
Dear Investor,

Any loss feels bad. And a decline against an otherwise rising market feels even worse. Closing the
year at –14.45% is disappointing, and well below our own expectations – in particular after returning
+35.80% in 2020. With around 95% of active share measure, we will always deviate from the overall
index, but we regard the past 2 years to be both on the rather extreme end of the spectrum.

We believe our portfolio suffered disproportionately from sector rotations, from growth into value,
while simultaneously our hedging strategies didn’t work either. The overall market worries about
inflation and rising interest rates led to multiple periods of extended selling of growth companies.
While such rotations might make sense from a macro perspective, we believe it bears some risks
from a bottom-up analysis, if done on an indiscriminatory basis:

– In our view, many so-called value stocks are in the process of being disrupted and/or are of a
very cyclical nature. It requires a great element of timing to get them right and bears a signif-
icant risk of permanently losing money if one gets this wrong. Thus, we for the most part stay
away from investing in this particular area. 

– Within the growth segment, the valuation gap is significant, in particular when comparing
European companies with their US peers. US companies are regularly 2-3x more expensive,
and even 5 -10x higher multiples are not uncommon. As outlined over the course of 2021, we
fully share the implications higher interest rates have on expensively priced, long duration
companies, in particular with multiple years of early-stage losses and almost the entire value
deriving from the terminal value.

In general, value investing is considered the opposite of growth investing. We believe this is wrong.
There are investment cases offering high growth opportunities and there are also low growth
companies. But value is what you pay for. Our preference is to invest in structurally fast-growing
companies at a reasonably low valuation.

As such, we don’t believe the recent short-term price movements fairly reflect the mid- to long-term
growth and cash generation profile of our portfolio holdings. In addition to our usual illustration towards
the end of a newsletter of the “typical” company held, here are some broader portfolio observations:

– 46% of our portfolio is weighted in “growth” stocks with sales and EBIT expected to grow
by more than 10% annually over 2022E and 2023E.

– 88% of our portfolio companies are expected to be EBIT positive in 2022 (as in 2021). Only
3 companies are making a loss in 2022 of which one should be strongly positive in 2023
and the other two close to break-even (the combined weighting of the latter two companies
is just 2% of the fund). 

– 63% of the portfolio weighting is in companies with an expected net cash position in 2022
and in 2023. If we would argue that a net debt/EBITDA of less than 0.5 is equivalent to a
debt-free company, then 24 companies or 80% of the weighting qualify as such.
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Quarter to Date Return: –5.10%*
Year to Date Return: –14.45% *
Assets Under Management: EUR114.7m
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The price declines in such companies are even more remarkable as the average portfolio is trading
at an EV/EBIT of 12.3x for 2022 and 10.7x for 2023 – which is well below general market levels
(e.g. Stoxx 600: 15.9, 15.1 respectively) and even more so compared to technology indices (e.g.
Stoxx Technology: 38.5 and 33.6). The cheapest stock in our portfolio trades at about 2.9x EV/EBIT
for 2022. Due to strong earnings growth and a further increase in net cash EV/EBIT is expected
to drop to around 2.0x in 2023.

Irrespective of any short-term performance, the key to the long-term performance of the fund is
the underlying ROCE profile of the companies we invest in (please re-read our Q2 2021 newsletter
for full details). Our companies had an overall positive operational development in 2021. 

As for 2022, many of them start with record order books, capable of overcoming any potential
short-term economic downswing as H1 looks more fragile in terms of global economy. Given infla-
tionary trends, it is most important that their market positions are strong, with an economic
competitive advantage allowing them to pass on price increases and higher input costs. An excep-
tionally strong balance sheet allows them to take benefit of weaker competitors if such opportu-
nities occur. 

More specifically some of our core cases should enter steep upside in their respective S-curves,
resulting in a significant increase of the respective ROCE, from 6.9% in 2021 to 20.9% in 2022 and
34.5% in 2023 in this group. Such increases should get noticed by the broader financial
community and over time be reflected in their respective valuations and prices. The numbers
below are very similar to what we posted in the Q2 2021 newsletter when displaying that data for
the first time.

In the following, we would like to discuss one particular investment of the fund which was affected
from several matters described above, while at the same time matching all criteria we have in
place for buying into very promising growth investments at early stage.
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Portfolio Potential, ROCE grouped by category of upside to our fair values

% Portfolio ROCE vs upside* 2020 2021E¹ 2022E¹ 2023E¹ 2024E¹ 2025E¹

Ca 30% > 5x 1.7% 6.9% 20.9% 34.5% 49.1% 51.3%

Ca 30% 1-5x 9.2% 12.2% 13.8% 15.2% 23.2% 24.0%

Ca 35% 50%-100% 13.9% 16.1% 18.1% 20.1% 20.2% 20.2%

Ca 5% up to 50% 12.8% 16.7% 16.9% 17.2% 17.3% 17.7%

Average 11.0% 14.0% 17.3% 20.1% 24.2% 24.8%

Weighted average 7.7% 11.0% 16.7% 21.9% 28.0% 29.2%
* Source: Bloomberg, Blackwall Capital
1 Note there can be no assurance that these estimates will be achieved



Investment case: Mynaric

Historically, we have avoided publishing about single stock investments for various reasons but
by illustrating a kind of “typical” growth case it is probably best explained what happened in 2021. 

Mynaric – Share price 2020 and 2021 – key events highlighted

Mynaric was a drag by 4.2% due to sizing and magnitude of decline. After peaking in February
2021, the share price suffered significantly throughout the year, particularly in the technology
routs of February/March and November/December. 

Our analysis remains unchanged, and we actually foresee a stronger upside today than that which
we envisaged a year ago, as the TAM (Total Addressable Market) has further increased, and
technological leadership has been confirmed by multiple agreements which will turn into earnings
as of 2023 and Free Cash Flow as of 2024. Whatever market share we believe the company can
achieve; the long-term upside is at least 10x+ in our view. Here is our investment case: 

Sustainable competitive advantage

Mynaric produces laser terminals that connect fast moving objects (e.g., satellites, drones) over
long distances. Laser is a disruptive technology thanks to its superiority to the incumbent use of
radio frequency. It is faster, cheaper, more power efficient, more secure and requires no spectrum
licensing. It is the undisputed technology of choice by all satellite constellations to be launched
this decade.

Mynaric is an offspring of the German Aerospace Center, with more than 20 years of R&D
experience in laser communications. Replicating their technological lead is no easy task, e.g.,
SpaceX has been working on their own laser for more than 7 years (given their level of determi-
nation this is quite telling) and they still haven’t achieved a satisfactory product. At this stage we
only consider Airbus (via its business unit Tesat) to have a competitive product (though Mynaric’s
latest generation offers 10x higher speed). SA Photonics has a prototype and Thales claims that
they will have something by end of 2023. It is important to also note that the vast majority of satellite
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(1) Covid 19 market sell off

(2) US SDA tranche 0 award

(3) First tech rout due to higher inflation/
interest rates

(4) US SDA proof of interoperability and delivering 
on specifications

(5) SpaceLink order 

(6) SpaceBelt order

(7) Launch of next generation laser terminals

(8) Strategic cooperation with Northrop Grumman

(9) Capella Space order

(10) Nasdaq Listing

(11) 2nd Tech rout

(12) UN:IO, selected by EU Commission for initial
work on independent European satellite network

(13) DARPA: selected for Space-BACN, setting the
standard for interoperability within optical
satellite comms

Source: Bloomberg, Blackwall Capital



constellation operators decided to buy laser terminals in the open market and are not even doing
any R&D on their own.

Underpinning their technological importance, it is also worth noting that in July 2020, the German
government banned Mynaric from selling their technology to China. This came on the back of an
intervention from the US government and is quite rare given Germany’s open business relationship
with China. What followed was a series of initial orders Mynaric received from the US SDA (Space
Development Agency) and DARPA (Defense Advanced Research Project Agency). In April 2021
Mynaric was the first one of the 3 so far selected laser terminal providers that achieved both inter-
operability and full delivery on the specifications (Airbus and SA Photonics followed in H2 2021).

Beyond the technological leadership we believe Mynaric’s scale and cost structure is another
competitive advantage. Although this could disappear over time, if executed well, it is more likely
to become sustainable. In June 2021, Mynaric opened its new serial production facility at the
outskirts of Munich with an annual capacity of 2,000 laser terminals. Another facility in the US is
already in preparation. This is substantially bigger than its biggest rivals (Airbus with an annual
capacity of 1,000 units) or SA Photonics (no serial production at this stage). From the SDA tender
we can further conclude that Mynaric offers products significantly cheaper than Airbus (about
30%). 

Is there any better sustainable competitive advantage than a leading technology combined with
scale economies shared?  

Satellites and Airborne: a long runway to grow

Laser communications is addressing highly attractive markets such as Internet to the rural world,
connectivity in the air/space, earth observation, and cyber security, which are all still in their
infancy but very likely to show explosive growth throughout the rest of this decade. As for Mynaric
there are 2 business segments: Airborne (drones/airplanes) and Satellites. We start with the
Airborne segment as it is generally neglected by investors but bears high potential and focus
thereafter on the Satellite opportunities. 

Airborne (drones/airplanes)

Although the Airborne segment is not discussed much publicly, Mynaric projects the business
opportunity to be similar in size relative to LEO satellites. Yet, that potential appears still much
misunderstood, and way underestimated by analysts and financial investors.

At this stage, the Airborne activity of Mynaric is focussed on: 1. Finalisation of flight tests with a
German start-up partner (linked to Grob Flugzeugwerke) with subsequent marketing, predomi-
nantly for government applications (e.g. border patrol). 2. Providing laser terminals to US systems
integration providers for joint demos in late 2021/H1-2022. 3. Formation of a strategic partnership
with a US drone vendor for joint global marketing, likely H1 2022. 4. Preparation of proposals for
large, 3-digit drone projects in South Korea (defence) and Japan, for 2022-23. 5. Participation in
request-for-information of government-funded US Marine drone programme, with first contracts
likely to be awarded in 2022. 6. Development of laser communications terminal for next-generation
European fighter jet FCAS (Future Air Combat System), succeeding the Eurofighter jet from 2027.

Thus, the Airborne segment is progressing well (behind closed doors) and should contribute
sizeable business to Mynaric from 2023 (in terms of orders possibly from H2-2022). Airborne is
supposed to be the higher-margin opportunity as it will be more fragmented than satellite space.
Notably, as for the LEO satellites, Airborne is a business with a very high level of maintenance.

Satellites

Today a single week brings more space news than an entire quarter did 2 years ago. Every time
we have revisited the investment case in recent months the number of satellites in space projected
for 2030 increased significantly. The European Space Agency estimates in its latest forecast about
100,000 satellites circling planet Earth by the end of this decade. In comparison, 2020 started
with ca 2,300 satellites in orbit from all nations combined. By now SpaceX has already added about
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1,800 satellites and One Web almost 500 satellites into the lower orbit. Note: these early satellites
are equipped with RF technology, while laser will prevail from 2023/24 on. 

A lot of media attention is on the mega-constellations like Starlink, Telesat Lightspeed, Amazon’s
Kuiper and OneWeb, but it would be short-sighted to ignore the multitude of smaller players as
well as the various government initiatives. Here is an overview of the main players and their
potential for Mynaric:

– US SDA (USA): The US SDA so far awarded 20 tranche 0 satellites, of which Mynaric is
one in three laser terminal suppliers, scheduled to be launched into orbit in 2022. The
decision of the next US SDA “tranche I” tender of its Transport Layer (126 satellites times
4 laser terminals) is scheduled for January 2022. We see strong likelihood that Mynaric
will at least retain its supplier position, not least as specifications for “tranche I” will be
more demanding (smaller size, lower power, ...) and Mynaric believes at least half of all
bids were submitted with Mynaric terminals included. Hence, Mynaric can expect a new,
much larger US SDA contract by early 2022. As for the “phase 0 Tracking Layer” of the US
SDA, Mynaric had lost out to SA Photonics in supplying L3 Harris (USA) given that its
terminal was too large and L3 Harris misunderstood Mynaric’s market position (‘US small
business’ definition). Both issues have now been resolved and with its much smaller, more
powerful new next gen Condor mk3 laser terminal, Mynaric is confident that it will enter
into business with L3 Harris for the “Phase I” of the Tracking Layer. Furthermore, thanks
to its strategic supply agreement with Northrop Grumman, Mynaric has a good opportunity
to also enter the Tracking Layer via the SDA’s second prime supplier. In addition, Mynaric
is also confident to gain business from the next phase of “Mandrake”, a joint LEO satellite
project of the US SDA, DARPA, and US Air Force Research (so far being supplied by SA
Photonics).

– DARPA (USA): The US DARPA LEO satellite constellation project is the most advanced of
all US government space activities and will launch its first two satellites in H1-2022. The
satellites will be supplied by Telesat with laser terminal supply being shared in between
Mynaric and SA Photonics. The H1-2022 launch will be the first launch into orbit of Mynaric
laser terminals and will thus provide full space certification of its technology by mid-2022.
That should give Mynaric a clear edge for the subsequent generation, for which DARPA
requires greater bandwidth of 100Gb/s. While Mynaric has 100Gb/s technology already
on hand and likely in a mature state by early 2022, it appears competitor SA Photonics may
not get it up and running in time. Thus, Mynaric’s position to capture (a share of) the next
phase 20-satellite contract could not be any better. That optimism is well funded given
Mynaric’s recent selection by DARPA to develop the architecture of next-generation laser
communications terminals to connect government and commercial satellites. DARPA is
pursuing a new laser terminal design that would be compatible with any constellation and
make it easier for government and commercial satellites to talk to each other. The program
is called Space-BACN, short for space-based adaptive communications node. Mynaric
and other providers will propose ideas on how to produce optical communications
terminals that are constellation agnostic, smaller and cheaper than current models. In
effect, they are setting the standard for future interoperability within optical satellite
communications. 

– Other US government and private space projects: Mynaric confirms to be in advanced
negotiations with several large prime contractors for smaller, 10-50 satellite constellation
projects. Mynaric CEO Altan anticipates to be awarded firm orders from such projects
throughout 2022-23 as those operators will go ahead without an initial demo phase,
instead relying on testing results of DARPA and US SDA.

– Telesat (Canada): Telesat has recently awarded its long-awaited USD3bn prime contractor
contract to French group Thales Alenia Space, which is to supply 298 satellites for Telesat’s
commercial constellation from end-2022 through 2024. The contract was “bought by
France” thanks to very generous public financing of the total project (i.e. subsidies). Each
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satellite will be equipped with 4 laser terminals, which Thales Alenia has announced to be
built internally (implying a lost opportunity for Mynaric). However, Mynaric remains in
discussions with both Telesat and Thales Alenia, not least as Thales’ laser subsidiary
RUAG-Thales does not yet have a working laser terminal, is said to still be at “square one”,
and Thales being strongly interested in establishing relations with US governmental space
agencies (US SDA and DARPA, with both of whom Mynaric has existing customer
contracts). As a result, Mynaric remains confident that it will capture a portion of the laser
supply to Thales/Telesat in exchange for support to get RUAG-Thales’ inhouse devel-
opment going. Thus, the train has not left yet without Mynaric on board. 

– OneWeb (UK/India): Thanks to the recent additional funding from Bharti Global
(USD500m; now owning 39% in OneWeb), OneWeb has largely in place the financing to
complete Phase I of its satellite constellation (648 satellites, made by Airbus, not using
laser comms but inferior RF instead), to be completed by 2023. OneWeb, led by Indian
shareholder Bharti Global, has begun the planning for Phase II of its constellation which
is planned to encompass 6,372 satellites that will be equipped with laser comms terminals
and be launched from 2024 onwards. According to public media, Bharti is not satisfied
with Phase I satellite supplier Airbus and will thus likely switch to an alternative supplier
for Phase II. Mynaric has been engaged with Bharti Global for some time, describes
relations as “very promising”, has established a partnership with Indian integrator JR
Aerospace and is thus confident to capture strong business from OneWeb’s Phase II build-
out. The award of first Phase II contracts by OneWeb can be expected for H1-2022. 

– Amazon Kuiper (USA): Amazon Kuiper is progressing more slowly than originally planned
with its 3,236 satellite LEO constellation, not least as Amazon’s Blue Origin launcher rocket
project is behind schedule. Despite the limited progress in recent few quarters, the FCC
deadline for Amazon Kuiper remains to have at least 50% of its constellation in operation
by no later than 2026, otherwise it will lose its frequency rights. Mynaric remains in close
contact with Amazon Kuiper, not least as several positions in Kuiper top management have
been filled with former colleagues of Mynaric CEO Altan. From today’s perspective, 2022
will be the year in which Amazon Kuiper will select its prime contractor as well as laser
terminal suppliers. 

– SpaceX (USA): SpaceX will supply all of its polar StarLink satellites with inhouse-developed
laser comms terminals starting from 2021 and all of its antipolar satellites also with laser
comms terminals from 2022. Discussions of SpaceX and Mynaric keep on going (NDA in
place) and Mynaric’s 2020 contract wins with US SDA and DARPA have reinforced its credi-
bility and position with SpaceX. Mynaric is in the advanced stages of completing the devel-
opment of its next generation laser terminal (60% smaller than its predecessor, bandwidth
up 10x from 10Gb/s to 100Gb/s), which would fit very well with SpaceX’s specs and has
attracted SpaceX’s interest. The terminal will be available from H1-2022 and has a fair
chance for SpaceX to purchase a Mynaric license or for Mynaric to supply components.

– EU constellation: The project of EU Commissioner Thierry Breton to build a European LEO
satellite constellation for “internet from space” from 2024 so far appears to be a lost oppor-
tunity for Mynaric. The project, up to now, is completely dominated by “old space” suppliers
Airbus, Thales Alenia, OHB, SES, Eutelsat, Hispasat, etc. These participants are fighting
for the EU subsidies with the French trying to establish a very France-dominated
consortium. European “new space” vendors, including Mynaric, will commission an alter-
native feasibility study with much superior specs and economics, to be submitted to EU
commissioner Breton by mid-2022. The Mynaric-co-led consortium UN:IO (which also
includes BMW, Volkswagen and Telefonica) will provide the EU with a detailed technical
concept for their respective proposed constellation architecture to establish Europe’s
future sovereign communications infrastructure in space. The selection for the study
follows a competitive tender that engaged around a dozen contesters bidding to lay out
Europe’s path towards a secure, very fast and, above all, sovereign communications
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network. Mynaric, together with rocket launch provider Isar Aerospace and satellite
manufacturer Reflex Aerospace, form the inner circle of the UN:IO consortium that leads
a group of currently around twenty involved European companies and organizations. 

– Asia space: Mynaric remains engaged with LEO satellite constellation projects in India,
Japan, and South Korea. All of them would initially be smaller constellations of 10-20 satel-
lites each. However, first orders are not expected before late-2022 at the earliest.

Order flow in 2021 and strategic partnership with Northrup Grumman

Following the tranche 0 award in 2020 by the US SDA and the successful testing in April 2021 (as
well as their DARPA award in H2 2020), Mynaric received a number of client orders throughout
2021:

– Spacelink, April 2021: Mynaric has signed the term sheet for a contract worth USD20m
(=40 laser terminals) from US-based Spacelink, a subsidiary of Australian Electric Optic
Systems Holdings. This is the largest contract that Mynaric has ever received, the largest
laser terminal contract for space that was ever awarded and the key USP for Mynaric has
been its proven interoperability with US government satellite constellations of US SDA and
DARPA. The contract represents a market expansion for Mynaric as it adds MEO (Medium
Earth Orbit) to LEO (Low Earth Orbit) applications. There is also an option included to
further enlarge the contract, the laser terminals of which will be delivered to the customer
from 2022. We understand there are other candidates who plan similar services to that of
Spacelink which have not yet selected their laser terminal supplier.

– SpaceBelt, May 2021: Mynaric signed a second meaningful customer contract with
SpaceBelt for 20 laser terminals for the equipment of 10 LEO satellites. SpaceBelt will
provide a new application, data security-as-a-service, taking advantage of Mynaric’s laser
technology due to its unparalleled level of security as well as interoperability with US
government satellite constellations.

– Northrop Grumman, November 2021: Mynaric has signed a multi-year, strategic
agreement with Northrop Grumman. They signed the agreement with a shared interest in
accelerating the growth, development, adoption, and innovation of laser communication
solutions primarily for aerospace and defense applications, including air, space, ground,
maritime, and undersea with a near-term emphasis on the space arena for the U.S.
government’s needs and missions. The agreement foresees business of a minimum value
of Mynaric products and/or related services of at least USD35m over the agreement term.
We believe the emphasis should be on “minimum”, expecting this agreement to translate
well beyond USD100m over the initial 5-year time frame.

– Capella Space, November 2021: Capella Space will become the first commercial
Synthetic Aperture Radar company to demonstrate compatibility with the US SDA archi-
tecture. Mynaric will be delivering its next generation laser terminals, Condor mk3. We
believe that the initial size of this order is in the magnitude of about USD10m. 

– UN:IO, EU Commission, December 2021: The Mynaric co-led consortium UN:IO has
been selected by the EU Commission for initial work on an independent European satellite
network. Mynaric is the designated supplier of laser terminals for UN:IO’s proposed
satellite network of more than 400 satellites (i.e., more than 1,600 terminals), targeted to
become operational from 2025. Although this is just an invitation and no awarded contract
yet, we note that UN:IO is supported by some high-profile European corporates, like
Volkswagen, BMW, and Telefonica. In our view, if this consortium does not receive a
contract from the EU Commission, they will go ahead anyway and build the constellation
itself. For the German car industry, it is essential to build an equivalent to the combination
of SpaceX-Tesla, especially when one considers the topic of autonomous driving over time. 

– DARPA, December 2021: Mynaric has been selected to participate in a DARPA program
to develop next-generation laser communications terminals to connect government and

Page 7/12 2021 Q4    Quarterly newsletter    Blackwall europe equity fund 

Blackwall
Capital

This documenT is for The inTended recipienT only
Applications for shares in any sub-fund of the Blackwall uciTs platform icAV should not be made without first consulting the current prospectus,
supplement, Kiid, Annual report and semi-Annual report (“offering documents”), or other documents available in your local jurisdiction which
are available free of charge from Blackwall capital investment AG. paying Agent for switzerland is reyl & cie ltd., (62 rue du rhône, ch-1204
Geneva, switzerland). legal representative for switzerland is mont-fort funds AG (63 chemin plan-pra, 1936 Verbier, switzerland). for shares
distributed in and from switzerland, the place of performance and jurisdiction is the registered office of the swiss legal representative.This information
has been prepared solely for information purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument
or to participate in any particular trading strategy. please refer to important information at the end of this document.

www.blackwallcapital.com



commercial satellites. DARPA is pursuing a new laser terminal design that would be
compatible with any constellation and make it easier for government and commercial satel-
lites to talk to each other. The program is called Space-BACN, short for space-based
adaptive communications node. Mynaric and other providers will propose ideas on how
to produce optical communications terminals that are constellation agnostic, smaller and
cheaper than current models, setting the standard for future interoperability within optical
satellite communications. 

A trusted and capable management

Mynaric is run by an exceptionally experienced team. We would like to highlight 4 key people and
add another 2 observations:

– Bulent Altan, CEO: Bulent began his career as one of the first employees at the then newly
established SpaceX in 2004, having graduated from Stanford University, and the Technical
University of Munich. At SpaceX, he was essential in growing the company’s avionics
department from seven people to over 200 and was, as Vice-President, responsible for the
avionics and control of the Falcon rockets and Dragon capsules. Bulent was also Vice-
President of satellite mission assurance for the Starlink mega-constellation.

– Hans Königsmann, member of the Mynaric supervisory board: In 2002, Hans joined
SpaceX (employee no 4), where he remained for nearly 20 years until his retirement in
2021. During his time at SpaceX, he held the positions of vice president Avionics until 2008,
vice president launch chief engineer until 2012 and vice president of flight reliability until
September 2021. Ultimately, he was responsible for the reliability from production through
the operational lifecycle of the vehicles Falcon 9 and Dragon, including re-used boosters
and fairing. Hans was awarded the NASA Distinguished Public Service Medal in 2014, the
highest form of recognition by NASA for non-Government individuals.

– Joachim Horwath, CTO: Being the founder of Mynaric, Joachim combines more than 20
years of experience in laser communications and has led the company’s technical direction
since its inception. In addition to necessary technical control, Joachim and his team
perform important pioneering work on future technologies to ensure Mynaric’s leadership
in industrializing laser communications in the years to come.

– Tina Ghataore, CCO: Tina is Mynaric’s Chief Commercial Officer, as well as the President
of Mynaric USA. An aerospace industry veteran with 20 years’ experience in airborne and
satellite communication and connectivity, Tina’s career has taken in senior roles at Yahsat,
Panasonic Avionics, and The Boeing Company. Tina has additionally helped shape connec-
tivity strategies at Airbus and Thales, as well as at new space satellite start-ups. Tina
manages all customer-facing activities, ensuring the launch of Mynaric products in the
various geographical and industrial target markets.

– As highlighted earlier on, we consider Airbus as the main viable competitor in terms of
laser terminals to Mynaric. In this context we find it interesting that Tim Weaver joined
Mynaric from Airbus U.S. Space & Defense in May 2021. Tim does not only bring over 30
years of experience with governmental space programs, but he was most recently Airbus’
Director of National Security Space Systems responsible for managing the company’s U.S.
Government space-related marketing, program capture, program management and
customer liaison activities since 2018.

– Finally, in September 2021, Mynaric strengthened its production team by hiring Juan Carlos
Lopez, as VP of Production and Test. Lopez will lead the production facility in the United
States after spending 13 years at SpaceX, as the Director of Avionics Production and Test
where he built his department from zero to over 400 people covering avionics assembly,
wire harness production, space acceptance and qualification testing and integration.

We don’t want to say that Mynaric is the next SpaceX. However, combining some former leading
SpaceX employees with their unrivalled work ethic and experience, their network and a leading
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technological product is not a bad starting point to shape an industry. Note: we recommend reading
Eric Bergers book “Liftoff: Elon Musk and the Desperate Early Days That Launched SpaceX”. 

Valuation and Total Addressable Market

Short term price action …

Except for short periods of relief related to order announcements or the Nasdaq listing in
November, Mynaric’s share price has been under quite consistent pressure throughout the year.
In fact, price declines accelerated significantly after the Nasdaq listing, which attracted some
high-profile investors, including Peter Thiel and Cathie Wood (ARK Space fund). It seems that
Mynaric couldn’t have made a worse decision than to list on Nasdaq – though we believe SEC
regulation is a benefit over time when it comes to US customers as well as access to new US
investors. In fact, today about 3% of the share capital is short in Mynaric, an unprecedented level
in the historic context. We can only assume that Mynaric was captured by the recent attitude to
sell/short loss-making “concept” companies in the technology space. 

… versus medium- and long-term upside

Considering the various satellite consortiums outlined above, it is fair to estimate that about
100,000 satellites could be in space by the end of this decade. Removing Chinese consortia
(Mynaric banned from supplying) and SpaceX (although there is still a chance of supplying compo-
nents that could improve SpaceX’s laser quality) from the pool, we expect Mynaric faces a TAM
of about 50,000 satellites. Estimating the revenue and earnings potential, we need to consider 3
more variables:

– every satellite carries between 4-5 laser terminals

– the average lifetime of a satellite is about 5 years (these are Low Earth Orbiting satellites,
and gravity matters)

– price deflation: current prices of around USD350,000 per terminal are likely to decline
towards USD 125,000 (USD 100,000 for larger orders; smaller ones with a premium)

Assuming a market share of 25% for the market leader in terms of technology as well as price and
cost leader doesn’t sound too ambitious to us (we really struggle to split the remaining 75% in a
sensible way). Applying these assumptions allows Mynaric to achieve an annual revenue potential
of USD1.4bn entirely for the replacement business only. It does not include the initial built-up
phase or any further growth in the decades ahead. Assuming a 25% EBIT Margin – which seems to
be rather on the cautious side – allows to generate an annual replacement EBIT of about USD350m.

Furthermore, as highlighted above, Mynaric believes that the Airborne business could be as big
as the Satellite business. Given the much higher client fragmentation in Airborne, it is fair to
assume that the EBIT margin will be higher than in Satellites. Leaning to the cautious side again
and assuming just 50% of the company’s expectations would suggest that in total Mynaric could
generate an EBIT of about USD500m+ by the end of this decade. 

This is more than 2x the current market capitalization of the company! It’s almost irrelevant what
sort of EV/EBIT multiple one assumes, but for completeness: we suggest 15x (although currently
we would see similar businesses in other industries trading as high as 30-40x) and use a discount
rate of 15% (just to ensure that we carry a high margin of safety irrespective of future inflation and
interest rates). This is how we derive to our 10x+ from here (or an annualized 50% CAGR equating
to a 30x+ by 2030). If anyone reading these lines comes to a lower outcome, we would appreciate
your call.
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Mynaric: Annual replacement revenue potential, USDm

Satellites Market Avg. lifetime Avg. # terminals Mynaric terminals Avg. price Mynaric Revenue
Total Share Years per satellite maintained annually USD Maintenance, USDm

50,000 25% 5 4.5 11,250 1,406

Source: Blackwall Capital



Based on existing orders and what we expect from the US SDA in January 2022, in the short term
we expect Mynaric to generate a loss in 2022 in its ramp up of production phase and to turn
earnings positive in 2023. FCF should be positive from 2024 onwards. These earnings levels
should be enough to justify an upside to the current prices. Everything beyond is a free option
towards our long term goal.

The biggest risk

As soon as the US SDA tranche 1 contract has been awarded (expected for January 2022), a
standard for inter-satellite laser communications has been established. We cannot exclude that
this will also represent the trigger for space industry consolidation to gain significant momentum,
not least with leading primes targeting vertical integration to provide one-stop offerings to their
government as well as private commercial customers.

Hence, from our standpoint the biggest risk for a shareholder in Mynaric is that somebody will
launch an opportunistic takeover bid to take advantage of the current bargain valuation. Whatever
premium would be offered, it will be a shadow of what we’d miss out on.

Mynaric and our broader portfolio

Mynaric is one of our biggest holdings and we intend to keep it as such. We believe we have taken
reasonable assumptions and rather err on the cautious side. Hence, being about right would allow
the portfolio to generate about 5%-points of performance annually over the next decade just by
this single position (and despite permanently capping the position alongside our UCITS rules).

As with Mynaric, our portfolio is made up of several individual conviction ideas. Illustrated in the
ROCE table at the beginning of this newsletter, about 30% of the portfolio is invested in ideas that
should be able to generate at least 5x over the next 3-5 years (Mynaric being one of them), another
30% could double towards 5x and a similar group is expected to be between 50%-100% up over
that time frame. We are feeling comfortable and excited about all of them and will continue to
strive hard to keep finding new additions meeting our criteria.

Our investment philosophy continues to invest in quality companies with a sustainable and superior
economic return at attractive valuations, with midcaps being our sweet spot. As highlighted previously,
although we believe that creating a “quasi-consolidated” company based on portfolio weighting is a
rather fair view of the portfolio, this method seems to understate the underlying growth drivers at this
stage due to the operational development at many of the smaller companies. 

Margins: The average company is showing a gross margin of 47.2%, an EBIT margin of 18.2%
and an FCF margin of 10.6% (all 2022E), illustrating solid business models. We expect the average
company to grow EBIT about 16-17% p.a. in 2022E and 2023E based on consensus estimates.
Furthermore, some of our key holdings, show profiles of growth accelerating in the years ahead,
benefiting from multi-year structural growth drivers and/or restructuring programs. This allows
for additional resilience against potential economic weakness. 
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Blackwall ‘average company’ portfolio example

Valuation Ratios* 2020 2021E¹ 2022E¹ 2023E¹

P/E 26.2 25.7 16.1 14.2

P/BV 3.7 3.3 3.0 2.7

EV/EBIT 18.5 14.1 12.3 10.7

Net Debt/EBITDA 0.3 -0.2 -0.1 -0.2

Dividend Yield 0.8% 0.9% 1.1% 1.3%

ROE 13.0% 16.2% 22.4% 28.1%

ROCE 7.7% 10.9% 16.6% 21.8%

Typical Company Economics

Financials* (EUR m) 2020 2021E¹ 2022E¹ 2023E¹

Sales 2,525 2,739 2,944 3,152

Gross Profit 1,090 1,272 1,390 1,508

EBIT 342 463 536 625

Net Income 252 309 352 421

FCF 313 275 312 376

Net Financial Debt 657 468 392 207

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



EBIT growth: We expect the average company to grow EBIT about 16-17% p.a. in 2022E and
2023E based on consensus estimates. Furthermore, some of our key holdings, show profiles of
growth accelerating in the years ahead, benefiting from multi-year structural growth drivers and/or
restructuring programs. This allows for additional resilience against potential economic weakness. 

Leverage: Most of our companies are operating with low net debt positions and many are net
cash, thus posting an average net cash/EBITDA of 0.1x in 2022E. At times of rising corporate risks,
this might provide strategic optionality while others are constraint. 

Valuation: In terms of valuation, we use various metrics, with our preferred ratio being EV/EBIT.
Our average portfolio trades at 12.3x for 2022E. Due to strong EBIT growth rates, we expect
EV/EBIT to drop to 10.7x for 2023E. 

In summary, we are convinced that the companies we are invested in are attractively valued in
light of their strong underlying growth rates, with a solid earnings growth profile and low leverage
to master the current and likely coming economic challenges (be it inflationary or deflationary).
Combined with some tail risk hedging we are very excited about the risk-reward profile that our
Fund offers. 

We wish you and your loved ones a healthy, prosperous, and successful 2022!

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

This document has been issued by
Blackwall capital investment AG
(“Blackwall”) which is licensed and regulated
by finmA (swiss financial market super-
visory 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 manager of Blackwall uciTs
platform icAV, the investment manager of
the uciTs platform (of which the Blackwall
europe equity 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 independ-
ently 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 determina-
tions. 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
assessments made on its basis.

The information contained in this document
is preliminary and is qualified and super-
seded 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 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 disap-
proved, 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
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 unaffiliated 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 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 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 recom-
mendation.

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. 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 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 diversifi-
cation 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 condi-
tions 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 infor-
mation 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 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
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. 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.
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