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EQUITY PERFORMANCE



CEO Comments 

In April, the portfolio returned 1.24%, compared to 3.50% for our benchmark. The equity portfolio returned 2.62%,
while the benchmark returned 4.98%.

The main contributors during the month were Careium, Asmodee and Swedencare. The largest detractors were
Netcompany, Electrolux Professional and Coor.

During the month, we had a much appreciated visit from Nemcap, an alumnus and one of the sharpest stock pickers
around. He shared his investment playbook, parts of his journey and several memorable stories before we rounded off
the evening at our usual after-work bar. We are thankful to have a great alumni network, showing engagement and a
willingness to share ideas, time and guidance. 

As graduation approaches, this will probably be the final letter from Balksten and me. It has been a privilege to be
part of this organisation and we leave with confidence in the team taking over. With that, I want to thank my fellow
management team and fellow analysts who also graduate this summer. I wish you the best of luck on your adventures
ahead.

Sincerely,
Isac Svensson
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Asset Manager's Comments

Dear readers,

In April, markets swung back. OMXS30 was almost back at its all-time high mid-month, and over the
Atlantic the US indices continued to show impressive strength. The IMF used its April WEO to rebrand
the macro environment "Global Economy in the Shadow of War", yet equity markets seemed to be reading
a different document. Our portfolio, in its more stable nature, did not follow along. The same thing that
kept us from a large drawdown in March now kept us from a large gain in April. Our goal is to provide
stable returns, which is why volatility will sometimes be on our side and sometimes not.

During the month, the portfolio returned +1,24% against the benchmark's +3,50%. Equities delivered +2,62%
against the equity benchmark's +4,98%. Alternative investments continued to underperform their
benchmark, while corporate bonds, global bonds and money markets each outperformed theirs. Top
contributors in the month were Careium (+19,6%), Asmodee Group (+16,5%) and Swedencare (+11,4%). On
the other end were Netcompany (-8,3%), Electrolux Professional (-8,2%) and Coor (-7,3%). During the
month, we have also sold Essity and bought BioGaia.

We have held Essity for several years and the structural problems have continued to sharpen. Topline has
only grown in three of the last ten quarters; the product is commoditized and volumes have been down.
At the current valuation, even if the company hits its target and reaches all-time high margins (which we
believe is very uncertain given the history), the IRR on consensus sits at around 12%, and that already
assumes margins reach all-time highs while topline tracks GDP. The case has not played out and has
continued to underperform in our view, which is why we have freed up the capital in the hope of better
opportunities.

One of those better opportunities is BioGaia. With 16% topline CAGR since IPO, a large net cash
position and high cash conversion, BioGaia is a completely different animal. The company started in 1990
by producing probiotics (friendly bacteria that keep our gut and immune system functioning) for others,
but has since evolved into a large player owning almost all of the value chain from R&D to packaging to
distribution. The moat is built around these probiotics, and especially the L. reuteri strains. We believe
the company, with its D2M strategy, can continue to grow for years to come while expanding margins by
taking on markets with low saturation and becoming the distributor itself. Furthermore, new ownership
through Anatom, the Kahane family 's investment vehicle, and Mauricio Graber, former CEO of
Novonesis, joining as chairman, as well as an upcoming CMD, are all positive signals on top of the
operational case.

While the Essity-for-BioGaia trade was not a one-for-one switch, it very well reflects the kind of capital
allocation we want to be doing, i.e. , less hope that cost cuts can fix a structurally tired franchise, and
more capital behind one that is structurally advantaged. To end with an often-quoted, but very true line
from Warren Buffett's 1989 shareholder letter:

"It 's far better to buy a wonderful company at a fair price than a fair company at a wonderful price."

Sincerely, 
William Balksten
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