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THE CASE FOR PRINCIPAL BLUE CHIP FUND 

Investing in quality companies  
led by owner-operators

Third party rankings and recognitions are no guarantee of future investment success and do not ensure that a client or prospective client will experience a higher level of performance or results. 
Morningstar Medalist Rating is shown as of November 30, 2023, and reflects the most recent available rating. The ratings data typically lags one month due to timing of data availability. See page 4 
for Morningstar star ratings and Morningstar Medalist RatingTM information. 

Over 20 years ago, Principal Aligned launched the successful MidCap 
strategy. Over time, we noticed a trend. Many of our best investments grew 
beyond our MidCap mandate. These were companies with long runways in 
front of them—businesses getting better as they got bigger, with strong 
management teams, and still attractively valued. 

So, in 2012, we launched Blue Chip—a large cap portfolio of our best ideas. 
Same people, process, and emphasis on quality companies led by owner-
operators, but an expanded opportunity set. 

Principal Blue Chip Fund’s track record stands out in its own right. The 
same approach that has led to MidCap’s long-term success has delivered 
attractive returns for Blue Chip. 

A simple concept with a powerful impact 
We believe owner-operators—business leaders with significant personal ownership 
stakes in the companies they run—have many traits that benefit long-term 
shareholders. 

Most owner-operators—especially founders—have a genuine love for the business. 
They are passionate about the mission, which leads to a long-term orientation that 
is often missing at public companies. They are willing to invest, even if it involves 
short-term sacrifice. They run companies that waste less money, are more efficient at 
operating, and less prone to making bad empire-building acquisitions. 

Their leadership results in decisions, habits, practices—the stuff that defines 
culture—aligning with what’s best for long-term shareholder value.  

Analyst-Driven %: 100
Data Coverage %: 100

As of 11/30/2023.

HHHH
Overall Morningstar Rating™  

as of 12/31/2023 among 
1,118 Large Growth Funds.

Morningstar ratings are based  
on risk-adjusted returns.
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One way to assess this alignment is by using something we call the “aligned ratio.” This measures the CEO’s ownership 
stake in the business relative to their annual pay. Most CEOs have single-digit aligned ratios. Owner-operators have ratios 
that are much larger.

We’re often asked if this style of investing actually matters 
to returns. Several studies back this up. 

CEO annual 
compensation

CEO annual 
compensation

CEO invested 
amount

CEO invested 
amount

$ million

$30x million

High ratios >30 Low ratios <5
Cash-paid CEOsOwner-operators

$ million $ million

ALIGNED RATIO

Are there many owner-operators running large-cap companies? 

There are more than you might think. Typically 10-15% of the Russell 1000® is founder-led. Another 10-15% 
has a non-founder but significant “high aligned ratio” owner-operator in charge. In short, we can still be 
selective when putting together a concentrated portfolio.

Source: Bain & Company  
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Journal of Finance
Found significant outperformance from 
high-ownership firms, delivering “abnormal”  
returns of  >4% annualized.1

The Founder’s Mentality
Credited founders’ front-line obsession and owner’s 
mindset for great outperformance (figure 1).2

The Outsiders
Profiled eight owner-operator CEOs with some of the  
best multi-decade track records in history (figure 2).3
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Returns represent past performance and do not guarantee future results. Share price, principal value, and return will vary and you may have a gain or loss when 
shares are sold. Current performance may be lower or higher than quoted. For the most recent month-end performance, visit http://www.PrincipalAM.com .

Performance as of December 31, 2023  

Want to learn more about the owner-operator led companies of the Principal Blue Chip Fund? 
Contact your Principal representative and visit PrincipalAM.com.

1 Von Lilienfeld-Toal, Ulf and Stefan Ruenzi. (2014). “CEO Ownership, Stock Market Performance, and Managerial Discretion.” The Journal of Finance. Pages 1, 3, 34, 36. 
Print. 

2 Zook, Chris. (2016). “Founder-Led Companies Outperform the Rest — Here’s Why.” Harvard Business Review. Retrieved from:  
https://hbr.org/2016/03/founder-led-companies-outperform-the-rest-heres-why. 

3 Thorndike, William. (2012). The Outsiders – Eight Unconventional CEOs and Their Radically Rational Blueprint for Success. Boston: Harvard Business Review. 
4Performance assumes reinvestment of all dividends and capital gains. 
5 These calculated returns reflect the historical performance of the oldest share class of the fund, adjusted to reflect a portion of the fees and expenses of this share 
class. For time periods prior to inception date of the fund, predecessor performance is reflected. Please see the fund’s prospectus for more information on specific 
expenses, and the fund’s most recent shareholder report for actual date of first sale. Expenses are deducted from income earned by the fund. As a result, dividends and 
investment results will differ for each share class.

6 Russell 1000® Growth Index is a market-capitalization weighted index of those firms in the Russell 1000® with higher price-to-book ratios and higher forecasted  
growth values. The Russell Midcap® Index is a market capitalization weighted index that represents the smallest 800 companies in the Russell 1000® Index.

7Index performance information reflects no deduction for fees, expenses, or taxes. Indices are unmanaged and and individuals cannot invest directly in an index. 
8 The net expense ratio reflects contractual expense limits, if any, which may lower net expenses and cause the gross and net expense ratios to differ. In such cases, a date 
is listed through which expense limits are expected to apply; however, Principal Funds and the investment adviser may mutually agree to terminate the expense limits 
prior to the end of the period. Returns displayed are based on net total investment expense.

Principal Blue Chip Fund (PBCKX)
Average annual total returns (%)

3-month 1-year 3-year 5-year 10-year
Since  

inception 
(06/14/2012)

Expense  
ratio8 

(net/gross)

Expense limit 
expiration  

date

Class I4,5 17.71 39.85 6.62 17.79 14.35 15.85 0.66/0.0.71 12/30/2024

Russell 1000® Growth Index6, 7 14.16 42.68 8.86 19.50 14.86 — — —

Morningstar Category Average –  
Large Growth 13.83 36.74 4.68 15.74 12.03 — — —

Principal MidCap Fund (PCBIX)
Average annual total returns (%)

3-month 1-year 3-year 5-year 10-year
Since  

inception 
(03/01/2001)

Expense  
ratio8 

(net/gross)

Expense limit 
expiration  

date

Class I4,5 14.83 25.87 6.61 15.41 11.68 11.01 0.67/0.67 —

Russell Midcap® Index6, 7 12.82 17.23 5.92 12.68 9.42 — — —

Morningstar Category Average –  
Mid Cap Growth 12.38 21.37 -0.86 12.46 9.23 — — —

https://www.principalam.com/investment-strategies/equities/blue-chip-equity


Carefully consider a fund’s objectives, risks, charges, and expenses. Contact your financial professional or visit www.PrincipalAM.com for a prospectus, or summary 
prospectus if available, containing this and other information. Please read it carefully before investing.

The information in this document has been derived from sources believed to be accurate. It contains general information only on investment matters and should not 
be considered as a comprehensive statement on any matter and should not be relied upon as such. The data presented is for information purposes only and is not a 
recommendation to buy or sell any securities or adopt any investment strategy. This material is not intended to be relied upon as a forecast, research, or investment advice 
regarding a particular investment or the markets in general, nor is it intended to predict or depict performance of any investment.

Principal Global Investors and its directors or employees advise that they and persons associated with them may have an interest in the securities and/or financial products 
discussed herein and that they may receive brokerage, commissions, fees and other benefits and advantages, whether pecuniary or not and whether direct or indirect, in 
connection with such securities and/or products.

Investing involves risk, including possible loss of principal. Small and mid-cap stocks may have additional risks including greater price volatility.

Morningstar ratings for specific time periods as of 12/31/2023 are as follows: Principal Blue Chip Fund I-share: 3-year: 3 stars/1,118 funds, 5-year: 4 stars/1,031 funds,  
10-year: 4 stars/810 funds.

Morningstar ratings may vary between share classes, are based on historical risk-adjusted total returns and are subject to change.

Class I shares are available only to eligible investors, including various institutional investors and investors in certain mutual fund wrap or asset allocation programs.

Past performance does not guarantee future results.

The Morningstar Rating™ for funds, or “star rating,” is calculated for managed products (including mutual funds, variable annuity and variable life subaccounts, exchange-
traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange traded funds and open-ended mutual funds are considered a single 
population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product’s monthly excess 
performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products in each product category receive 5 stars, the 
next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The Overall Morningstar Rating for a managed 
product is derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating metrics. The weights are: 
100% three-year rating for 36-59 months of total returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% five-
year rating/20% three-year rating for 120 or more months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year period, 
the most recent three-year period actually has the greatest impact because it is included in all three rating periods. Morningstar ratings do not reflect the inclusion of sales 
charges. If sales charges were reflected, ratings could be lower.

The Principal Blue Chip Fund received a Gold rating by Morningstar analysts. Rating for Principal Blue Chip Fund Institutional Class as of November 30, 2023.

The Morningstar Medalist Rating™ is the summary expression of Morningstar’s forward-looking analysis of investment strategies as offered via specific vehicles using a 
rating scale of Gold, Silver, Bronze, Neutral, and Negative. The Medalist Ratings indicate which investments Morningstar believes are likely to outperform a relevant index or 
peer group average on a risk-adjusted basis over time. Investment products are evaluated on three key pillars (People, Parent, and Process) which, when coupled with a fee 
assessment, forms the basis for Morningstar’s conviction in those products’ investment merits and determines the Medalist Rating they’re assigned. Pillar ratings take the 
form of Low, Below Average, Average, Above Average, and High. Pillars may be evaluated via an analyst’s qualitative assessment (either directly to a vehicle the analyst covers 
or indirectly when the pillar ratings of a covered vehicle are mapped to a related uncovered vehicle) or using algorithmic techniques. Vehicles are sorted by their expected 
performance into rating groups defined by their Morningstar Category and their active or passive status. When analysts directly cover a vehicle, they assign the three pillar 
ratings based on their qualitative assessment, subject to the oversight of the Analyst Rating Committee, and monitor and reevaluate them at least every 14 months. When 
the vehicles are covered either indirectly by analysts or by algorithm, the ratings are assigned monthly. For more detailed information about these ratings, including their 
methodology, please go to global.morningstar.com/managerdisclosures/.

The Morningstar Medalist Ratings are not statements of fact, nor are they credit or risk ratings. The Morningstar Medalist Rating (i) should not be used as the sole basis in 
evaluating an investment product, (ii) involves unknown risks and uncertainties which may cause expectations not to occur or to differ significantly from what was expected, 
(iii) are not guaranteed to be based on complete or accurate assumptions or models when determined algorithmically, (iv) involve the risk that the return target will not be 
met due to such things as unforeseen changes in management, technology, economic development, interest rate development, operating and/or material costs, competitive 
pressure, supervisory law, exchange rate, tax rates, exchange rate changes, and/or changes in political and social conditions, and (v) should not be considered an offer or 
solicitation to buy or sell the investment product. A change in the fundamental factors underlying the Morningstar Medalist Rating can mean that the rating is subsequently 
no longer accurate.

The Analyst-Driven % data point displays the weighted percentage of a vehicle’s pillar ratings assigned directly or indirectly by analysts.

The Data Coverage % data point is a summary metric describing the level of data completeness used to generate the overall rating.

© 2024 Morningstar, Inc. All rights reserved. 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 nor its content providers are responsible for any damages or losses arising from 
any use of this information. Past performance is no guarantee of future results.

Principal Aligned is an investment team within Principal Global Investors, the investment adviser to Principal Funds. 

Principal Funds are distributed by Principal Funds Distributor, Inc.

© 2024 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark design are registered trademarks 
and service marks of Principal Financial Services, Inc., a Principal Financial Group company, in various countries around the world and may be used only with the permission of 
Principal Financial Services, Inc. Principal Asset ManagementSM is a trade name of Principal Global Investors, LLC.
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