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At	an	age	when	most	children	are	digging	in	a	sandbox,	Michael	McCarthy	was	digging	out

of	a	sand	trap.	In	the	decades	since	he	picked	up	his	first	golf	club	as	a	five-year-old,

McCarthy,	now	Franklin	Equity	Group’s	chief	investment	officer,	has	mastered	more	than

just	a	solid	swing.	He	says	the	softer	skills	he	learned	on	the	golf	course,	including

controlling	his	emotions,	have	also	helped	his	investment	prowess.	And	considering	he	has

focused	on	the	small-cap	and	technology	areas	for	much	of	his	career,	McCarthy	has	had

ample	opportunity	to	practice	the	art	of	staying	calm	in	the	rough.	Let’s	get	to	know	more

about	Michael	McCarthy	and	his	cool-headed	approach	to	investment	management.

	When	did	you	first	become	interested	in	the	investment	management

industry?

	I	followed	the	stock	market—or	at	least	specific	stocks—as	a	teenager,	so

the	seeds	were	planted	early.	Back	then,	you	had	to	check	stock	quotes	in	the	newspaper

—there	was	no	Internet	or	CNBC	in	those	days.	After	I	read	the	sports	page	every	morning,

I’d	check	on	the	two	or	three	stocks	that	I	knew.	I	didn’t	really	know	what	moved	the	prices
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every	day,	but	I	became	curious	to	find	out.	I	spent	a	couple	of	summers	during	college

working	for	investment	firms,	and	after	graduation	was	lucky	enough	to	get	an	interview

with	Franklin	Templeton.	It’s	been	23	great	years.

	What	defines	your	approach	as	a	portfolio	manager?

	Our	approach	is	long	term,	growth	oriented	and	contrarian	by	nature.	We

search	for	businesses	that	we	think	can	be	substantially	bigger	over	the	next	three	to	five

years,	and	look	to	buy	these	companies	at	prices	that	don’t	reflect	the	long-term

opportunity.	Often,	this	price	disconnect	occurs	because	of	a	short-term	issue	that	might

not	have	much	of	an	impact	on	long-term	value,	such	as	a	quarterly	earnings	report	that

fell	short	of	estimates.	The	growth	path	for	smaller	companies	is	rarely	smooth,	and	we

look	to	take	advantage	of	this	volatility.	I	believe	we	add	value	by	thinking	long	term	when

most	market	participants	seem	to	be	fixated	on	the	short	term.

	Your	specialty	is	the	small-cap	sector.	What	do	you	find	exciting	about

that	area?

It’s	exciting	to	find	a	small	company	that	has	the	potential	to	be	a	future

large-cap	company.	Our	analysts	enjoy	researching	smaller	companies	that	the	rest	of	Wall

Street	tends	to	pay	less	attention	to.	Good	research	can	definitely	make	a	difference	when

investing	in	small	caps.

	You	have	also	focused	on	the	technology	sector	throughout	your	career.

How	do	you	think	the	sector	has	changed	since	the	dot-com	boom/bust	of	the	late	1990s

to	early	2000s?

	The	technology	sector	has	changed	a	lot	in	the	last	15	to	20	years.	I	don’t

think	we	will	see	a	period	like	the	dot-com	era	again	in	my	lifetime,	in	any	sector.	It	was	a

period	of	tremendous	innovation	and,	ultimately,	tremendous	speculation.	It	ended	badly

for	many	smaller	companies.	Today,	though,	the	pace	of	innovation	hasn’t	diminished

much,	but	companies	are	on	much	more	stable	ground.	Young	technology	companies	are

going	public	at	much	later	stages	of	development,	with	more	mature	business	models	and

healthier	balance	sheets.	Overall,	it’s	a	slower	growth	environment,	but	a	less	risky	one,	in

my	opinion.
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daughters,	Keely	and	Emily

	What	was	the	most	challenging	market	you	have	faced	during	your

career	in	investment	management?

	The	downturn	in	the	market	during	the	start	of	the	financial	crisis	in	2008

was	challenging.	The	price	declines	were	severe	from	the	beginning	of	2008	through	the

bottom	in	March	2009.	No	area	of	the	market	was	immune.	Even	the	stocks	of	the	highest-

quality	companies	were	hit	hard.	It	was	difficult	to	see	any	light	at	the	end	of	the	tunnel

and	difficult	not	to	let	fear	influence	decision-making.	I	am	glad	to	say	that	we	stayed	true

to	our	process,	and	used	the	price	declines	to	invest	in	some	great	companies	at	fire-sale

prices.

What	is	the	toughest	or	most	frustrating	part	of	your	job?

	I	think	the	toughest	thing

for	a	portfolio	manager	is	to	remain

unemotional	when	investing.	Stock	price

volatility	can	create	frustration,	fear	or

even	excessive	optimism.	For	portfolio

managers,	it’s	a	constant	battle	to	remain

objective	and	not	fall	prey	to	behavioral

biases.

	What	achievement	are	you	most	proud	of?

	I	am	extremely	proud	of	the	team	we’ve	built	at	Franklin	Equity	Group	and

of	the	success	and	growth	we’ve	had	over	the	past	two	decades.	A	lot	of	people	deserve

credit,	especially	Ed	Jamieson,	who	served	as	chief	investment	officer	for	most	of	that

period.	But	to	think	I	had	some	role	in	this	success	makes	me	very	proud.

	We	hear	you’re	an	avid	golfer.	Do	you	find	that	any	of	the	skills	required

for	the	sport	carry	over	to	help	your	investment	game?

	I	started	playing	golf	at	five	years	old,	so	it’s	basically	been	a	lifelong

passion,	and	it’s	definitely	a	source	of	balance	for	me	in	my	life.	To	play	your	best	golf,	you

need	to	keep	your	emotions	in	check.	The	same	is	true	for	investing.	Golf	also	demands
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that	you	take	calculated	risks,	with	each	shot	requiring	an	assessment	of	the	risk	and

reward—skills	that	can	definitely	carry	over	to	investing.

Michael	McCarthy’s	comments,	opinions	and	analyses	are	for	informational	purposes	only
and	should	not	be	considered	individual	investment	advice	or	recommendations	to	invest
in	any	security	or	to	adopt	any	investment	strategy.	Because	market	and	economic
conditions	are	subject	to	rapid	change,	comments,	opinions	and	analyses	are	rendered	as
of	the	date	of	the	posting	and	may	change	without	notice.	The	material	is	not	intended	as
a	complete	analysis	of	every	material	fact	regarding	any	country,	region,	market,	industry,
investment	or	strategy.

This	information	is	intended	for	US	residents	only.

To	get	insights	from	Franklin	Templeton	Investments	delivered	to	your	inbox,	subscribe	to

the	Beyond	Bulls	&	Bears	blog.

For	timely	investing	tidbits,	follow	us	on	Twitter	@FTI_US	and	on	LinkedIn.

All	investments	involve	risks,	including	possible	loss	of	principal.	Smaller,	mid-sized	and

relatively	new	or	unseasoned	companies	can	be	particularly	sensitive	to	changing

economic	conditions,	and	their	prospects	for	growth	are	less	certain	than	those	of	larger,

more	established	companies.	Historically,	these	securities	have	experienced	more	price

volatility	than	larger	company	stocks,	especially	over	the	short	term.	Growth	stock	prices

reflect	projections	of	future	earnings	or	revenues,	and	can,	therefore,	fall	dramatically	if

the	company	fails	to	meet	those	projections.	To	the	extent	a	portfolio	focuses	on	particular

countries,	regions,	industries,	sectors	or	types	of	investment	from	time	to	time,	it	may	be

subject	to	greater	risks	of	adverse	developments	in	such	areas	of	focus	than	a	portfolio

that	invests	in	a	wider	variety	of	countries,	regions,	industries,	sectors	or	investments.

From	time	to	time,	the	trading	market	for	a	particular	security	or	type	of	security	in	which

a	portfolio	invests	may	become	less	liquid	or	even	illiquid.
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Important	Legal	Information
	

You	can	check	the	background	of	your	investment	professional	on	FINRA’s	 .

Links	can	take	you	to	third	party	sites/media,	directly	or	through	new	browser	windows.	We
urge	you	to	review	the	privacy,	security,	terms	of	use,	and	other	policies	of	each	site	you	visit.
You	use	any	third-party	site,	software,	and	materials	at	your	own	risk.	Franklin	Templeton	does
not	control,	adopt,	endorse	or	accept	responsibility	for	content,	tools,	products,	or	services
(including	any	software,	links,	advertising,	opinions	or	comments)	available	on	or	through	third
party	sites	or	software.

Franklin	Templeton	welcomes	your	feedback	on	this	blog.	To	keep	the	conversation	respectful
and	focused,	please	follow	our	current	Commenting	Guidelines.	We	review	comments	and
reserve	the	right	to	block	any	comment	or	commenter,	including	those	that	we	may	deem
inappropriate	or	offensive.	We	may	block	any	comment	or	commenter	whose	posts	include
investment	testimonials,	advice,	or	recommendations,	or	advertisements	for	products	or
services,	or	other	promotional	content.

Questions	or	comments	about	your	Franklin	Templeton	account	or	customer-service	issues?
Please	contact	us	directly	but	never	include	account	or	personal	financial	information	in	your
comments.

The	comments,	opinions	and	analyses	are	the	personal	views	expressed	by	the	investment
manager	and	are	intended	to	be	for	informational	purposes	and	general	interest	only	and
should	not	be	construed	as	individual	investment	advice	or	a	recommendation	or	solicitation
to	buy,	sell	or	hold	any	security	or	to	adopt	any	investment	strategy.	It	does	not	constitute
legal	or	tax	advice.	The	information	provided	in	this	material	is	rendered	as	at	publication	date
and	may	change	without	notice	and	it	is	not	intended	as	a	complete	analysis	of	every	material
fact	regarding	any	country,	region,	market	or	investment.

Investors	should	carefully	consider	a	fund’s	investment	goals,	risks,	charges	and	expenses
before	investing.	To	obtain	a	summary	prospectus	and/or	prospectus,	which	contains	this	and
other	information,	talk	to	your	financial	advisor,	call	us	at	(800)	DIAL	BEN/342-5236	or	visit
franklintempleton.com.	Please	carefully	read	a	prospectus	before	you	invest	or	send	money.

Data	from	third	party	sources	may	have	been	used	in	the	preparation	of	this	material	and
Franklin	Templeton	Investments	(“FTI”)	has	not	independently	verified,	validated	or	audited
such	data.	FTI	accepts	no	liability	whatsoever	for	any	loss	arising	from	use	of	this	information
and	reliance	upon	the	comments,	opinions	and	analyses	in	the	material	is	at	the	sole
discretion	of	the	user.
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