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EXECUTIVE SUMMARY

FIRM INTRODUCTION
Ensemble Capital Management, founded in 1997, is a 100% employee-owned San Francisco-based investment firm with over $1.6 billion of
institutional and high-net-worth assets under management. The firm offers separately managed accounts and the Ensemble Fund (ENSBX)
as investment vehicles for the concentrated equity strategy, comprising $1.2 billion in assets. In addition to active investment management
offerings, Ensemble Capital provides tailored wealth management solutions and philanthropic planning services to clients.

STRATEGY INTRODUCTION
The strategy represents a long-only equity offering that invests in competitively-advantaged businesses which can be purchased at compelling
prices based on their long-term earnings potential. It is a high-conviction, concentrated, unconstrained strategy with a benchmark agnostic
portfolio construction. Central to the security analysis is verifying the existence and sustainability of a company’s moat. These competitive
advantages have the most influence on rates of return on invested capital over time. High returns on invested capital, which are far more
persistent than high growth rates, result in more distributable cash per dollar of reported earnings.

ALIGNMENT
Sean Stannard-Stockton, President and Chief Investment Officer, has the majority of his invested net worth in the strategy.

o 15 to 30 securities, primarily mid-to-large company 
equities, that are traded on U.S. exchanges

o Characterized by competitively advantaged business models 
rather than by simplistic growth and value characteristics

o Higher than average tangible returns on invested capital
o Portfolio weightings driven by the degree of confidence in 

the long-term business model, and discount to fair value

o Individual holding weights ranging from 1% to 10%
o Disciplined framework of target weights and maximum 

weights at both cost and market
o Cash is a residual of the investment process; there is never a 

target percentage for cash nor a mandate to be fully invested
o Active share generally >90%

PORTFOLIO EXPECTATIONS
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INVESTABLE

MANAGEMENT MOAT

FORECASTABLE

Complexity
trap?

Stewardship
trap?

Commoditization
trap?

VALUE CREATION
Does management understand and 
execute on creating economic value?

CAPITAL ALLOCATION
Does management thoughtfully 
weigh dividends, buybacks, M&A, 
and debt repayment?

INTEGRITY

CULTURE

STAKEHOLDER ANALYSIS

ROIC & GROWTH FOCUS

VISIONARY/OPTIMIZER

DURABILITY
How likely will the moat be intact 
in 10 years?

RELEVANCE
How likely will customers value 
the product/service in 10 years?

IDIOSYNCRATIC BUSINESS

PRICING POWER
REINVESTMENT MOAT VS
LEGACY MOAT

EMERGING MOAT

UNDERSTANDABLE
Do the business dynamics of the 
company match our investment 
team’s expertise?

FORECASTABILITY
Does the business lend itself to 
accurate forecasting of long-term 
outcomes?

TARGET INVESTMENT PHILOSOPHY
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Razor

Blade
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Mission Statement: “Improving Patient Outcomes and 
Reducing the Cost of Care.”

Guiding Principles: 
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Market reaction focused on

• CEO comments: 
“Since I was a kid, I’ve been an enthusiast of  
audiophile equipment.”
“I wish I could share with you our vision of  where 
we’re going with this.” 

• Lack of  cost synergies
• Move into more competitive consumer 

wearables landscape
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More to the story

• Convergence of  medical device and consumer 
wearables

• New category for over-the-counter hearing aids in the 
US 

• Masimo’s expertise is signal extraction technology 
• Unlike consumer-first competitors Masimo has proven 

track record and built trust in hospital setting
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Bonus optionality – Apple royalty

• In 2020, Masimo sued Apple for patent infringement  
related to pulse oximetry for Apple Watch sensors

• Separate suit with International Trade Commission
• Claim starts with the Apple Watch 6, which includes a 

pulse oximeter
• Masimo has won settlements from Medtronic and 

Philips 
• Even a small royalty on each Apple Watch would be 

material for Masimo’s bottom line
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Bottom line

• Legacy Masimo razor-and-blade business alone appears 
undervalued at current prices
– 10% revenue growth to 2031
– 70% gross margin
– 30% operating margin
– Current P/E of  30x

• Large growth opportunity in telehealth to improve 
patient outcomes and lower systemwide costs
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Q&A

@intrinsicinv
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DISCLOSURES
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DISCLOSURES

Ensemble Capital is an SEC registered investment adviser; however, this does not imply any level of skill or training and no inference 
of such should be made. This content is being provided for informational purposes only. The opinions referenced herein are as of the 
date of publication and are subject to change without notice and due to changes in the market or economic conditions may not 
necessarily come to pass. Nothing contained herein should be construed as a comprehensive statement of the matters discussed,
considered investment, financial, legal, or tax advice, or a recommendation to buy or sell any securities, and no investment decision 
should be made based solely on any information provided herein. Ensemble Capital does not become a fiduciary to any reader or
other person or entity by the person’s use of or access to the material. The reader assumes the responsibility of evaluating the merits 
and risks associated with the use of any information or other content and for any decisions based on such content.

All investments in securities carry risks, including the risk of losing one’s entire investment. Investing in stocks, bonds, exchange 
traded funds, mutual funds, and money market funds involve risk of loss. Different types of investments involve varying degrees of 
risk, and there can be no assurance that any specific investment will be profitable or suitable for a particular investor's financial 
situation or risk tolerance. Some securities rely on leverage which accentuates gains & losses. Foreign investing involves greater 
volatility and political, economic and currency risks and differences in accounting methods. Future investments will be made under 
different economic and market conditions than those that prevailed during past periods. Past performance of an individual security is 
no guarantee of future results. Past performance of Ensemble Capital client investment accounts is no guarantee of future results. In 
addition, there is no guarantee that the investment objectives of Ensemble Capital’s core equity strategy will be met. Asset allocation 
and portfolio diversification cannot ensure or guarantee better performance and cannot eliminate the risk of investment losses.

As a result of client-specific circumstances, individual clients may hold positions that are not part of Ensemble Capital’s core equity 
strategy. Ensemble is a fully discretionary adviser and may exit a portfolio position at any time without notice, in its own discretion. 
Ensemble Capital employees and related persons may hold positions or other interests in the securities mentioned herein. Employees 
and related persons trade for their own accounts on the basis of their personal investment goals and financial circumstances.

Some of the information provided herein has been obtained from third party sources that we believe to be reliable, but it is not
guaranteed. This content may contain forward-looking statements using terminology such as "may", "will", "expect", "intend", 
"anticipate", "estimate", "believe", "continue", “potential” or other similar terms. Although we make such statements based on 
assumptions that we believe to be reasonable, there can be no assurance that actual results will not differ materially from those 
expressed in the forward-looking statements. Such statements involve risks, uncertainties and assumptions and should not be 
construed as any kind of guarantee.
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