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The UCITS Fund marks its 10th anniversary this year, while the U.S. Flexible Equity Strategy has been in 
existence for almost 40 years. My involvement with managing the strategy also approaches a decade. 

Reflec�ng on the past 10 years, it is impossible not to acknowledge the profound change we have 
witnessed both in the U.S. and the global economy that created tremendous uncertainty. Rapidly shi�ing 
economic condi�ons, a vola�le geopoli�cal environment, disrup�ons like the pandemic and rapid 
innova�ons, such as genera�ve AI, have contributed to this vola�lity. For example, interest rates, which 
were near zero a decade ago, have reached levels not seen in 20 years. The same holds true for infla�on. 
The prevailing belief was that severe infla�on was a relic of the past, primarily a concern for developing 
countries. For much of this �me, Western central banks struggled to s�mulate low infla�on and growth, 
hesita�ng to raise the ultra-low rates or to halt quan�ta�ve easing. The tables have turned rather quickly, 
and now the Fed has its foot on the brakes in a big way as it tries to soak up excess liquidity from the 
system. 

Amidst this whirlwind of change, our steadfast approach that seeks to make investments in good and well-
managed businesses – at bargain prices – that will grow in value well into the future has remained 
unshaken. Our willingness to look at various types of opportuni�es regardless of “growth” or “value”, which 
we refer to as a “flexible” approach to inves�ng, has served our clients well. Our investment philosophy and 
its execu�on con�nue to be firmly anchored in the principles that have been laid out since the founda�on 
of our strategy. These principles have not only guided us through tumultuous �mes but have also 
illuminated the path forward, reinforcing their �meless value and allowing us to navigate the complexi�es 
of the financial world with generally favorable outcomes. 

Long-Term Orienta�on—a Business Owner’s Mindset 

Our long-term approach to inves�ng has allowed us to ride out market fluctua�ons, and the por�olio has 
benefited from compounding returns. This enduring principle is elegantly encapsulated in Warren Buffet's 
famous saying, “Our favourite holding period is forever.” Similarly, Charlie Munger, highligh�ng the virtues 
of pa�ence and commitment, aptly stated, “The big money is not in the buying and selling but in the 
wai�ng.”  
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Over the last 10 years, our por�olio turnover has averaged 13.8%1, a figure notably lower than industry 
peers. This perspec�ve of staying invested over �me to capture the full poten�al of a company's growth has 
served us well in numerous instances.  

It will come as no surprise to our long-term clients that, among the top five holdings in the Flexible Equity 
por�olio a decade ago, three names—Mastercard, Visa and Berkshire Hathaway—s�ll rank among the top 
five today. These companies have been outstanding performers over the past 10 years. In this period, 
Mastercard's value has increased by 517%, Visa's by 412% significantly outpacing the S&P 500 Index, which 
is up by 231.1%2 while Berkshire Hathaway was just behind with 228%. Mastercard and Visa, in par�cular, 
are wonderful businesses with excep�onal profit margins, high returns on invested capital and high barriers 
to entry. They have capitalized on their global presence and the secular shi� from cash to electronic 
payments, contribu�ng substan�ally to our returns over this extended �meframe, though not consistently 
every year. There have been �mes when these stocks significantly underperformed, impac�ng our overall 
performance. The landscape for these companies has been quite dynamic, with various risk factors 
emerging periodically. Concerns such as regulatory changes affec�ng revenue, economic slowdowns (e.g., 
due to Covid-19) and the poten�al erosion of their compe��ve moats by emerging fintech innova�ons 
(e.g., cryptocurrency and Buy Now, Pay Later schemes) have arisen frequently during our holding period. 
Each �me, we have revisited our investment thesis. So far, our decision to maintain our holdings has been 
based on a favorable risk/reward assessment. 

Value Philosophy—a Flexible Approach 

One aspect of our industry that has long puzzled us is the extraordinary emphasis on "growth" versus 
"value" and the tendency to priori�ze one at the expense of the other. Anyone well versed in securi�es 
valua�on, as we expect all thorough investors to be, would acknowledge that both "growth" (prospects of 
growth) and "value" (more precisely, valua�on) are essen�al components of the same equa�on in 
fundamental inves�ng. Yet, investors and asset allocators o�en lean toward one, neglec�ng the other. 
Growth investors some�mes dismiss investment opportuni�es that may not be growing at a rate above a 
certain arbitrary threshold, regardless of how atrac�vely the stock is priced and its return poten�al. 
Similarly, value investors might inten�onally overlook companies experiencing rapid growth because their 
stock prices are trading at a mul�ple exceeding a self-imposed limit, ignoring the possibility that these 
companies could become significantly more valuable in the future. 

What is surprising is that some ins�tu�ons, such as Morningstar, oversimplify by categorizing strategies like 
ours under basic labels such as “growth,” “blend” or “value.” These classifica�ons are supposedly 
supported by “scien�fic” mathema�cs to jus�fy their categoriza�on. Over the last decade, Morningstar has 
predominantly labelled our Flexible Equity strategy as a “growth style” strategy, a characteriza�on we find 
too reduc�ve. For instance, our largest holding, Microso�, was acquired post-GFC more than a decade ago 
at a low-double-digit earnings mul�ple—a decision anyone today would recognize as a quintessen�al value 
investment. Back then, growth investors were not interested in Microso�, but now they are, as it has 
significantly increased its earnings growth rate compared to a decade ago. So, should we sell our posi�on 
just to fit back into their “blend” category, to the detriment of our clients? Another example is Ne�lix, 
which was favored by growth investors un�l 2022 when growth stocks fell out of favor, and its stock 
plummeted from over $700 to less than $2003. We did not waste �me deba�ng whether it was a growth or 

 
1 Source: FactSet.  
2 FactSet & Brown Advisory Analysis, cumulative performance from 03/07/2014 to 03/07/2024 
3 FactSet & Brown Advisory Analysis, 2024 
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a value stock; instead, we recognized a significant value in the stock and became shareholders. Since then, 
the stock has experienced significant apprecia�on. This raises the ques�on: Does this investment approach 
classify us as growth investors or value investors? 

Despite industry pressure, we have consciously chosen to reject this simplis�c classifica�on. Our strategy is 
not to restrict our investment universe but to maintain an open mind toward all investment opportuni�es. 
We are willing to invest in high-growth companies as long as we are confident in their long-term prospects, 
and the stock is trading below our es�ma�on of its intrinsic value. Similarly, we are open to inves�ng in 
stocks considered value according to indexes, provided we see poten�al for the company to grow in value 
over �me. 

Margin of Safety 

Another quote by Buffet, "Forecasts may tell you a great deal about the forecaster; they reveal nothing 
about the future," highlights the inherent uncertainty and complexity of predic�ng market movements. 
Recognizing the challenge of foreseeing the future, we stress the importance of humility, cau�on and a 
focus on long-term over short-term predic�ons within our equity research team.  

It would be misguided to assume that the future of the companies we invest in will unfold precisely as we 
predict in our financial models. Acknowledging the real possibility of error, we adopt Benjamin Graham's 
principle of the “margin of safety,”4 a cornerstone of value inves�ng. Therefore, we refrain from overly 
op�mis�c assump�ons about the future and carefully consider the business atributes that could 
poten�ally hinder a company's growth in value.  

This disciplined approach proved invaluable when COVID-19 emerged unexpectedly. Thanks to our cau�ous 
strategy and the inherent resilience of the businesses in our por�olio, we were not compelled to make 
extensive adjustments during the peak of the crisis due to fear of the risk of a business failing. 

A Balanced Por�olio, Well Posi�oned for the Future 

In our view, this investment strategy has cul�vated a well-balanced por�olio that has been rigorously tested 
across a variety of market condi�ons. Over just the last four years, we've navigated through several market 
cycles, including a market crash in 2020, followed by a surge in growth stocks; an irra�onal exuberance for 
growth at any cost (e.g., SPACs, cryptocurrency, fintechs) in 2021; a significant shi� with a sell-off in growth 
market leadership with the emergence of genera�ve AI, exemplified by the rise of the “Magnificent 
Seven.”5 

We are pleased to report that the por�olio has successfully navigated these drama�c fluctua�ons, 
generally outperforming without necessita�ng major adjustments. Along the way, we have seized 
opportuni�es to invest in excep�onal companies (e.g., Adobe and Intuit) at favorable prices during these 
market movements. We are huge advocates of pa�ence and buy-and-hold investment strategy that 
benefits from the ‘magical’ power of compounding.  As the graph below illustrates, maintaining the US 
Flexible Equity Strategy over extended periods has led to significant outperformance rela�ve to the S&P 
500. 

 

 
4 Columbia Business School. "Value Investing History." 
5 The “Magnificent Seven” is a collection of Alphabet, Amazon, Apple, Meta, Microsoft, Nvidia & Tesla attributed to Michael Hartnett of 
Bank of America. 
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Cumulative growth of $100 since inception – delivering 50% excess returns over the benchmark, net of fees 
 

 

 

 

 

 

 

 

 

 

 

 

 

Upon review of our holdings, it becomes clear that this isn't your grandfather's por�olio; the companies 
within are at the forefront of change and innova�on and are well posi�oned to thrive in the future. 

We thank you for your support and interest in the strategy. 
Maneesh 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: FactSet® as of 02/29/2023. Past performance is not indicative of future results. The composite performance shown above reflects the Brown Advisory 
Institutional Flexibly Equity Composite, managed by Brown Advisory Institutional. Brown Advisory Institutional is a division of Brown Advisory LLC, and Brown 
Advisory Institutional is a GIPS compliant firm. Please see the end of this presentation for a GIPS Report, important disclosures and a complete list of terms and 
definitions. The Flexible Equity strategy was part of Alex. Brown Investment Management until that entity joined Brown Advisory in 2008. 
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Disclosures  
 
Past performance may not be a reliable guide to future performance and investors may not get back the amount invested. All investments 
involve risk. The value of the investment and the income from it will vary. There is no guarantee that the initial investment will be returned.  
 
Performance data herein relates to the Brown Advisory U.S. Flexible Equity Fund (the “Fund”). The performance is net of management fees 
and operating expenses. This communication is intended only for investment professionals and those with professional experience of investing 
in collective investment schemes. Those without such professional experience should not rely on it. Any entity responsible for forwarding this 
material to other parties takes responsibility for ensuring compliance with applicable financial promotion rules. Changes in exchange rates may 
have an adverse effect on the value price or income of the product. The difference at any one time between the sale and repurchase price of 
units in the Fund means that the investment should be viewed as medium to long term. This factsheet is issued by Brown Advisory Ltd, 
authorised and regulated by the Financial Conduct Authority in the U.K. This is a marketing communication. This is not an offer or an invitation 
to subscribe in the Fund and is by way of information only. Cancellation rights do not apply and U.K. regulatory complaints and compensation 
arrangements may not apply. This is not intended as investment or financial advice. Investment decisions should not be made on the basis of 
this factsheet. A Prospectus is available for Brown Advisory Funds plc (the “Company”) as well as a Supplement for the Fund and a Key Investor 
Information Document (“KIID”) for each share class of the Fund. The Fund’s Prospectus can be obtained by calling +44 (0)20 3301 8130 or 
visiting https://www.brownadvisory.com/intl/ucits-legal-document-library and is available in English.  
 
The Fund is an Article 8 financial product for the purposes of Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 
November 2019 on sustainability related disclosures in the financial services sector (SFDR). Sustainable investment considerations are one of 
multiple informational inputs into the investment process, alongside data on traditional financial factors, and so are not the sole driver of 
decision-making. Sustainable investment analysis may not be performed for every holding in the Fund. Sustainable investment considerations 
that are material will vary by investment style, sector/industry, market trends and client objectives. The Fund seeks to identify companies that 
it believes may be desirable based on our analysis of sustainable investment related risks and opportunities, but investors may differ in their 
views. As a result, the Fund may invest in companies that do not reflect the beliefs and values of any particular investor. The Fund may also 
invest in companies that would otherwise be excluded from other funds that focus on sustainable investment risks. Security selection will be 
impacted by the combined focus on sustainable investment research assessments and fundamental research assessments including the return 
forecasts. The Fund incorporates data from third parties in its research process but does not make investment decisions based on third-party 
data alone.  
 
Brown Advisory relies on third parties to provide data and screening tools. There is no assurance that this information will be accurate or 
complete or that it will properly exclude all applicable securities. Investments selected using these tools may perform differently than as 
forecasted due to the factors incorporated into the screening process, changes from historical trends, and issues in the construction and 
implementation of the screens (including, but not limited to, software issues and other technological issues). There is no guarantee that Brown 
Advisory’s use of these tools will result in effective investment decisions. The decision to invest in the Fund should take into account all the 
characteristics and objectives of the Fund as described in the Prospectus. This piece is intended solely for our clients and prospective clients, is 
for informational purposes only, and is not individually tailored for or directed to any particular client or prospective client. For further 
information, please visit https://www. brownadvisory.com/intl.  
 
The Fund uses the S&P 500 Net Index as a comparator benchmark to compare performance. The Fund is actively managed and is not 
constrained by any benchmark. The S&P 500 Index represents the large-cap segment of the U.S. equity markets and consists of approximately 
500 leading companies in leading industries of the U.S. economy. Criteria evaluated include market capitalization, financial viability, liquidity, 
public float, sector representation and corporate structure. An index constituent must also be considered a U.S. company. An investor cannot 
invest directly into an index.  
 
Brown Advisory is the marketing name for Brown Advisory, LLC, Brown Investment Advisory & Trust Company, Brown Advisory Securities, LLC, 
Brown Advisory Ltd., Brown Advisory Trust Company of Delaware LLC, Brown Advisory Investment Solutions Group LLC, Meritage Capital LLC, 
NextGen Venture Partners, LLC and Signature Financial Management, Inc. 
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Institutional Flexible Equity Composite  
 

Year  

Composite 
Total Gross 
Returns (%)  

Composite 
Total  

Net Returns 
(%)  

Benchmark  
Returns (%)  

Composite  
3-Yr 

Annualized 
Standard 

Deviation (%) 

Benchmark 3-
Yr Annualized 

Standard 
Deviation (%) 

Portfolios in 
Composite at 
End of Year  

Composite 
Dispersion (%)  

Composite Assets  
($USD Millions)*  

GIPS Firm Assets 
($USD Millions)*  

2022 -20.8 -21.3 -18.1 22.1 20.9 40 0.2 2,476 58,575 
2021 25.7 25.0 28.7 18.8 17.2 41 0.3 3,198 79,715 
2020 20.8 20.1 18.4 20.1 18.5 41 0.3 2,550 59,683 
2019 37.3 36.5 31.5 12.8 11.9 42 0.4 2,196 42,426 
2018 -3.3 -3.9 -4.4 12.3 10.8 41 0.3 2,263 30.529 

2017 25.1 24.3 21.8 11.4 9.9 50 0.3 2,912 33,155 

2016 9.9 9.4 12.0 12.1 10.6 52 0.2 2,883 30,417 

2015 -2.0 -2.6 1.4 11.1 10.5 56 0.2 2,686 43,746 

2014 14.0 13.3 13.7 9.2 9.0 49 0.2 3,195 44,772 

2013 37.5 36.7 32.4 11.9 11.9 44 0.4 2,247 40,739 

 
Brown Advisory Institutional claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS 
standards. Brown Advisory Institutional has been independently verified for the periods from January 1, 1993 through December 31, 2022. The Verification reports are available upon 
request. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards. 
Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution 
of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy 
of any specific performance report. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or 
quality of the content contained herein. 
 

1. *For the purpose of complying with the GIPS standards, the firm is defined as Brown Advisory Institutional, the Institutional and Balanced Institutional asset 
management divisions of Brown Advisory. As of July 1, 2016, the firm was redefined to exclude the Brown Advisory Private Client division, due to an evolution of the 
three distinct business lines. 

2. The Institutional Flexible Equity Composite (the Composite) includes all actual, discretionary, institutional accounts with a flexible value equity objective of 100%. The 
strategy seeks bargains in "value" as well as "growth" stocks and invests primarily in the common stock of domestic companies with market capitalizations greater 
than $2 billion at the time of purchase. As of January 1, 2013, the minimum account market value required for Composite inclusion is $1.5 million.  

3. Sustainable investment considerations are one of multiple informational inputs into the investment process, alongside data on traditional financial factors, and so are 
not the sole driver of decision-making. Sustainable investment analysis may not be performed for every holding in the strategy. Sustainable investment considerations 
that are material will vary by investment style, sector/industry, market trends and client objectives. The Flexible Equity Strategy (“Strategy”) seeks to identify 
companies that it believes may be desirable based on our analysis of sustainable investment related risks and opportunities, but investors may differ in their views. As 
a result, the Strategy may invest in companies that do not reflect the beliefs and values of any particular investor. The Strategy may also invest in companies that 
would otherwise be excluded from other strategies that focus on sustainable investment risks. Security selection will be impacted by the combined focus on sustainable 
investment research assessments and fundamental research assessments including the return forecasts. The Strategy incorporates data from third parties in its 
research process but does not make investment decisions based on third-party data alone.  

4. The Composite was created in 1985. The Composite inception date is January 1, 1985.  
5. The benchmark is the S&P 500® Index. The S&P 500 Index is a capitalization-weighted index of 500 stocks that is designed to measure performance of the broad 

domestic economy through changes in the aggregate market value of 500 stocks representing all major industries. Index returns assume reinvestment of dividends 
and do not reflect any fees or expenses. An investor cannot invest directly into an index. Benchmark returns are not covered by the report of the independent verifiers. 
Standard & Poor’s, S&P ®, and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”), a subsidiary of S&P Global Inc.  

6. The composite dispersion presented is an equal-weighted standard deviation of portfolio gross returns calculated for the accounts in the Composite for the entire 
calendar year period.  

7. Gross-of-fees performance returns are presented before management fees but after all trading commissions, and gross of foreign withholding taxes (if applicable). 
Net-of-fees performance returns are calculated by adjusting the gross-of-fees performance return by the highest fee for the institutional strategy as outlined in Part 
2A of the firm’s Form ADV, applied on a monthly basis. Certain accounts in the Composite may pay asset-based custody fees that include commissions. For these 
accounts, gross returns are also net of custody fees. Other expenses can reduce returns to investors. The standard management fee schedule is as follows: For accounts 
below $150 million, 0.60% on the first $25 million; 0.50% on the next $25 million; and 0.45% on the next $25 million, and 0.35% on the next $50 million. For accounts 
over $150 million, 0.45% on the first $150 million; 0.275% on the next $100 million; 0.25% on the next $250 million; and 0.20% on the balance over $500 million. 
Further information regarding investment advisory fees is described in Part 2A of the firm’s Form ADV. Actual fees paid by accounts in the Composite may differ from 
the current fee schedule. 

8. Effective July 1, 2023, the firm transitioned from using actual account fees in the calculation of net performance returns to applying the highest fee for the institutional 
strategy as outlined in Part 2A of the firm’s Form ADV. The net performance track record was revised back to Composite inception. 

9. The investment management fee for the Investor Shares of the Brown Advisory Flexible Equity Fund (the Fund), which is included in the composite, is 0.43%, and 
represents the highest fee charged excluding Advisor Shares. The total expense ratio for the Investor Shares of the Fund as of the most recent fiscal year end (June 30, 
2022) was 0.68%. Further information regarding investment management fees and expenses is described in the fund prospectus and annual report. 

10. The investment management fee for the Dollar Class B Acc Shares of the Brown Advisory US Flexible Equity Fund (the UCITS), which is included in the composite, is 
0.75%. The total expense ratio for the Dollar Class B Acc Shares of the UCITS as of the most recent fiscal year end (October 31, 2022) was 0.89%. Further information 
regarding investment management fees and expenses is described in the fund prospectus and annual report. 

11. The three-year annualized ex-post standard deviation measures the variability of the Composite (using gross returns) and the benchmark for the 36-month period 
ended on December 31. 

12. Valuations and performance returns are computed and stated in U.S. Dollars. All returns reflect the reinvestment of income and other earnings. 
13. A complete list of composite descriptions and broad distribution and limited distribution pooled funds is available upon request. 
14. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request. 
15. Past performance is not indicative of future results.  
16. This is not an offer to sell securities. That may only be accomplished by the issuance of a private offering memorandum/subscription documents.   
17. This piece is provided for informational purposes only and should not be construed as a research report, a recommendation or suggestion to engage in or refrain from 

a particular course of action or to make or hold a particular investment or pursue a particular investment strategy, including whether or not to buy, sell or hold any of 
the securities mentioned, including any mutual fund managed by Brown Advisory. 
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