocks listed on
the Nasdaq stock exchange. It is not possible to invest directly in an index.


https://www.marsicofunds.com/funds/individual/fundid_1/focus-fund/overview.fs

The Marsico Funds are distributed by UMB Distribution Services, LLC ("UMBDS"). UMBDS and Marsico
Capital Management, LLC are not affiliated.





