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Blackwall Europe L/S Fund

Dear Investor,

The Blackwall Europe L/S Fund finished the year at +2.64% and +12.70% since inception.
Annualised volatility was just 4.07%. Our 1.5X Fund, launched in the summer 2017, closed the
year at +1.50%.

In December 2017, Blackwall turned 3 years old – a milestone made possible by the support and
trust of our partners for which we are very grateful. 

I started Blackwall as a one-person start-up with an investment philosophy, distinctive analytics,
and EUR 1.9m of AuM. The initial start-up has evolved into a fully-fledged independent investment
management company, with personnel, structures, and systems in place to keep growing. During
2017, Blackwall became a regulated FINMA entity in Switzerland and was approved as an
investment company by the Central Bank of Ireland. The team is comprised of 5 senior people:
Bernd Laux (research), Heinrich Lammer (CFO, risk management), Richard Mueller (COO, legal
& compliance) and Gino Landuyt (marketing & trade execution). AuM has increased to EUR 210.3
m for the Blackwall Europe L/S Fund and EUR 22.9 m for the 1.5X levered Fund.

Building a sustainable business
When I founded Blackwall Capital Investment AG three years ago, I did so with the deep sense of
conviction that it will become the center of the next 45 years of my professional life (or longer if
life expectancy keeps rising!). The support of my wife Eva, whom I met 20 years ago on a personal
level, has been important to the launch of Blackwall. On a professional level, Bernd Laux whom I
have known for 21 years and who joined us in 2016, has added to my conviction that we are on
the right track. I couldn’t imagine a more brilliant analyst. Three years is well short of 45 but I would
like to take this opportunity to reflect on the initial steps we have taken.

Just like a body or a brain can be ‘wired’ differently, building a company for the long-term rather
than the short term will almost certainly lead to different decisions. This is embodied by what we
call “HAILDIP”. One of the most important decisions taken early on relates to the acronym “HAIL”
presented by Julian Treasure in one of his TED Talks, which we extended by “DIP”.  It stands for
Honesty, Authenticity, Integrity, Love, Diversity, Intelligence, and Passion. These are the guiding
principles we use to interact with our investors, operational partners and within the Blackwall organ-
isation. We are fortunate to have so many great people involved in making our business prosper.

Focus: Our focus is on equity investments. This is our core strength and the area we will continue
to add resources to as we grow. Our fund is a long/short European equity fund, focusing on funda-
mental single stock investments. While we launched a levered version of the fund in 2017, and
maybe over time also might do a long-only version of it, we will not deviate into other asset classes.

Blackwall Capital

Quarter to Date Return: 1.42%*
Year to Date Return: 1.50%*
Assets Under Management: EUR22.9m*
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www.blackwallcapital.com

www.trium-ucits.com/blackwall

Source: Northern Trust as per latest month end. The figures refer to the past. Past performance is not a guide to future performance. Performance is quoted net of fees based
on unaudited figures for the current year. Performance is calculated using figures rounded to two decimal places. Performance for the Blackwall Europe L/S Fund from launch
(19 December 2014) to 31 December 2014 was – 0.10%. Launch date of the Blackwall Europe L/S 1.5X Fund: 18 August 2017.

European Long/Short Equity



Independence: Successful investing requires independent thinking and the confidence to be
comfortable going against the crowd. Good results come primarily from a properly calibrated
balance of boldness and humility. Bold enough to think we have insights that are superior to the
collective wisdom of the market and yet humble enough to understand the limits of our abilities
and be willing to change course when errors are recognized. We strive to reflect this balance in
our communication with investors and partners where we share both great investment cases as
well as our biggest mistakes. With MIFID II starting in 2018 we feel well prepared because we’ve
always done our own research, using third parties only to a limited extent (and at our own cost)
for example for forensic research. Market inefficiencies are likely to increase over time and we
should benefit from them handsomely.

Patience: Patience is the key element of every compounding process. We like to see our investors
benefiting from compounding returns which means, most importantly, avoiding losses in market
downturns and over time achieving better returns at lower risks. In a similar way we like to
compound our wisdom over time leading to better investment decisions.

Antifragility: At times of record low volatility and record high market fragility, the idea behind our
processes is best described by Nassim Taleb’s concept of “Antifragile”. Throughout market cycles,
we should gain from disorder and become stronger, not least by placing the protection of investors’
wealth as a top priority in cyclical bear markets. A major part of the antifragility concept is also
having skin-in-the-game by management which, in line with Taleb’s idea, reduces risks to investors
becoming a victim of “heads-I-win-tails-you-lose”.

The essential characteristics of great companies that we are looking for are those with a
sustainable competitive edge that can deliver compounding returns to its shareholders. It is
rational that we strive for achieving the same for ourselves – or as Benjamin Graham once said:
“Investment is most intelligent when it is most businesslike, and business is most intelligent when
it’s most investment-like.” . 

Uncorrelated Returns

Our investment philosophy has been strictly bottom-up fundamental research of European
companies. In general, during recent years, the rising prices paid for equity reduces the pool of
companies available at attractive valuations and low risks, while increasing the opportunities on
the short side. As a result, the Fund has run a net exposure of between –5% and +20% for about
90% of the time since launch – with 12.4% net long on average since inception and 6.3% net long
over the past 12 months (beta adjusted numbers are about 0-5% net long). Being positive in 64%
of the months reported, we achieved a performance net of fees of +12.70%.

This is almost as high as the market performance, with the Stoxx 600 at +13.60% over the same
period, but at a significantly lower volatility (Fund: 4.07% v. Stoxx 600: 16.70%) and noticeably with
a negative correlation of –0.10.
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Market Assessment
Currently, most asset classes seem to be priced at or near all-time highs, referencing artificially
low, administered interest rates. In a similar way, volatility levels are also at all-time lows,
suggesting a low risk environment. The opposite is most likely to be true.   

In his very first partnership letter (1956), Warren Buffet described the equity market as follows:
“My view of the general market level is that it is priced above intrinsic value. This view relates to
blue-chip securities. This view, if accurate, carries with it the possibility of a substantial decline in
all stock prices, both undervalued and otherwise. In any event I think the probability is very slight
that current market levels will be thought of as cheap five years from now.” In our view, this might
as well be an accurate description of today’s environment. 

We intend to generate about 12-15% net of fees annually over a full market cycle. The performance
of 12.7% over three years looks short of those expectations. However, the returns so far have been
generated toward what we believe is the peak of the market cycle and which is the weakest spot
for our investment strategy. We feel very confident our targets will be achieved once we are
through the full cycle.

A consolidated portfolio view  
For better illustration, we consolidate our portfolio holdings on the long side – as well as on the
short side – into a notional combined entity allowing us to better illustrate to investors the
economics of an average company in the portfolio. Our ‘average company’ looks like the following:

Our investment philosophy is to go long great companies at attractive valuations, with midcaps
being our sweet spot, and to short weak and overvalued companies, preferably in the large cap
area. The difference in size of the companies on either side is well underpinned by the average
revenues and other fundamental data provided in the tables above. However, there are significant
differences when it comes down to EBIT growth, leverage, and valuation:

EBIT growth: We expect the average long company to grow EBIT in the magnitude of 9-11% p.a.
in 2018E and 2019E. This is lower than in 2017 (expected at 16%), but still high on conservative
assumptions. Furthermore, some of our key holdings show profiles of growth accelerating in the
years ahead, benefiting from multi-year restructuring programs and/or structural growth drivers.
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Table 2: Blackwall ‘average company’ portfolio example

* Source: Bloomberg, Blackwall Capital Investment AG
1 Note there can be no assurance that these estimates will be achieved

Short Investments: 
Typical Company Economics

Financials* (EUR m) 2016 2017 2018E¹ 2019E¹

Sales 14,639 15,711 16,202 16,375

Gross Profit 4,535 4,944 5,049 5,060

EBIT 1,266 1,510 1,518 1,414

Net Income 972 1,012 1,020 876

FCF 462 808 862 726

Net Financial Debt 4,933 4,966 4,819 4,714

Valuation Ratios* 2016 2017 2018E¹ 2019E¹

P/E 23.5 16.8 15.5 16.5

P/BV 4.4 4.2 3.9 3.4

EV/EBIT 16.7 14.3 13.3 13.3

Net Debt/EBITDA 1.5 1.4 1.3 1.1

Dividend Yield 3.1% 2.9% 3.1% 3.1%

ROE 13.8% 23.1% 20.1% 17.7%

ROCE 12.1% 11.8% 12.8% 12.9%

Long Investments:
Typical Company Economics

Financials* (EUR m) 2016 2017 2018E¹ 2019E¹

Sales 5,580 5,729 5,985 6,257

Gross Profit 2,909 3,024 3,181 3,356

EBIT 1,056 1,225 1,357 1,478

Net Income 632 740 848 942

FCF 688 692 865 933

Net Financial Debt –679 –870 –632 –682

Valuation Ratios* 2016 2017 2018E¹ 2019E¹

P/E 35.8 23.1 18.9 15.7

P/BV 3.4 4.5 4.2 3.9

EV/EBIT 16.0 17.8 14.8 12.9

Net Debt/EBITDA –0.4 –0.5 –0.3 –0.3

Dividend Yield 2.3% 2.0% 2.2% 2.4%

ROE 9.2% 12.9% 16.3% 18.7%

ROCE 7.4% 8.2% 10.5% 13.1%



On the contrary, the average short company is likely to face a collapse of growth rates towards
the zero/negative level (1% to –7%) in 2018E and 2019E respectively.

Leverage: Most of our long companies are operating with low net debt positions (some are net
cash), thus posting an average net cash/EBITDA of about 0.3x. At times of potentially rising interest
rates, this might provide strategic optionality while others are constraint. In comparison, the
average company on the short side is posting a net debt/EBITDA of 1.3x.

Valuation: In terms of valuation, we use various metrics, with our preferred ratio being EV/EBIT.
On average our long portfolio trades at 14.8x for 2017E and 12.9x for 2018E. This is quite similar
to the 13.3x for the short portfolio, despite the long companies operating on much stronger growth
metrics.

In summary, we argue, the companies we invested on the long side are substantially more 
attractively valued due to a much higher growth profile and lower leverage than the ones on the
short side.

We wish you a prosperous and healthy 2018! 

Best regards, 

Thomas Karlovits
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Blackwall capital investment AG, Gubelstrasse 24, 6300 Zug, switzerland

Tel: +41 41 555 1111
info@blackwallcapital.com
www.blackwallcapital.com

Trium capital llp, 60 Gresham street, level 4, london ec2V 7BB, u.K.

Tel: +44 20 7073 9250
ir.trium-blackwall@trium-capital.com
www.trium-ucits.com/blackwall

This document has been issued by Blackwall
capital investment AG (“Blackwall”) which is
licensed and regulated by finmA (swiss
financial market supervisory Authority). it is a
limited company under swiss law with its
registered office at Gubelstrasse 24, 6300 Zug,
switzerland. This document is for professional
investors and market counterparties only.
Blackwall acts as sub-investment manager to
Trium capital llp, which is the investment
manager of Trium uciTs platform plc. (of
which the Blackwall europe l/s fund is a sub-
fund).

Blackwall is not acting as financial advisor or
fiduciary to any party to whom it delivers this
document or who invests in a fund or
managed account managed or sub-managed
by Blackwall. in particular, this document (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 document is intended for discussion
purposes only and does not create any legally
binding obligations on the part of Blackwall.
Without any limitation, this document 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 Blackwall
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 Blackwall. Although the
above information has been taken from
sources which Blackwall believe to be
accurate, no warranty or representation is
made as to the correctness, completeness
and accuracy of the information or the assess-
ments 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 document 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 Blackwall. The
distribution of this document and/ or the infor-
mation contained herein in certain jurisdic-
tions may be restricted, and, accordingly, it is
the responsibility of any recipient to satisfy
itself as to compliance with relevant laws and
regulations.

The u.s. commodity futures Trading
commission has not approved or disapproved,
passed on, or endorsed, the merits of these
product offerings.

The estimates, investment strategies, and
views expressed in this document are based
upon past or current market conditions and/or
data and information provided by unaffiliated
third parties (which have not been independ-
ently verified), may differ from estimates,
investment strategies, and views set out in
other documents published by Blackwall 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 unaffil-
iated third parties or as to any assessment
made on such basis.

The information contained herein is prelim-
inary, 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 termi-
nology 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 state-
ments.

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 infor-
mation contained herein.

in the event of any discrepancies between the
information contained herein and a
prospectus, the prospectus will supersede.
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 document 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
Blackwall. 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 Blackwall or
Trium capital llp. 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 eligi-
bility requirements 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 except for the years
for which audited financial statements are
available. 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 invest-
ments 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 appro-
priate 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 market data
providers and other third party sources.

Although Blackwall believes these sources to
be reliable, it is not responsible for errors or
omissions from these sources. in certain juris-
dictions 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. Blackwall may have
total trading authority over the fund, and the
performance of the fund will be dependent
upon the services of Blackwall. 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.

Important Information
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