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In a short interview, John Malooly
reflects on the turning points in his
career and how he’s seen small-cap
markets change over time.

WALK US THROUGH A TURNING POINT IN YOUR
INVESTMENT CAREER AND HOW THAT SHAPED YOU.

In 2014, my strategy lagged the benchmark, and |
thought it should have been a good year for outperfor-
mance. However, a key aspect of Wasatch's culture is that
we're a learning organization. If you make a mistake,
you're encouraged to analyze it and learn from it. When |
looked back at the portfolio, | had invested in a few com-
panies that | felt had a good risk/return profile. These busi-
nesses were expected to see improving fundamentals as
they launched new products or changed strategy. But |
didn't think the management teams were exceptional. The
stocks of these companies were the underperformers.

For me, the experience underscored the management
team's importance to a company's long-term success.
From that point on, | placed greater emphasis on the qual-
ity of management teams in my analysis and not dipping

in quality when the market gets expensive.

WHAT'S AN IMPORTANT ASPECT OF SMALL-CAP
MARKETS THAT HAS CHANGED DURING YOUR CAREER?

The small-cap market is much more efficient than it

was 20 years ago. There's a lot more information out there
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on each company, and that information is digital, so inves-
tors can access it quickly. It forces us to be thoughtful,
long-term investors. When we meet with management
teams, we must make the most of it and ask questions
that help us determine if the company will be a good
three- to five-year investment.

WHAT ADVICE WOULD YOU OFFER TO SOMEONE WHO
IS JUST STARTING AN INVESTMENT CAREER?

Build a base of knowledge. When you're starting out, |
think working in a team environment with ethical people
you trust is more important than salary or title. | would
also say that when I've lost money in a stock it's usually
the result of being too optimistic. When I've missed oppor-
tunities, it's been due to a lack of imagination. For a small
company to get really big, it's almost always doing some-
thing new and different.

IF YOU HAD TO PICK A FAVORITE SECTOR TO INVEST
IN, WHICH WOULD YOU CHOOSE AND WHY?

| like health care, especially the medical-device space.
The process of developing intellectual property, taking a
product through clinical trials and receiving FDA approval
creates high barriers to entry for companies in these in-
dustries. | also like these industries because they allow for
in-depth research. | can talk to physicians and end users of
the product to understand how it fits into their practice or
daily life. | can find out what they like or don't like about a
product and get a sense of how much economic value it
adds.



HOW DO YOU DEFINE A GREAT BUSINESS?

| think it's a company that combines valuable intellec-
tual property with a strong culture, sound strategy and a
great business model. A great business also requires a
strong management team. The company must not only
create significant value for its customers, but it has to
capture that value. A company can make the greatest
widget, but it's not a great business unless it captures the
economic value from it.

HOW DO YOU TYPICALLY DIG IN AND BEGIN
RESEARCHING A NEW COMPANY?

| make a point to do my own analysis first, without get-
ting biased by sell-side research reports. Also, | start off
with a healthy dose of skepticism. | read through the 10-Q
and 10-K and listen to presentations from management,
but | keep in mind that the company is skilled in presenting
its best image.

As part of that fundamental research, | always try to
talk to an expert who isn't part of the management team.
That might be a former employee, competitor or broader
industry expert. | want to talk to someone outside the firm
who understands the company's strategy.

YOU'RE AN AVID NONFICTION READER. WHAT ARE A
FEW OF YOUR FAVORITE BOOKS?

How to Build a Car would have to be on the list. It was
written by Adrian Newey, who is one of the most famous
Formula 1 car designers. It was fascinating to read how he
kept a long-term focus on precisely what he wanted to do
and to learn about all the steps—often lateral career
moves—that he took to get there. His career wasn't about
always moving forward, but more about working hard and
finding the right positions and opportunities so he would
be very good at what he wanted to do in the long term.
The chapter on Ayrton Senna is especially well written, and

it displays his intelligence and passion.

To Conquer the Airis another favorite. It's the story of
the Wright brothers. When you look at their budget and
bootstrapped efforts, they were real underdogs in becom-
ing the first to flight. They had to teach themselves to be
aeronautical engineers because there wasn't such a field
back then. It shows how one can have an advantage by
asking the right questions to define the problem at hand.
They took a systematic approach and defined the problem
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“When you're starting out, I think
working in a team environment with
ethical people you trust is more
important than salary or title.”

as "controlled, powered flight" as opposed to simply “pow-
ered flight." This is a bit surprising until you realize that
they knew from the start that one of them was going to
be behind the controls—instead of a hired pilot. That draws
parallels to investing in some ways, having a sense of own-

ership and the innate responsibility over the outcome.

An additional favorite is Ship of Gold in the Deep Blue
Sea, which is about a professional treasure hunter, Tommy
Thompson. He goes to great lengths to look in areas of the
ocean where no one else has. The book teaches lessons
about asking the right questions and framing situations in
the right way so that you can come out ahead.

WHAT ARE YOUR FAVORITE HOBBIES?

| like to get out and hike in the wilderness whenever |
can. It clears my head and is a good way to get some exer-
cise. | also enjoy cooking and socializing around food.

DO YOU HAVE A FAVORITE TYPE OF CUISINE?

Most cuisine is tied to the fresh ingredients of their ge-
ography, and when you're not in those places it's tough to
mimic. At the end of the day, | like to take a simple ap-
proach with what's available—use high-quality, local ingre-
dients when possible and cook them thoughtfully, ideally

over an open flame.

IS THERE ANYTHING ELSE OUTSIDE OF YOUR CAREER
THAT OUR CLIENTS SHOULD KNOW ABOUT YOU?

| work hard, and | believe in finishing a job you start. |
had some tough jobs in college. | worked in a canning fac-
tory one summer and worked the swing shift at a paper
mill another summer. It was difficult work and meant long
hours, but it taught me the importance of working hard,
not taking shortcuts and prioritizing outcomes that will

make a difference.



RISKS AND DISCLOSURES
CFA® s a trademark owned by the CFA Institute.

Information in this document regarding market or economic trends, or the factors influencing historical or future performance, re-
flects the opinions of management as of the date of this document. These statements should not be relied upon for any other pur-
pose. References to individual companies should not be construed as recommendations to buy or sell shares in those companies.

Investing involves risk, including the potential loss of principal.

Wasatch Advisors LP, trading as Wasatch Global Investors, ARBN 605 037 909 is requlated by the U.S. Securities and Exchange Com-
mission under U.S. laws which differ from Australian laws. Wasatch Global Investors is exempt from the requirement to hold an Aus-
tralian financial services licence in accordance with class order 03/7100 in respect of the provision of financial services to wholesale
clients in Australia.

wasatchglobal.com



