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Investor Letter - 2017
Wednesday, February 7, 2018
Dear Investor,
2017 is in the books and we are excited to report an excellent first year. Driven by strong stock picking, the fund
significantly outperformed its peer group and bested the S&P 500 despite taking significantly less risk. Outside interest
in the fund increased nicely, attracted by the repeatable investment process and differentiated strategy. Overall, 2017
was a great year and we look forward to an exciting 2018.
The format of the letter is as follows: the letter begins with a (1) summary of the highlights of 2017 followed by (2)
2017 performance drivers. Next, we provide a (3) quarterly review of Q4’17 including the investing environment,
performance drivers and changes to the portfolio. We announce (4) two big initiatives we undertook in 2017 and
conclude with a (5) commentary on current market conditions and the manager’s outlook for equity markets in 2018.
Year 1 Highlights
• The Fund returned 22.02% net of fees and expenses compared 10.52% for the Barclay Hedge Fund Index and
19.42% for the S&P 500, an outperformance of 11.50% and 2.60% respectively
• The Fund had no material correlation to the S&P 500 and generated 24.4%1 alpha on a risk adjusted basis
• Blue Hawk will be hosting its first summer intern this year, a Mayo Center Alternative Investment Fellow

Exhibit 1 - Monthly Net Returns Founders Class 1% AUM and 15% Incentive Fee and Operating Expenses

Year
2017
2018
2019
2020
2021

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
YTD
2.95% 1.47% 0.73% 3.20% 2.96% -0.43% 3.55% 3.20% -0.88% 3.90% -0.29% -0.10% 22.02%

Data provided by Cowen Prime Services, FixQ and S&P Dow Jones Indices LLC. For more information on calculation methodology, please contact
info@bluehawkinvestors.com.

Contributors and Detractors – 2017
Performance for the year was broad based as many of our biggest bets paid off nicely - each of the top 5 holdings as of
the beginning of 2017 contributed at least 200 basis points2 to performance and all were top 10 contributors. Of note,
Facebook, Constellation Brands, and Electronic Arts, added 432, 413, and 348 basis points respectively. We are still
very high on the 3 names. In total, the top 5 holdings contributed 17.7% to gross performance, slightly less than twothirds the total gross performance for the year, an indication of effective stock selection.

1
2

Gross of fees
100 bps = 1%
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Exhibit 2 – Top 5 Holdings as of 1/3/17 and 2017 Contribution
Security
Symbol
ELECTRONIC ARTS CMN
EA
FACEBOOK, INC. CMN CLASS A
FB
MICROSOFT CORPORATION CMN
MSFT
ALPHABET INC CAP STK CL-C
GOOG
CONSTELLATION BRANDS INC CMN CLASS
STZ A
TOTAL
Source: FixQ

% Port
2017 Contribution
11.8%
3.56%
10.2%
4.32%
9.9%
3.48%
7.8%
2.20%
6.9%
4.13%
46.6%
17.69%

The underbelly of the portfolio is the most effective way to evaluate a growth fund in our experience. These sizeable
bets, although outside the top 5, were big drivers of Blue Hawk’s performance and led to the exceptional year. The
fund’s top contributor was Tencent as the stock price doubled in 2017 and added 494 basis points to performance. We
have been very vocal on our view that Tencent and Alibaba deserve the same respect by investors as their US
counterparts and the market increasingly came around to this view in 2017. We continue to view the two stocks as two
of the more innovative companies in the world and believe they remain undervalued. GrubHub, our second twobagger, doubled in 2017 as the company was able to stave off two of the most feared companies from a competitive
standpoint, Uber and Amazon, and grow at an impressive 30% clip. GrubHub has just scratched the surface and we
think Priceline is an appropriate comparison for what GrubHub will be years down the line.
Xylem and Teleperformance round out the top 10 as these underfollowed stocks continued to dominate their
respective industries and compound earnings at a high rate. Xylem’s acquisition of Sensus late in 2016 cemented their
leadership in the Water Measurement and Control industry, an industry experiencing rapid growth as water becomes a
more constrained resource. The best in class assets and management team position the company for years of mid to
high teens earnings growth as the US water infrastructure receives the estimated $2T in updates needed to prevent
another disaster akin to Flint, Michigan. Teleperformance, the leader in the contact center outsourcing industry,
posted its 22nd consecutive quarter of like-for-like sales growth of at least 5%. Globalization has pushed companies to
increasingly focus on their competitive expertise and outsource non-core Operations, including customer care, an
accelerating trend that positions the firm very well for the next leg of growth.
Falling just out of the top 10, Blue Buffalo had a great year as the company’s niche focus and world class marketing
drove the firm to continue to take share from the sleepy, large consumer conglomerates including J M Smucker. BUFF
ramped up distribution, adding Target, and continued to benefit from the higher margin product extension pet treats.
We love how the firm is positioned moving into the new year as the company asonly begun to scratch the surface
internationally and within treats and specialty foods. We will manage the position size as we do have some valuation
concerns.
On the short side, a single name specialty retail company was a top contributor as gamers ditched retail at an
increasing rate, instead choosing to download the titles online. This trend continues to squeeze the company’s
economics and with a high debt load and few quality assets, the melting of the iceberg is accelerating.
A position in Acuity was the only material detractor on the long side. We believed Acuity to be the best positioned firm
in the attractive LED lighting space. LED lighting uses 1/10th the electricity and lasts multiples longer than traditional
lighting, both attractive value propositions for the consumer. We overestimated the lead Acuity had relative to
competition, specifically in China, and the technology became increasingly commoditized. Cheaper bulbs and increasing
competition are great for the consumer but not for the shareholder – and thus we have since exited the position.
On the short side, a position in Teletech was the top detractor. Teletech is a subscale, poorly managed customer care
provider in the business process outsourcing space. The company’s poor internal controls and poor corporate
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governance has facilitated an overuse of accruals and generous revenue recognition practices, leading to suspect
financials and obfuscating a declining firm. The stock rose more than 30% during the year. Stocks can only defy gravity
for so long and eventually will converge with fundamentals. At a 30% premium, we continue to find TTEC to be an
attractive short. We remain humble, however, and thus manage our position size.

Quarterly Review Q4’17
Purchases and Sales – Q4’17
Q4 was quite active. We conducted a fair amount of rebalancing – opportunistically harvesting gains in some of the
names that had run up – in addition to pruning the portfolio of a few weeds that sprouted. We used the proceeds to
add a few fresh ideas to the portfolio.
On the long side, we exited Hasbro and Allergan and sold about half our stake in Electronic Arts. We harvested some
gains in Visa and Blue Buffalo and eliminated our position in Wells Fargo. With the proceeds, we initiated new
positions in Citrix, Take Two, Match Group, PayPal and SodaStream. We increased our position in Sherwin Williams
and added a bit to our stake in Alibaba.
On the short side, we initiated new positions in a large industrial conglomerate and a cybersecurity software company.
We covered our positions in a waste to energy player and a large retailer.
Investing Backdrop
S&P 500 Market Performance by Sector
10 of 11 sectors in the S&P 500 had positive returns for the quarter led by Consumer Discretionary (9.5%), Information
Technology (8.7%), Financials (8.1%), Materials (6.4%) and Consumer Staples (5.8%). 7 of 11 sectors returned at least
5.0%. The lone decliner was Utilities at (-0.6%) with Health Care (1.1%), REITs (2.1%) and Telecom (2.3%) lagging while
still posting positive returns.
(%) denotes quarterly performance
Quarterly Earnings Growth - S&P 500 3
Earnings growth was stronger than expected in 10 of the 11 sectors with Materials (+13.0% surprise) and Information
Technology (+11.0% surprise) leading the way. Industrials was the sole sector that reported lower than expected
earnings (-2.6% surprise). Overall, the aggregate of the companies in the S&P 500 reported a 4.6% earnings surprise.
In terms of absolute earnings growth, 8 of 11 sectors reported positive quarterly earnings growth compared to the
same quarter last year. Information Technology led the way (+21.1%) followed by Materials (+10.6%), and Real Estate
(+9.0%). 2 sectors reported negative growth including Financials (-8.1%) and Utilities (-4.0%) with Industrials posting
flat growth year over year. Overall, the aggregate of the companies in the S&P 500 reported a 6.7% earnings growth
rate.
(%) denotes quarterly earnings growth

3

Public companies report earnings on a lag so all references to quarterly earnings for the S&P 500 are for Q3’17 earnings, not Q4’17.
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Contributors and Detractors – Blue Hawk Q4’174
By Sector, Information Technology was the leading contributor in Blue Hawk’s Q4’17, contributing about 62% of the
Fund’s performance, followed by Materials, Consumer Staples, and Financial Services. Consumer Discretionary was the
lone detractor for the period, detracting 47 basis points. Dissecting by Industry, Software and Services was the heavy
lifter aided by contributions from Beverages, Chemicals, Consumer Services, and Payments. Entertainment and Leisure
was the primary detractor at 120 basis points, followed by Food and Staples Retailing and Semiconductors.
By individual holding, 5 names contributed at least 50 basis points and 3 contributed at least 100 basis points. Tencent,
Microsoft, and Constellation Brands posted impressive quarters with Sherwin Williams and GrubHub significantly
rising as well. A specialty retailer and industrial conglomerate contributed positively on the short side. Within
detractors, 2 names detracted over 50 basis points in the quarter, Electronic Arts at 109 basis points and a
semiconductor short at 52 basis points.
Performance and Portfolio Statistics
The fund returned 3.50% for the quarter compared to 6.12% for the S&P 500 and 3.06% for the Barclay Hedge Fund
Index, an underperformance of (-2.62%) and outperformance of 0.44% respectively. For the year, the fund returned
22.02% compared to 19.42% for the S&P 500 and 10.52% for the Barclay Hedge Fund Index, an outperformance of 2.60%
and 11.50% respectively.
For the year, the portfolio returned alpha of 24.4% with a Sharpe Ratio of 3.32 both presented gross of fees. Correlation
and beta to the S&P 500 were (-0.02) and (-0.03) respectively for 2017. Please see the appendix for further description of
statistics.
Exhibit 3 - Monthly Net Returns Founders Class 1% AUM and 15% Incentive Fee and Operating Expenses

Year
2017
2018
2019
2020
2021

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
YTD
2.95% 1.47% 0.73% 3.20% 2.96% -0.43% 3.55% 3.20% -0.88% 3.90% -0.29% -0.10% 22.02%

Data provided by Cowen Prime Services, FixQ and S&P Dow Jones Indices LLC. For more information on calculation methodology, please contact
info@bluehawkinvestors.com.

Personnel and Operational Announcements
We’re excited to announce that we are partnering with the University of Virginia Darden School of Business to host a
Mayo Center Alternative Investment Fellow for the summer. In its inaugural year, the Fellowship is a highly selective
program that seeks to pair some of the most talented MBA students with leading alternative investing institutions.
Darden and the Mayo Center launched a pilot version of the program this year with the goal of developing
relationships with leading firms in an industry known to be challenging to gain access for young investors. For Blue
Hawk, we see it as a great opportunity to recruit from a pipeline of great young minds and develop into analysts.
In addition, we want to highlight an Operations initiative we completed in September. One of the leading Endowments
offered the opportunity to meet with their Operations guru – an industry veteran who has worked with many hedge
funds over the years and accrued a unique wealth of institutional knowledge. Starting my career in Operations, I
understand full well the importance of Operations and the tendency for fund managers to underinvest, leaving the
4
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fund vulnerable.
At the meeting, I presented Blue Hawk’s current operational procedures and our plans to scale over time. After
presenting, the individual provided feedback, which we have since incorporated into our plans.
I highlight this conversation for two reasons. We wish it to be viewed as a signal of the attention and importance we
place on Operations at Blue Hawk. And second, we believe the resource provides us significant institutional knowledge
to which other young funds lack access – a great competitive advantage for the firm.

Commentary – Manager Outlook for 2018
In this section, I provide a market outlook for 2018. As a way to give the reader a better understanding of my style and
process, I attempt to bring the reader with me as I form and articulate my opinion. Full warning, my thoughts have a
high degree of randomness so it’s quite possible the following section will be difficult to follow.
Introduction
For the open-minded and well-read investor, the perpetual onslaught of attention seeking headlines calling for “DOW
30,000” or “The Bear Market Attack Around the Corner” is annoying at best and disorienting at worst. It’s all too
frequent to turn on the television to see a well-dressed “market strategist” at a Wall Street firm make a bold prediction,
substantiated by a rapidly presented argument that passes defenses at first listen. You are left thinking, “I don’t really
understand the details of the argument, but the strategist seems to know what he is talking about.” The strategist
hopes that you finish breakfast, log in to your brokerage account later in the day and either buy or sell stocks, based on
the strategist’s “tip”, generating revenue for his or her firm.
You’ll never hear me say, “I think the market will do x, y, and z over the next 12 months.” There are too many factors
influencing the markets over the short term, many of which are random, causing the market to zig and zag in
unpredictable ways. Those that attempt to predict or control the short-term gyrations grow frustrated, wear down.
The disciplined investor focuses on the areas of the market that he or she can predict at an above random rate. The
investor identifies and gathers useful data, looks at the data from multiple angles, forms an opinion patiently and over
time, and concludes by comparing their opinion to consensus – what’s already priced into the market.
Below I develop an outlook for the market by examining the market’s fundamentals and the valuation. I examine each
data set through a guiding principal, presented in italics, and eventually form an opinion. I then contrast my view with
the consensus view to understand where I fall on the spectrum of bearishness to bullishness.

{continue on the next page}
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Market Fundamentals

Stock prices over the long run follow the fundamentals of the underlying business
Corporate Earnings
• Corporate Earnings were robust in 2017. S&P 500 earnings grew 10% in 2017, the highest rate since 2011.
• Analysts expect even better growth in 2018, partially driven by tax reform. S&P 500 earnings growth are expected
to be a robust 18% in 2018, aided by a ~ 7% to 9% tailwind from tax reform.
Exhibit 4 – S&P 500 Bottom-Up Quarterly Earnings Actuals and Estimates

•

Companies have been beating estimates at an increasing rate, 84% so far in Q4, the highest mark since 2008.
The surprises are in the context of already high expectations. Surprises are a signal to investors that growth is
underestimated, and sometimes viewed as an inflection point or growth acceleration.
Exhibit 5 – S&P 500 Bottom-Up Positive Sales Surprises

Debt Levels
• Balance Sheets remain healthy in aggregate with interest coverage better than long-term averages.
• Leverage has ticked up in aggregate as corporations take advantage of low interest rates.
•
Median stock leverage has increased to historical levels, a potential sign of trouble and a bit concerning. The
uptick feeds the narrative that the US economy is two separate economies with different trajectories.

7
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Exhibits 6 & 7 – S&P 500 Net Leverage and S&P 500 Interest Coverage

Source: Goldman Sachs

Profit Margins
• S&P 500 Profit Margins continue their upward ascent driven by technology’s asset light business models and
greater representation in the S&P 500
• Firms with greater exposure to labor costs will feel some margin pressure from wage inflation over the next few
years
Exhibit 8 – S&P 500 Net Profit Margins

Source: Goldman Sachs

Summary
Looking at the market, the S&P 500 as a proxy, the data is clear - the fundamentals are strong and improving.
Corporate earnings are robust, fiscal policy is supportive, balance sheets remain strong and profit margins continue to
march upwards. Overall, the fundamentals paint a bullish picture for equities. Consensus largely agrees with this view.
It’s difficult to argue otherwise specifically on fundamentals – most bears’ arguments are based on valuation, the next
section.
Conclusion: We remain bullish on the underlying fundamentals of the market.
Market Valuation
8
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Valuation is a key factor in the investment decision making process
Putting the S&P500 valuation into perspective
• The data says the S&P 500 looks expensive on a forward price to earnings basis, trading around 18.5x – 1
standard deviation above the 25-year average. Consensus largely agrees and believes valuations are stretched,
citing the high price to earnings within historical context.
Exhibit 9 – S&P 500 Price to Forward Earnings 30 Years

I agree with the conclusion that the markets are trading at a high price to earnings, but I think the wrong question is being
asked. Instead of looking at equities in isolation, they need to be assessed in the context of the decision investors are
forced to make. The question should be, “are equities attractively valued relative to other assets?”. Phrasing the question
in this manner forces the incorporation within the analysis of the historically low interest rate environment, a necessary
factor when making comparisons across stock market regimes – a topic I’ve written at length in prior letters.
Exhibit 10 – Fed Model of the Valuation of Stocks Compared to Treasuries and Corporate Bonds

I find Exhibit 10 to be a useful model to determine the relative value of stocks and bonds. At a high level, it compares the
earnings yield of the S&P 500 (inverse of the price to earnings) to the Treasury Bond rate (top) and corporate bond rate
9
3 100 Clarendon Blvd, Suite 200, Arlington, VA, 22201 I Tel. 571 - 31 7 - 1143

(bottom). A value of greater than 0 implies stocks are overvalued and vice versa. As you can see from the exhibit, stocks
had a brief stint in 1979 of being undervalued by as much as 40% before spending most of the ‘80s, ‘90s, and early ‘00s
hugging the fair valued line. The notable exceptions are ’86-’87 and ’99-‘01, when stocks approach greater than 50%
overvalued. The model accurately forecasts 2 of the 3 crashes, the exception being 2008. Fast forward to 2011 through
today, the model indicates stocks are between 25% and 50% undervalued, more so than any time in the last 40 years.
After adjusting for an equity risk premium and an expected increase in rates, stocks remain undervalued although not
historically so.
Conclusion: Valuation remains attractive for domestic equities when factoring in the historically low interest rate
environment.
The Duration of a Bull Market
•

•

Historically, bull markets last 9 years on average. From 1930 through 2017, there have been 9 bull markets
lasting in ascending order: 2.5 years, 3.5 years, 5 years, 6.5 years, 9 years, 13 years twice, 14 years, and 15 years
(see Exhibit 11 on the next page for reference)
Today, in 2018, we are approaching the 9th year of the current bull market.

Investors frequently use the duration of the bull market as a shortcut to asses when the cycle will turn. As we approach
the 9th year of the current bull market, many investors conclude that it’s time to reduce equity. Implicitly, they are
betting that clipping part of the bear market will be a profitable trade in the long run. But is this the case? If we know
the average bull market lasts 9 years, should we should sell today?
Exhibit 11 includes 90 years of bull and bear markets for the S&P 500 adjusted for scale. Bull markets are depicted in
blue and bear markets in orange.
Exhibit 11 – S&P 500 Bull and Bear Markets 1921-2017

Source: First Trust Advisors L.P., Morningstar. Returns from 1926 - 2017.

I conducted a historical analysis to determine if it would be profitable to sell equities the in the 9th year of the 9
historical bull markets based on no other information. The analysis is presented below in the grey box for those
interested in digging into the numbers.
The conclusion: selling at the 9-year mark would cost you $2,869 on average on a $10,000 investment. The reason
being the remaining bull market that investors miss by selling too early is greater in magnitude (geometrically) than the
10
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subsequent bear market decline. The trade is a negative value add trade.
This is a very important point. Market timing is so difficult because of the bipolar nature of markets. To time
successfully, you need to be right twice – on your way out and your way back in. Selling too early is a very costly
mistake, one that is frequently glossed over when stories are told of investors that successfully predict a crisis. The
focus is always on their return in one year. While certainly impressive, total return over the long run is more important
to us than impressing others at a cocktail party.
Analysis:
The 4 extended bull markets (> 9 years), the upside missed from selling at the year 9 mark is +116.6%, or an average of
18% a year for 4.7 years. The average drop for a bear market is -40.6%.
$10,000 (Initial Inv) * 2.1667 (1+ % Bull Return) = $21,656 (Value of investment before crash)
$21,656 (Value) * .594 (1 + % Bear Return) = $12,870
The return of holding throughout yields $12,870 on a $10,000 investment, greater than the $10,000 maintained by
selling at the end of year 9. The $10,000 in the market timing scenario assumes the investment on the way back in is
timed at the market bottom, a very generous assumption.
Summary
With strong corporate fundamentals, accommodative fiscal policy, and reasonable valuation, we maintain a positive
outlook on equities heading into 2018.

To conclude, we thank our investors for their support. Please reach out directly with any questions.
Sincerely,

Jake DuBois
Founder, Managing Member
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Additional
Exhibit 12 – Advanced Performance Metrics
Benchmarks:

B1: S&P 500

B2: Barclay Hedge Fund Index

B3: 5 Year Treasury Bill

Ri s k/Return

Fund

B1

B2

B3

B1

B2

B3

Returns

Fund

B1

B2

B3

Geom Avg Rtn

1.67%

1.49%

0.83%

0.21%

Monthl y Al pha

1.49%

1.12%

1.46%

1 Month

-0.10%

0.98%

1.20%

0.21%

Std Devi a tion

1.71%

1.07%

0.33%

NM

Monthl y Beta

-0.03

0.56

0.00

3 Month

3.50%

4.25%

2.76%

0.64%

La rges t Ga i n

3.90%

3.72%

1.34%

NM

Monthl y R Squa red

0.00

0.01

0.00

6 Month

9.62%

10.32%

2.98%

1.28%

La rges t Los s

-0.88%

-0.04%

0.34%

NM

Correl a tion

-0.02

0.11

0.00

YTD

22.02%

19.42%

10.43%

2.58%

Annua l i zed Rtn

22.02%

19.42%

10.43%

2.55%

Sha rpe Ra tio

0.29

1.79

3.20

1 Yea r

22.02%

19.42%

10.43%

2.58%

Annua l i zed Sd Dev

5.94%

3.72%

1.15%

NM

Up Al pha

NM

NM

NM

3 Yea r Ann.

NM

NM

NM

NM

Ri s k Free Ra te

0.21%

0.21%

0.21%

0.21%

Up Beta

NM

NM

NM

5 Yea r Ann.

NM

NM

NM

NM

% of Wi nni ng Mos

75.0%

91.7%

100.0%

NM

Down Al pha

NM

NM

NM

7 Yea r Ann.

NM

NM

NM

NM

Ma x Dra wdown

-0.88%

-0.04%

NA

NM

Down Beta

NM

NM

NM

10 Yea r Ann.

NM

NM

NM

NM

Si nce Incept.

22.02%

19.42%

10.43%

2.58%

*all data presented monthly unless otherwise noted

Regres s i on

*all data presented monthly unless otherwise noted

Definitions
Alpha is a measure of the difference between a fund's actual returns and its expected performance, given its level of risk as measured by beta
Beta is a measure of a fund's sensitivity to market movements.
Net asset value (NAV) - a fund's net asset value (NAV) represents its per-share price. A fund's NAV is derived by dividing the total net assets of the
fund, less fees and expenses, by the number of shares outstanding
Sharpe Ratio is the average return earned in excess of the risk-free rate per unit of volatility or total risk. The ratio helps to make the performance of
one portfolio comparable to that of another portfolio by making an adjustment for risk.
Source: Morningstar

Exhibit 13: Growth of $10,000
Growth of $100,000 Investment

$125,000

$122,021

$120,000

$119,419

$115,000

$110,000

$110,409

$105,000

$102,580

$100,000
$95,000
$90,000
Jan-17

Feb-17

Mar-17

Blue Hawk

Apr-17

May-17

S&P 500

Jun-17

Jul-17

Jul-17

Aug-17

Barclay Hedge Fund Index

Sep-17

Oct-17

Nov-17

Dec-17

5 Year T Bill Note
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About Blue Hawk
Who We Are
Blue Hawk is a fundamentally driven, growth investing company. The foundation of our investing is based on a core
tenant:
The market systematically overvalues historical and near-term profitability and undervalues future growth.
Why does this opportunity exist?
The concept of compound growth is not intuitive to the mind and thus systematically underestimated. 20% earnings
growth for 10 years does not yield 200% growth; it yields 520% growth. 30% growth for 10 years does not yield 300%
growth, it yields 1280% growth. This math exercise in the phenomena of compound growth should illustrate why
growth stocks and growth investing, when done right, can show such remarkable returns; on the other end of the
spectrum, finding a “value” company trading at a 30% discount would be an extraordinary find. Over time, this
disparity only grows.

What makes Blue Hawk different?
1) We approach investing like business owners and we allocate the majority of our time to identifying and
analyzing extraordinary businesses. We believe that if we are disciplined in our selection and research process, the
time to sell will be many years in the future. We believe this tenant is especially relevant on the short side. By allocating
our time to selecting and analyzing businesses rather than trading, we are able to develop a deep portfolio of
investments that we can hold for many years.
2) We are willing to trade short term price volatility for long term wealth creation. We are careful to differentiate
between volatility of price and volatility of earnings. We view the former as a result of investor disagreement over the
value of a stock – a signal that opportunity exists. We view the latter as a sign of deteriorating fundamentals – an
equally informative signal. As long term investors, our ability to ignore short term noise allows us to take advantage of
opportunities others routinely dismiss.
3) Our short book allows us to take bigger bets in times of normalcy and “back up the truck” in times of distress.
We approach our short book the same way we approach our long book – with a long-term mindset – as we believe this
wholistic approach leads to a superior result over time. On the short side, we invest in secularly declining businesses
with weak balance sheets that will have difficulty managing the next shock to the system, a shock whose eventual
occurrence is certain and timing unknowable. When the shock occurs and bargain opportunities arise, we believe the
profits from our short book will allow us to “back up the truck” while others remain illiquid.
A cognitive conflict - While opportunities exist to profit on short sales in normal markets, we believe the constant
13
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mental conflict created by a misalignment of time horizons, between the short-term short sales and long-term
investments, is untenable. Over time, the short termism wins out and the portfolio as a whole suffers. We believe this
reason to be why many hedge funds become overly short-term focused.
4) We invest in what we know. Our focus is on “quality growth” companies and companies undergoing a “product
extension” (see exhibit below) on the long side and “secular decliners” and companies with poor internal controls on
the short side. Our niche focus allows us to act with conviction throughout different market cycles, even when these
companies may fall out of favor.

5)
Our most valuable assets are our partners, our investors. Their early and continued support have been critical to
our success thus far and will continue to be so.
We are a young fund that hopes to build something special. We are constantly looking to attract and retain new investors
who share our values and belief in long term wealth creation. We believe mutually beneficial partnerships are built on clear
and realistic expectations up front and integrity and communication throughout.
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Appendix
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Disclosures
Performance Calculations
Valuations and returns are stated in US Dollars.
The calculation of gross-of-fees returns reflects the aggregate performance of all investors minus trading commissions.
The calculation of net-of-fees returns reflects the aggregate performance of all un-affiliated investors. This specific share class is subject to the deduction of a
1% management fee and 15% incentive fee with a high-water mark. Net returns are also net of operating expenses, which includes an administration fee, audit
fee, and other miscellaneous operating expenses. Blue Hawk Investors believes that this return best reflects the performance a typical investor would have
achieved. Please refer to the Private Placement Memorandum for a full list of operating expenses.
Past performance does not guarantee future results.
Disclaimer
The information provided herein should not be considered a recommendation to purchase or sell any particular security. The securities discussed herein are
meant to be examples of Mayo Investment Advisers LLC’s investment approach but do not represent an entire portfolio or the performance of a Fund or
strategy and in the aggregate may represent only a small percentage of portfolio holdings. It should not be assumed that any of the securities discussed herein
were or will prove to be profitable, or that the investment recommendations or decisions made by Mayo Investment Advisers LLC in the future will be
profitable.
A list of recommendations made by Blue Hawk Investment Group during the previous 12 months is available upon request.
This letter is for informational purposes only and is being distributed on a confidential basis to a limited number of eligible clients and prospective clients. The
information herein may not and should not be redistributed.

CONFIDENTIAL – DO NOT DISTRIBUTE
Blue Hawk Investment Group, LLC (“the General Partner”) is not registered as an investment adviser with the Securities and Exchange Commission or any state’s
securities commission. The limited partnership interests (the “Interests”) in Blue Hawk Fundamental Growth Fund, LP (the “Fund”) are offered under a separate
private placement memorandum (the “PPM”), have not been registered under the Securities Act of 1933, as amended (the “Securities Act"), or any State's securities
laws, and are sold for investment only pursuant to an exemption from registration with the SEC and in compliance with any applicable state or other securities laws.
Interests are subject to restrictions on transferability and resale and may not be transferred or resold except as permitted under the Securities Act and applicable
state securities laws. Investors should be aware that they could be required to bear the financial risks of this investment for an indefinite period of time. A
prospective investor should only commit to an investment in the Fund if such prospective investor understands the nature of the investment and can bear the
economic risk of such investment. The Fund is speculative and involves a high degree of risk. The Fund may lack diversification, thereby increasing the risk of loss.
The Fund's performance may be volatile. 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. As a result, an investor could lose all or a substantial amount of its investment. In addition, the Fund's
fees and expenses may offset its profits. There are restrictions on withdrawing and transferring interests from the Fund. In making an investment decision, you must
rely on your own examination of the Fund and the terms of the PPM. The information herein is not intended to provide, and should not be relied upon for,
accounting, legal, or tax advice or investment recommendations. You should consult your tax, legal, accounting, or other advisors about the matters discussed
herein. The Fund's ability to achieve its investment objectives may be affected by a variety of risks not discussed herein. Please refer to the PPM and related
documents for additional information regarding risks and conflicts of interest. Past performance is not indicative or a guarantee of future results. No representations
or warranties of any kind are made or intended, and none should be inferred, with respect to the economic return or the tax consequences from an investment in
the Fund. No assurance can be given that existing laws will not be changed or interpreted adversely. Prospective investors are not to construe this presentation as
legal or tax advice. Each investor should consult his or its own counsel and accountant for advice concerning the various legal, tax, ERISA and economic matters
concerning his or its investment. No person other than the General Partner has been authorized to make representations, or give any information, with respect to
these membership interests, except the information contained herein, and any information or representation not expressly contained herein or otherwise supplied
by the manager in writing must not be relied upon as having been authorized by the company or any of its members. Any further distribution or reproduction of this
memorandum, in whole or in part, or the divulgence of any of its contents, is prohibited. This presentation is being furnished to you on a confidential basis to
provide preliminary summary information regarding an investment in the Fund managed by the General Partner and may not be used for any other purpose. Any
reproduction or distribution of this presentation or accompanying materials, if any, in whole or in part, or the divulgence of any of its contents is prohibited. The
information set forth herein does not purport to be complete and no obligation to update or otherwise revise such information is being assumed. It is meant to be
read in conjunction with the Fund’s PPM prepared in connection herewith, and does not constitute an offer to sell, or a solicitation of an offer to buy, by anyone in
any jurisdiction in which such an offer or solicitation is not authorized or in which the making of such an offer or solicitation would be unlawful. The information
contained herein does not purport to contain all of the information that may be required to evaluate an investment in the Fund. The information herein is qualified
in its entirety by reference to the PPM, including, without limitation, the risk factors therein.
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