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Dear Investor, 

Although the returns for the Fund were positive, the 2nd quarter of 

2016 proved challenging. While in April the Fund was down by 

1.42%, largely due to our investment in Stroeer, (as explained in our 

last monthly update), both May and June were positive months for 

the fund, with net returns +1.08% and +1.16% respectively. The 

performance for the quarter is +0.80% bringing the YTD net return 

to +3.74% and the ITD net return to +13.60%. No leverage was 

employed and the average net exposure was approximately 7% over 

the 2nd quarter.* 

The Fund’s assets under management increased from EUR 41.5m to 

EUR 64.8m over the 2nd quarter, with a number of institutional 

investors subscribing to the Fund. 

Given the growing institutional interest in the Fund, and as 

highlighted previously, we would like to remind you that we will 

close the founder’s share classes (Class E and Class G) at the earlier 

of 31st August 2016 and the date at which these share classes have 

reached EUR 100m. A new share class, Class I, will be launched with 

a fee structure of 1.5% management fee and 15% performance fee 

for subscriptions in excess of EUR 100,000. In addition, a new 

institutional share class, Class M, will be launched with a fee 

structure of 1% and 15% performance fee for initial subscriptions of 

EUR 5m and above. Lastly, a new retail share class, Class H, will be 

launched with a fee structure of 1.5% management fee and 15% 

performance fee with no minimum initial subscription. 

BREXIT 
 

In last week’s referendum, Britain voted to exit the European Union. 

I would briefly like to guide you through our thought process prior 

to and after the vote. 

Preparing for the day... 

Prior to the vote, numerous polls suggested that the result would be 

close. Bookmakers, who traditionally tend to be better forecasters, 

were overwhelmingly predicting Britain was going to remain within 

the EU and, on referendum day, the odds of a ‘remain’ outcome was 

greater than 80%. 

Whenever we approach a scheduled major global event , such as 

June’s EU referendum, our preference is to stay as market-neutral as 

possible. How our stocks react to a one-off political event where the 

result is unknown is unpredictable and as such we do not try and 

guess the outcome. We hope you remain long term investors, and 

we are therefore content to occasionally waive some intra-month 

performance in order to avoid excessive risk. 

Therefore in the run-up to referendum, we scaled down the gross 

investment and went into June 23 with a net exposure of -1%. 

The portfolio was conservatively positioned regardless of the 

outcome.  

23 June and the immediate aftermath…… 

The day’s performance exceeded expectations.  

Though our exposure to the UK was very limited (just a few % points 

on both sides), the contribution to the performance was substantial. 

We closed out 3 of our UK related short positions: Easy Jet, 

Henderson and Eurotunnel. All 3 companies’ stock price declined 

substantially during the day, whereby we met our target price on 

each of the stocks and as such we reallocated capital to new 

investment ideas. Our long UK stock exposure was maintained and 

we suffered very limited losses on the day, which was reversed over 

the coming days, reaching new highs soon thereafter. 

Our performance for 23rd June was +0.8%; with the exception of 7 

days, the portfolio was positive throughout June, and was never 

down by more than 0.6%. After the referendum, we gradually 

shifted to a modest net long bias of about 5% by the end of the 

month. The total monthly performance was +1.16% bringing the YTD 

total performance to +3.74%.* 

What’s next… 

Please note, as a foreword to the next few paragraphs, we are 

investing in single companies and not aiming to make macro 

forecasts. However, we are not immune to events such as this 

referendum, which will have far reaching consequences for many: 

1. 60 years of European integration has reached a critical point. 

The UK referendum is an example of how things may be seen 

to have been moving in the wrong direction for the past 

decade. The financial crisis of 2008 revealed the total lack of 

governmental underpinning for the Eurozone. Recent political 

events in Poland and Hungary highlighted the different views 

on constitutional rights. In addition, the number of refugees 

entering the EU is currently low thanks to the agreement with 

Turkey, which demonstrates that the EU lacks the ability to 

protect its own borders. 

2. Whilst we believe that the current economic and geopolitical 

circumstances make it unlikely that other countries will follow 

in the UK’s footsteps, we cannot rule it out entirely. 

We have now entered uncharted territory and it is fair to assume 

that this will be a protracted period of uncertainty whilst the UK 

negotiates their exit from the EU (the UK has 2 years from triggering 

Article 50 in which to negotiate its exit). Although there might be a 

2nd referendum at the end of such negotiations, we do not anticipate 

this happening, as this would undermine the whole democratic 

process. Last but not least, European leaders are still in shock, but 

once the dust settles, some might also see this as an opportunity to 

move the EU forward aligning it more closely with the Eurozone and 

removing any exemptions. 

Based on WTO data, there has been a noticeable increase in 

restrictive trade measures over the last couple of years. World trade 

volumes declined in Q1 2016** – this is only the 4th time that this 

has happened since 1960 (the other 3 times occurring in the 

recessions of the mid-1970s, early 1980s and in 2008). This may 

adversely affect emerging markets and global companies. 

*Source: Trium. The figures refer to the past. Performance is quoted net of fees based on 

unaudited figures. Performance from launch (19 December 2014) to 31 December 2014 was -0.10%. 

Inception date: 19 December 2014. All at 30 June 2016. 

**Source: IMF 
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Having learnt from the financial crisis, today’s management teams 

will adapt quickly to any economic decline – their actions will 

include quick capex cuts and cost reductions. Against the 

background of anaemic GDP growth, such actions increase the risk  

of recession in Europe, this already at a time when the US and 

Chinese economies are slowing.  

Although the coming years may be turbulent, it is  our view that the 

portfolio is well positioned to take advantage of such an 

environment. 

Portfolio Structure  

As outlined in our previous newsletters, we view our long portfolio 

holdings as if it were one entity, and do the same with our shorts. 

This allows us to create a notional “typical company” to better 

illustrate the economic characteristics of an average company in the 

portfolio. Please see the tables below: 

Long Investments: Typical Company Economics 

Financials* (EUR m) 2014 2015 2016E1 2017E1 

Sales 3737 4052 4256 4422 

Gross Profit 1655 1745 1854 1936 

EBIT 559 636 694 749 

Net Income 373 436 473 511 

FCF 317 381 405 458 

Net Financial Debt 1483 1077 892 683 
 

 

Valuation Ratios* (EUR m) 2014 2015 2016E1 2017E1 

P/E 26.5 22.4 16.8 14.6 

P/BV 3.3 3.2 2.6 2.4 

EV/EBIT 21.2 15.9 12.1 10.9 

Net Debt/EBITDA 0.6 0.3 0.2 0.1 

Dividend Yield 2.5% 2.4% 2.9% 3.2% 

     

ROE 19.4% 24.2% 25.0% 23.6% 

ROCE 16.0% 17.3% 19.4% 20.7% 
 

Short Investments: Typical Company Economics 

Financials* (EUR m) 2014 2015 2016E1 2017E1 

Sales 24058 27525 27582 26566 

Gross Profit 7286 8236 8222 7726 

EBIT 2537 2966 2745 1743 

Net Income 1921 1951 1789 985 

FCF 836 1008 897 755 

Net Financial Debt 10179 9515 9267 8919 
 

 

Valuation Ratios* (EUR m) 2014 2015 2016E1 2017E1 

P/E 19.4 21.6 18.2 33.1 

P/BV 3.8 4.1 3.6 3.5 

EV/EBIT 14.7 15.5 16.8 26.4 

Net Debt/EBITDA 2.0 1.6 1.5 2.6 

Dividend Yield 2.5% 2.4% 3.0% 3.3% 

     

ROE 17.2% 15.3% 11.8% 6.0% 

ROCE 8.9% 8.2% 7.5% 4.1% 
 

*Source: Bloomberg, Blackwall Capital Investment AG. 
1

Note that there can be no assurance that these estimates will be achieved. 

On the long side, we look to invest in great companies, focusing 

primarily on mid-caps. On the short side, we look for weak 

companies, which are preferably large caps. As can be seen in the 

tables, the stocks held on the short side typically have revenues 

approx. 6-7x larger than those that are held on the long side. 

When analysing data from 2015, we see:  

 Gross Margin: the average gross margin on the long side is 43.1% 

compared to just 29.9% of the shorts (in fact, this is close to 

Stoxx 600 average of 29.3%). 

 EBIT Margin: the longs show an average EBIT margin of 15.7%, 

substantially higher than the shorts with 10.8% (Stoxx 600 

average: 8.2%). It’s worth pointing out that 2015 was a good year 

for cyclical companies which comprise a large part of our short 

book. Thus their margins are rather close to peak, certainly 

above mid-cycle level. 

 Net Profit Margin: as for the EBIT margin, the same goes for the 

net profit margin. In 2015 the average long generated a margin 

of 10.7% versus 7.1% from the shorts. 

 Return on Equity: the average long in the fund generates a ROE 

of about 24.2% compared to 15.3% generated by the average 

short. The latter isn’t bad, but again, rather a peak level with the 

mid-cycle level closer to upper single digit. 

 Leverage: compared with the broader equity market showing a 

net debt/EBITDA ratio of 3.4x, both longs (0.3x) and shorts (1.6x) 

are rather low in 2015. However, while longs are soon to become 

net cash positive, the shorts are likely to post higher net 

debt/EBITDA levels in the event of a recession. 

When valuing a company we use a number of metrics, with our 

preferred metric being EV/EBIT ratio. On average the stocks in our 

long portfolio trade at 15.9x in 2015 and 12.1x for 2016E, with the 

short portfolio trading at 15.5x and 16.8x respectively.  

Overall, we believe that our Fund holds companies with a strong 

franchise and superior margins on the long side, which generate 

substantially higher ROE with almost zero debt levels. As for the 

shorts held, we believe that they represent companies with weak 

business models that are particularly vulnerable to the next 

economic downturn and are liquid enough to avoid most market 

short squeezes. 

In our view, the different components of our portfolio represent our 

investment philosophy, namely to invest for the long term in great 

companies while shorting overvalued and weak companies over the 

medium-term. 
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Best regards,  

Thomas Karlovits 
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CONTACT DETAILS 
 

Investment Manager 

Trium Capital LLP 
60 Gresham Street, Level 4 
London EC2V 7BB 
United Kingdom 

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

Investment Advisor 

Blackwall Capital Investment AG 
Gubelstrasse 24 
6300 Zug 
Switzerland 

Tel: +41 41 555 1110 
info@blackwallcapital.com 
trium-ucits.com/Blackwall 
 

 

IMPORTANT INFORMATION 
 

This document has been issued by Trium Capital 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 advisor or fiduciary to any party to whom it delivers this document 

or who invests in a fund or managed account managed by Trium. 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 Trium. 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 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 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 Trium. The distribution of this 

document 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. 

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 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. 

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 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 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. 
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