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Ron Baron Built a
Growth Machine
Around Patience,
Then Let His
Winners Test Its » J 2

Ron Baron's career is defined by patient

® ®
I lmlts growth investing, deep company
research, and the concentration risks

created by letting winners run.

Ron Baron made Baron Capital a rare active-growth survivor by
owning exceptional businesses for years, but the same patience
that powered Tesla and SpaceX has also created one of modern
fund management's sharpest concentration debates.
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In brief

A Sharemaestro finance profile of Ron Baron, founder and CEO of Baron Capital, examining how a former analyst built
a long-term growth franchise, how his research-driven process works, why Tesla and SpaceX reshaped his record, and
where his high-conviction approach becomes risky.

* Ron Baron founded Baron Capital in 1982 and built it around long-term ownership of competitively advantaged
growth companies led by exceptional management teams.

* Baron's investment method begins with fundamental business research, management assessment, five-year
modeling, and a preference for companies that can compound value over long periods.

* Baron Partners Fund has posted extraordinary long-term returns, but those results have come with high volatility,
leverage, and unusually large single-company exposures.

* Tesla and SpaceX turned Baron from a small- and mid-cap growth specialist into a central figure in public-market
access to disruptive private and founder-led companies.

* The enduring lesson of Baron's career is not simply to hold forever, but to know when business quality, valuation,
management, liquidity, and investor temperament can justify patience.

Performance markers

Baron Capital AUM $69.7 billion
Assets under management reported by Baron Capital as of June 30,
2026.
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Ron Baron's research
experience

Baron Partners Fund
since-inception return

Baron Partners Fund 10-year

return

Baron Partners Fund top 10
concentration

SpaceX position cost and value

sharemaestro.com

56 years
Baron Capital's official biography lists Ron Baron with 56 years of
research experience and 44 years at Baron Capital.

16.02% annualized
Institutional shares from January 31, 1992 through June 30, 2026,
compared with 10.29% for the Russell Midcap Growth Index.

25.54% annualized
Institutional shares for the 10 years ended June 30, 2026, compared
with 13.04% for the Russell Midcap Growth Index.

74.1% of total investments
Top 10 holdings as of June 30, 2026, with 28 issuers and 106.6% long
equity exposure.

$110 million cost, $3.89 billion market value
Baron Partners Fund's SpaceX position as described in the first-quarter
2026 letter, before the June 2026 IPO.

Charts and timelines

Risk

Top 10 holdings
Long equity exposure
SpaceX holding
Tesla holding

Morningstar risk critique

Philosophy

Growth opportunity

Competitive advantage

Management quality

Valuation discipline

Timeline

74.1% of total investments Ron Baron begins Wall

Street analyst career

Institutional securities analyst

106.6% of net assets

Baron Capital founded Firm launched
32.9% of total investments

Baron Partners Fund

inception

January 31, 1992
14.1% of total investments

Baron Growth Fund
inception

Negative Medalist Rating December 30, 1994 legacy fund

inception

SpaceX investment begins  Position accumulation begins

SpaceX IPO priced 555,555,555 shares at $135

Performance

Large long-term market Baron Partners Fund I 16.02% annualized
opportunity

Baron Partners Fund I 25.54% annualized
Durable moat

Baron Partners Fund I 13.84% annualized
Character, vision, competence,
alignment Hypothetical $10,000 in

Baron Partners Fund I

$1,425,435

15% return threshold over time

A long-horizon investor in a short-horizon market
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Ron Baron has spent more than half a century asking a question that sounds simple until real money is attached to it:
what can this business become? The answer has carried him from small-cap research to a New York investment firm

with tens of billions of dollars in assets, from hotel chains and brokerage platforms to electric vehicles and rockets. In
an industry that often confuses activity with insight, Baron built his reputation around the refusal to sell too early.

That refusal is the great through line of his career. Baron Capital describes itself as a research and investment firm
focused on long-term ownership of secular growth businesses with durable competitive advantages and strong
management teams. Its public materials now put firmwide assets under management at $69.7 billion as of June 30,
2026, aremarkable endpoint for a company that began in 1982 with a tiny capital base and a founder who had learned
the cost of short-term brokerage incentives.

The point of Baron is not that patience is always rewarded. It is that he professionalized a particular kind of patience:
intensive company research, repeated contact with management, an owner's view of business value, and a willingness
to let a few great winners become very large. That formula helped make him one of the most recognizable American
growth investors. It also created the central tension of his later career: when does conviction become concentration
risk?

Why Ron Baron matters

Baron matters because he is one of the few active mutual fund managers whose identity survived the age of passive
investing. Many star managers lost relevance as index funds lowered fees and raised the burden of proof for stock
pickers. Baron did not answer that challenge by hugging benchmarks. He doubled down on an older proposition: public
investors can outperform if they behave less like traders and more like long-term business owners.

That proposition has visible evidence behind it. Baron Capital's own performance summary said that, as of March 31,
2026, 96.2 percent of Baron Funds' assets under management were in funds that had outperformed their respective
benchmarks since inception, while 58.5 percent ranked in the top 10 percent of their categories. Baron Partners Fund,
the most discussed expression of his method, reported a 16.02 percent annualized return since its January 1992
inception through June 30, 2026, compared with 10.29 percent for the Russell Midcap Growth Index.

Those numbers explain the admiration. The structure of the returns explains the argument. Baron's best-known
portfolios are not neutral expressions of the growth style. They are research-heavy, manager-driven, unusually

patient, and, in some cases, highly concentrated. In a market where most investors are taught to diversify away
idiosyncratic risk, Baron became famous for finding idiosyncratic risk he wanted to own.

The analyst who learned that selling could be the mistake

Baron's formative lesson came before Baron Capital existed. He began his Wall Street analyst career in 1970 after an
earlier path through chemistry, biochemistry, patent examination, and law school. His official biography lists a B.A. in
Chemistry from Bucknell University, work as a teaching fellow in biochemistry at Georgetown, time at the U.S. Patent
Office while attending George Washington University Law School, and then institutional securities analysis at
brokerage firms.

The career switch matters because Baron did not enter investing as an abstract portfolio theorist. He entered as a
business analyst selling research to professional investors. In his own account, early recommendations included
companies such as Walt Disney, McDonald's, Tropicana, Hyatt, Nike, and Federal Express. When those stocks doubled
or tripled, he recommended selling, a decision shaped partly by a commission model that rewarded transactions
rather than long ownership.

The regret became the philosophy. Baron concluded that the truly expensive mistake was not holding a mediocre
stock too long, but failing to hold an exceptional company through years of compounding. That insight was not unique
in theory, but Baron turned it into a firmwide culture. The central move was behavioral: stop treating a stock that has
doubled as a finished idea and start asking whether the underlying business has barely begun to reveal its earnings
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power.

From small-cap specialist to growth institution

Baron Capital began on March 16, 1982. Baron Capital's history describes the start as three employees and $100,000
in capital, while Baron has written that the firm managed $10 million in assets at founding. By 1992, the firm had
reached $100 million in assets under management. By the 1990s, it had expanded into mutual funds, specializing first
in the small- and mid-cap growth terrain where entrepreneurial companies could still be inefficiently priced.

That early focus gave Baron a natural hunting ground. Smaller growth companies often have limited analyst coverage,
uneven liquidity, and business models that require field work rather than screen-based valuation. Baron liked
companies that could become much larger, not merely cheaper. This made him a growth investor with a valuation
discipline rather than a momentum investor chasing price strength for its own sake.

Over time, the firm became broader without changing its declared style. Baron Capital expanded into international
equities, real estate, health care, financial technology, and other categories, but the stated approach remained
long-term investment in growth companies with strong management and durable competitive advantages.
Morningstar's 2021 Fund Family 150 report credited Baron with a deep bench and an enduring commitment to patient
growth investing, while also noting that the founder had stepped down as CIO in 2020 and moved more responsibility
to longtime colleagues.

The philosophy: growth, but not growth at any price

Baron's philosophy is often summarized as buying growth companies and holding them for a long time. That is true but
incomplete. The more precise description is buying businesses whose long-term value creation is underestimated
because the market is either too impatient, too focused on near-term earnings, too anchored to conventional valuation
multiples, or too skeptical of management's ability to execute.

Baron Capital's investment approach identifies several recurring criteria: significant growth opportunities, sustainable
competitive advantages, exceptional management, and attractive valuation. The management test is central. The firm
says it assesses character, vision, competence, business practices, ownership stake, experience, and track record. It
favors entrepreneurs and leaders whose incentives are aligned with shareholders. This is why founder-led or
founder-like companies occupy such a prominent place in the Baron story.

The method is not indifferent to price. Baron Capital says it typically looks for a threshold annualized return of 15
percent over time and builds proprietary five-year models to estimate opportunities, risks, and intrinsic value. A stock
that looks expensive on trailing or one-year forward earnings can still appear attractive to Baron if the firm believes the
business can grow into and beyond that valuation. The danger, of course, is that long-range confidence can make
valuation errors harder to see in real time.

The research machine behind the patience

The public image of Baron is colorful: the art-filled office, the annual investment conference, the famous founder who
can speak with equal enthusiasm about hotels, cars, rockets, and inflation. The less theatrical core is a research
process built around repetition. Baron Capital says it meets with management, speaks with vendors, suppliers,
competitors, partners, former employees, and industry experts, visits facilities, and reviews financial statements and
compensation structures.

That process is designed to support holding periods most portfolio managers cannot tolerate. Kiplinger reported in
2022 that Baron had held Charles Schwab since 1992, Choice Hotels since 1996, and Vail Resorts since 1997, and
quoted Michael Baron describing an average holding period of six to seven years against less than a year for the
broader fund industry. Such holding periods are not passive. They require continuous validation of the original thesis.

Copyright 2026 Sharemaestro. All rights reserved. Page 4

sharemaestro.com

Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice. Market data and an


https://sharemaestro.com
https://sharemaestro.com

Sharemaestro Market Legends sharemaestro.com

The firm also tries to institutionalize curiosity. Baron Capital's own description emphasizes learning from businesses,
mentoring analysts, and maintaining a culture where company contact is frequent. A long holding period without new
information is just inertia. A long holding period supported by field checks, model updates, and repeated management
assessment is the discipline Baron wants to practice.

Portfolio construction: conviction first, henchmark second

Baron portfolios are built bottom up, stock by stock. The firm says it does not build portfolios relative to a benchmark
and does not use a top-down macroeconomic framework as the basis for investment decisions. Macro factors matter
only insofar as they affect portfolio companies' growth opportunities. This creates portfolios that can look very
different from their indexes, especially when a manager's conviction clusters around a small group of businesses.

The position-sizing framework is explicit. Baron Capital says it weighs risk and reward, growth opportunity,
competitive advantage, management, valuation, end-market exposures, diversification, regulatory implications,
liquidity, and company ownership limits. It often begins with smaller positions and adds as knowledge increases and
the thesis is confirmed. Top holdings can then become core holdings, particularly in high-conviction strategies.

Baron Partners Fund shows the method in concentrated form. As of June 30, 2026, the fund listed 28 issuers, top 10
holdings equal to 74.1 percent of total investments, long equity exposure of 106.6 percent of net assets, cash and
cash equivalents of negative 6.6 percent, three-year average turnover of 2.47 percent, and active share of 97.5
percent. That is not closet indexing. It is a portfolio designed to let stock selection dominate the result.

The record: spectacular, volatile, and hard to separate from
structure

The long-term numbers are central to any fair account of Baron. Baron Partners Fund reported that a hypothetical
$10,000 invested at the fund's January 31, 1992 inception would have grown to $1,425,435 by March 31, 2026. The
same hypothetical amount in the Russell Midcap Growth Index would have grown to $253,719. As of June 30, 2026,
the institutional share class reported 10-year annualized returns of 25.54 percent versus 13.04 percent for the Russell
Midcap Growth Index.

Yet performance cannot be separated from the path. The same product page showed standard deviation of 32.43
percent over 10 years and 27.18 percent since inception, plus beta of 1.30 over 10 years and 1.11 since inception
relative to the Russell Midcap Growth Index. Morningstar's January 2026 analysis described Baron Partners'
long-term record as extraordinary but noted materially higher volatility, a 43 percent decline in 2022, and leverage as
part of the fund's return profile.

The fairest conclusion is neither hero worship nor dismissal. Baron Partners has delivered returns that most active
managers would envy, but it has done so through a structure many investors would find difficult to hold through bad
periods. The record is evidence of skill, but also evidence that the strategy requires clients who understand
concentration, volatility, leverage, and the possibility that long-term gains can arrive in sudden, uneven bursts.

Tesla turned the Baron method into a public spectacle

Tesla made Baron famous to a much wider public than mutual fund investors. It fit the Baron template in obvious
ways: a huge addressable market, technological ambition, vertical integration, a founder-led culture, and a market
divided between believers and skeptics. For Baron, the question was not whether Tesla's earnings multiple looked
high in a given year. It was whether the company could transform several large industries over a decade or more.

The gains were enormous, but the holding also changed the risk profile of his public image. Morningstar noted that
Tesla reached 54 percent of Baron Partners Fund's net assets at its 2022 peak. That fact captures the unusual nature
of Baron's patience. Many managers would have trimmed far earlier because of internal risk limits, career risk, or client
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optics. Baron let the winner become the portfolio's defining fact.

Tesla also exposed the weakness of any process that leans heavily on exceptional people. The same founder energy
that can create extraordinary outcomes can create governance, key-person, reputational, and operational risk. Baron
Focused Growth Fund's 2026 summary prospectus warned that funds with significant investments in both Tesla and
SpaceX may be exposed to risks associated with Elon Musk as a common chief executive. That is not a theoretical
footnote. It is the governance cost of backing a singular founder across multiple companies.

SpaceX moved the debate from stock picking to market
structure

If Tesla made Baron a celebrated growth investor, SpaceX made him a test case for the boundary between public
mutual funds and private-company wealth creation. Baron began accumulating SpaceX in 2017. In Baron Partners
Fund's first-quarter 2026 letter, the firm said the current market value of the fund's SpaceX position was $3.89 billion
against a cost of $110 million. That is the kind of asymmetry every growth investor seeks and almost none can achieve
at scale.

The SpaceX position became even more visible in 2026. SpaceX announced on June 11, 2026 that it priced an initial
public offering of 555,555,555 Class A shares at $135 per share, with trading expected to begin on Nasdaq Global
Select Market and Nasdaqg Texas on June 12 under the ticker SPCX. For Baron, the listing validated a years-long
willingness to own a private company inside public investment vehicles, though validation of liquidity is not the same
as validation of valuation.

Baron Capital's own SpaceX materials argued that the company benefits from declining orbital launch costs,
broadband from space, scale, talent, technology architecture, and management execution. That is the growth thesis.
The investment-management question is different: how much of a daily-liquidity fund should depend on one company
whose value was long set through private transactions and whose public-market valuation can change violently after
listing?

The risk paradox: controls around a philosophy built to let
winners run

Baron Capital's public risk language is sober. The firm says it monitors liquidity, volatility, ownership levels,
risk-adjusted performance, factor exposures, and portfolio composition. It also says firm-level and portfolio-level
restrictions and guidelines limit position size and company ownership where appropriate. On paper, this sounds like
standard institutional risk management.

The paradox is that Baron's most famous successes come from refusing to impose the kind of automatic trimming
discipline many institutions use to keep single-name exposure in check. Baron Capital says the ability to hold is the
key ingredient of a successful long-term strategy. It also says the ability to hold does not mean staying invested
indefinitely or at any cost. The sell discipline includes weakened growth opportunity, deteriorating earnings power,
reduced competitive advantage, adverse management change, valuation, regulatory developments, and the need to
rebalance a position that becomes too large.

That distinction is crucial. Baron's philosophy is not simply never sell. It is sell when the thesis changes, not merely
because the stock price has risen. The problem is that thesis-based risk control can be slower than price-based risk
control. If the thesis is wrong, a concentrated position can inflict damage before the manager's conviction catches up
with reality.

Morningstar's objection and the cost of being different
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Morningstar's critique of Baron Partners is pointed because it accepts the performance and still questions the
package. In January 2026, Morningstar gave Baron Partners Fund a Negative Medalist Rating, with a Below Average
Process Pillar, Average People Pillar, and Above Average Parent Pillar. The analysis said the fund had produced
amazing returns but had become increasingly unorthodox and extreme, making it unsuitable for most investors.

The central objection was concentration. Morningstar wrote that Baron historically gave some heed to diversification,
but that allowing Tesla to reach 54 percent of net assets and SpaceX to reach 32 percent by December 31, 2025
pushed the portfolio beyond the traditional risk playbook. It also highlighted the fund's treatment of SpaceX as less
liquid rather than illiquid, a classification issue tied to the 15 percent limit on illiquid securities in mutual funds.

Baron has not accepted such criticism quietly. In a 2025 letter, he argued that Morningstar underappreciated
long-term performance, risk-adjusted results, co-manager contributions, and the firm's portfolio construction. The
disagreement is more than a ratings dispute. It is a philosophical collision between two definitions of investor
protection: one centered on diversification and costs, the other centered on exceptional long-term compounding.

Fees, leverage, and the active-management bargain

Baron's funds also raise a more ordinary but important question: what should investors pay for active management?
Baron Partners Fund's first-quarter 2026 letter listed annual expense ratios as of April 30, 2025 of 2.24 percent for
retail shares, including interest expense, and 1.99 percent for institutional shares, also including interest expense.
Those are not index-fund fees, and leverage-related interest expense makes the comparison even sharper.

Morningstar's older Fund Family 150 report gave Baron an Above Average Parent rating but called above-average fee
levels a drawback. Kiplinger, in a generally admiring 2022 feature, also noted that Baron fund fees were relatively
high. The trade is clear: clients pay for a research organization, concentrated portfolios, long-tenured managers,
access to a distinct growth style, and in some cases exposure to private or formerly private growth companies that
ordinary investors could not easily buy directly.

High fees are tolerable only if after-fee performance remains exceptional. Baron's strongest funds have cleared that
hurdle over long periods, but the burden renews every day. The fee debate is not a side issue. It is the price of entering
a manager's judgment, and the higher the price, the less room there is for a future period of merely average execution.

Mistakes and failure modes

The most obvious failure mode in Baron's method is overestimating the durability of growth. Companies with large
addressable markets can still disappoint through competition, regulation, execution errors, financing needs, or
management distraction. Baron Capital's own risk discussion recognizes that growth stocks can be more volatile than
other stocks and more sensitive to earnings changes, interest rates, and inflation. Small- and mid-sized companies can
be less liquid, less seasoned, and more dependent on management.

The second failure mode is narrative reinforcement. The same research culture that builds conviction can, in the wrong
conditions, harden into a story that absorbs every contrary fact. Baron Partners Fund's first-quarter 2026 letter
defended holdings such as Tesla, FactSet, Gartner, and CoStar despite market pressure, arguing that investors were
overreacting to near-term concerns and Al disruption fears. That may prove right. But the analytical risk is familiar:
long-term investors can be early, or they can be wrong in ways that look early for a long time.

The third failure mode is investor mismatch. A fund can be rationally managed and still be wrong for shareholders who
cannot endure drawdowns. Morningstar noted that Baron Partners fell 43 percent in 2022 and that sharp gains and
sharp losses are both possible. Baron's style requires not only a manager with patience, but clients with patience.
Without that alignment, the strategy can convert long-term opportunity into short-term behavioral damage.

Succession, culture, and the question after the founder
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Every founder-led investment firm eventually faces the problem it studies in portfolio companies: succession. Baron
has addressed it by building a broader bench while keeping the family deeply involved. His official biography notes
that his sons David and Michael serve as co-presidents. Baron Capital's message from Ron describes David and
Michael, each with more than 23 years of experience, taking greater responsibility alongside co-CIOs Cliff Greenberg
and Andrew Peck.

Morningstar's Fund Family 150 report viewed the succession structure as part of the firm's strength, noting that Baron
had stepped down as CIO in February 2020, appointed Greenberg and Peck to share the role, and remained involved
as CEO and portfolio manager. The report also highlighted manager ownership and investment alongside clients, both
important cultural stabilizers for an active firm built around judgment rather than mechanical rules.

The risk is that the founder's temperament is not fully transferable. Baron Capital can train analysts, document
process, and assign co-managers, but the original edge was partly Baron's unusual combination of curiosity,
salesmanship, memory, patience, and willingness to be publicly contrarian. The next era will test whether Baron
Capital is a repeatable investment institution or an unusually successful expression of one man's investment
personality.

What remains useful, and what remains dangerous

The useful part of Ron Baron's legacy is the insistence that stocks are fractional claims on businesses, not blinking
symbols. His career is a reminder that the biggest gains in equities often come from a small number of companies that
compound for far longer than conventional valuation habits predict. He also shows that real growth investing requires
work before patience. Holding without research is hope. Holding after repeated verification is a process.

The dangerous part is the temptation to imitate the visible behavior without the hidden infrastructure. Investors can
see Baron hold Tesla or SpaceX and conclude that concentration and stubbornness are virtues by themselves. They
are not. Baron's portfolios sit on decades of company contact, industry study, modeling, manager access, and a firm
culture designed around long-term ownership. Even then, the result can be volatile, controversial, and unsuitable for
many investors.

Baron's continuing relevance is strongest where public markets meet venture-like opportunity. He has shown that
open-end funds can, within limits and with controversy, participate in the wealth creation of companies that stay
private longer and reach enormous scale before listing. He has also shown why that frontier is hard to police. The final
lesson is balanced: patience can be an edge, but only when valuation, liquidity, management risk, and shareholder
temperament are treated as seriously as the dream of compounding.

Disclosure

Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice.
Market data and analysis may be delayed, incomplete, or inaccurate.
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