
SaratogaRIM
202   Report 

Q



Saratoga Research & Investment Management  Published 7/1 /23 2023 Q2 Report Page 2

Contents            Page 



Saratoga Research & Investment Management  Published 7/1 /23 2023 Q2 Report Page 3

S 
quality

plus 

is 
most most of the time. 

Moats, from our perspective, are 
the single most important driver of long-term invest-
ment success.

Intro: Moats – The Underlying Force Driving Successful Investment 
(Connecting the Dots Between Moats, Profitability & Quality) 
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Moat Sources (in order of prevalence) 
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Cost Advantages: 

Network Effect: 
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Efficient Scale: 

Moats in Two Dimensions 

 

*** 

About our Healthcare Team 
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I 

kaizen

Healthcare: Innovation and Business Moats

Fig. 1: Sector Weights — S&P 500 Index,  
SaratogaRIM Large Cap Quality Focus &  
SaratogaRIM Large Cap Quality Composites 
as of 6/30/23 



20.5% 

Average Return on Invested Capital (ROIC) (Excluding Goodwill)

61.4% 

39.1% 

26.5% 

14.6% 14.0% 

S&P 500 AMGN BDX BIIB JNJ MDT NVO RHHBY

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%
0%

2008 2009 2011 2012 2013 2014 2015 2016 2017 2019

37.0% 

23.2% 

79.4% 

48.5% 

37.2% 

27.3% 
21.6% 19.7% 

S&P 500 AMGN BDX BIIB JNJ MDT NVO RHHBY

 2018 20 20 2021 20 22

17.6% 

20 10

20.3% 

Fig. 2: SaratogaRIM’s Healthcare Sector Constituents vs. S&P 500 Index (Excluding Financials) 
and S&P 500 Healthcare Sector Constituents as of 6/30/23 — Profitability Metrics 2008 - 2022 
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Source: FactSet, SaratogaRIM. Past investment results are no guarantee of future results. The SaratogaRIM and S&P figures dis-
played above do not reflect actual market or composite performance and are not meant to represent any one client’s investment expe-
rience. These charts were updated on 9/1/23. See information about the update, Gross Profit to Assets and Return on Invested Capi-
tal (ROIC) within the Disclosures on page 26. This report is incomplete without Disclosures, GIPS Composite Report: SaratogaRIM 
Large Cap Quality Focus (page 21) and GIPS Composite Report: SaratogaRIM Large Cap Quality (page 25). 
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*Drop in 2017 is due to repatriation of foreign earnings which disproportionately impacted Johnson & Johnson.
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Moat Sources in Healthcare 

intangible assets

switch-
ing costs

Cost advantages 

network effect 
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Innovation and Healthcare Moats 

Amgen (AMGN) – Moat Synopsis 

intangible assets

Cost advantages 
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Innovation and Pharma/Biotech Moats 

Roche: 

Biogen (BIIB) – Moat Synopsis 

intangible assets 

switching costs 
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Drug Name Administration Diabetes Brand 
Name 

Year Approved 
by FDA 

Obesity Brand 
Name 

Year Approved 
by FDA 

Novo Nordisk: 

Becton Dickinson (BDX) – Moat Synopsis 

cost advantages 
switching costs . Intangible assets 
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Biogen: 

Johnson & Johnson (JNJ) – Moat Synopsis 

intangible assets 

switching costs 

intangible assets 
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American Journal of Managed Care

Johnson & Johnson: 

Innovation in Devices/MedTech 

Medtronic (MDT) – Moat Synopsis 

intangible assets 
switching costs 

cost advantages 
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Novo Nordisk (NVO) – Moat Synopsis 

intangible assets 
switching costs cost advantages
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Academic 
Medicine 

 “[T]o further develop a secure and compli-
ant digital ecosystem with the goal of con-
necting devices across the entire portfolio. 
This collaboration will help enhance the use 
of artificial intelligence and machine learning 
in order to generate insights leading to 
smarter, less invasive and more personal-
ized solutions across the entire patient care 
continuum.”  

Conclusions 

Roche (RHHBY) – Moat Synopsis 

intangible assets 
switching costs 
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Fig. 3: SaratogaRIM Large Cap Quality & Focus vs. S&P 500 TR Trailing 12-Months 
 (6/30/22 - 6/30/23) 

kaizen

Trailing 12-Month Investment Results









3 Yr Ann Standard Dev
Composite Composite Composite S&P 500 Standard Composite S&P 500 # of Portfolios End of Period   End of Period    

Year Gross TWR Net TWR Net Max TWR Total Return Deviation Net TWR Total Return in Composite Composite Assets Total Firm Assets
2014 (8/31) 6.95 6.71 6.59 3.46 n/a - - 31 59,408,640.33 1,614,090,418.39

2015 2.85 2.29 1.83 1.38 0.18 - - 88 122,809,323.37 1,638,083,262.32
2016 11.96 11.35 10.83 11.96 0.63 - - 151 198,406,977.89 1,800,890,893.30
2017 28.23 27.52 26.96

-0.62
21.83
-4.38

0.49 8.70 9.92 287 362,440,319.53 2,113,160,549.13
2018 0.38 -0.18 0.60 10.30 10.80 303 316,630,422.08 2,013,567,458.02
2019 27.67 26.98 26.39 31.49 0.63 11.41 11.93 403 533,438,674.16 2,333,608,905.18
2020 16.71 16.08 15.56 18.40 1.00 15.84 18.53 626 793,063,147.30 2,631,534,466.80
2021 23.31 22.64 22.09

-12.62
28.71
-18.11

0.67 15.07 17.17 924 1,039,079,017.33 2,957,751,865.10
2022 -11.74 -12.22 0.52

n/a
17.57 20.87 913 853,935,678.90 2,603,780,552.47

06/30/23 11.64 11.34 11.08 16.89 16.23 17.93 1,010 1,076,287,966.78 2,819,827,128.60
Trailing Annualized Returns as of 06/30/23

1 Year 16.11 15.48 14.95 19.59
5 Year 12.55 11.95 11.43 12.31
10 Year

Composite Inception 12.67 12.06 11.55 11.55
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3 Yr Ann Standard Dev
Composite Composite Composite S&P 500 Standard Composite S&P 500 # of Portfolios End of Period End of Period    

Year Gross TWR Net TWR Net Max TWR Total Return Deviation Net TWR Total Return in Composite Composite Assets Total Firm Assets
2000 (2/29) 31.62 30.58 30.82* -2.45 n/a - - 44 13,012,273.41 26,739,562.04

2001 -1.54 -2.51 -2.27* -11.93 2.87 - - 56 24,787,551.38 36,880,632.99
2002 -8.93 -9.74 -9.60* -22.06 1.84 - - 79 28,949,501.66 39,231,009.25
2003 18.16 17.09 17.27* 28.68 2.09 - - 87 37,399,754.37 52,738,112.73
2004 1.33 0.40 0.56* 10.88 2.06 - - 90 39,743,734.02 58,324,543.15
2005 7.02 6.02 6.21* 4.91 2.29 - - 88 39,293,990.53 61,636,483.18
2006 17.03 15.93 16.17* 15.80 3.14 - - 83 44,027,113.77 73,239,570.18
2007 11.68 10.62 10.86*

-12.15*
5.49 2.86 - - 84 48,997,165.75 79,207,247.76

2008 -11.48 -12.34 -37.00 3.24 - - 112 50,664,984.48 80,940,276.87
2009 25.04 23.91 24.05* 26.46 2.60 - - 260 149,105,345.03 183,475,714.03
2010 14.26 13.42 13.42* 15.06 0.79 -

11.86 
9.98 
7.85 
6.30 
6.96 
6.48 
6.15 
6.54 
7.39 
9.93 
9.56 
11.63 
10.97

- 491 308,291,988.80 419,588,547.25
2011 4.32 3.70 3.53 2.11 0.53 18.71 

15.09 
11.94 
8.97 
10.47 
10.59 
9.92 
10.80 
11.93 
18.53 
17.17 
20.87 
17.93

1,176 675,883,971.31 758,793,592.13
2012 9.93 9.31 9.11 16.00 0.61 1,540 950,046,377.00 1,044,968,031.90
2013 21.65 20.98 20.75 32.39 1.63 1,823 1,259,241,527.31 1,403,561,332.55
2014 10.59 9.99 9.76 13.69 0.94 1,913 1,338,659,044.57 1,614,090,418.39
2015 1.84 1.28 1.07 1.38 1.00 1,983 1,266,678,096.48 1,638,083,262.32
2016 6.95 6.35 6.15 11.96 0.89 2,196 1,329,320,194.32 1,800,890,893.30
2017 17.72 17.07 16.85

-0.34
21.83
-4.38

1.52 2,383 1,481,531,427.12 2,113,160,549.13
2018 0.41 -0.14 0.48 2,480 1,401,704,942.18 2,013,567,458.02
2019 18.03 17.38 17.14 31.49 2.08 2,583 1,505,375,555.14 2,333,608,905.18
2020 11.05 10.44 10.22 18.40 0.95 2,428 1,458,530,696.52 2,631,534,466.80
2021 14.96 14.32 14.09

-9.10
28.71
-18.11

1.15 1,921 1,439,757,287.98 2,957,751,865.10
2022 -8.41 -8.92 0.78 

n/a
1,739 1,156,118,739.10 2,603,780,552.47

06/30/23 7.79 7.51 7.39 16.89 1,728 1,253,067,172.61 2,819,827,128.60
Trailing Annualized Returns as of 06/30/23

1 Year 11.25 10.64 10.41 19.59
5 Year 8.12 7.52 7.31 12.31
10 Year 8.77 8.17 7.95 12.87

Composite Inception 8.95 8.16 8.13 7.21
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See additional important disclosures and composite-specific information within the GIPS Composite Reports 
for SaratogaRIM Large Cap Quality Focus (page 21) and Large Cap Quality (page 25).  
 
Saratoga Research & Investment Management (“SaratogaRIM” and “the Firm”), founded in 1995, is an SEC 
Registered Investment Advisor specializing in the construction and management of equity portfolios com-
posed of high caliber businesses utilizing an investment process built on common sense investment princi-
ples for individual and institutional investors. SEC Registration does not constitute an endorsement of the 
Firm by the Commission, nor does it indicate the advisor has attained a particular level of skill or ability. Advi-
sory services are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise 
exempt from registration.  
 
The opinions herein are those of Saratoga Research & Investment Management. The contents of this report 
are only a portion of the original material and research and should not be relied upon in making investment 
decisions. The Firm’s quarterly reports focus primarily on its equity strategies. Under no circumstance is this 
an offer to sell or a solicitation to buy securities. This material is not a recommendation as defined in Regula-
tion Best Interest adopted by the Securities and Exchange Commission. All data, information and opinions 
are subject to change without notice. Opinions and statements of a fundamental nature are geared towards 
the long-term investor. SaratogaRIM is not a tax/legal advisor and therefore assumes no liability for any tax/
legal research. Any information that is furnished to you should be thoroughly examined by a professional tax/
legal advisor.  
 
As additional peer group comparison data for the relevant period becomes available through Morningstar, sta-
tistics within the Composite Statistics pages may be updated and subsequently replaced within the version of 
this quarterly report that is published to SaratogaRIM.com. The Composite Statistics report generation date 
can be found within the footers of each Composite Statistics report. The original Quarterly Report publish date 
is located on the upper right hand corner of the Quarterly Report cover page and the main report page foot-
ers.  
 
2023 Q2 Report Charts: All charts and tables within this report are created by SaratogaRIM. Fig. 1 displays 
quarter-end sector weightings for the SaratogaRIM Large Cap Quality Focus and Large Cap Quality compo-
sites along with the S&P 500 Index using FactSet data. Fig. 2 contains four charts displaying different profita-
bility metrics for SaratogaRIM’s healthcare sector constituents (individually and combined), S&P 500’s 
healthcare constituents, and the S&P 500 Index (excluding Financials) from 2008 through 2022 (using data 
from FactSet). The SaratogaRIM and S&P figures displayed within the charts do not reflect actual market or 
composite performance, rather the metrics as labeled in the corresponding chart title. Gross profit to assets 
(GPA) is a ratio used to determine how efficiently a firm uses its assets to generate gross profits. It is calculat-
ed as gross profits divided by the firm’s total assets. Gross profits is calculated as revenues minus cost of 
goods sold. Total assets is the sum of all current and long-term assets. Return on invested capital (ROIC) ex-
cluding goodwill is a calculation used to assess the profitability of internal investments made by a company. It 
is calculated by dividing net operating profit after tax (NOPAT) by invested capital (excluding goodwill). A pre-
vious version of these charts understated Gross Profit to Assets (GP/A) and Return on Invested Capital 
(ROIC) for the S&P 500. The reason for this understatement was the inclusion of financial and insurance 
firms which do not report gross and operating profits in a comparable way to firms outside of these industries. 
This updated version (published 9/1/23) removes firms from these industries, and we believe results in a 
more accurate comparison to the companies we are invested in. Fig. 3 illustrates cumulative daily return esti-
mates calculated by FactSet utilizing month-end holdings data for the relevant period shown and may differ 
from actual performance. Ending label data points represent actual net performance and net max perfor-
mance. Past investment results are not a guarantee of future results. For further information or clarification 
regarding any of the charts or concepts within this report, please email your specific questions to InvestorRe-
lations@SaratogaRIM.com. 
 
Gross-of-fee returns are calculated gross of management, custodial and external consultant or advisory fees 
and net of transaction costs. Net-of-fee returns are calculated net of actual management fees and transaction 
costs and gross of custodian fees and external consultant or advisory fees. Prior to October 31, 2022, non-fee
-paying accounts were included in composite net-of-fee return calculations without a fee rate; per the SEC 

Disclosures 
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  Marketing Rule effective November 4, 2022, net-of-fee returns labeled “Net” now include a model fee rate of 
0.75% for all non-fee-paying accounts in the SaratogaRIM Large Cap Quality composite/1.00% in the Sara-
togaRIM Large Cap Quality Focus composite. Additionally, a separate net-of-fee return calculation has been 
added to SaratogaRIM marketing materials using the current maximum fee rate charged by SaratogaRIM for 
the corresponding composite, labeled “Net Max” (0.75% for the SaratogaRIM Large Cap Quality Com-
posite/1.00% for the SaratogaRIM Large Cap Quality Focus Composite). Calculations are available upon re-
quest. Information pertaining to the Firm’s advisory fees is set forth in SaratogaRIM’s current disclosure state-
ment, which is available upon request. Results of the SaratogaRIM Large Cap Quality Composite & the Sara-
togaRIM Large Cap Quality Focus Composite do not reflect the results of any one portfolio in those compo-
sites. 
 
Benchmarks are selected based upon similarity to the investment style of the Firm’s composites and accept-
ed norms within the industry. Benchmarks are provided for comparative purposes only and holdings of the 
Firm’s clients’ portfolios will differ from actual holdings of the benchmark indexes. Benchmarks are unman-
aged and provided to represent the investment environment in existence during the time periods shown. The 
benchmarks presented were obtained from third-party sources deemed reliable but not guaranteed for accu-
racy or completeness. Indices are unmanaged, hypothetical portfolios of securities that are often used as a 
benchmark in evaluating the relative performance of a particular investment. An index should only be com-
pared with a mandate that has a similar investment objective. An index is not available for direct investment, 
and does not reflect any of the costs associated with buying and selling individual securities or management 
fees. 
 
The S&P 500 Total Return is the total return version of the S&P 500 Index, which has been widely regarded 
as the best single gauge of large-cap U.S. equities since 1957. The index includes 500 leading companies 
and captures approximately 80% coverage of available market capitalization. (Note: A total return index as-
sumes that all dividends and distributions are reinvested.) The S&P 500 Index is a product of S&P Dow Jones 
Indices LLC (“SPDJI”), and has been licensed for use by SaratogaRIM. Standard & Poor’s®, S&P® and S&P 
500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a regis-
tered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been li-
censed for use by SPDJI and sublicensed for certain purposes by SaratogaRIM. SaratogaRIM's products are 
not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, and none 
of such parties make any representation regarding the advisability of investing in such product(s) nor do they 
have any liability for any errors, omissions, or interruptions of the S&P 500 Index. 
 
Direct clients may access their portfolio information and reports including client-specific information through 
SaratogaRIM’s Client Portal. If you are a direct client needing Client Portal access or assistance, please call 
(408) 741-2330 or email ClientService@SaratogaRIM.com. The Firm recommends that you compare your 
Saratoga Research & Investment Management reports with the ones you receive from your custodian(s). The 
custodian of record is required under current law to provide separate account statements. Market values re-
flected in the custodian’s statement and those cited in this report may differ due to the use of different report-
ing methods. To the extent that any discrepancies exist between the custody statement and this report, the 
custody statement will take precedence. Values may vary slightly because of situations such as rounding, ac-
crued interest or the timing of information reporting. A fee statement showing the amount of the Asset-Based 
fee, the value of clients’ assets on which the Asset-Based fee is based and the specific manner in which the 
Asset-Based fee was calculated are available from SaratogaRIM upon request. As a general rule, Saratoga-
RIM does not disclose private information regarding clients’ accounts unless the Firm relies on certain third 
parties for services that enable the Firm to provide its investment services to their clients. The Firm may also 
disclose nonpublic information where required to do so under law. 
 
If you wish to become a client of SaratogaRIM, you will be required to sign an Investment Advisory Agree-
ment that exclusively governs the relationship between you and SaratogaRIM. You will also be required to 
review SaratogaRIM’s most recent Privacy Notice, Form CRS, and Form ADV, which are publicly available on 
SaratogaRIM.com/documents. To receive a printed copy of the Firm’s Privacy Notice, Form CRS, or Form 
ADV, please contact Marc Crosby, President, at (408) 741-2332 or Marc@SaratogaRIM.com. 
 
© 2023 Saratoga Research & Investment Management. All rights reserved. No part of this publication may be 
reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopy, re-
cording, or any information storage and retrieval system without permission of copyright holder. Request for 
permission to make copies of any part of the work should be mailed to SaratogaRIM, Attn: Marc Crosby, P.O. 
Box 3552, Saratoga, CA 95070.                                                                 Cover page artwork by Scott Pollack 
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SaratogaRIM.com

Saratoga Research & Investment Management 
14471 Big Basin Way, Suite E | Saratoga, CA 95070 

(408) 741-2330 | Contact@SaratogaRIM.com 


	8.pdf
	Blank Page
	Blank Page

	8.pdf
	Blank Page
	Blank Page




