
Dear Investor,

Q1 was significantly impacted by the spread of the Coronavirus attaining a global pandemic status.
In our view, this is a game changer, and we can only glimpse some of the implications we are likely
to see over the years to come. 

Initially starting in China, the epicenter is currently in Europe and moving towards the US in the
coming weeks. Within a few months, the world has been going through a severe supply and
demand shock, all against the background of a weakening economic picture, massive debt levels
and a negative demographic trend. As desynchronized as the economic lockdowns have been,
and as desynchronized their removal will likely be – this argues against a strong and fast recovery.
With entire industries (like tourism and entertainment) and small low-margin businesses, typically
family owned (the economic backbone of many countries), facing existential threats, the adverse
impact on all of our life can’t be emphasized enough. Governments and Central Banks have
committed several trillion EUR in emergency funding, but we doubt that it will be anywhere close
to what will be needed. Ultimately such economic support packages might further increase, and
we should come out of the doldrums again, but the price paid for it will increase the vulnerability
of the global economy in future times. The world is becoming a riskier place and we should adjust
our investments accordingly. 

Our investment focus lies on strong individual companies, with a great business model and high
sustainable margins. Run by high quality managers these businesses often have their own drivers
and are financially solid, comprising low net debt levels (or even net cash) to benefit from a
situation like today. We reviewed all companies in the portfolio already in late January and we
swiftly divested from those whose business model might be impaired by current events.
Furthermore, we deployed appropriate protective measures (hedging) in late January and early
February, that have allowed to stabilize the portfolio ever since.

As you can see from the breakdown above, our underlying stock selection allowed us to
outperform the market substantially in every single month (more than 12 pp compounded in Q1).
And the hedges added further to post a positive return in Q1 of +9.04%, against an equity market
of –22.57%. We are pleased yet humbled by these results and have been focusing our time
recently on identifying great opportunities, investments to deploy if and when we believe the time
is right.
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*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 NAV figures (Class I EUR) rounded to two decimal places. Launch date: 13 December 2018.

Performance Contribution Analysis January February March Q1 2020

Blackwall Europe Equity Fund 5.52% 4.71% –1.31% 9.04%
Stoxx 600 NR –1.18% –8.34% –14.51% –22.57%

Equity Portfolio 4.42% –1.63% –12.81% –10.44%
Hedge 1.10% 6.34% 11.50% 19.88%

Source: Blackwall Capital

Quarter to Date Return: 9.04%*
Year to Date Return: 9.04%*
Assets Under Management: EUR23.3m
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Finally, please visit our new corporate website (blackwallcapital.com), which sets out the principles
which we regard as the backbone of Blackwall Capital’s philosophy. 

Thoughts beyond the current situation

In 1970 Milton Friedman wrote an essay for the New York Times putting forward the view that a
company’s main responsibility is to its shareholders, and therefore its goal is to maximize revenue
and profits on their behalf. His message would reverberate through the decades that followed,
which saw a widespread focus on annual and increasingly quarterly results in pursuit of share-
holder value – as well as huge incentives for executives to deliver short-term profits. A few years
ago, an article in The Economist suggested that the so-called Friedman Doctrine had essentially
proved “a license for bad conduct, including skimping on investment, exorbitant pay, high leverage,
silly takeovers, accounting shenanigans and a craze for share buy-backs.”

Today, there’s an increasing sense that a company’s purpose is as important as its profits. The list
of our favorite thinkers includes, among others, Geoffrey West (scientist on complexity), Adam
Grant (business psychologist) and Simon Sinek (author). Simon, who is well known for his 2009
Ted Talk “How Great Leaders Inspire Action” and watched more than 46m times online, recently
published a new book titled “The Infinite Game”. As he points out, a finite game is played for the
purpose of winning, an infinite game for the purpose of continuing to play. Business is the very
definition of an infinite game and as such we should concentrate on building businesses and
organizations that are strong enough and healthy enough to stay in the game for many generations
to come. 

These are not necessarily new ideas, but the finite/infinite framework resonated strongly with us.
In his view, there are 5 things to focus on: (1) Advance a just cause; (2) Build trusting teams; (3)
Study your worthy rivals; (4) Prepare for existential flexibility and (5) Demonstrate the courage to
lead. Hence, fully integrating an ESG analysis into our investment process is a vital step to allow
us to play the infinite game. 

Our new ESG policy

After having worked on Blackwall Capital’s ESG (Environmental, Social, Governance) approach
for more than a year, we want to take the opportunity here to present our investors with the path
we decided to pursue.

While Corporate Governance and Sustainability (risks) have been a key consideration of
Blackwall’s investment philosophy from the very beginning, we have recognized the wider reach
of ESG and its repercussions on all stakeholders. Thus, with a focus on our investments we have
widened our research approach to now also encompass a multitude of Environmental and Social
aspects.

Due to the lack of definition and standardisation of ESG in the investment world and the inconsis-
tencies we found in third-party data supply, we decided to develop an inhouse solution based on
a proprietary ESG scoring methodology. Blackwall’s integrated approach to ESG research is based
on three pillars;

1. we have developed a checklist of 125 ESG related key performance indicators; 

2. we have introduced an overall qualitative ESG assessment based on our extensive
inhouse ESG research;

3. the result of our internal ESG analysis is verified for consistency with data from several
renowned third-party ESG service providers (though acknowledging their above
mentioned short-comings).

For the fund’s overall ESG profile, we aggregate all individual investments’ ESG scores and weight
them in accordance with the fund’s holdings, thereby deriving an easy-to-reconcile total ESG
score. That score will be regularly published with our monthly investor newsletters, allowing
investors to keep track of our promises.

Since beginning of this year, all investments made and held by the Blackwall Europe Equity Fund
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have undergone a rigorous ESG check in accordance with the aforementioned methodology,
resulting in the exclusion of non-ESG-compliant industry sectors from our investment universe
as well as a focus on those companies scoring highest in meeting our ESG criteria. Ever since,
we only hold assets in our portfolio ranking above the 50%-mark in our 0-to-10 ESG scoring, i.e.
reaching a minimum of half the total available score. Most of our current holdings score way above
that threshold and are widely perceived as leaders in successfully applying ESG criteria to their
way of doing business. Those who score lower (but still above the 5-threshold), are typically
smaller companies that haven’t developed the data set yet, that is typically required to score well.
However, we have no doubt that their scores will go up over time, by extending their reporting
efforts.

Consequently, we have put in place a consistent, high-quality approach to incorporating the facets
of modern ESG principles into our investment process. We seek, in a responsible way, superior
investment results for our clients whilst rewarding corporate contribution to society beyond pure
shareholder value. In our opinion, sustainability is essential in securing the long-term viability of
businesses and hence also in successful and responsible investing. 

Having enriched Blackwall’s research process with ESG criteria, we have combined our industry
and company knowledge, the expertise in applying related financial analysis tools, and the
research on broad non-financial considerations of environmental, social, and governance aspects.
Hence, we wish to provide investors with a 360-degree view of our investments, ultimately trans-
lating into superior returns and a sustainable future for all of us at the same time.

In our opinion, sustainability is essential in securing the long-term viability of businesses and
hence also investing. Going forward, responsibility will likely prove to be a key driver in investors’
allocation of capital – and our Blackwall Europe Equity Fund is well prepared to take advantage of
this driver.

We welcome the dialogue with our investors about this, and would be interested in discussing
our approach further with you. We are keen to exchange different viewpoints on this topic with
others, and to learn how other investors and asset allocators approach it.

Our investment philosophy is to invest in great companies with a sustainable and superior
economic return at attractive valuations, with midcaps being our sweet spot.    

Margins: The average company is showing a gross margin of 33.9%, an EBIT margin of 10.6%
and an FCF margin of 5.8% (all 2020E), demonstrating strong business models. 

EBIT growth: We expect the average company to grow EBIT in the magnitude of around 4-21%
p.a. in 2020E and 2021E based on consensus estimates (there is some downside risk on the 2020
numbers in our view). 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. This allows for additional resilience against an economic downturn. 

Page 3/5 2020 Q1    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

Blackwall ‘average company’ portfolio example

Valuation Ratios* 2018 2019 2020E¹ 2021E¹

P/E 15.2 15.3 14.4 12.5

P/BV 2.4 2.8 2.3 2.0

EV/EBIT 8.7 11.7 9.8 7.4

Net Debt/EBITDA 1.1 0.9 0.6 0.5

Dividend Yield 1.9% 3.4% 3.7% 3.9%

ROE 22.4% 22.1% 23.7% 23.6%

ROCE 10.6% 9.6% 11.6% 13.0%

Long Investments:
Typical Company Economics

Financials* (EUR m) 2018 2019 2020E¹ 2021E¹

Sales 4,841 4,827 5,020 5,185

Gross Profit 1,230 1,604 1,699 1,746

EBIT 414 439 534 557

Net Income 357 296 362 405

FCF 263 221 290 333

Net Financial Debt 707 596 514 395

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



Leverage: Most of our companies are operating with low net debt positions (some are net cash),
thus posting an average net debt/EBITDA of just 0.6x. At times of rising corporate interest rates,
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 9.8x for 2020E and 7.4x for 2021E (note: we expect the 2020
numbers to be somewhat higher due to likely consensus EBIT downward revisions).  

In summary, we argue that the companies invested are attractively valued with a solid profile and
low leverage to master the current economic challenges.  

Stay safe and healthy,

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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