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Portfolio Review 
• The fund posted positive returns of 17.29% vs. 7.31% for the MSCI ACWI Net Index, 

outperforming the benchmark by 9.98% net during the quarter. Meta Platforms, 
MercadoLibre, and Tesla were the three largest contributors to performance during the 
quarter. Alnylam Pharmaceuticals, Roche, and Doximity were the three lowest contributors 
to performance. 

• Stock selection in the consumer discretionary, communication services, financials, 
healthcare, industrials, and consumer staples sectors, as well as our allocations in the 
communication services, consumer discretionary, financials, and consumer staples sectors, 
contributed positively to relative performance. Our allocation in the healthcare sector, 
detracted from relative performance. 

• The fund is actively managed with a long-term, private equity approach to investing. 
Through our proprietary bottom-up research framework, we look to invest in those few 
high-quality businesses with sustainable competitive advantages and profitable growth 
when they trade at a significant discount to intrinsic value (our estimate of the true worth 
of a business, which we define as the present value of all expected future net cash flows to 
the company). 

Performance data shown represents past performance and is no guarantee of, and not necessarily 
indicative 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 quoted. For most recent month-end 
performance, visit www.loomissayles.com. 

Additional share classes may be available for eligible investors. Performance will vary based on the share class. 
Performance for periods less than one year is cumulative, not annualized. Returns reflect changes in share price and 
reinvestment of dividends and capital gains, if any. You may not invest directly in an index. 

Gross expense ratio 1.10% (Class Y). Net expense ratio 0.95%. As of the most recent prospectus, the investment advisor 
has contractually agreed to waive fees and/or reimburse expenses once the expense cap of the fund has been exceeded.  
This arrangement is set to expire on 3/31/2024. When an expense cap has not been exceeded, the fund may have similar 
expense ratios. 

Institutional Class shares (Class Y) are available to institutional investors only; minimum initial investment of 
$100,000.

CUMULATIVE TOTAL 
RETURN AVERAGE ANNUALIZED RETURN 

3 MONTH YTD 1 YEAR 3 YEAR 5 YEAR 
SINCE 

INCEPTION 

FUND 17.29 17.29 -4.04 13.33 8.64 11.36 
BENCHMARK 7.31 7.31 -7.44 15.36 6.93 9.16 

EXCESS RETURN +9.98 +9.98 +3.40 -2.03 +1.71 +2.20 

Class Y Performance as of March 31, 2023 (%) 

Fund Facts 

The fund seeks to invest in 
companies with sustainable 
competitive advantages, long-
term structural growth drivers, 
attractive cash flow returns on 
invested capital, and management 
teams focused on creating long-
term value for shareholders. The 
fund’s portfolio manager also aims 
to invest in companies when they 
trade at a significant discount to 
the estimate of intrinsic value. 

Strategy AUM1

Fund AUM

$2.0 billion 

$101.9 million 

Share Class Y 

Inception 

Ticker

3/31/2016 

LSGGX 

Benchmark MSCI ACWI Net 

CUSIP 63872T224 

Portfolio Manager 

Manager Since

Aziz Hamzaogullari 

Inception 

Data is based on total gross assets before 
any fees are paid; any cash held is included. 
The portfolio is actively managed and 
holdings are subject to change. References 
to specific securities or industries should not 
be considered a recommendation. Holdings 
may combine more than one security from 
the same issuer and related depositary 
receipts. Portfolio weight calculations 
include accrued interest. For current 
holdings, please visit www.loomissayles.com. 

Top Ten Holdings (%) 

MercadoLibre, Inc. 6.4 

Meta Platforms, Inc. 5.5 

Amazon.com, Inc. 4.6 

Boeing Company 4.4 

Alphabet Inc. 4.4 

Visa Inc. 3.8 

Novartis AG 3.8 

Microsoft Corporation 3.6 

Tencent Holdings Ltd. 3.5 

Adyen N.V. 3.5 

Total 43.4 

1Strategy assets are comprised of Loomis 
Sayles Global Growth style accounts. 

http://www.loomissayles.com
http://www.loomissayles.com
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New Purchase 
Highlights 

There were no new purchases 
during the period. 

Portfolio Activity 

All aspects of our quality-growth-valuation investment thesis must be present for us to make 
an investment. Often our research is completed well in advance of the opportunity to invest. 
We are patient investors and maintain coverage of high-quality businesses in order to take 
advantage of meaningful price dislocations if and when they occur. During the quarter, we 
added to our existing positions in Amazon, Block, Doximity, and Tesla as near-term price 
weaknesses created attractive reward-to-risk opportunities. We trimmed our position in 
Novartis. We sold a small position in Meituan that we received during the quarter via spin-off 
from our holding in Tencent. 

Contributors 

Meta Platforms, MercadoLibre, and Tesla were the three largest contributors to fund 
performance. 

• Meta Platforms operates online social networking platforms that allow people to connect, 
share, and interact with friends and communities. The company’s Facebook platform allows 
message exchange, photo and video sharing, and common-interest user groups, and Meta’s 
family of apps also includes leading global social and messaging applications Instagram, 
Messenger, and WhatsApp. 

A fund holding since inception, Meta reported quarterly financial results that reflected 
macroeconomic pressure on advertising spending but were above expectations for revenue 
and far higher than expectations for adjusted operating profits. We believe shares have 
responded positively to the company’s updated 2023 financial guidance which called for an 
almost 10% decrease in planned investments and capital expenditures, and management 
further highlighted an increased focus on productivity and cost structure. Over the past 
year, Meta’s growth has faced headwinds from privacy restrictions implemented by Apple in 
2021, and more recently as macro weakness impacted advertising demand among clients in 
certain industries. Apple’s changes and macroeconomic weakness impact not just Facebook, 
but the broader mobile advertising ecosystem. As a function of its competitive advantages, 
we believe the company remains well positioned relative to its peers, and there are no 
changes to our assessment of Meta’s quality or secular growth opportunities. 

Meta also remains in an elevated investment cycle focused on building new data centers to 
support next-generation AI hardware that will support its core Feed, Reels, and advertising 
platforms, as well as business messaging and its metaverse products. The company is also 
transitioning to a new product format – short term video – where monetization is currently 
lower. During our ownership of Meta, Facebook has successfully navigated several product 
transitions. Each such transition first requires capital expenditures followed by a gradual 
revenue ramp-up, creating pressures on topline, margins, and earnings. Over time, the 
required investment decreases and revenues increase. We believe this is a necessary cycle 
for maintaining sustainable competitive advantages and long-term growth. The company 
believes it will begin to break even on the new product format towards the end of 2023 
or early 2024. Finally, the company continues to invest significantly in its early-stage 
Reality Labs segment, which includes augmented- and virtual-reality products that the 
company views as building its long-term vision for the metaverse. While the company 
incurred operating expenses of almost $16 billion in the Reality Labs segment in 2022, the 
investment represented just over 35% of the operating profit generated by the company’s 
highly profitable core business. Mark Zuckerberg has always managed the company with 
a long-term focus and strong strategic vision. Over the past ten years, Meta has spent over 
$125 billion on research and development and $110 billion on capital expenditures – a 
level of investment which few firms can match and which creates high barriers to entry for 
competitors that are further compounded by the growth of cumulative knowledge over 
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time. And while the successful development of a metaverse is not an explicit part of our 
investment thesis for Meta, given the potential size of the opportunity, which we estimate 
could impact over $1 trillion of spending over the long term, and Meta’s positioning with 
billions of users and hundreds of millions of businesses, we believe Meta’s current balanced 
approach to its forward looking investments make sense. Despite the near-term pressure 
on financial results, Meta continues to have significant advantages arising from its network 
of almost 3 billion daily users of its family of apps, 200 million businesses that use its 
platforms and tools every month, and 10 million advertisers who have consistently paid 
more per user for access to its rare network. We expect that corporations will continue to 
allocate an increasing proportion of their advertising spending online, and Meta remains 
one of very few platforms where advertisers can reach consumers at such scale in such a 
targeted and effective fashion. 

For the quarter, revenue from Meta’s family of apps, which is primarily advertising revenue, 
accounted for 98% of the company’s $32 billion in total revenue and grew 2% year over 
year in constant currency. User data, coupled with the scale and frequency of engagement, 
allows Meta an unprecedented ability to specifically target direct marketing. The ability of 
advertisers to deliver relevant content, in turn, increases user engagement, and contributes 
to growth in the overall ecosystem. Year over year the number of Facebook users rose 2% 
to 2.96 billion global users, with daily active users growing 4% to 2 billion. As a result, 
engagement, as measured by the percentage of daily active users, increased approximately 
130 basis points year over year to 67.5%. Across its family of apps – Facebook, Messenger, 
WhatsApp, and Instagram – Meta now reaches over 3.7 billion consumers monthly, 
approximately 3 billion of which, or approximately 79%, are daily users. Users outside of 
North America account for 2.7 billion or 91% of Facebook’s global user base, while the 
US and Canada accounted for 9%, or 266 million users. As users grow, more advertisers 
come to the platform. Meta now has over 200 million businesses that use its platforms 
or tools every month, and the company recently reported the number of advertisers grew 
to over 10 million, up from over 8 million at the end of 2019 and over 7 million at the 
end of 2018. Total average revenue per user (ARPU) for the quarter of $10.86 declined 
6% year over year, as 5% growth in monetization in the company’s rest of world (ROW) 
segment was offset by advertising spending weakness in North America and Asia-Pacific. 
Quarterly ARPU ranged from $59 per user in North America to approximately $3.5 per 
user in the ROW category. Since 2012, annual monetization per user has increased globally 
from $5 per user to approximately $40 in 2022, a compounded annual growth rate of 
23%, which we believe is a secular trend that reflects Facebook’s strong pricing power and 
ability to monetize its global user base. The company’s reality labs segment, which includes 
augmented- and virtual-reality consumer hardware, software, and content, accounted for 
1% of total revenues and decreased 17% year over year, impacted by lower sales of Quest 2. 

Despite the impact of elevated investment spending, we believe Meta continues to have 
an attractive financial profile. Quarterly earnings before interest and taxes (EBIT) of $6.4 
billion declined 49% year over year on margins of 20% that contracted 1,700 basis points 
– largely due to $4.2 billion of restructuring charges due to the company’s cost savings 
initiatives. The company’s family of apps generated $10.7 billion of EBIT on operating 
margins of 34%. Excluding one-time charges, EBIT margins for the highly profitable 
segment would have been 46%. Meta continues to invest heavily in new growth drivers, 
such as Reality Labs, which is the division that focuses on virtual reality and augmented 
reality hardware and software. Reality Labs revenue increased from around $500 million 
in 2019 to $2.2 billion in 2022. During the quarter, the reality labs segment generated an 
operating loss of $4.3 billion, which increased from a loss of $3.3 billion in the prior-year 
period. Total free cash flow of $5.3 billion declined substantially due to capital expenditures 
of $9.2 billion that remained elevated at 29% of revenue and which rose 66% year over 
year. During the quarter, Meta repurchased $6.9 billion of its shares, reducing outstanding 
share count by 6%. 
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We believe Meta remains a high-quality company, benefiting from the secular shift from 
traditional advertising to online advertising and positioned for strong and sustainable 
growth over our investment time horizon. We believe Meta benefits from the competitive 
advantages of its network, scale, strong brands, platform strategy, and a targeting 
advantage. With 3.7 billion monthly users and over 200 million businesses worldwide using 
its family of apps, the scale and reach of Meta’s network is unrivaled. When excluding 
China, where Meta is not currently operating, we estimate the company’s Facebook and 
Messenger application ecosystem represents approximately 75% of the world’s internet 
population. We expect that corporations will continue to allocate an increasing proportion 
of their advertising spending online, and Facebook remains one of very few platforms where 
advertisers can reach consumers at such scale in such a targeted and effective fashion. We 
believe Facebook’s brand, network, and targeting advantage position the company to take 
increasing share of the industry’s profit pool and grow the company’s market share from 
approximately 6% currently to approximately 10% of the estimated $1.7 trillion total global 
advertising market over our investment time horizon. We also believe that the expectations 
embedded in Meta’s current share price show a lack of appreciation for the company’s 
growth opportunities and the sustainability of its business model. We believe the consensus 
expectations and current market price reflect assumptions for free cash flow growth that 
are well below our long-term expectations of double-digit cash flow growth. As a result, we 
believe the shares trade at a significant discount to our estimate of intrinsic value, creating a 
compelling reward-to-risk opportunity. 

• MercadoLibre is the largest online commerce platform in Latin America. The company 
offers its users an ecosystem of six integrated e-commerce services that include its 
marketplace, payment and fintech solutions, shipping and logistics, advertising, classified 
listings, and merchant web services. In its most recent fiscal year, commerce and related 
services accounted for approximately 55% of net revenue, while payments and fintech 
solutions accounted for approximately 45%. The company operates in 18 countries 
representing the vast majority of Latin American GDP, and its 148 million active users 
in 2022 represented over 30% of the region’s estimated 480 million total internet users. 
We believe MercadoLibre benefits from strong and sustainable competitive advantages 
that include its network and ecosystem, brand, and understanding of local markets that 
collectively contribute to its leadership position in each market it serves. With continued 
growth in internet access, increasing availability of credit, and the company’s continuing 
investments to improve the ease and convenience of transacting online, we believe 
MercadoLibre remains well positioned for sustained growth over the next decade, driven by 
the secular growth of e-commerce across Latin America. 

A fund holding since inception, MercadoLibre reported quarterly financial results that 
reflected strong growth in revenues, gross merchandise volume (GMV), and payments 
volume, and the company gained market share in both e-commerce and payments. Despite 
remaining in a period of elevated investment spending, the company also generated 
operating profits and earnings per share that were materially above consensus expectations. 
Growth was notable because it follows strong pandemic-fueled growth in the prior year 
period. Since 2019, the company’s GMV has increased by 2.5 times, reflecting the high 
value proposition to consumers, and the company continues to invest in providing better 
selection, price, and service. 

For the quarter, net revenue of $3 billion grew by 57% year over year in constant currency. 
The services provided by MercadoLibre generally fall into two distinct revenue streams. 
“Commerce” includes MercadoLibre’s core e-commerce marketplace and related services 
and solutions, and accounted for 55% of revenue. “Fintech” accounted for 45% of revenue 
and includes items such as off-platform payment fees generated through the company’s 
Mercado Pago payments platform, financing fees, and revenues from the sale of mobile 
point-of-sale (POS) products. Commerce revenue of $1.7 billion rose 36% year over year 
in constant currency. GMV of approximately $9.6 billion rose approximately 35% year 
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over year on a constant currency basis, driven by strong growth in Argentina, Mexico, 
and Brazil, where GMV growth was 83%, 28%, and 22%, respectively. This solid growth 
follows GMV growth of 32% in the pandemic-enhanced prior-year quarter, which 
suggests to us that the accelerated shift to e-commerce is persisting due to the high value 
proposition to consumers and merchants and lower penetration rate of Latin America 
e-commerce versus other geographies. The company continues to focus on expanding its 
product categories and deepening its selection. Live listings, one of the company’s key 
performance indicators which demonstrates the broad and growing number of products 
available through the company’s marketplaces, grew 35% to 406 million in the quarter, 
while the number of active users increased 18% year over year. Fintech revenue of $1.3 
billion grew 93% in constant currency, driven primarily by payment processing and fintech 
solutions. Total platform payment volumes settled through Mercado Pago were $36 billion 
and rose 80% year over year in constant currency. Off-platform payment volumes, which 
represent processed transactions that occur outside of the company’s Marketplace platform, 
accounted for 72% of total payment volumes and grew 121% year over year, benefiting 
from mobile POS, QR payments, and the company’s digital accounts business. The 
company also reported that its emerging asset management business now has $1.9 billion in 
assets under management, which grew 58% year over year, and the company has originated 
$2.8 billion through its growing array of credit offerings, which rose 68% year over year. 

We believe MercadoLibre continues to have an attractive financial model which continues 
to be impacted by an elevated investment cycle intended to strengthen the company’s 
ecosystem and long-term competitive positioning. Operating margins during the period 
of 11.6% expanded from 1.1% in the prior-year period and were well above expectations. 
Management has demonstrated its long-term focus and commitment to investing 
everywhere needed to add value for users, including greater selection, frictionless payment 
options, and reduced cost and increased speed of delivery. While its elevated investments 
over the past few years have pressured near-term profits, management remains focused 
on balancing the investments needed to further improve user experience and extend the 
company’s leadership in e-commerce and payments with maintaining a sustainable and 
profitable financial model. We believe the current market price embeds expectations for 
revenue and cash flow growth that are well below our long-term assumptions. As a result, 
we believe the shares trade at a significant discount to our estimate of intrinsic value and 
represent a compelling reward-to-risk opportunity. 

• Founded in 2003, Tesla is the global leader in the design, manufacturing, and sales of 
high-performance fully electric vehicles (EVs). The company’s automotive unit sells its 
products directly to customers through its website and retail locations and continues to 
grow its customer-facing infrastructure through a global network of vehicle service centers, 
mobile service technicians, body shops, Supercharger stations, and Destination Chargers to 
accelerate widespread adoption of its products. Tesla also designs, manufactures, sells, and 
installs solar energy generation and energy storage products to residential, commercial, and 
industrial clients through its energy generation and storage unit. The company generates 
approximately 95% of its sales from its automotive segment and 5% from its energy 
generation and storage segment. From a geographic standpoint, the US and China are 
the company’s two largest markets, accounting for approximately 45% and 25% of sales, 
respectively, while the rest of the world collectively accounts for approximately 30%. 

We believe Tesla’s strong and sustainable competitive advantages include its brand, focus 
and business model, scale, and entrepreneurial culture. With a mission that includes 
accelerating the world’s transition to sustainable energy, no other brand is more closely 
associated with EVs, and the company has become the dominant global EV manufacturer 
with over 20% global market share. Tesla’s focus and business model have enabled it to 
substantially disrupt the automotive industry, maintain a first-mover advantage, and capture 
structural cost advantages. We believe it could take peers more than a decade to replicate 
Tesla’s collective competitive advantages if they are able to do so at all. 
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A new purchase in the first quarter of 2022, Tesla reported quarterly financial results that 
were slightly below consensus expectations for profitability due to materials and logistics 
cost inflation, but included record revenue and operating profit, and record seasonal vehicle 
demand that represents approximately twice their current production rate. The strong 
demand led the company to increase the price on the Model Y Long Range by $500. With 
respect to recent price reductions, the company has a pricing strategy where they price 
their vehicles to maximize overall profit dollars. Historically the company had reduced 
price annually as they leveraged their growing scale to lower the total cost of ownership 
for potential buyers and drive EV adoption. However, in 2021, as Tesla faced production 
limitations due to its already high production utilization, the company increased pricing 
to recover elevated cost pressures while sustaining strong EV demand. In October, with 
production utilization declining to approximately 70% due to the addition of Texas and 
Berlin gigafactories, along with broader economic weakness resulting in weaker demand 
that we believe is short term, Tesla reduced prices on its Model 3 and Model Y brands to 
spur demand. We believe this is the correct strategy as long as Tesla continues to protect 
its brand equity, which is one of the company’s most important intangible assets. Tesla 
credits its record demand to the implementation of the price reductions. Given that Tesla 
manufacturing factories have high fixed costs which benefit from scale, increasing EV 
sales from current levels would improve production utilization and generate higher profit 
per vehicle, and Tesla expanded its year-over-year operating margins despite minimal 
benefit from average selling price changes. Even through this industry slowdown, Tesla 
has continued to show market share gains as a percentage of total light duty vehicles. We 
believe that as near-term cyclical economic weakness subsides overall automotive sales in 
China and other markets will recover and Tesla will grow even faster. 

For the quarter, revenue of $24.3 billion rose 37% year over year. Gross margins declined 
from the previous quarter due to higher commodity inflation and production inefficiencies 
at Tesla’s still ramping Berlin and Texas gigafactories. However, operating margins 
expanded 129 basis points year over year to 16%, and the company’s trailing-twelve-
month operating margins already exceed all major auto manufacturers. Over our long-term 
investment horizon, we believe operating margins can approach the mid-20% range on an 
annual basis. 

We believe the secular growth driver for Tesla is increasing penetration of electric vehicles 
as a share of global automotive sales. Around the world, EVs accounted for almost 10% 
of new light vehicle sales in 2022, with penetration rates ranging from mid-single digits 
in North America to low double-digits in Western Europe and almost 20% in China. We 
believe the pace of EV adoption will accelerate, driven by advances in battery technology 
that will drive cost parity, lower ongoing cost of ownership for consumers, government 
incentives, and numerous global initiatives to phase out internal combustion engine sales 
over the next two decades. Tesla is the global leader in EV sales, with approximately 20% 
unit share, 25% revenue share, and a much higher share of industry profitability. While 
we expect competition to increase substantially, we believe Tesla’s superior brand, focus, 
technology leadership, and strong ongoing consumer demand will enable the company to 
maintain its leading global market share. Tesla recently announced an enhanced autopilot 
feature for customers who only want self-driving functionality on highways. While we 
believe most consumers will adopt full self-driving (FSD) functionality over the long 
term, at 50% of the cost of FSD, we believe the enhanced autopilot option will accelerate 
uptake of its software offerings, and the company now has 400,000 customers in its FSD 
beta program. Both software offerings carry profit margins that are significantly over the 
current company average and we believe they will drive strong profit growth. Over time, 
we believe uptake of high-margin software capabilities, which we believe can increase from 
0% of profits today to approximately 25%, will contribute to expanding the company’s 
already leading operating margins. We believe the assumptions embedded in Tesla’s share 
price underestimate the company’s significant long-term growth opportunities and the 
sustainability of its global market share. We believe the company’s shares currently sell 
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at a significant discount to our estimate of intrinsic value and thereby offer a compelling 
reward-to-risk opportunity. We took advantage of near-term price weakness to add to our 
position early in the quarter. 

Detractors 

Alnylam Pharmaceuticals, Roche, and Doximity were the largest detractors to performance 
during the quarter. 

• Alnylam Pharmaceuticals is a leader in gene therapies based on its pioneering small-
interfering RNA (siRNA) approach to disease treatment. Founded in 2002, Alnylam 
was one of the first companies to develop and commercialize therapies based on RNA 
interference (RNAi), a breakthrough discovery in understanding how genes are naturally 
regulated within cells that was recognized with the 2006 Nobel Prize in Medicine. RNAi 
therapies exploit a naturally occurring biological pathway within cells that regulates 
the expression of specific genes. In particular, siRNA has proven to be one of the most 
effective approaches to RNAi therapy, and Alnylam remains the first and only company 
to successfully commercialize siRNA-based therapies. We believe Alnylam’s strong and 
sustainable competitive advantages include its deep, cumulative and compounding 
knowledge in the science of RNAi therapeutics, in particular its creation and advancement 
of unique siRNA-based therapies, as well as the multiple partnerships it has entered 
into on the basis of its technology which provide both external funding and established 
commercialization avenues. Today, the company’s technology is the basis for five approved 
therapies, ten therapies currently in clinical trials, and a robust pipeline of potential 
treatments that we expect to enter the clinic in the coming years, with a focus on genetic 
diseases, cardiometabolic diseases, infectious diseases, and central nervous system and 
ocular diseases. After two decades in investment mode, Alnylam has begun to generate 
positive gross profits, and we believe it is at an inflection point where the successful launch 
of its late-stage therapies will enable it to begin to realize the economics of a successful 
biotechnology firm. 

A fund holding since the second quarter of 2021, Alnylam reported quarterly financial 
results that were above consensus expectations and reflected fundamentally sound 
execution. We believe investors remain focused on potential regulatory approval for 
ONPATTRO in treating ATTR with cardiomyopathy (ATTR-CM) for which it submitted 
a supplemental New Drug Application to the FDA in December. In August, the company 
had announced that ONPATTRO, its approved therapy for hATTR amyloidosis, met its 
primary endpoint in the much larger indication of ATTR-CM. The results substantially 
increase the likelihood that the therapy will receive approval in the new indication, where 
it would be the first RNAi-based therapy. However, investors responded negatively to the 
news that the FDA’s advisory committee plans to hold a meeting to discuss the application, 
which has already been accepted for review. The company’s most-recent guidance for 
2023 includes positive results for ONPATTRO in ATTR-CM, which has an anticipated 
approval date of October 2023. We believe the uniqueness of Alnylam’s pioneering 
scientific expertise and technology is evident from both its existing products, which 
provide meaningful value to previously underserved patient populations, as well as the 
numerous partnerships in which world-class global pharmaceutical companies and specialty 
competitors alike have sought to access its proprietary technology. With its approved 
therapies and substantial pipeline of significant late-stage clinical programs, we believe 
the company has now reached the point at which its existing therapies will continue to 
contribute positively and its subsequent innovations will shift its financial profile from that 
of an early-stage biotech company to a profitable business with normalized margins that is 
able to internally fund its ongoing growth needs. Over our long-term investment horizon, 
we believe the company can generate substantial revenue growth, while turning profitable 
and generating substantial cumulative free cash flow. We believe Alnylam’s market price 
continues to substantially undervalue the potential contribution from the company’s 
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clinical-stage assets given the company’s established track record for producing genetically 
validated therapeutics. Further, while embedded expectations reflect some success for its 
currently marketed products, we believe the market is focused on short-term profitability 
while ignoring the platform the company has built, which we believe will serve as the basis 
for ongoing innovation over our long-term investment horizon and beyond. As a result, we 
believe the company is selling at a substantial discount to our estimate of its intrinsic value 
and offers a compelling reward to risk opportunity. 

• Roche is a global biopharmaceutical and diagnostics company and a holding in the 
fund since inception. An industry leader in the development and marketing of oncology 
products, Roche also has a broad product profile with industry-leading therapies and a 
robust development pipeline across major indications including immunology, infectious 
disease, ophthalmology, and neuroscience. The company was founded in Basel, Switzerland 
in 1896 and employs over 90,000 people in more than 100 countries. 

Roche reported financial results for the year ended December 31, 2022 that were below 
consensus expectations for profitability, and the company warned of a low-single-digit 
decline in sales in 2023 as Covid-19-related revenues decreased. We believe the company 
continues to execute well and the anticipated decline in reported financials due to the easing 
of Covid-related sales does not impact our assessment of the attractiveness of the company’s 
core franchise. 

For the year, total revenues grew 2% year over year in constant currency to CHF 63 billion, 
despite lower Covid-related sales in both its pharmaceuticals and diagnostics divisions. 
Pharmaceutical sales rose 2% in constant currency and accounted for 72% of revenues, 
while the company’s diagnostics division grew 3% and accounted for 18% of revenues. 
Solid growth in the base diagnostics business and newer pharmaceuticals medicines offset 
the ongoing decline in its mature oncology products and an approximately CHF 1 billion 
decline in Covid-related sales. 

In pharmaceuticals, Roche showed continued meaningful uptake in a number of growth 
products and now has 16 therapies with annualized sales of at least $1 billion, up from 8 in 
2015. Ocrevus is a highly efficacious, class-leading treatment for multiple sclerosis (MS) that 
represents the fastest launch in the company’s history. Launched in 2017, the MS therapy 
generated CHF 6.1 billion in 2022, up 17% year over year. Hemlibra, a 2018-launched 
therapy which could change the quality of life for patients afflicted with hemophilia 
A, generated CHF 3.8 billion of annual revenues, up 27% year over year. The therapy 
has already captured approximately over one-third of the US hemophilia A market and 
continues to penetrate patient populations with and without inhibitors to standard clotting 
treatment in the US and Europe. The company also reported that Evrysdi, the only therapy 
for spinal muscular atrophy that can be administered at home, is seeing strong uptake and 
generated CHF 1.1 billion, up 87% year over year, after being launched in 2020. 

Roche is a leading provider of cancer treatments and we believe its deep knowledge is a 
strong foundation for developing and marketing future therapies. Roche’s mature, category-
leading cancer therapies, Herceptin, Rituxan, and Avastin, accounted for approximately 
14% of pharmaceutical revenues. Year-over-year reported revenue declined by approximately 
22% for these products, all of which are facing competition from biosimilars. We anticipate 
that biosimilars will take substantial share over time and in the long run likely replace 
these branded drugs. However, we believe Roche is successfully managing the inevitable 
decline for its leading off-patent therapies, with 16 blockbusters making up 44% of 2022 
sales, up from 35% in 2021. Roche is advancing its next generation cancer therapy franchise 
through innovative follow-on and combination therapies, and improved administration 
methods such as subcutaneous formulations. For example, Perjeta, a combination therapy 
demonstrated to be more effective in treating breast cancer than Herceptin alone, grew 
revenues 5% year over year to CHF 4.1 billion. In 2020, Roche launched Phesgo, a 
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single-shot, co-formulation of Perjeta and Herceptin that contributed an additional CHF 
740 million, providing a partial offset to the biosimilar impact on Herceptin. Kadcyla, a 
follow-on to Herceptin used in combination with chemotherapy, grew global sales by 7% 
year-over-year to CHF 2.1, driven by patients switching to the new standard of treatment 
for early usage in breast cancer. Tecentriq, Roche’s PD-L1 immunotherapy, continues to 
penetrate its increasing number of approved indications with non-small-cell lung cancer, 
hepatocellular cancer, and small cell lung cancer driving 14% year-over-year growth to 
CHF 3.7 billion. Roche continues to expand into new indications and expects a number of 
phase III trial readouts in 2023. 

In addition to its more-recently launched growth products, we believe Roche’s deep 
internally developed pipeline, combined with its ability to identify and capitalize on 
externally developed technologies such  its acquisition of Spark Therapeutics’ gene therapy 
platform, provides a significant platform for future growth. Reflecting over CHF 110 
billion invested in research and development over the past decade, the pipeline includes over 
90 new molecular entities and over 60 existing products in trials for new indications. We 
believe the market is assigning little value to the company’s robust pipeline due to near-term 
concerns over biosimilar competition in the mature oncology franchise. 

Roche’s base diagnostics business grew 7% year over year. While the decline in Covid-
related revenues will continue to be a headwind to year-over-year financial comparisons, 
we believe Roche’s success in rapid development and deployment of COVID-19 testing 
highlighted its leadership position in the diagnostics market and provided a valuable offset 
to the pandemic pressures in the pharmaceuticals division. We believe the true long-term 
value of the business resides in Roche’s ability to support and differentiate the innovation 
within the company’s pharmaceuticals business. 

We believe Roche continues to execute well operationally, redeploying the cash flows from 
its mature core franchise to support product extensions and ongoing innovation. The 
company has a strong line-up of marketed biologic therapies, a growing suite of newly 
introduced products, and robust pipeline assets that can drive significant long-term value 
for Roche. While we believe the current market price for Roche shares embeds expectations 
for key revenue and cash flow growth drivers that are below our long-term assumptions and 
sell at a discount to our estimate of intrinsic value, we trimmed our position during the 
period to allocate to higher reward-to-risk opportunities. 

• Doximity is a leading cloud-based platform specifically built for US medical professionals 
(“MPs”). The company was founded in 2010 and has grown to over 2 million members, 
including approximately 800,000 physicians representing every medical specialty. Doximity 
provides a single place for MPs to access productivity tools that enable collaboration with 
colleagues, secure coordination of patient care, virtual patient visits, customized medical 
news and research, and career management. With its “physicians first” mentality, Doximity 
has created a super app for MPs that supports physicians in the day-to-day practice of 
medicine, including mobile-friendly and easy-to-use clinical workflow tools such as video 
telehealth, e-signature capabilities, secure messaging, and digital faxing. Doximity is free to 
healthcare providers and monetizes its platform primarily by providing targeted marketing 
access to customers that are largely pharmaceutical manufacturers and healthcare systems, 
which accounted for over 90% of revenue in its most recent fiscal year. The company also 
offers hiring solutions to both health systems and medical recruiting firms along with 
telehealth solutions.  

A fund holding since the first quarter of 2022, Doximity reported fundamentally solid 
financial results that were better than consensus expectations. However, the company 
lowered its full-year revenue guidance by approximately 2% due to an unexpected delay in 
the rollout of a new product, where its inclusion of vertical video functionality prompted 
clients to conduct full medical legal reviews (MLRs). While the MLRs were successful and 
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resulted in an increased number of orders, recognition of that revenue is expected to be 
delayed versus prior guidance. Selling into regulated markets generally serves as a barrier to 
entry for potential competitors, and typically represents a strategic advantage for Doximity, 
which successfully manages thousands of new content approvals, including multiple 
types of video assets. We do not believe this misstep represents any structural change in 
the company’s ability to serve its markets. We believe Doximity’s strong and sustainable 
competitive advantages include the power of its network, its “physicians first” focus, and 
its trusted reputation and brand. In our view there is not a direct competitor with the same 
suite of services, and the company counts all of the top 20 pharmaceutical companies and 
health systems among its clients. With its superior return on investment versus traditional 
marketing channels, we believe Doximity is well positioned to benefit from secular growth 
in digital spending on advertising and marketing within the healthcare industry. 

For the quarter, revenue of $115 million rose 18% year over year and reflected continued 
growth from the company’s top 20 clients, which have worked with the company for eight 
years on average. Net revenue retention of 119% indicates that existing customers spent 
almost 20% more year over year, with the company’s top 20 clients growing 27% versus 
the prior-year period. The company reported a 12% increase in the number of clients 
contributing at least $100,000 in annual subscription-based revenue, while the number of 
$5 million accounts doubled to eight. As a result of its high value proposition to clients, the 
company was able to increase pricing by a mid-single digit percentage. 

Doximity has already established an attractive financial model that contributes to the 
quality of the business and which we believe will improve over our investment horizon. 
Gross margins remained flat year over year at 88%, and adjusted EBITDA (earnings before 
interest, taxes, depreciation, and amortization) of $56 million rose 18% on margins of 
48.2% which expanded by 20 basis points year over year. Free cash flow of $47.5 million 
grew 85% year over year and represented 41% of revenue during the quarter. 

We believe Doximity’s share price embeds expectations for key revenue and cash flow 
growth drivers that are well below our long-term assumptions. As a result, we believe the 
company is selling at a significant discount to our estimate of its intrinsic value and offers a 
compelling reward-to-risk opportunity. 

Outlook 
• Our investment process is characterized by bottom-up, fundamental research and a 

long-term investment time horizon. The nature of the process has led to a lower-turnover 
portfolio in which sector positioning is the result of stock selection. 

• At quarter end, we were overweight in the consumer discretionary, communication services, 
healthcare, and industrials sectors. We were underweight in the financials, information 
technology, and consumer staples sectors. We held no positions in the energy, materials, 
utilities, or real estate sectors. 

• We remain committed to our long-term investment approach to invest in those few high-
quality businesses with sustainable competitive advantages and profitable growth when 
they trade at a significant discount to intrinsic value. Though we have no stated portfolio 
turnover target, as a result of our long-term investment horizon, our estimated annualized 
portfolio turnover since the inception of the fund is approximately 10.8%. The overall 
portfolio discount to intrinsic value was approximately 43.0% as of March 31, 2023.
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About Risk 
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. Currency exchange rates 
between the US dollar and foreign currencies may cause the value of the fund’s investments 
to decline. Investments in small and mid-size 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. 

MSCI All Country World Index (Net) is a free float-adjusted market capitalization-weighted 
index that is designed to measure the equity market performance of developed and emerging 
markets. 

Outlook as presented in this material reflects subjective judgments and assumptions of the portfolio 
team and does not necessarily reflect the views of Loomis, Sayles & Company, L.P. There is no 
assurance that developments will transpire as stated. Opinions expressed will evolve as future  
events unfold. 

Before investing, consider the fund’s investment objectives, risks, charges, and 
expenses. Please visit www.loomissayles.com or call 800-633-3330 for a prospectus 
and a summary prospectus, if available, containing this and other information. 
Read it carefully. 

Natixis Distribution, LLC (fund distributor, member FINRA|SIPC) and Loomis, Sayles & 
Company L.P. are affiliated. 

LS Loomis | Sayles is a trademark of Loomis, Sayles & Company, L.P. registered in the US Patent 
and Trademark Office 
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