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or Stephen Yacktman, chief inveStment of-

ficer and portfolio manager at Yacktman asset 
management, the decision about which stocks to 
invest in, or whether to invest in stocks at all, rests 
largely on price. if he likes a company and its stock 
fits his valuation and quality parameters, it may be 

a good candidate for purchase. But if stock prices are exceeding 
his comfort zone, he is fine with sitting things out. 

the latter conviction is the main reason that the amG Yack-
tman fund, the firm’s flagship offering, had nearly one-quarter 
of its assets in cash at the end of 2017. Since the end of 2011, the 
Standard & poor’s 500 has more than doubled, while earnings 
have increased at a fraction of that pace. Using price-earnings 
multiples as a yardstick, the index is trading at one of its high-
est levels in history. 

“We would not find it prudent to lower our standards to 
stretch for returns,” he told shareholders in a report issued late 

last year. “We believe there is far too little focus on risk today, 
and many will eventually be disappointed by the results that 
markets will achieve over the next decade.” 

Yet despite the frothy market, there have been times the fund 
has seen buying opportunities. that happened in the late 1990s, 
when prices of tech stocks climbed to dizzying levels while 
value stocks remained relatively cheap and out of favor. Because 
the fund loaded up on those value stocks and remained fully in-
vested, it was able to produce strong double-digit annualized 
returns between 2000 and 2009, while the S&p 500 sank. 

But there are other times, such as 2007-2008 and today, 
when the rising market tide has lifted almost all stock boats. 
When that happens, the fund raises cash levels because quality 
bargains are much more difficult to find. 

Yacktman’s willingness to sit things out is an anomaly in the 
world of mutual funds, which almost always have a mandate to 
stay fully invested in their respective asset classes. and while 
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When Yacktman doesn’t find stocks he likes,  
he may sometimes invest in high-yield bonds. he 
made one such investment in the debt of beauty 

products company Avon. 

upside/downside Capture 
(Three-year, ratio vs. S&P 500)

upside 72.39

Downside 81.04

As of 12/31/2017. Source: Morningstar

Fees And expenses

Expense ratio 0.76%

Deferred load none

Minimum investment $100,000

Source: Morningstar

Ten-Year MPT Statistics

r-Squared 80.16

beta 0.89 

Alpha 3.10

relative to the S&P 500 index. As of 12/31/2017. 
Source: Morningstar

poorly in 2017 because of disappointing 
earnings, the company’s bonds were sell-
ing at a hefty discount. Yacktman bought 
them, and they offer attractive interest 
payments that avon is well prepared to 
sustain over the long term. 

the fund’s adaptable, wait-it-out ap-
proach reflects Yacktman’s long tenure 
at the firm, which his father, Donald 
Yacktman, founded in 1992 after spend-
ing 10 years managing Selected american 
Shares. Stephen, one of Donald’s seven 

he acknowledges that having a cash 
hoard can be a drag on returns in expen-
sive markets that keep going up, he be-
lieves it makes sense over the long term.

“Sure, expensive markets can get more 
expensive,” he says. “But our goal is to 
invest over a full market cycle, not for 
the next couple of months or years. and 
it’s better to keep money in cash than to 
lose money.” When managers are fully in-
vested, he adds, they may be forced to sell 
stocks to meet redemptions amid the de-
scending price cascade of a down market. 

maintaining high cash levels also 
means that when stocks become cheap 
again, his fund can be an aggressive and 
active bargain buyer. 

Several charts on the firm’s website 
underscore its ability to beat the pack in 
difficult times. in the two years follow-
ing the market peak in march 2000, for 
example, the amG Yacktman fund de-
livered an annualized return of 25.47%, 
while the S&p 500 fell 12.52%. follow-
ing the market peak in october 2007, the 
fund’s two-year annualized return was 
4.05%, while the index fell 15.17%. its 
resilience in down markets is one rea-
son the fund has been a top performer in 
morningstar’s large blend category over 
the last 10- and 15-year periods. 

But the last few years have been more 
challenging ones for the fund. “this fund’s 
recent results continue to suffer as man-
agers Stephen Yacktman and Jason Sub-
otky refuse to chase stocks in what they 
consider to be an expensive market,” 
wrote morningstar analyst kevin mcDe-
vitt in a report issued late last year. “Such 
discipline has served the fund well over 
the long term, but it has meant missing 
out on a big chunk of the market’s gains 
following the mid-2011 correction.” none-
theless, morningstar assigns the fund four 
stars and a “Gold” rating for its patient 
and disciplined investment approach. 

not all shareholders, though, have been 
willing to wait things out. in 2014, the 
fund had $13.5 billion in assets, up from 
$300 million just five years earlier. Yet as 
of late last year, its asset base stood at only 
around $9 billion. a similar story unfold-
ed for the amG Yacktman focused fund, 

which has $4.5 billion in assets, down 
from $11.6 billion at the beginning of 2014. 

Yacktman says many of those who left 
were performance chasers who didn’t re-
ally understand what the fund was about. 
co-manager Jason Subotky stresses that 
it’s important for investors in this fund 
to understand its unique ebbs and flows 
and to hang in for a full market cycle to 
truly appreciate its value. 

“We’re not trying to get the highest 
returns in expensive markets,” Subotky 
says. “our shareholder base expects us to 
manage risk and perform well during dif-
ficult periods.”

looking For Consistency
Like its allocation parameters, Yack-

tman’s stock picking approach is also 
fluid. While the goal is to buy high-qual-
ity companies at low prices, the fund’s 
holdings often straddle the growth-at-
a-reasonable-price and value camps. De-
pending on pricing and other factors, its 
purchases may lean toward one end of 
that spectrum or the other. 

over the last few years, the emphasis 
on value and pricing has risen as high-
quality growth stocks have gotten more 
expensive. even among these bargains, 
the managers like to see a company enjoy 
high market share, high cash return on as-
sets, relatively low capital requirements, 
reasonable debt, and unique franchises. 
the fund also likes a company’s manage-
ment to be friendly to shareholders—to 
reinvest in its business, make synergistic 
acquisitions and pursue stock buybacks. 

When Yacktman doesn’t find stocks 
he likes, he may sometimes invest in 
high-yield bonds. he made one such in-
vestment in the debt of beauty products 
company avon. While avon’s stock fared 

3-year  Below Average low

5-year Below Average low

10-year high  Below Average

relative to the fund’s Morningstar category.  
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are steadier and more predictable than 
those of other industries. “it’s often an 
underpriced and unexciting area of the 
market and a good place to be when ev-
erything else is so expensive,” says Yack-
tman. his holdings in this group include 
procter & Gamble and pepsico. With 
its strong frito-Lay business, the latter 
company, he believes, “probably has the 
best positioning of any large packaged 
food company in the world.” 

the fund has added a few international 
stocks in the last couple of years because 
the managers believe these offer a better 
value than comparable stocks in the U.S. 
one top fund holding is Samsung, which 
trades on the South korean exchange. it’s 
“cheap compared to oracle or microsoft,” 
says Yacktman. While the stock has ap-
preciated substantially over the last year, 
the company’s earnings have increased 
substantially as well. Shares also remain 
relatively inexpensive, especially in light 
of Samsung’s substantial excess cash.

one of the benefits enjoyed by the un-
dervalued and underappreciated compa-
nies his team looks for is that sometimes 
they become acquisition targets. that 
happened in mid-December 2017, when 
the Walt Disney company announced a 
deal to buy most of the assets of longtime 
Yacktman fund holding 21st century fox 
for $52 billion in stock. investors have 
worried about the future of traditional 
media companies, which are battling the 
likes of netflix and hulu, but Yacktman 
and Subotky believed investors were over-
looking fox’s valuable international assets 
such as Star, the leading media company in 
india, and its 39% ownership of Sky. 

these are not part of high-cost U.S. 
television bundles and do not get hurt 
when U.S. consumers cancel their cable 
subscriptions. “post close, Disney will 
be the best positioned traditional media 
company with a significantly improved 
global position,” says Yacktman. “the 
remaining fox assets include fox news, 
fox Sports and its network and televi-
sion station businesses. these assets 
could generate more than $2 billion in 
annual free cash flow.” 

children, joined the firm in april 1993 
as an analyst soon after graduating from 
Brigham Young University. he served as 
co-manager for the amG Yacktman fund 
and amG Yacktman focused fund begin-
ning in 2002, and in 2006 he was named 
co-chief investment officer and senior 
vice president of the firm. in early 2013, he 
took over as chief investment officer. his 
father, now in his mid-70s, continues to 
work at the firm and contribute ideas.

While the fund’s strategy has remained 
fairly consistent over the years, Stephen, 
now 47, has initiated some changes. the 
firm used to assign analysts to specific in-

dustries, but found that doing so led to an 
industry bias. now, analysts take a more 
generalist approach. the fund also owns 
more technology stocks than it did years 
ago, when the sector consisted of more 
volatile stocks and companies with errat-
ic cash flows. and it has de-emphasized 
stocks of large banks, whose financial 
reports may not always reveal the full ex-
tent of the risks they are taking. 

one thing that has not changed much 
over the years is that a large chunk of 
assets is dedicated to consumer staples 
companies, which the managers like be-
cause the cash flows of these companies 

opinions and estimates contained in this article are subject to change without notice, as are statements of financial market trends, 
which are based on current market conditions. This article originally appeared in the February 2018 issue of Financial Advisor Magazine. 
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The AMG Yacktman Fund’s portfolio consisted of 31.7% cash as of June 30, 2018. 
The Fund had assets under management of $7.6 billion as of June 30, 2018.

The performance information shown for periods prior to June 29, 2012 is that 
of the predecessor to the Fund, the Yacktman Fund, which was reorganized 
into the Fund on June 29, 2012, and was managed by Yacktman Asset 
Management LP with the same investment objective and substantially similar 
investment policies as those of the Fund.

The Fund is subject to the risks associated with investments in debt 
securities, such as default risk and fluctuations in the perception of the 
debtor’s ability to pay its creditors. Changing interest rates may adversely 
affect the value of an investment. An increase in interest rates typically 
causes the value of bonds and other fixed income securities to fall.

High-yield bonds (also known as “junk bonds”) may be subject to greater 
levels of interest rate, credit, and liquidity risk than investments in higher 
rated securities. These securities are considered predominantly speculative 
with respect to the issuer’s continuing ability to make principal and interest 
payments. The issuers of the Fund’s holdings may be involved in bankruptcy 
proceedings, reorganizations, or financial restructurings, and are not as 
strong financially as higher-rated issuers.

Investments in international securities are subject to certain risks of overseas 
investing including currency fluctuations and changes in political and 
economic conditions, which could result in significant market fluctuations.

The Fund is subject to risks associated with investments in mid-capitalization 
companies such as greater price volatility, lower trading volume, and less 
liquidity than the stocks of larger, more established companies

The Fund is subject to risks associated with investments in small-

AMG Yacktman Fund (YACKX) 07/06/92 2.89 12.55 10.37 9.25 12.74 0.76

S&P 500 Index 2.65 14.37 11.93 13.42 10.17 –

AMG Yacktman Fund - 
Investors should carefully consider the Fund’s investment objectives, risks, charges and expenses before investing. 
For this and other information, please call 800.835.3879 or visit amgfunds.com to download a free prospectus. Read it 
carefully before investing or sending money.

Average Annual Returns (As of 06/30/18)

capitalization companies, such as erratic earnings patterns, competitive 
conditions, limited earnings history and a reliance on one or a limited 
number of products.

A short-term redemption fee of 2% will be charged on shares held for less 
than 60 days.

The S&P 500 Index is a capitalization-weighted index of 500 stocks. The 
S&P 500 Index is designed to measure performance of the broad domestic 
economy through changes in the aggregate market value of 500 stocks 
representing all major industries.

Unlike the Fund, the S&P 500 Index is unmanaged, is not available for 
investment and does not incur expenses.

Morningstar Analyst Rating for Funds is the summary expression of 
Morningstar’s forward-looking analysis of a fund. Morningstar analysts assign 
the ratings on a five-tier scale with three positive ratings of Gold, Silver, and 
Bronze, a Neutral rating, and a Negative rating.  The Analyst Rating is based 
on the analyst’s conviction in the fund’s ability to outperform its peer group 
and/or relevant benchmark on a risk-adjusted basis over the long term. If a 
fund receives a positive rating of Gold, Silver, or Bronze, it means Morningstar 
analysts think highly of the fund and expect it to outperform over a full 
market cycle of at least five years.  Morningstar evaluates funds based on 
five key pillars--Process, Performance, People, Parent, and Price--which 
its analysts believe lead to funds that are more likely to outperform over 
the long term on a risk-adjusted basis. Analysts assign a rating of Positive, 
Neutral, or Negative to each pillar.  A Gold rating reflects a “Best-of-breed 
fund that distinguishes itself across the five pillars and has garnered the 
analysts’ highest level of conviction.”

Morningstar Risk is a proprietary Morningstar data point.  It involves an 

The performance data shown represents past performance. Past performance is not a guarantee of future results. Current performance may be lower 
or higher than the performance data quoted. The investment return and the principal value of an investment will fluctuate so that an investor’s shares, 
when redeemed, may be worth more or less than their original cost. For performance information through the most recent month end, please call 
800.835.3879 or visit our website at amgfunds.com.

Inception 
Date YTD 1Yr 3Yr 5Yr 10Yr Expense 

Ratio

Holding 

% of Net Assets

Procter & Gamble Co 

8.01

Twenty-First Century Fox Inc, Class B 

5.22

Samsung Electronics Co Ltd Preferred 

5.09

PepsiCo Inc 

4.94

Johnson & Johnson 

4.63

Coca-Cola Co 

4.61

Oracle Corp 

4.58

Twenty-First Century Fox Inc 

3.59

Microsoft Corp 
2.98

Bollore SA 

2.24

TOTAL % 

45.89

Top Ten Holdings1 (%) (As of 06/30/18)

1 Mention of a specific security should not be considered a recommendation to buy or a solicitation to sell that security. Holdings are subject to 
change.



assessment of the variations in a fund’s monthly returns, with an emphasis 
on downside variations, in comparison to similar funds.  In each Morningstar 
Category, the 10% of funds with the lowest measured risk are described as 
Low Risk, the next 22.5% Below Average, the middle 35% Average, the next 
22.5% Above Average, and the top 10% High. Morningstar Risk is measured 
for up to three time periods (three, five, and 10 years).  

Morningstar Return is an assessment of a fund’s excess return over a risk-free 
rate (the return of the 90-day Treasury bill) in comparison to similar funds. In 
each Morningstar Category, the top 10% of funds earn a High Morningstar 
Return, the next 22.5% Above Average, the middle 35% Average, the next 
22.5% Below Average, and the bottom 10% Low. Morningstar Return is 
measured for up to three time periods (three-, five-, and 10-years).  Past 
performance is no guarantee of future results.

© 2018 Morningstar, Inc. All Rights Reserved. Some of the information 
contained herein: (1) is proprietary to Morningstar and/or its content 
providers; (2) may not be copied or distributed; and (3) is not warranted to be 
accurate, complete or timely. Neither Morningstar, its content providers nor 
the AMG Funds are responsible for any damages or losses arising from any 
use of this information. Past performance is no guarantee of future results.

Standard deviation is a statistical measure of the range of an investment 
portfolio’s performance. A high standard deviation suggests a wider range of 
returns and indicates that there is a greater potential for volatility.

The Sharpe ratio is a risk-adjusted measure developed by William Sharpe. 
It is calculated using standard deviation and excess return to determine 
reward per unit of risk. The higher the Sharpe ratio, the better the portfolio’s 
historical risk-adjusted performance.

R-squared ranges from 0 to 100 and reflects the percentage of a portfolio’s 
movements that are explained by movements in its benchmark index. A 
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portfolio with an R-squared of 100 means that all movement is completely 
explained by benchmark index movement. Thus, a portfolio that invests only 
in S&P 500 stocks will have an R-squared very close to 100. Conversely, a low 
R-squared indicates that very little of the portfolio’s movement is explained 
by benchmark movement.

Beta, which is a component of Modern Portfolio Theory, measures a portfolio’s 
sensitivity to market movements. Specifically, it measures the relationship 
between the portfolio’s excess return over T-bills (representing a risk-free rate) 
relative to the excess return of the portfolio’s benchmark. By definition, the 
beta of the benchmark is 1.00. A low beta does not imply that the portfolio has 
a low level of volatility; rather, a low beta means that the portfolio’s market-
related risk is low. Beta is often referred to as systematic risk.

Alpha is a measure of performance on a risk-adjusted basis. The performance 
of a security or mutual fund is adjusted for its volatility (price risk) and 
compared to a benchmark index. The excess return of the security or fund 
relative to the return of the benchmark index is a fund’s alpha.

The upside capture ratio is a measure of a manager’s performance in up 
markets relative to a particular benchmark. An up market is one in which the 
market’s quarterly (or monthly) return is greater than or equal to zero. For 
example, a ratio of 50% means that the portfolio’s value increased half as 
much as its benchmark index during up markets.

The downside capture ratio measures a manager’s performance in down 
markets relative to a particular benchmark. A down market is one in which 
the market’s quarterly (or monthly) return is less than zero. For example, 
a ratio of 50% means that the portfolio’s value fell half as much as its 
benchmark index during down markets.

AMG Funds are distributed by AMG Distributors, Inc., a member of FINRA/SIPC.


