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DISCLAIMER
IMPORTANT INFORMATION
This presentation has been prepared as of 31st December 2020, unless otherwise stated, bySZF Capital solely for the purpose of providing background information to the person to whom it has been
delivered. The information contained herein is strictly confidential and is only for the use of the person to who it is sent and/or who attends any associated presentation. The information contained
herein may not be reproduced, distributed or published by any recipient for any purpose without the prior written content of SZF Capital. Notwithstanding anything to the contrary herein, such person
(and each employee, representative or other agent of such person) may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of (i) the proposed fund (the
“Fund”) and (ii) any of its transactions, and all materials of any kind (including opinions or other tax analyses) that are provided to the recipient relating to such tax treatment and tax structure.
The distribution of this document may be restricted in certain jurisdictions. The information herein is for general guidance only, and it is the responsibility of any person or persons in possession of this
document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. The summary description included herein and any other materials provided to you
are intended only for information purposes and convenient reference and are not intended to be complete. This information 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, and accounting or other advisors about the issues discussed herein. Material terms of the Fund are subject to
change. Any prospective investor will be provided with a copy of the Fund’s offering memorandum and an opportunity to review the documentation relating to the offering. PROSPECTIVE INVESTORS
SHOULD REVIEW THE OFFERING MEMORANDUM, INCLUDING THE RISK FACTORS IN THE OFFERING MEMORANDUM, BEFORE MAKING A DECISION TO INVEST. In addition,
prospective investors should rely only on the offering memorandum in making a decision to invest, although certain descriptions contained herein may be more detailed than those contained in the
offering memorandum. Past performance is no guarantee of future performance. Subscriptions may only be made on the terms of the offering memorandum and subject to completion of a subscription
agreement.
This document is not intended as an offer or solicitation with respect to the purchase or sale of any security. This document is not intended for distribution to, or use by any person or entity in any
jurisdiction or country where such distribution or use would be contrary to local law or regulation. In particular this document is not intended for distribution in the United States or for the account of
U.S. persons (as defined in Regulation S under the United States Securities Act of 1933, as amended (the “Securities Act”)) except to persons who are “qualified purchasers” (as defined in the United
States Investment Company Act of 1940, as amended (the “Company Act”)) and “accredited investors” (as defined in Rule 501(a) under the Securities Act). The Fund is not, and will not be, registered
under the Securities Act or the securities laws of any of the states of the United States and interests therein many not be offered, sold or delivered directly or indirectly into the United States, or to or
for the account or benefit of any US person, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of such securities laws. The securities will be
subject to restrictions on transferability and resale. The Fund will not be registered under the Company Act.
This document is being communicated by SZF Capital and in the European Union it is only being provided to those persons to whom it may lawfully be issued under The Financial Services and Markets
Act 2000 (Financial Promotion) Order 2005. No reliance may be placed for any purpose on the information and opinions contained in this document or their accuracy or completeness. No
representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained in this document by any of SZF Capital, its member,
employees or affiliates and no liability is accepted by such persons for the accuracy or completeness of any such information or opinions, and nothing contained herein shall be relied upon as a promise
or representation whether as to past or future performance. Opinions expressed herein may not be shared by all employees of Eschler and are subject to change without notice.
All rights reserved, SZF Capital (2021).
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Introduction
Capital Preservation with Margin of Safety is our Pedigree
●

Steve Zali at SZF Capital has been investing in long only equity strategy
for 6 years, having most of his wealth in the Fund.

●

Since Inception SZF Capital has outperformed peers with a gross
annualized returns of 69.3% vs 10.5% for the MSCI World Index gross
2020.

●

SZF Capital seeks to invest in undervalued, well-financed,
owner/operator-run businesses demonstrating attractive growth,
normalized earnings power and risk-reward.

●

SZF Capital manages risks through high margin of safety with all
investments and diversification through currencies, markets and
sectors.
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STRATEGY DIFFERENTIATORS
At SZF Capital, we manage long only small-mid public equity, investing with
a goal of achieving attractive rates of return over a 3 - 5 year time horizon
within a diversified portfolio of our best ideas.

SMALL CAP FOCUS

CAPITAL
PRESERVATION

BARGAINS ONLY

GLOBAL
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PHILOSOPHY
SZF Capital was founded on the beliefs investors can find
tremendous inefficiencies in the market:

INVEST LONG TERM
• We believe that with the requisite
skills and experience can add value
by investing in worldwide public
equity (US, Europe, Asia, South
America) while reducing equity
market risks by adding margin of
safety in any investment.

FOCUS ON SMALL AND
MID-CAP STOCKS
• We believe that
“value-biased” small-mid
cap companies offer the
greatest long term
risk-adjusted returns.

FISH THE
BOTTOM
• We believe that stocks can
significantly degrade based
on market emotion, we take
action when obvious
opportunities come to life.

• Our investable universe
• We focus on any market
• We aim to harness our fundamentally
usually includes securities
where we can find Bargains.
driven, research focused investment
with market capitalizations
process by looking for exceptional
less than $10 billion.
returns.
• Our investable universe
• When we buy a stock, our research is
focus on great businesses
made as if we buy the entire
with a sustainable moat.
business.
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STRATEGY OVERVIEW
Objective
SZF Capital invests in long only, worldwide small-mid cap
public equity portfolios designed to deliver attractive rates
of return over a three to five year time horizon within.
Our overall goal is to manage a portfolio with undervalued
equities of great companies, taking a margin of safety high
enough to preserve the capital and, add a significant
return.

"In my view, the biggest investment risk is not the volatility of prices, but whether you will
suffer a permanent loss of capital. Not only is the mere drop in stock prices not risk, but it
is an opportunity. Where else do you look for cheap stocks?" Li Lu
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STRATEGY SUMMARY
Return 2020
YTD December 2020

UNIVERSE
• Small/Mid-Cap U.S. equities (less
than $10 billion market cap)
• Benchmarks: MSCI World Index
gross 2020

PORTFOLIO OVERVIEW

1.6
%

Long Portfolio
• 100% Long Exposure
• Generally 30-50 Individual
Stocks
• Average Position Weight: 4%
• max yearly drawdowns: -45%
(COVID-19)

SZF
CAPITAL

S&P 500

5 Year Annualized Return
May, 2015 - December 30, 2020

6.9
%

8.4
%

"Past performance is no
guarantee of future results"
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INVESTMENT PROCESS
“Risk Adjusted Value” Approach

01

03

IDEA
GENERATION

RISK
MANAGEMENT

02
SECURITY
SELECTION
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INVESTMENT PROCESS
Idea Generation
01 NARROW THE UNIVERSE
• Our equity universe is focus
on the common stocks of
companies with market
capitalizations less than
$10 billion.
• We utilize our “Screening
approach" quantitative
analysis to score the
universe. Composite scores
incorporate traditional
fundamental value measures
as well as other
non-fundamental factors.

02

SOURCE IDEAS

• After the universe is narrowed,
we utilize a mosaic approach,
collecting industry data from
various public and private
sources as well as our prior
years of research that might be
relevant to present day factors.
• We will use publicly available
resources and research to gain
a better understanding of
current and past
business/industry conditions and
find opportunities.
• We construct Excel-based
financial statements (models)
to analyze historical business
trends and forecast future
earnings estimates.
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INVESTMENT PROCESS
Security Selection
LONG PORTFOLIO STOCK
SELECTION
We like to own great businesses that can
compound shareholder value over time at
reasonable valuations and will purchase
good businesses at sharply discounted
valuations based on our fundamental
analysis and estimates of future earnings.

We do not buy companies simply because their
stock prices are cheap by traditional measures
(value traps), but we aim for great businesses with
growth potential, sustainable moat, pricing power,
etc.
Search for companies whose stock prices are
dislocated from long-term fundamentals due to
shorter-term internal or external factors.

Look for businesses that are
“under-earning” due to investments in new
products and services or cyclical industry
dynamics.
Strive to determine the catalysts and drivers
of future earnings that market participants
underestimate versus our own analysis and
forecasts.
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INVESTMENT PROCESS
Risk Management

01 DIVERSIFICATION
We believe that an
actively managed
equity strategy should
be fairly diversify
to generate
above-average long
term investment
returns.

02 SIZING

03 MARGIN OF SAFETY

We will invest greater
amounts of capital in
companies where we
find greater
risk-adjusted value and
vice versa.
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PORTFOLIO

GUIDELINES

Investable Universe

Global Equity (US, Europe, Asia, South-America)

Market Cap Exposure

Small-Mid Cap

Equity Exposure
Position Size
Number of Positions

Long-Only

Up to 20% for largest holdings
Generally 30 - 40

Opportunistic

Takes advantage of market inefficiencies

Active Risk Management

Diversification based on countries,
currencies, industries and high
Margin of Safety
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About Me
I attended one of the best engineering schools in France, where I’ve received a master's degree in Business
Administration. I was formerly a consultant at a top management consulting firm, I then joined several
early-stage tech startups helping them to grow. These experiences help me to understand businesses at a
strategic and operational level.
I bought my first share when he was 18 years old. Now, some 10 years on, I find investing more fascinating
and stimulating. My aspiration to create SZF CAPITAL began when I started to read about great investors
like John Templeton, Charlie Munger, and many others. I’ve been following their investment process until
them buying great business at a cheap price. +100 investors have already enjoyed the journey of investing
in SZF CAPITAL, and +10,000 investors follow my investment ideas.
The realization that there was a proven way to be a more successful investor hit me straight between the
eyes. The core driver behind the investment process at SZF CAPITAL is the use of investment approaches
proved successful by the likes of these investors. These clear processes help us take a long-term approach
in assessing companies, their management, and prospects when trying to find the high-quality franchises
that we think will compound at a good rate over time. We will then only buy shares in them if they are
offered to us at an attractive price.
The second point is our desire to learn and to enjoy the process. It is human nature to want to get better at
something but it is easy in this industry to be too busy to have the time to do so. There are always
opportunities to learn and we welcome them.
My vision for SZF CAPITAL remains to analyze and invest at the very highest standard to the benefit of our
clients. I want to enjoy the process, have a desire to improve my skills, our investment process, and the
results we achieve every year.
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Monthly Gross Returns
Annualized gross return of 69.3% since inception
Jan

Feb

Mar

Apr

May

June

-2.73

8.1%

1.5% -7.4% 0.9% 13.6% -1.1% -1.8% 9.8%

2.2%

15%

5.0%

9.0%

3.1% 12.2%

41%

2.1% -2.2%

2015
2016

-7.5%

4.9%

7.9%

2017

4.9%

3.1%

2018

6.5%

0.2%

-2.9%

2.3%

2019

12.1%

7.1%

5.1%

2020
2021

3.9%

Jul

Aug
2.3%

Sept

Oct

Nov

Dec

YTD

3.9%

0.4%

7.6% 12.0%

81.1%

14.0% -1.3%

7.3%

6.7%

9.4%

148%

-0.5% -6.6%

1.8%

-5.3%

4.0%

0%

2.5%

2.9%

6.9% 17.7%

4.2%

-5.2%

-4.7% -4.6% -1.8%

-1.4% 7.5%

59.3%

31%

-1.57% -7.49% 23.08% 10.7%

6.6%

1.4%

18.4% -10%

47.8%

188%

7.8%

9.49%

-4.4%

9%

18%

In engineering; people have a big margin of safety. But in the financial world, people don’t
give a damn about safety. They let it balloon and balloon and balloon.
- Charlie Munger
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Terms
Key Terms

Class A USD

Management Fee

1.50% per annum

Performance Fee²

25% over 6% compounding hurdle

Liquidity³
High Water Mark

Quarterly + 65 days’ notice⁴
Perpetual

¹ $5 million minimum subscription.
² Performance fee on returns above hurdle rate payable at year end for Class A and Class B.
³ 2% redemption charge payable if redemption within 12 months of subscription; up to 5% may be charged upon redemption if special terms are offered in
respect of that redemption; both charges may be waived at the discretion of the directors.
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Service Providers
AIM

SZF Capital LLP (Cyprus)

Prime Broker

Barclays (London, UK)

Administrator

Alter Domus (Cyprus)

Auditor

XCH Business Consulting (Cyprus) Limited

Legal Counsel

Shanda Consult (Cyprus)
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Contact Details

Steve Zali
steve@szf-investments.com
T: +46 76-76510 96

