
www.karollcapital.bg/en

KCM – EMERGING

EUROPE STRATEGIES

Jan 2023

Sofia, Bulgaria

This is marketing material.



KAROLL CAPITAL: 
COMPANY OVERVIEW

Rila Monastery, Bulgaria



Karoll Group:
Main Activities

INVESTMENT BANKING

ASSET MANAGEMENT

IPO and SPO capital markets
M&A, Restructuring, Consulting
Official representative of Oaklins

Wealth Management products:

Advance Emerging Europe Opportunities UCITS

Advance Invest (Balkans) UCITS

Advance Eastern Europe UCITS

Advance Global Trends UCITS

Global SMAs and (sub) advisory mandates 

Partner of Schroders Investment Management, distributing 100+ global 
funds in Bulgaria and Romania

Structured notes in partnership with Credit Suisse 

SMA Strategies for Professional Investors:

BROKERAGE

Local and regional markets
Global capital markets
Leader in Bulgaria by market share

ALTERNATIVE INVESTMENTS

Advance Equity Holding (private equity)
Advance TerraFund REIT (farmland)
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Central Europe
Eastern Europe
Balkans

30 EXCITING YEARS OF SUCCESS | TEAM OF 200 EXPERTS

Emerging Europe 
Aggregate
Mixed/Custom



Karoll Capital Management

Unique heritage in Emerging Europe
Founded in Sofia in 2003 with 20-year track record in regional market allocation and stock selection

Independent, specialized and pioneering

Highly qualified team with very low turnover (+10 years avg. company tenure for key management and investment personnel)

Part of Karoll Financial Group – a diversified financial conglomerate founded in 1993, with asset management, investment banking, 

brokerage, private equity and insurance arms

Steady business growth from diversified business lines
AUM of $300+ mln in funds, SMAs, advisory mandates and wealth management, incl. 4 UCITS funds managed in-house 

Regional distributor of 100+ third-party global funds

Crisp focus on Emerging Europe
Native understanding of local market dynamics, no language or cultural barriers

On-the-ground research coverage of wide range of companies

+100 years of combined financial markets experience of Investment Committee members

Investment strategies consistently outperforming benchmarks

International perspective
Represented by Waystone Fund Services in Switzerland and HDC (Hyundai) Securities in Korea

Regional representative of Schroders Investment Management, UK

Structured product partnership with Credit Suisse

The first local signatory of the UN’s Principles of Responsible Investing
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Stanimir Karolev, Chairman and owner
Born 1966. MA, Macroeconomics, University for National and World Economy, Sofia.
Following post-graduate studies in London, Zurich, and New York, he founded Karoll
Financial House in 1993, Karoll Brokerage in 1997, and Karoll Capital Management in 2003.
In addition to his entrepreneurial activities, he established the Karoll Knowledge
Foundation to support local science and education. Fluent in English and Russian.

Daniel Ganev, Chief Executive Officer
Born 1977. BSc, Business and Finance, William Paterson University, New Jersey; MBA,
University of Cambridge, UK. After internships with Merrill Lynch and Sony in the USA, he
became an analyst with SG Cowen, New York, then returned to Bulgaria in 2003 to assist
Stanimir Karolev in establishing Karoll Capital Management. Fluent in English and Russian.

Our founders



KAROLL CAPITAL MANAGEMENT
ORGANIZATIONAL STRUCTURE



Seasoned  investment team with long tenure and unique combination of skills: 

Konstantin Prodanov, Chief Investment Strategist, Board Member
Born 1977. BA/MA in International Relations, Sofia University; MA in International Economics, International University of
Japan. 21+ yrs of experience in trading, multi-asset portfolio management and research on the Global, Asian and Emerging
Europe markets; Responsible for Emerging Europe institutional mandates and UCITS funds; Previous employers include
Goldman Sachs, UBS, Allianz, Dresdner Kleinwort Wasserstein. Fluent in English, and Russian, working knowledge of
French and Japanese.

Georgi Georgiev, Sr. Portfolio Manager, Global Markets
Born 1981. MA, Finance, University of National & World Economy, Sofia. 17+ yrs of experience in research, fundamental
analysis, valuations, portfolio management and trading on the global financial markets; Portfolio Manager of Discretionary
Accounts; Previous employers include Kraft Foods, Northfield, USA, Alfa Finance Holding, Sofia. Fluent in English and
German.

Karoll Capital’s Investment 
Committee Key Members
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Karoll Capital’s PMs and Analysts

PMs and analysts with quick access to regional companies in search of opportunities:

Georgi Raykov, Portfolio Manager –
Eastern Europe

7+ yrs of experience in research, fundamental
analysis and valuations in Central & Eastern
Europe, covers 7 regional markets

Emil Yanchev, Portfolio Manager –
Central Europe

6+yrs of experience in investment research,
fundamental analysis in Western, Central &
Eastern Europe, covers 7 regional markets

Simeon Keranov, Portfolio Manager
5 yrs of experience in investment research,
economic analysis, focus on global markets and
trends
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Florian Munteanu,  Sr. Investment 
Analyst

17+ yrs of experience in financial analysis, wealth 
planning, international auditing in multinational 
environment;  based in Bucharest, Romania



Vienna, Austria

KAROLL CAPITAL’S INVESTMENT 
CAPABILITIES
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INVESTMENT PHILOSOPHY
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Market inefficiencies abound in less developed markets due to asymmetric
information, liquidity constraints, and behavioral biases. This creates opportunities,
but one must have the capabilities and processes to identify them on time and
profit from them. Here’re our investment pillars:

Maintain contrarian bias and long-term investment horizon
Approach each investment with an ownership mentality rather than as a
speculative trade
Prioritize free cash flow generation ability, niche market positioning, pricing
power and margin of safety when selecting investments
Have each investment proposal purposefully challenged by Investment
Committee member to avoid group think; perform investment post-mortems
Stay ahead of the curve through regular company visits and access to local
news sources
Liquidity management during periods of market turmoil – maintain an
adequate cash buffer to meet unexpected drawdowns or act upon
investment opportunities
Maintain rigorous discipline with regards to liquidity and concentration risk
Transaction and hedging costs can be prohibitively expensive so keep
portfolio turnover low (<20% p.a.) and hedge FX risk only on an ad hoc basis
ahead of potential black swan events



OUR INVESTMENT UNIVERSE

Investment Constraints:

Entry/exit up to 3 days for more 
liquid markets, up to 7 days for less 
liquid ones

Maximum 10% in a single issuer

Investment in a single small-cap company <5%

Total investment in less liquid <30% of assets

Minimum threshold by mkt cap: $300 mln. 

Selection Filters:
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KAROLL CAPITAL’S
INVESTMENT PROCESS



KAROLL CAPITAL’S ESG PROCESS & 
CRITERIA

Internal Sustainable Investment Policy in place, in compliance with the EU SFDR 
directive

Using a blend of external and internal ESG scores to select the best-in-class companies

Exclusion of companies generating majority of revenues from tobacco, weapons, 
pornography, fracking, coal mining

Assessment of corporate governance → alignment of interests of owners with those of 
minorities; management must act to minimize risk of corruption 

Environmental and social factors → does company address environmental & social 
issues in its operations

Active ownership approach



Riga, Latvia

THE MARKET 
OPPORTUNITY
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Emerging Europe is a diverse region, considerable in scale and thriving with opportunities:

200+ mln combined 
population

USD 2.5+ trln GDP 

4,000+ listed companies

USD 1+ trln total market 
cap

incubator for fast-growing companies
increasingly participating in global supply chains

Buoyant region converging with developed 
Europe 
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EE is growing over 5 times faster than developed Europe → +2.4% on ave. b/n 2011-2020
vs. +0.5% for the euro-area

Resilient domestic demand→ tight labor market and supportive fiscal initiatives

EU/Eurozone membership & ties → access to the common European market, cohesion
funds and financial stability mechanisms. Regulatory framework synchronized with EU
legislation.

Strong support from EU funds  → apprx:  €500 bln = 39% of the new EU members’ 2019 GDP 
for the period from 2021 to 2027. Apprx. € 100 bln in grants from the EU recovery fund are 
allocated to Emerging Europe

Low labor costs, business expenses and taxes → Well-educated and cheap workforce, low 
overall costs attracting international business;  lowest taxes in Europe

Strategic location of the region → ideally situated for trade links b/n Western Europe, 
Middle East and Asia. Significant improvement in infrastructure with further major projects in 
the works. 

Nearshoring trends driven by COVID and East-West geopolitics should benefit Emerging 
Europe as global supply chains are forced to shorten and prioritize resilience

Buoyant technology sector (online shopping; gaming; cyber-security; digital services)

Emerging Europe economy at a 
glance
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Strong positive momentum → best global performer in Q4 of 2022 (+25.94% in EUR)

The region is extremely underweight in global investment portfolios

Post-war Ukraine recovery plan and weaker USD are strong positive catalysts

Lowest valuations globally → ave. P/E ~ 7.7x vs. 12.4x for Global EM (38% discount, 1.5
StDev below 10Y average); high dividend yields (apprx. 5%);

Strong catch-up potential → regional equity markets are more than 50% below their 2007
peak)

Rising global rates favor value sectors (75%-80% share of value sectors in Emerging Europe
markets)

Low Mkt Cap/GDP→ appx. 40% vs 120% for global market, so ample room for growth

Growth potential through leverage → govt. debt to GDP is 50% vs. 95.6% for the Eurozone;
gross private debt is 95% (65% corporate/30% household) vs 203% (143% corporate/60%
household) for the Eurozone

Low debt levels in the region make it less vulnerable to rising rates

Fertile ground for stock picking → local knowledge and first-mover advantage have
allowed us to consistently outperform our benchmarks. Our main Central Europe focused
fund beat his by almost 16pp for the last 3 years, generating alpha of 2.87%.

Evolving market structure→ “New” economy stocks make up the bulk of IPOs

Emerging Europe markets at a 
glance
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Source: Bloomberg, KCM Calculations

Forward P/E P/B, mrq

Dividend Yield, % P/E  per country, ttm

Compelling valuations in Emerging Europe
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MSCI EFM Europe+CIS ex RU, € 31.12.2022

1Y -6.49%

3Y, annualized -5.49%

5Y, annualized -6.52%

10Y, annualized -5.45%

Large valuation gap and
catch-up potential
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Source: MSCI,  Calculations
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Central and Eastern Europe Central Europe Balkans

CustomThematic

Emerging Europe equity strategies for professional investors 
* in the form of SMA mandates, UCITS mutual funds, institutional advisory and sub-advisory services

Austria
Bulgaria
Croatia
Czech Republic
Estonia
Greece
Hungary
Latvia
Lithuania
Poland
Romania
Serbia
Turkey

Poland
Hungary
Czech Republic
Austria
Latvia
Lithuania
Estonia
Croatia
Slovakia

Bulgaria
Romania

Tailored country allocations
Custom benchmarks

“New Economy”stocks
Nearshoring beneficiaries
Information technology

What we offer



Budapest, Hungary

KCM’s Flagship 
Central European Strategy



Central European Strategy
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Investment theme: invests in the stock markets of Central Europe: Poland, 
Czechia, Hungary, Austria, Baltics

Investment style:  blended (value & growth), stock-picking, bottom-up 
combined with top-down and sector views,  benchmark agnostic 

Areas of strength: “new economy” stocks, off-benchmark investing

Portfolio components:   ~ 50 positions 

Offering formats: UCITS fund; SMA; advisory mandate; daily trading in EUR

Mgmt. fee: 1.5% of NAV; no front-end fee for investment above €500,000

Benchmark: MSCI EFM Europe + CIS ex. RU

Launch:  November, 2007

Consistent alpha generation: 2.87% p.a. for the last 3 years

Long history with the same team



Geographic breakdown (31.12.2022) Sector breakdown

Portfolio Details

Top 5 positions % of portfolio Country Sector

CEZ 6.03% Czech Republic Utilities

PKN Orlen 5.62% Poland Energy

Richter Gedeon 4.65% Hungary Pharmaceuticals

Erste Group Bank 4.6% Austria Financials

Moneta Money Bank 4.36% Czechia Financials

Poland
42.4%

Hungary
15.7% Czech 

Republic
13.9%

Austria
12.1%

Cash
8.8%

Lithuania
5.4%

Estonia
1.5%Other… 0.2%

1.3%

3.3%

5.2%

5.9%

6.0%

6.4%

7.0%

7.8%

8.8%

15.9%

32.2%

Others

Real Estate

Communication Services

Materials

IT

Utilities

Industrials

Health Care

Consumer discretionary

Cash

Energy

Financials



Performance vs benchmark
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Strategy Benchmark

EUR, as of 31.12.2022 1  
month 1 year

Annualised

Volatility Alpha
3 years 5 years

Since 
inception

Central Europe Strategy -1.06% -16.2% -1.94% -2% -0.35% 25.05% 2.87%

MSCI EFM Europe+CIS ex RU 1.14% -6.49% -5.49% -6.52% -5.57% 27.73%



Central European Strategy –
key metrics
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Strategy
MSCI EFM Europe + 

CIS ex. RU

3Y return (annualized) -1.84% -5.49%

Alpha (3Y annualized) 2.87%

Beta 0.83

Volatility 25.05% 27.73%

Sharpe Ratio -0.07 -0.19

Sortino Ratio -0.08 -0.27

Upside Capture 61.56%

Downside Capture -40.86%

Information Ratio -0.15

Tracking Error 0.11

Best Monthly Return (last 
3Y)

17.34% 21.87%

Worst Monthly Return
(Last 3Y)

-24.64% -21.67%



Headquarters  Sofia
1 Zlatovrah Str, 1164, Sofia, Bulgaria, Phone: +359 2 4008 300, E-mail: kcm@karoll.bg, www.karollcapital.bg

CONTACTS

Daniel Ganev
Chief Executive Officer

E-mail: ganevd@karoll.bg
Tel: +359 2 4008 382 

Konstantin Prodanov
Chief Investment Strategist

E-mail: prodanov@karoll.bg
Tel: +359 2 4008 386 



Disclaimer

The information contained in this material is for information purposes only and does not constitute
investment advice, nor is it a part of investment advice. It does not constitute a recommendation or an
offer to issue, to subscribe or to purchase units or shares in the investments described herein neither
an offer of investment services.

While reasonable care has been taken to ensure that the information contained herein is not untrue or
misleading at the time of publication, Karoll Capital Management EAD makes no representation that it
is accurate or complete.. Karoll Capital Management EAD makes no representations or warranties
whatsoever as to the data and information provided in any third party referenced website and shall
have no liability or responsibility arising out of or in connection with any such referenced website.

Any investments referred to herein may involve significant risk, may be illiquid and may not be
suitable for all investors. Investors should note that income from such investments or other securities,
if any, may fluctuate and that price or value of such securities and investments may rise or fall.
Accordingly, investors may receive back less than originally invested. Past performance is not
indicative of future results. Foreign currency rates of exchange may adversely affect the value, price
or income of any security or related investment mentioned in this report.

This material should not be regarded by recipients as a substitute for the exercise of their own
judgment. Investors should make their own investigations and investment decisions without relying
on this material. Before entering into any transaction, investors should consult their advisors and
understand the risks involved in these transactions. Investors should make themselves aware of any
local laws governing such securities or investments. This is a marketing material. Before taking a
definitive investment decision, please review the prospectus and the key investor information
document of the relevant fund, in which you intend to invest. This material has been prepared by
Karoll Capital Management EAD, a licensed asset management company, a member of the Bulgarian
Association of Asset Management Companies (BAAMC) – member of EFAMA.

The presented information and documents represent the intellectual property of Karol Capital
Management EAD and may not be disclosed to third parties without the explicit written consent of
Karol Capital Management EAD.


