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ASSETS $1.9 billion

PERFORMANCE* YTD Tyr. 3yn. Syr.
-0.52% 6.21%  14.55%  14.09%

As of 3/31/2016. One, three and five-year figures are annualized. Source: Morningstar

TOP FIVE HOLDINGS Facebook, Alphabet, Amazon, Visa,
Cisco Systems
As of 2/29/16

CONTACT INFO 800.343.2029

loomissayles.com

Style Details

Average Market Cap ($)

Fund 83.57 billion

Benchmark 60.63

Category Average 7e.02 [

As of 1/31/2016. Source: Morningstar

A Believer In Megacap Growth Stocks

Aziz Hamzaogullari thinks like a private investor. By Marla Brill

HEN AZIZ HAMZAOGULLARI EVALU-
ates stocks, he recalls his late Uncle
Cahit, who ran a textile export busi-
ness in his native Turkey. Beginning
in middle school, the manager of the
Loomis Sayles Growth Fund began ac-
companying his uncle when he visited his factories and talked
to suppliers. The experience drove home the benefits of boot-
on-the ground observations, and gave him his first lessons
about what makes companies tick. Later, when he came to the
U.S. to attend graduate school at George Washington Univer-
sity in Washington, D.C., the virtues of long investment time
horizons and “wide moat” investing espoused by value guru
Warren Buffett hit home.

Today, the thinking of these role models form the founda-
tion of the investment philosophy behind the fund. Like many
growth investors, Hamzaogullari looks for companies that can
generate sustainable and growing profits. But he will only in-

vest in their stocks when they sell at a significant discount to
estimated intrinsic value. The methodology means examining
how stock investors view a company’s value and comparing
that with what a private buyer might pay.

“We invest in businesses, rather than the market,” says
Hamzaogullari. “All else equal, the larger the discount between
market price and our estimated intrinsic value, the greater we
view our margin of safety.” By his estimate, the 33 stocks in his
portfolio were selling at a 35% discount to their intrinsic value
at the end of 2015, the latest publicly available figure. Since he
took over managing the fund in June 2010, the discount has
ranged from 25% to 50%.

Another key differentiator is an ultra-low 10% portfolio
turnover rate at the fund since Hamzaogullari began manag-
ing it in June 2010. As an investor with a long time horizon, his
goal is to buy a company when other investors are overreacting
to temporary bad news—either the company’s or the general
economy’s—when it has little to do with the company’s long-
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term intrinsic value. The high conviction
portfolio added just one new name in
2015, three in 2014 and one in 2013.

To gain entry into this small club,
companies must generate sustainable
and profitable growth, have strong cash
flow and sell at a significant discount
to intrinsic value. They must also have
business models that are difficult to
replicate and management that takes a
long-term view instead of focusing on
short-term incentive goals. Both before
and after he buys their stock, Hamza-
ogullari visits companies and speaks
with managers regularly to make sure
they are working in the long-term in-
terests of the business. And like Uncle
Cahit, he also talks to suppliers and
customers to gain a knowledgeable out-
sider perspective.

He points out that while the average
CEO has tenure of only about four years,
most CEOs in his portfolio companies

Sector Distribution
% of Stocks

have been around much longer than that.
“About 40% of our companies are run by
their founders,” he says. “The rest are run
by people with a long-term focus.”

The portfolio differs markedly from its
benchmark Russell 1000 Growth Index
in a number of respects, and its “active
share” (a measure of how it differs from
the benchmark) has been at or above
80% since he took over. Among other
things, the portfolio has slightly higher
trailing and forward price-to-earnings
ratios than the index, and higher project-
ed earnings per share growth. It also has
a much larger presence in information
technology and consumer staples com-
panies, and a smaller one in industrials.

While high active share does not en-
sure outperformance, Hamzaogullari
believes it's “a necessary condition for
generating alpha and outperforming
a benchmark net of fees” The fund’s
Class Y shares have a net expense ratio
of 0.69%, and the fund’s performance
has more than made up for that ex-
pense. Over the last five calendar years,
it has had an average annualized return

Information Technology 42.2% of 14.66%, while the benchmark’s was
Consumer Staples 18.8% 13.53%. Over the same period, it has
Health Care 14.5% beaten out 99% of the funds in Morning-
Consumer Discretionary 9.0% star’s large-cap growth category.
Industrials 6.3% The manager’s highly active style con-
Financials 5.5% trasts sharply with the popular practice
Energy 2.8%
Cash 0.9%
As of 2/29/2016. Source: Loomis Sayles. Other Characteristics

Number of Holdings 34
Market Capitalization P/E (trailing 12 months) 2145
(As a % of portfolio) P/E (forward 12 months) 19.56

3-5 Year EPS Growth 15.42
Giant 68.28% -

ROE (1 year, equal weighted) 20.85
Large 18.34% -

- Annual Portfolio Turnover* 27%
Medium 13.19%
5 As of 2/29/2016. Source: Loomis Sayles.

Small 0.00% *As of 9/30/2015
Micro 0.19%
As of 1/31/2016. Source: Morningstar . .

Lipper Ranking
Fees And Expenses Class N Class ¥

1 Year 10/659 11/659
Expense Ratio (Class Y shares) 0.67% 3 Years 118/607 110/607
Deferred Load None 5 Years N/A 12/534
Minimum Investment $100,000 10 Years N/A 315/386

As of 2/29/2016. Source: Loomis Sayles.
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Lipper Category: Large-Cap Growth Funds. As of 2/29/2016.

of indexing, or so-called active manage-
ment that hews closely to an index. “De-
fining risk in relative terms obfuscates
the fact that the benchmark itself is a
risky asset,” he says. “This is particularly
true with cap-weighted indices because
downside risk increases significantly
when the stocks of a particular sector
experience a run-up in prices that are
above their fundamental intrinsic value.
If a portfolio manager ties his investment
decisions to benchmark holdings and
risk factors, he must necessarily take on
this additional downside risk.”

The stocks in his own eclectic port-
folio run the gamut from old-school
brand names such as Coca-Cola (whose
managers happened to be paying his of-
fice a visit just before our interview) to
newer tech blue chips such as Amazon
and Facebook.

Hamzaogullari says the latter com-
pany holds a competitive advantage be-
cause of its strong brand, network, scale
and a “social advantage” of having users
with real identities. The company has
over 1.5 billion users globally, and 85% of
them are from outside the U.S. Its mar-
gins and cash-flow generation are very
strong, and founder Mark Zuckerberg
maintains a long-term focus and strong
strategic vision. Going forward, the com-
pany is poised to take advantage of the
ongoing global shift from traditional to
online advertising.

“We believe the assumptions embed-
ded in Facebook’s current stock price
show a lack of appreciation for the com-
pany’s significant long-term growth op-
portunities,” he says. “Facebook shares
are trading at a significant discount to our
estimate of its intrinsic value and offer a
compelling risk-to-reward opportunity.”

Amazon, meanwhile, benefits from
a well-known brand name, from be-
ing large, from having a sophisticated
technology platform, and from having a
broad logistics and distribution system.
That gives the company, a top holding in
the Loomis fund, a competitive edge that
would be difficult to replicate.

Amazon has a leg up on traditional
brick-and-mortar retailers because it
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doesn't require physical inventory in
numerous locations. Instead, it keeps
inventory in fewer fulfillment and dis-
tribution centers, which allows for
higher inventory turnover, lower capital
requirements, high returns on invested
capital and strong free-cash-flow genera-
tion. Founder Jeff Bezos, still at the helm
of the company, owns about 17% of the
business and is its largest shareholder.

“We believe the long-term secular
transition to e-commerce is still in its
early stages of growth,” Hamzaogullari
says. “With its growth more than two
times that of the e-commerce market
and several multiples higher than the
low-single-digit growth in the overall
retail market, Amazon continues to take
market share.”

The sustainable competitive advan-
tage for Visa, another top holding, is the
credit card company’s well-recognized
brand and massive global network. The
company’s advantages pose high barriers
to competitors entering the market: It has
relationships with more than 16,000 card-
issuing banks, boasts more than 2.3 bil-
lion cardholders and is accepted by more
than 35 million merchants worldwide.

More than two-thirds of its client
banks have been working with Visa for
over 10 years and have typically signed
long-term contracts of seven to 10 years.
Thanks to its strength in the growing
digital payments area, Visa has seen
payment volume grow 9% to 11% in re-
cent years. With a significant presence
in parts of the world where the penetra-
tion of electronic payments is currently
minimal, Visa should be able to generate
double-digit cash-flow growth.

Alibaba, a leading Chinese online and
mobile commerce company, has been a
fund holding since its IPO in the third
quarter of 2014, and it is poised to take
advantage of the growing preference of
consumers for e-commerce over physi-
cal stores. China has a population of 1.4
billion people, nearly half of whom are
Internet users. Like Amazon, Alibaba's
inventory-light business model amps up
cash flow and profit margins.

Management owns a significant stake
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in the business, and last year initiated
a $4 billion share repurchase program.
And with investors worried about slow-
ing growth in China, the stock has been
driven to levels that represent a signifi-
cant discount to Hamzaogullari’s esti-
mate of intrinsic value.

Oracle, another top holding in the Loo-
mis Sayles fund, has a strong intellectual
property portfolio, unique products and
a large consumer base. Its customer re-
newal and retention rates top 90%, cre-
ating high barriers to entry for competi-
tors. Founder Larry Ellison continues to
run the company with a long-term time
horizon, and Hamzaogullari believes the
company’s investments in its database

PORTFOLIO SPOTLIGHT

and applications businesses over the last
five years, as well as its development of
new cloud-based products, will benefit
the company in the future.

Oracle is undergoing a transition from
a business model with up-front software
licensing and maintenance revenue to
a cloud computing, subscription-based
model that recognizes revenue over a lon-
ger period of time. He believes the shift
to the cloud model will lead to faster rev-
enue growth over time as customers rec-
ognize its value. Because market expecta-
tions for revenue and cash flow are below
fund estimates, the company’s shares are
trading at a steep discount to Hamza-
ogullari’s estimate of intrinsic value. FA
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This communication is dated as of May 2, 2016. This material may not be redistributed, published, or reproduced, in
whole or in part. This reprint and the materials delivered with it should not be construed as an offer to sell or a solicitation
of an offer to buy shares of any fund.

This is for informational purposes only and should not be construed as investment advice. Any economic projections or
forecasts contained herein reflect the subjective judgments and assumptions of the authors, and do not necessarily reflect
the views of Loomis, Sayles & Company, L.P. There can be no assurance that developments will transpire as forecasted.
This reflects the opinions of Financial Advisor on the date made and is subject to change at any time without notice. All
data contained in the article is based on research compiled by Financial Advisor. Loomis Sayles cannot guarantee the
accuracy or completeness of any statements or data.

Loomis Sayles and Financial Advisor are not affiliated.

Loomis Sayles Growth Fund: Equity securities are volatile and can decline significantly in response to broad market
and economic conditions. Foreign and emerging market securities may be subject to greater political, economic,
environmental, credit, currency and information risks. Foreign securities may be subject to higher volatility than US
securities, due to varying degrees of regulation and limited liquidity. These risks are magnified in emerging markets.
Investments in small and midsize companies can be more volatile than those of larger companies. Growth stocks may
be more sensitive to market conditions than other equities, as their prices strongly reflect future expectations. Currency
exchange rates between the US dollar and foreign currencies may cause the value of the Fund's investments to decline.

Click here for the most recent quarter end fund performance and holdings information:
https://www.im.natixis.com/us/mutual-funds/loomis-sayles-growth-fund/LSGRX

Performance data shown represents past performance and is no guarantee of future results. Investment return and value
will vary and you may have a gain or loss when shares are sold. Current performance may be lower or higher than
guoted. For most recent month-end performance, visit www.loomissayles.com. Returns reflect changes in share price and
reinvestment of dividends and capital gains, if any.

This document may contain references to third party copyrights, indexes, and trademarks, each of which is the property of
its respective owner. Such owner is not affiliated with Natixis Investment Managers or any of its related or affiliated
companies (collectively “Natixis”) and does not sponsor, endorse or participate in the provision of any Natixis services,
funds or other financial products.

The index information contained herein is derived from third parties and is provided on an “as is” basis. The user of this
information assumes the entire risk of use of this information. Each of the third party entities involved in compiling,
computing or creating index information disclaims all warranties (including, without limitation, any warranties of originality,
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to
such information.

This material should not be considered a solicitation to buy or an offer to sell any product or service to any person in any
jurisdiction where such activity would be unlawful.

Before investing, consider the fund's investment objectives, risks, charges, and expenses. Visit im.natixis.com or
call 800-225-5478 for a prospectus or a summary prospectus containing this and other information. Read it
carefully.

Natixis Distribution, L.P. is a limited purpose broker-dealer and the distributor of various registered investment companies
for which advisory services are provided by affiliates of Natixis Investment Managers.
Natixis Distribution, L.P. « 800-225-5478 ¢ im.natixis.com
Member FINRA | SIPC « NOT FDIC INSURED « MAY LOSE VALUE - NO BANK GUARANTEE
3100697.1.1
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Exp 06/30/25
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