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HOW WE SELECT STOCKS

With a large variety of investment and trading styles out there, it's no
surprise that the most common question from investors is how we
select stocks.

In order to provide some context for our answer we would like to
highlight a couple of basics:

First and foremost, we are proponents of a value-based research and
investment process. Within this group we are not looking for deep
value or turnaround stocks, but rather for good companies at a good
price.

Second, we like to short single stocks.

Third, irrespective of long or short, we believe there are two principal
routes one can take; selecting stocks to either maximize return or
minimize risk. Although our preferred choice is always the latter, this
doesn’t mean we must compromise on return. It's a matter of which
principle we use as a starting perspective.

Everything should be made as simple as possible, but not simpler
- Albert Einstein

Our universe is Western European companies. We split this universe
into 3 distinct categories:

. Companies we don’t understand
. Great companies that constitute our long portfolio
. Weak companies that constitute our short portfolio

The number of companies we don’t understand is significantly bigger
than the other two categories combined. In our view it includes
mostly companies where (i) the CFO is (at best) the only person who
knows what really goes on financially, and/or (i) the business model

is too complex to understand. This basket includes banks, insurance
companies, construction companies etc. Our conclusion on such
companies is very straightforward; don’t touch either on the long or on
the short side.

Great companies are rare. Great companies at good prices even more
so. However, this is the breed of companies which we like to include
on our long side of the portfolio. The defining factor is the existence
of a sustainable competitive advantage, which goes hand in hand

with superior margins. We believe that such an advantage must be
rigorously tested — in particular in the light of the many disruptive
technologies that are out there and ready to change entire industries
in the years to come (e.g. 3D-printing, autonomous driving, big data,
virtual reality). Only after passing this process, are we ready to model
reasonable growth elements and discount it by a cost of capital of 10%
- applying an additional margin of safety afterwards. We don’t consider

*Source: Trium. The figures refer to the past. Performance is quoted net of fees based on unaudited
figures. Performance from launch (22 December 2014) to 31 December 2014 was -0.10%.
Inception date: 22 December 2014.

bond markets as a reference, nor do we believe in optimum capital
structures for companies, but rather prefer our own 12-15% return
target for the Fund as a guide. Prices below such an intrinsic valuation
have a fair chance of compounding exceptional returns over our typical
investment horizon of 3-5 years.

Weak companies are plentiful. And structurally weak companies will
grow in numbers over the years due to the disruptive technologies
aforementioned. Essentially they are the opposite of great companies;
missing a competitive advantage (or are about to lose one), often
combined with high financial leverage and cyclicality. Due to

their latter quality, some investors like to buy these stocks at their
(supposed) lows, aiming for an exit at higher levels. We do not want to
“play” the upside part of the cycle. We only care about the downside
potential such stocks provide - once they reach a point of significant
overvaluation. In our experience, weak companies tend to surprise
negatively and we prefer such news to work in our favour. Given the
different risk-return profile of longs and shorts, our short selection of
stocks focuses on (i) large cap companies or upper mid cap stocks, (ii)
an investment horizon of less than 2 years and (iii) a maximum single
position size of half of the equivalent on the long side.

The resulting portfolio is very simple, strictly differentiating long and
short characteristics and never crossing over (i.e. a short idea doesn'’t
become a long candidate after its close). Furthermore, we don’t
speculate on M&A on our long side nor on bankruptcies on our short
side — they come from time to time, but are rarely, if ever, predictable.
In terms of instruments we use cash equities and CFD’s (replicating the
underlying for shorts) — but no options or futures.

We believe that the clean separation of the long and short side and the
extensive use of the “no-clue” basket not only increases the return of
the portfolio but also significantly reduces the risks that comes with
each and every investment.

Portfolio structure

The intensifying market decline in Q3 and subsequent losses on the
long side were more than compensated by our short book. In total the
fund added +2.1% of performance in Q3 to an YTD total of +7.9%. As
we believe the economics of our stocks selected in the long book are
solid, we now benefit from more attractive valuations and potentially
higher upside.

As outlined concept wise in the March 2015 Newsletter, we
“consolidate” the company holdings on the long side into a “combined
entity” allowing us to illustrate the economics of a typical company in
the portfolio.
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Typical Company Economics

Financials* LE] 14 15E 16E
Sales 3784 3831 4111 4302
Gross Profit 1906 1945 2063 2182
EBIT 689 680 803 870
Net Income 473 477 549 602
FCF 332 357 474 519
Net Financial Debt 1649 1833 1301 1063
Shareholder Equity 2559 2745 3141 3477
Capital Employed 4703 5192 5200 5377

(Data in EUR m)

Valuation Ratios* 13 14 15E 16E
P/E 18.0 209 17.1 149
P/BV 2.7 2.7 2.6 2.4
EV/EBIT 11.5 17.7 12.6 11.0
Net debt/EBITDA 1.2 1.4 0.9 0.6
Dividend Yield 3.6% 2.8% 3.0% 3.3%
ROE 26.9% 24.0% 30.1% 30.5%
ROCE 22.7% 19.1% 20.2% 22.2%

Source: Bloomberg, Blackwall Capital Investment AG

On average, investors hold a mid-sized company with sales growing
around 5-7% annually, EBIT compounding between 8-18% annually and
net profit growing about 10-15%. On all 3 categories we believe the mid-
term growth rates are more likely on the lower end of the range, which
still implies a healthy 10-11% on EBIT and net profit. These growth rates
are similar to the consensus estimates for the Stoxx 600 (all consensus
data from Bloomberg).

However, we strongly believe there are significant differences in terms of

. Margins: the average gross margin is at 50%, compared to only 29%
for the Stoxx 600; and the EBIT margin is at 20% compared to just
9% for the market.

. Return on Equity: the average company in the Fund generates an
ROE of about 30% compared to a market average of only 9%.

. Leverage: With 0.6-0.9x EBITDA, net debt remains low — compared
to the Stoxx 600 net debt/EBITDA at 4.0-4.3x.

Overall, investors in our Fund hold companies with a strong franchise
and superior margins, generating substantially higher ROEs at much
lower debt levels.

Equity market declines in Q3 lowered valuations across the board. In
terms of valuation, our long positions display an EV/EBIT at 12.6x for
2015E (11.0x for 2016E) — this is still below the market average of 15.4x
and 14.1x respectively.

Best regards, Thomas Karlovits

//
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Important information

This document has been issued by Trium Investment Management LLP (“Trium”) which is authorised and
regulated by the Financial Conduct Authority in the UK (register number 497640). It is a limited liability
partnership registered in England, No. OC343790. Its registered office is at 60 Gresham Street, London EC2B
7BB. This document is for professional investors and market counterparties only.

Trium is not acting as financial adviser or fiduciary to any party to whom it delivers this presentation or who
invests in a fund or managed account managed by Trium. In particular, this presentation (in whole or in part)
does not constitute investment advice. Before investing in a fund or managed account you should ensure that
you fully understand its potential risks and rewards and independently determine that it is appropriate for
you given your objectives, experience, financial and operational resources, and other relevant circumstances.
You should consult with such advisors as you deem necessary to assist you in making these determinations.
Any indicative terms provided to you are provided for your information and do not constitute an offer, a
solicitation of an offer, or any advice or recommendation to invest in a fund or managed account (whether
on the indicative terms or otherwise).

This presentation is intended for discussion purposes only and does not create any legally binding obligations
on the part of Trium. Without any limitation, this presentation does not constitute an offer, or invitation
to offer or a recommendation to invest in a fund or managed account. These materials were designed for
use by specific persons familiar with your business and affairs and Trium assumes no obligation to update
or otherwise revise these materials. Nothing contained herein should be construed as tax, accounting or
legal advice.

This document may not be reproduced or transmitted to any other person without the express permission
of Trium. Although the above information has been taken from sources which Trium believe to be accurate,
no warranty or representation is made as to the correctness, completeness and accuracy of the information
or the assessments made on its basis.

The information contained in this document is preliminary and is qualified and superseded by the prospectus
for the fund or governing document for the managed account to which it relates, and in particular the risk
factors and information on conflicts of interest described therein, and any investment decision should only
be made following consideration of that prospectus or other document. Any performance data is based on
a fund’s or an account’s actual or expected net asset value in accordance with the valuation methodology in
its prospectus. Performance may be impacted by capital contributions and withdrawals and unless otherwise
stated is net of management, performance and other fees as described herein and includes reinvestment
of earnings. The fund’s or account’s fees may be modified or waived for certain investors as described in its
prospectus or other governing document. An investor’s actual performance and actual fees may differ from
the data reflected herein.

This presentation is confidential, is intended only for the recipient’s own internal use and under no
circumstances may a copy be shown, copied, transmitted, or otherwise given to any person other than
the initial recipient without the prior written consent of Trium. The distribution of this presentation and/
or the information contained herein in certain jurisdictions may be restricted, and, accordingly, it is the
responsibility of any recipient to satisfy itself as to compliance with relevant laws and regulations.

This presentation may not be provided to any person in the United States or to any U.S. Person as such
term is defined under the Securities Act of 1933 of the USA, as amended. The information contained in this
presentation about Trium is not directed to any person in the United States. Funds referred to herein are
neither registered under the Securities Act 1933, nor are they registered under the Investment Company
Act of 1940. Consequently, they cannot be offered for sale or be sold in the USA, its territories, possessions
or protectorates under its jurisdiction, nor to nationals, citizens or residents in any of those areas. Unless
otherwise indicated, the information contained herein is believed to be accurate as of the date on the front
cover; however, no representation or warranty is made as to its accuracy, completeness or correctness, or as
to its continued accuracy after such date.

The estimates, investment strategies, and views expressed in this presentation are based upon past or current
market conditions and/or data and information provided by unaffiliated third parties (which have not
been independently verified), may differ from estimates, investment strategies, and views set out in other
documents published by Trium and are subject to change without notice. No representation or warranty is
made as to the correctness, completeness and accuracy of data and/or information provided by unaffiliated
third parties or as to any assessment made on such basis.

The information contained herein is preliminary, is provided for discussion purposes only, is only a summary
of key information, is not complete, does not contain certain material information about the fund contained
herein (the “Fund”), including important conflicts disclosures and risk factors associated with investments
in the Fund, and is subject to change without notice.Certain information contained in this document
constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology
such as “may”, “will’, “should”, “expect”, “anticipate”, “target”, “project’, “estimate”, “intend”, “continue” or
“believe” or the negatives thereof or other variations thereon or comparable terminology. Due to various
risks and uncertainties, actual events or results or the actual performance of the Fund may differ materially
from those reflected or contemplated in such forward-looking statements.

FOR MORE INFORMATION, VISIT
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The Fund prospectus (the “Prospectus”) qualifies the information contained herein in its entirety and no
person should make an investment decision in reliance upon the information contained herein. In the
event of any discrepancies between the information contained herein and a Prospectus, the Prospectus will
control. The information contained herein does not take into account the particular investment objectives
or financial circumstances of any recipient and does not constitute the provision of investment advice or a
recommendation.

The information herein is not intended to provide, and should not be relied upon for, accounting, legal or
tax advice or investment recommendations. A recipient should make an independent investigation of the
investment described herein, including consulting your tax, legal, accounting or other advisors about the
matters discussed herein and the possible consequences for an investment in the fund and the risks involved.

This presentation is not intended to be, nor should it be construed or used as an offer to sell, or a solicitation
of any offer to buy, interests or shares in any Fund managed by Trium. An offer or solicitation will only be
made by means of a Prospectus (the “Prospectus”) which will contain additional information about the
relevant Fund, including disclosures relating to risk factors and conflicts of interest. The relevant Prospectus
may be obtained on request from Trium.

An investment in the Fund may not be suitable for all investors and may only be suitable only for certain
financially sophisticated investors who meet certain eligibility requirements, have no need for immediate
liquidity in their investment, and can bear the risk of an investment in a Fund for an extended period of
time. Investing in financial markets involves a substantial degree of risk. There can be no assurance that
the investment objectives of any Fund described herein will be achieved. Investment losses may occur, and
investors could lose some or all of their investment. No guarantee or representation is made that a Fund’s
investment program, including, without limitation, its diversification strategies, or risk monitoring goals,
will be successful. Investment results may vary substantially over time. Investment losses may occur from
time to time. Nothing herein is intended to imply that a Fund’s investment methodology may be considered
“conservative”, “safe”, “risk free” or “risk averse”. Economic, market and other conditions could also cause any
Fund to alter its investment objectives, guidelines, and restrictions.

Performance data of the Funds is not based on audited financial data. Performance data of the Fund
is based on its Net Asset Value in accordance with the valuation methodology in the Fund’s Prospectus.
Performance may be impacted by capital contributions and withdrawals and unless otherwise stated is net
of management, performance and other fees as described herein and includes reinvestment of earnings. The
Fund’s fees may be modified or waived for certain investors. Please refer to the Fund's Prospectus for more
information regarding the Fund’s fees and other terms. An investor’s actual performance and actual fees
may differ from the data reflected herein due to among other factors, different share classes and eligibility
to participate in “new issues”. It should also be noted that certain share classes of the Fund may be closed,
including the share class from which the performance data presented herein has been derived.

Past performance may not necessarily be repeated and is no guarantee or projection of future results. Past
performance is not a guide to future performance and the value of investments and the income derived from
those investments can go down as well as up. Future returns are not guaranteed and a loss of principal may
occur. Performance may be affected by economic and market conditions.

Information about market indices is provided for the purpose of making general market data available
as a point of reference only. There is no representation that any index is an appropriate benchmark for
comparison.

Index returns do not take into account trading commissions and costs or other fees and expenses associated
with the active management of portfolios. The volatility of indices may be materially different from the
performance of the Fund. The Fund’s holdings may differ substantially from the securities that comprise
the indices. Furthermore, the Fund may invest in different trading strategies from the indices and therefore
it should be noted that the sector, industry, stock and country exposures, volatility, risk characteristics and
holdings of the Fund may differ materially from those of the indices. The performance returns of the indices
include the reinvestment of earnings and are obtained from Bloomberg and other third party sources.
Although Trium believes these sources to be reliable, it is not responsible for errors or omissions from these
sources.

In certain jurisdictions the Fund may only be available to professional or otherwise qualified investors or
entities. An investment in the Fund involves a number of risks that is outlined in the Fund’s Prospectus. There
can be no guarantee that the Fund’s investment objectives will be achieved, and the investment results may
vary substantially from year to year or even from month to month. It may engage in investment practices or
trading strategies that may increase the risk of investment loss and a loss of principal may occur. Trium may
have total trading authority over the Fund, and the Fund will be dependent upon the services of Trium. The
Fund’s fees and expenses as described in the Fund's Prospectus may offset the Fund’s gains. In addition, there
may be restrictions on transferring interests in the Fund, please refer to the Fund’s Prospectus for additional
information.




