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TWST: Please start with an introduction to your firm and 

your role there.
Mr. Tharakan: I’m the Co-Founder of Alamar Capital, located 

in Santa Barbara, California. I started the firm in 2010, with my partner, 
John Murphy. We manage investments for a diverse group of individuals 
and institutions in a separate account format. I’m also the Chief Investment 
Officer, and I manage the Alamar Equity portfolios of the firm.

We are very tax efficient; our average holding period is five 
years. We invest in long-term compounding machines. I was the initial 
client of the firm managing my personal savings, and I remain the largest 
client in our equity strategy to this day. Both John and I are fully aligned 
with our clients’ investments. I started my professional career as a 
microprocessor designer at Intel and left to become an investor. I have 
been investing professionally since 1997.

TWST: Give us a closer look at your investment approach 
and the research methodologies that guide you.

Mr. Tharakan: We typically invest in anywhere from 35 to 50 
stocks, and use a very long-term approach for investing. Our average 
holding period is about five years. We invest across all capitalizations, 
from about $1 billion all the way up to $200-plus billion in value. A client 
who joined us in the beginning, when we started in 2010, would now have 
made over five times their initial investment.

We typically purchase profitable, growing companies, 
reasonably priced, with great prospects and strong secular growth, across 
all sectors. We have investments in consumer, financials, technology, and 
healthcare, all with varying capitalizations.

We avoid what I call cocktail names. That means, for example, 
during our entire 11-year history we have never purchased Apple 
(NASDAQ:AAPL), Amazon (NASDAQ:AMZN), Facebook 
(NASDAQ:FB), Google (NASDAQ:GOOG), Microsoft 
(NASDAQ:MSFT), Netflix (NASDAQ:NFLX) or Tesla 
(NASDAQ:TSLA). I call these the cocktail names because everybody 
knows and brags about them at cocktail parties. These are great companies 
and have been fantastic investments, but we are not sure what value we 
bring to the table if every mutual fund, hedge fund and index fund owns 
these stocks in large amounts. Moreover, they are widely followed on 
Wall Street with over 30 analysts covering each of these stocks, analyzing 
and critiquing every single action of company management.

Yet despite never owning these fabulous companies, we have 
done very well. Morningstar recently ranked us amongst managers in our 
peer group, and we were awarded five stars in all time periods. And we’ve 
done it with less risk; so higher return with less risk. There’s a terminology 
in our industry called alpha, which is an expression for risk-adjusted return. 
And our alpha since inception has been over 300 basis points per year.

TWST: What’s your broad view of the market looking 
forward into 2021? What are the sectors, subsectors and any 
specific stocks that that look best, and you might soon be adding to 
your portfolio?

Mr. Tharakan: I think this year will be a very good year in terms 
of profits and earnings growth, which is what we look for. Profit growth 
should be strong, because of the fiscal and monetary stimulus and the 
vaccines now coming out. So I think it will be a very good year as far as 
growth in profits. The stock market, on the other hand, could be positive 
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this year, but it won’t be as good as last year, in my opinion. We’ll still be 
able to find opportunities to make money. We’re looking at quite a few 
sectors and stocks in this environment which we think will do well.

TWST: Which are particular sectors that you think might 
prosper in 2021?

Mr. Tharakan: One area we like a lot is security software, 
given all the hacking and security problems that have been going on 
over the last few months. And 
actually, it’s been going on for 
years. This will become even more 
important going forward. And I 
expect that a lot of enterprises and 
governments will be allocating a 
good chunk of their IT budgets 
towards shoring up their defenses, 
and making sure they do not get 
hacked. So security software is 
going to be a very good area.

We also like healthcare. 
In particular, we like healthcare 
insurance. We also like property 
casualty insurance, which will be 
very good in this environment. 
Another area we like is payments, 
an area we have invested in for 
years. So those are the three broad 
areas we like: insurance, payments 
and security software.

TWST: Can you name 
any of your top-rated picks 
within those subsectors?

Mr. Tharakan: For 
insurance, one of our long-term 
holdings is Centene (NYSE:CNC), 
a healthcare insurance company. 
We have owned that stock now for 
11 years — since we started the firm. And it’s now up roughly 12 times 
our initial purchase price. The company has a very good management 
team, and we continue to like it even today.

TWST: What differentiates Centene from its peers? 
Mr. Tharakan: Well, there isn’t that much competition. There 

are just a few companies that do what they do. They started off as a very 
small regional company based in St. Louis, Missouri, and they have now 
become a nationwide health insurance provider. There are very few 
companies that offer health insurance nationwide. There’s Cigna 
(NYSE:CI), Aetna (NYSE: CVS), Anthem (NYSE:ANTM), United 
Healthcare (NYSE:UNH) and Centene.

Healthcare costs are one of the biggest problems state 
governments are facing. And although states have tried very hard to 

reduce their expenses in that area, it’s very difficult for a state to tackle. 
So they need to outsource it to professional companies like Centene, 
who find places to cut back on healthcare costs, and be more efficient.

Healthcare is a very inefficient sector in terms of cost, waste 
and misallocation of resources. We feel the primary avenue to reduce 
costs is information; you need access to large datasets across the health 
spectrum. For example, which are the best hospitals that provide the best 

results for a particular surgical 
procedure, risk-adjusted; who are 
the best doctors who can provide 
similar or better results for a lower 
price; can an expensive drug be 
replaced with a cheaper therapy; 
and so on.

So it’s a tremendous 
information game. And it’s very 
difficult for a state or a company to 
figure all this out. It’s best left to 
insurance providers because they 
alone have all the relevant 
information. And there are just a 
few of them with access to this 
whole spectrum of data to help 
states and employers drive costs 
down. This will become an 
increasingly bigger problem going 
forward, as healthcare costs eat up 
a larger share of the wallet.

Another investment is in 
the payment space. We’ve owned 
PayPal (NASDAQ:PYPL) ever 
since the company went public five 
years ago. We have now made over 
six times our investment since then. 
We continue to own it today, and 
believe it should do very well going 

forward. In the security software area, a company we own is Fortinet 
(NASDAQ:FTNT). We have owned this for about four years and we’ve 
made about five times our investment since we first invested in that 

company. We predict it will become increasingly important for the 
services they provide given what’s going on with the widespread Russian 
hack recently.

TWST: What are sectors or stocks that were punished 
during the worst of the COVID crisis that look especially well-
valued now, and where you see most growth opportunity in 2021?

Mr. Tharakan: We used to have a significant investment in 
airlines and cruise lines. We had roughly 10% of our portfolio in 
airlines and cruise lines back in 2017, before COVID happened. We 
sold all of them by 2018. That would be an area that will come back, 

“One area we like a lot is security software, given all the hacking and security problems 
that have been going on over the last few months. And actually, it’s been going on for 
years. This will become even more important going forward.”
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especially once people get confident about travel and the vaccines are 
distributed. When travel comes back, airlines, cruise lines, and hotels 
will all benefit. We currently don’t have any investments in any of 
those areas, but we are looking for potential investments. It depends 
entirely on how the vaccine rolls out.

TWST: Are there any other trends and themes that were 
most impactful in the past year that might affect your upcoming 
investment choices? 

Mr. Tharakan: Work from home, remote learning, security, 
SAAS software, and payment systems — all are getting revolutionized, 
led by PayPal and a few other companies. It is something that’s going to 
continue as the entire system gets upgraded or disrupted. That’s what we 
expect, and what we’re banking on.

We first owned Visa (NYSE:V), made roughly 4 times our 
investment and then switched to PayPal. Some of these may be much 

smaller companies, but they have come up with really innovative 
technologies that are going to completely disrupt the incumbents because 
it’s very difficult for incumbents to embrace disruptive change.

When I was at Intel (NASDAQ:INTC), the management kept 
emphasizing that we have to disrupt ourselves. If we do not disrupt 
ourselves, then someone else will do it to us. So each time we came up 
with a new processor, it had to completely eliminate the previous 
processor.

That same trend is playing out now. And that’s what we look 
for — what’s the disruption and how is it going to play out? How is the 
landscape going to look in five years or 10 years? And then, how can we 
invest for our clients to capitalize on that?

TWST: What are you seeing related to socially responsible 
investing? For example, the increasing need for renewable energy? 

Mr. Tharakan: Climate change is very much a secular trend 
that’s going to be with us for the next 20-plus years. So every company 
has to figure out a way to produce more efficiently, consume less and 
produce more, whether it’s a service or a product. There are industries we 
invest in, like software, insurance and payments, which by their very 
nature are very efficient. They consume very little in terms of resources 
and energy, but they produce a lot in terms of value. And we have no 

investments in the big oil and gas companies or utilities. We used to have 
investments in these industries years ago, but we sold them all. And we 
don’t currently have any investments in transportation.

All of these industries — oil and gas, airlines, railroads, shipping 
— they will all have to become far more efficient to attack this climate change 
problem. And that’s another trend we look at, to see how we can participate 
and benefit from climate change. There will be lots of technologies coming out 
to address climate change, and of course, not all will be successful. It doesn’t 
have to be a disruptor like Tesla; it could be an incumbent company that’s 
come up with a new technology. So we are definitely keeping an eye out. This 
is a secular trend that we will be investing in.

TWST: Beyond what you’ve already discussed, do you see 
any breakthroughs happening in any other sectors that interest you?

Mr. Tharakan: I think we are going to see more devices that 
go into the repair of the human body. We’re not there yet, but there could 
eventually be an artificial kidney and an artificial pancreas for treating 
diabetes. With the COVID pandemic, the biggest areas where we see 
fatalities are people with preexisting conditions, especially diabetics 
(Type 1 and 2). Diabetes has become a big concern, not just here but 
worldwide. We expect very innovative technologies in healthcare 
devices and delivery. We already have a couple of investments in that 
area, and we’ll be adding more in the future.

TWST: So eventually we could become bionic humans, 
with artificial everything.

Mr. Tharakan: You’re already seeing parts of it. People are 
getting their knees replaced, they’re getting their hips replaced, and 

“Climate change is very much a secular trend that’s going to be with us for the next 20-plus 
years. So every company has to figure out a way to produce more efficiently, consume less 
and produce more, whether it’s a service or a product. There are industries we invest in, 
like software, insurance and payments, which by their very nature are very efficient.”
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they’re getting discs of the spinal cord replaced. And there are already 
pacemakers for the heart. Eventually, and companies are already working 
on it, we’re going to see artificial kidneys and pancreases become 
treatment options.

TWST: As we look into the coming year, what are the 
biggest upcoming challenges you see? What worries you? Any 
sectors you might be lightening up on?

Mr. Tharakan: The biggest challenge I see this year, prior 
years and over the next few years is social media. We’ve never invested 
in Facebook or Google. There used to be a whole industry focused on 
investigative, objective, factual journalism. You could rely on, and 
believe in, what you saw in the news. Unfortunately, that industry is sort 
of fading away. It’s been replaced by social media, like Facebook and 
Google, where it’s just about rumors and clickbait, with information that 
is not factual, or just one-sided. As a result, society is becoming very 
polarized. And unfortunately, it is a trend that’s going to continue, which 
is very troubling.

TWST: What do you see as impacts related to the new 
democratic administration? 

Mr. Tharakan: Well, we have a huge budget deficit and we 
have a huge amount of debt, which eventually has to be paid off. So in 
my view, the only way to solve this is through taxes. Inevitably, taxes are 

going to go up for both corporations and individuals. There’s just no way 
around it. We cannot continue to have these fiscal deficits year in, year 
out. And especially what this pandemic has shown us is that there’s been 
a severe underinvestment in healthcare facilities across the country, in 
preparedness for pandemics, and how vaccines are rolled out.

From the beginning, whether it’s the CDC or the FDA, they 
just all fell behind as soon as this pandemic hit. In the future, I would 
expect a big investment in these areas. Same thing with infrastructure. A 
huge infrastructure investment is now required for the country — 
broadband, clean energy, and transportation. All these areas require 
tremendous investment. Paying for it will require higher taxes. More 
regulations are coming in energy, utilities and social media. Therefore, 
more regulation and higher taxes seem inevitable.

TWST: Thank you. (VSB)
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