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Q4 2019 INVESTOR LETTER
January 29, 2020
Dear Investor,
The Q4 2019 net return for the fund was 3.40%. This compares to a return of 3.26% for Equity Long Short Funds, 1 5.45% for
Fundamental Growth Hedge Funds,2 and 8.53% for the S&P 500. The full year 2019 net return for the fund was 9.23%.
We provide a review of 2019 later in the letter. We first want to use this space to evaluate our longer-term results after hitting
our 3-year mark at the end of the year – results we’re very proud to present. Our goals from day one have been simple – to
deliver excellent value to our investors and reward them for their support.
Results (Since Inception):
 We have compounded at a robust rate of 16.8% gross of fees and 12.5% net of fees annualized, more than doubling
the returns of each of our peer group indices while keeping pace with the S&P 500 (with significantly less risk and no
net leverage). We have averaged net equity exposure (a proxy for risk) of 65.5% since inception, yet we have been able
to match the S&P 500 in a strong bull market. This is a testament to strong stock selection in both the long and short
books, and we believe a relatively weaker 2019 provides an attractive entry point for investors today.
 We have had strong downside protection. Since Fund inception, the S&P 500 has had seven months of negative
returns, averaging a (-4.45%) loss each negative month or (-27.52%) in total. In those months, we have averaged a
return of (-1.50%) or (-10.37%) in total, avoiding 62% of the downside. This very strong performance in these few down
months has helped us to achieve the strong performance noted above, keeping pace with the S&P 500 in the face of a
raging bull market that has outpaced most of our peer hedge funds.
 We have had strong risk-adjusted metrics across the board, particularly metrics that measure returns in down
markets. Assuming a 3% risk free rate, our Sortino Ratio (using net returns) is 1.4, versus 1.1 for the S&P 500, 0.3 for
Equity Long Short Funds,3 and 0.7 for Fundamental Growth Hedge Funds.4 We believe this speaks to our disciplined risk
management and prudence when accepting risk. As a reminder, we prefer Sortino Ratio over Sharpe because it does not
penalize funds for robust positive returns.
 We have achieved S&P 500-like net returns in this bull market despite looking nothing like the index. Our active share
at the end of 2019 was 105%.5 Our monthly beta was 0.52, and our monthly correlation of returns was 62%. Even our
most “consensus” holding – Microsoft – is a 9% active overweight relative to the index.
Drivers







Investor-friendly organizational structure – Blue Hawk mirrors what many institutional investors say they want in a
firm: (1) a Portfolio Manager who is young but experienced, with demonstrated success and a strong investing pedigree;
(2) a team that is incentivized to drive strong performance through a small asset base, low base salaries, personal
investment in the fund, and significant ownership in the firm; (3) a culture of humility and open-mindedness; (4) the
absence of corporate bureaucracy; and now (5) a 3-year track record. We believe that Blue Hawk offers the ideal
organizational structure for long-term outperformance for early investors.
Effective investing in both the long and short books – the cumulative return spread between the long and short book is
30.5%, or 10.2% annualized (i.e. our longs have outperformed our shorts by an average of 10.2% a year). The return
spread is at the core of long/short investing, and we believe a spread of this magnitude is very rare across the industry.
Nimbleness and agility to build sizeable positions in liquidity-constrained stocks – we estimate that 1,810 basis points
(bps) or 30% of gross performance since inception has come from stocks that larger-scale funds (>$250 million AUM)

As measured by the BarclayHedge Equity Long Short Index
As measured by HFRI EH: Fundamental Growth Index
3
As measured by the BarclayHedge Equity Long Short Index
4
As measured by HFRI EH: Fundamental Growth Index
5
Active share measures the overlap between the positions held by a fund and its benchmark; it is calculated by taking the sum of the absolute value of
the differences of the weights of individual positions and dividing by two. In this calculation, we have excluded cash.
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would have difficulty investing in without significantly influencing the price. Some of the most interesting ideas arise in
stocks with limited liquidity, which prevents bigger funds from capitalizing. Match Group and Floor and Décor are two
examples of such stocks, both with a significant portion of their float closely held, with limited daily liquidity. Our
nimbleness and agility allow us to build meaningful positions in these names aggressively, resulting in either bigger
funds missing out on the opportunity or driving up the price to our benefit. Please see the appendix for our top
contributors and detractors for the 3-year period since inception.
Evaluating our progress thus far, we feel that we have a lot to be proud of. We have rewarded our investors for their support,
which is most important to us.6 This investing success has allowed us to stay alive long enough to start building a name for
ourselves, which one of our Advisors frequently reminds us is the most critical factor for long-term success.
But we are not resting on our laurels. We have reinvested our gains back into the business to continue to improve our offering –
both in research and operations. First, we hired our first Research Analyst, Mike, a recent MBA graduate and CFA charterholder
with nine years of industry experience. We’re happy to report that he has hit the ground running and brings a nice
complementary influence to the firm. And second, we invested in the firm’s infrastructure by implementing industry-leading best
practices, operational processes, and investor protections, with guidance from the operations team of a leading University
endowment. It is very important to us that our investors know that their assets are protected – both through thoughtful portfolio
risk management and utilizing the best practices and providers in operational/business risk management. Additionally, investing
in infrastructure in advance should allow us to scale cleanly, with no abrupt and distracting operational crises as we enter the
next chapter of Blue Hawk’s growth story.
After taking a moment to smell the roses and reflect on our progress, our focus quickly moves back to where it is every other day
– finding our next investment, worrying about the next risk others are ignoring, and constructively evaluating what we can do
better and how. This is where we prefer to be.
To conclude this portion of the letter, we want to take the opportunity to thank our backers for their support. We are thankful
and appreciative of your investments, advice, and everything else that you have done for us. We look forward to continuing the
journey with our partners and potentially welcoming new partners in 2020 and beyond.
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3.34%
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(2.96%)

3.08%
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5.45%

13.15%
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Barclay Hedge Fund Index

10.49%
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(0.17%)

3.43%

10.65%

16.02%
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19.42%
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13.06%
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1.19%

8.53%

28.87%

44.30%
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2.40%

0.18%

0.14%
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1.82%

(2.05%)

(3.92%)

20.77%

Fund v Barclay Hedge Fund Index

11.56%

11.80%

(2.70%)

1.83%

(0.47%)

(0.03%)

(1.43%)
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2.63%

12.92%
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(5.13%)
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(2.08%)

NET PERFORMANCE - FOUNDERS CLASS

*Fund incepted 1/3/17
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We would not be honest with ourselves if we didn’t acknowledge taking some enjoyment in proving our doubters wrong.

2

CONTRIBUTORS AND DETRACTORS – FY 2019
For the year, the long book contributed 2,710 bps to performance and the short book detracted 1,430 bps. The average net
exposure for the year was 63% (99% long, 36% short).
Contributors













Match Group (MTCH) had another great year, with the stock price nearly doubling and adding 691 bps to performance. We
noted last year that investors had begun to realize how differentiated and sticky MTCH’s intellectual property really is, and we
are quite pleased with the magnitude of investor uptake during 2019. Though the price has come up quickly, we continue to
hold MTCH as our largest position, and we see further catalysts that could move the price meaningfully higher over the
coming years, following the impending spinoff from IAC. Tinder paid subscribers continue to grow quickly, and we believe the
massive engagement and user growth on this platform portend price increases that will drive strong long-term earnings
power.
Microsoft (MSFT) returned 58% during 2019 and added 563 bps to performance. Azure continues to grow rapidly, and MSFT
continues to fire on all cylinders. We have a much higher bar for mega-cap, well-followed stocks like MSFT, but we believe
that recent results for MSFT validate that it can pay to traffic in these stocks if you have high conviction. We will continue to
think independently and evaluate each situation for its own merits, and in owning MSFT in size, we are prioritizing expected
returns over the optics of what a hedge fund “should” hold.
Floor and Décor (FND) also saw its stock price nearly double in 2019, adding 350 bps to performance. Though cyclical
exposures and a smaller-cap profile can make month-to-month returns in FND quite choppy (e.g. the stock had seven months
this year with +/-10%+ returns), we continue to believe in FND’s long-term potential as an Amazon-proof retailer that
compounds returns for many years. For more detail on our FND thesis and performance drivers, please see our commentary
from our 2018 annual letter, and our Q3 2019 letter.
Other top contributors in the long book for 2019 included Teleperformance (TEP-PAR), Visa (V), and Sherwin Williams
(SHW).
A Software and Services company was the top contributing short at 51 bps, as the stock price fell following an initial jump
after going public in the summer. Growth has been harder to come by than investors first thought, due to strong competition
from a large technology company that is competing directly and aggressively. Though we don’t think this company is going
out of business any time soon, we do believe that this competitor’s strength has meaningfully lowered the growth trajectory,
both in terms of users and prices. We believe there is still plenty of room for estimates to come down going forward.
A Specialty Retailer short contributed 44 bps over a very short holding period. After we identified strong secular pressures for
this company, we put on a small short position. Before we had the time to build enough conviction to put more capital behind
it, it announced terrible earnings and guidance, and the stock price fell well over 50% in one day. We exited the position
immediately, as we felt the risk/reward tradeoff had shifted too far too fast. As of the day that we are writing this, the stock
price has come up over 40% since we exited, validating our decision to cover.
Only one other short – another Specialty Retailer – contributed over 20 bps to our performance, as good shorts were hard to
find in a market environment of rapidly increasing stock prices. As noted earlier, our short book’s performance was a bit of a
letdown following a spectacular 2018, but we feel good about its prospects moving into 2020.

Detractors


GrubHub (GRUB) was our top detractor for the year at 232 bps, as the stock declined 37% over the course of the year. We
wrote in last quarter’s letter about how the competitive environment within the industry is intensifying, to which investors
have reacted negatively. The stock has rallied back to its pre-Q4’19 levels as of the writing of this letter but is still down about
26% from the beginning of 2019. We still believe GRUB is best positioned to be the long-term winner in the space, and
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although never a large position, we have pared back our position in Q4 due to the uncertainty brought by irrational
competition within an industry. Since we first bought GRUB, the stock is a positive contributor – albeit very modest.
A Software and Services short detracted 195 bps from performance, as the stock price doubled before we fully exited (and
nearly tripled over the course of 2019). This was our top performing short in 2018 (contributing 170 bps), and as we discuss
later in the letter, we were perhaps too slow to rotate it out of the portfolio after a product refresh and antitrust concerns for
its rival abruptly changed investors’ view of the stock. We covered portions of our position gradually over the first half of the
year, and we fully exited the position in July. Across 2018 and 2019, the position detracted 59 bps, a manageable drag on
performance but a missed opportunity for a gain nonetheless.
An IT Services short detracted 162 bps for the full year after contributing 140 bps in 2018, as the stock price doubled in 2019.
We continue to believe this data center provider’s core colocation business is undifferentiated, becoming commoditized, and
is poorly run, but it has benefitted along with other data center REITs as interest rates fell over the course of the year. We
covered the position throughout the year and still hold a 50 bps position as of year-end, compared to 200 bps at the end of
2018.
Stitch Fix (SFIX) was a top detractor as well, as we wrote about in our Q3 letter. We have since exited the stock to fund a new
position that we believe offers a better risk/reward.
Other top detractors for the year include shorts in Financial Services, Consumer Services, Consumer Goods, and Industrials.
2019 Top Contributors & Detractors
Contributors
Match Group
Microsoft
Floor and Décor
Teleperformance
Visa
Sherwin Williams
Constellation Brands
Electronic Arts
Software and Services - Short
Specialty Retail - Short
Total above

6.91%
5.63%
3.50%
2.58%
2.40%
2.34%
1.00%
0.76%
0.51%
0.44%
26.07%

Detractors
GrubHub
Software and Services - Short
IT Services - Short
Stitch Fix
Financial Services - Short
Consumer Services - Short
Consumer Goods - Short
Industrials - Short
Total above

(2.32%)
(1.95%)
(1.62%)
(1.61%)
(1.29%)
(1.26%)
(1.15%)
(1.10%)
(12.30%)

*Represents long contributors > 75 basis points, short contributors > 35 bps and detractors > 100 basis points

NOTABLE CHANGES TO THE PORTFOLIO – Q4’197
On the long side, we started to build two new positions (that we are not yet disclosing) and selectively added to a few positions,
including Facebook and Teleperformance. We exited Stitch Fix and Amazon, and we pared back our position in GrubHub.
On the short side, we added two new positions – a Specialty Retailer and a Food Products company. We later covered the
Specialty Retailer after its stock price fell precipitously. We exited shorts in a Consumer Services company, two Specialty
Retailers, a Semiconductor company, and an Industrial company.
Net exposure increased by roughly 1,700 basis points over the quarter, as we exited a number of shorts for fundamental reasons.
As of 12/31/2019, our net exposure was 69.5%.

Note this is not a comprehensive presentation of changes to the portfolio. We aim to present a representative sample but will refrain from providing
certain trades at times for competitive reasons.
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Quick note – Our change in net exposure in Q4 was driven primarily by four factors. First and foremost, we conducted a deep
dive on the short book to determine how the extended environment of low rates and cheap debt would influence each individual
company. We were particularly on the lookout for companies in which the easing environment increased capacity to cover up
declining core businesses through share repurchases or acquisitions. An environment where rates are increasing decreases the
ability of companies to use these tricks and vice versa, an example of where macro factors will influence our micro views. We
recalibrated our view to this new normal, resulting in us exiting two positions and decreasing the position size of a third for a
total change of about 600 bps of net exposure. Second, company-specific fundamental factors drove another 600 bps of change
as we exited three other positions as they reached their target IRRs. For the remaining 500 bps we took advantage of some of the
losses on the short side to reduce our tax exposure. Philosophically, we optimize for expected return primarily and only focus on
tax liabilities if we forecast a de minimis effect on overall returns, which applied in this case. We didn’t do much tax harvesting in
2017 or 2018 but believed that this year presented an opportunity. Finally, our net exposure had drifted towards the bottom end
of the range in which we are comfortable, and we thus wanted to bring it back in line with where we prefer to be. We are happy
to address any additional questions should investors have any.
CONTRIBUTORS AND DETRACTORS – Q4’19
Match Group (MTCH) and Microsoft (MSFT) were the top two contributors in Q4, contributing 200 bps and 174 bps respectively.
Rounding out the top five were Netflix (NFLX), Teleperformance (TEP-PAR), and Facebook (FB). Two short positions, a Specialty
Retailer and an IT Services company, contributed over 30 bps in the quarter, with both names adding 36 bps to performance.
Constellation Brands (STZ) and GrubHub (GRUB) were the top detractors in the quarter, detracting 88 bps and 77 bps
respectively. Rounding out the top 5 detractors were 3 shorts – a Consumer Services short and two Industrials shorts detracted
66 bps, 53bps, and 51 bps respectively.
Select Highlights








Netflix (NFLX) returned over 20% in the quarter. For a full analysis on why we are still bullish on NFLX, please see our Q3 2019
letter. We are especially pleased to see strong stock price performance in a quarter that included the launches of Disney+ and
Apple TV+ (and has more streaming launches following in the first half of 2020), which gives us confidence that there are
patient, long-term investors that agree with our assessment of NFLX, even in the face of loud voices on the other side that are
focused on the short-term.
An IT Services short dropped high teens % after heavy insider selling by the Chairman/CEO/Founder caused investor
skepticism to increase and focus to shift to the lofty expectations management has been spinning. We continue to be bearish
on the name and believe the company will have trouble competing at sub-optimal scale with their history of execution
missteps and clumsiness managing investor expectations.
Constellation Brands (STZ) was the top detractor for the quarter, as the stock price fell 8% in October on the back of an
uncertain outlook related to delays in the timing of STZ’s deal to divest multiple wine brands to E. & J. Gallo. In December, STZ
and Gallo revised the agreement to omit certain brands to satisfy regulators, and sentiment is bouncing back (in combination
with a strong earnings report in early January). We view this weak quarter as transitory, and we continue to be bullish on STZ
as one of the rare growth stories in Consumer Staples, driven by positive demographic trends that should enable the core
beer business to post robust growth for years to come. Even with a weak quarter for the stock, STZ had a good year, returning
20% and contributing 100 bps to 2019 performance.
A Consumer Services short detracted 66 bps from quarterly performance. This online housing company has begun to stray
from its core online capabilities by flipping houses itself. We think that this is a bad idea for the long-term, but as the
economy has continued to strengthen, investors have increasingly looked through the terminal value risk of flipping houses,
5

an endeavor akin to picking up nickels in front of a bulldozer. Timing is important when shorting, and holding this position
through periods of improving economic strength is a money-losing proposition. We have covered this stock for now, though
we continue to keep an eye on it, should conditions change.

Q4'19 Top Contributors & Detractors
Contributors
Match Group
Microsoft
Netflix
Teleperformance
Facebook
Electronic Arts
Specialty Retail - Short
Commercial Services - Short
Total above

2.00%
1.74%
0.90%
0.87%
0.73%
0.71%
0.36%
0.36%
7.67%

Detractors
Constellation Brands
GrubHub
Consumer Services - Short
Industrials - Short
Industrials - Short
Total above

(0.88%)
(0.77%)
(0.66%)
(0.53%)
(0.51%)
(3.36%)

*Represents long contributors > 70 basis points, short contributors > 35 bps and detractors > 50 basis points

EVALUATING 2019 SHORT PERFORMANCE
Overall, I would characterize 2019 as a solid year in a relatively tough environment for long/short investing. Central Bank easing
pushed up equity valuations across the board, which presented a difficult backdrop to effectively short sell. This is the first year
we were not able to generate a positive spread between our long and short books, which makes us even more motivated as we
enter 2020. We have identified how we will improve our process on the short side, and we are confident in our ability to execute
and in turn squeeze even more nectar (returns) out of the flower that is our portfolio.
Short Selling: Process Evolution
Last year’s performance (2018) was driven in large part by our short selling, contributing 960 bps on the year as the bottom fell
out of the market. This year (2019) as the market rebounded, our short selling detracted 1,350 basis points (the S&P 500 was up
20.8% overall over the 2 years) with many of our top contributing shorts in 2018 reversing to be our top detracting shorts in
2019.
We are not macro investors and we aim to build our short book to do what it did in 2018 – excel in times of market distress, even
though we do not believe the timing of this distress is knowable. Though our overall long/short performance has been very good
(as mentioned previously), we do think there is room for improvement on the short side, specifically timing around exiting
positions.
How will we improve our process? The first aspect is straightforward: we will reemphasize setting a desired IRR for each short
position and covering the position when that IRR is reached. We do this to a degree, but we think there is room to be more
diligent in this area. The second is a little more nuanced. Stocks tend to drift up over time and move together, with sudden,
infrequent drops interspersed as sentiment changes. This means we should expect the performance of our short book to display
lumpiness. We do expect and observe this, but in the situation where a group of our shorts have fallen and should be covered, I
think we have had a subtle tendency to err toward maintaining a consistent net exposure rather than turn over our short book
and allow the net exposure to temporarily increase.
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What does this mean? Moving forward, we’ll aim to turn over our short book a bit more. Again, the change will be subtle, and
our goal will be to improve the consistency of our process. If the scenario arises in which we cover enough shorts to cause our
net exposure to deviate from the range in which we’re comfortable, we can temporarily use an index short as we rebuild our
short book. I do not foresee this to be likely, but it is still worth mentioning nonetheless.
We look forward to an exciting 2020, and we thank our investors for their continued support.
Please reach out with any questions.

Sincerely,

Jake DuBois, Managing Member
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APPENDIX
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TERMS
CLASS A
Minimum
Management Fee
Performance Fee
High Water Mark
Lockup
Redemptions
Gate

$250,000
1.5% AUM monthly
15% annually
Yes
1-year soft lockup
30-day notice
None

*Flexibility in terms available based on investment size and commitment period

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.
Downside deviation is a value representing the potential loss that may arise from risk as measured against a minimum acceptable
return, by isolating the negative portion of the volatility. It is thus similar to standard deviation but considers only returns that fall
below the minimum acceptable return.
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.
Sortino Ratio, a variation of the Sharpe ratio, differentiates harmful volatility from volatility in general by using a value for
downside deviation. The Sortino ratio is the excess return over the risk-free rate divided by the downside semi-variance, and so it
measures the return to "bad" volatility.
Source: Morningstar
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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. We believe 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. Please see the Private Placement Memorandum for a full list of disclosures.
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 document, in whole or in part, or the divulgence of any of its contents, is
prohibited. Any reproduction or distribution of this document 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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