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A recent analysis undertaken by Lakehouse 
Capital of its competitors found the median 
competitor to the Lakehouse Global Growth 
Fund had about 66 holdings. Today the Lake-
house strategy holds about 20 companies.

And finally, Lakehouse Capital seeks asym-
metric opportunities only. 

“We’re looking for companies where we think 
there are multiple ways to win and few ways to 
lose,” Magyer says. 

Ultimately, it’s about finding differentiated, 
high-quality ideas and only owning the best 
businesses.

 But that’s not quite all there is to it; “That’s most 
of the ball game, but it’s not all of the ball game.”

Lakehouse Capital also uses a proprietary risk 
rating framework which sees every company 
measured against eight different parameters, 
both quantitative and qualitative, aimed at help-
ing the team size and better understand the risk 
and reward position of its portfolio.

However, the businesses Lakehouse Capital 
selects cannot operate in a silo. Each business, 
regardless of how strong it may be, must com-
pliment the rest of the portfolio.

“We will look at each position and how it’s a 
contributor to risk in the portfolio. 

“It’s all about maximising our return relative 
to our risk,” Magyer explains.

But fund managers are supposed to protect a 
portfolio from risk, right? Well, yes. But Magy-
er believes it’s this unwavering, laser focus on 
risk management that differentiates Lakehouse 
Capital from other growth managers.

“We’re a growth manager, we’re proud of that 
and we wear it on our sleeve. But we’re not just 
focused on upside capture – it’s great, we like it 
and we value it – but we’re also concerned with 
protecting our downside,” he says.

“When we look at companies, there’s a con-
sistent focus on risk and trying to reduce points 
of failure in our thesis.”

At the end of the day, he says, it’s about trying 
to skew the odds in your favour and ensuring 
there’s fewer ways to lose.

“And you won’t always get that right,” Magy-
er acknowledges.

“But I think the mantra and maintaining that 
focus puts you in a better position to succeed.” fs

What is the best way of identifying high 
quality companies that will perform over 

the long term?
That is the question that the team at Syd-

ney boutique fund manager Lakehouse Capi-
tal asks itself each and every day. A lot of fund 
managers ask themselves the same question, 
but their answers are likely a little different to  
Lakehouse Capital’s.

When chief investment officer Joe Magyer01 
co-founded Lakehouse Capital at its inception 
in 2016, there was perhaps more pressure on 
him to perform than many other investments 
leads just starting out. This is because Lake-
house Capital is wholly owned by The Motley 
Fool and Magyer had spent the previous decade 
writing content and providing investment ad-
vice to millions around the world by way of the 
fund manager and media house.

Recognising that Lakehouse Capital could do 
things differently, Magyer steered away from a 
traditional investment model, developing a dif-
ferentiated approach to spotting the best pros-
pects and running money.

Known to the team as the Fascinations-based 
model, the Lakehouse approach is focused on 
identifying companies that exhibit one of three 
core features: loyalty, networks and intellectual 
property (IP).

Lakehouse considers loyalty as both possess-
ing high switching costs and the delivery of val-
ue, and relates to enterprise software, subscrip-
tions or any other form of business focused on 
customer loyalty and retention.

Meanwhile, Lakehouse is passionate about 
businesses with network effects – where the val-
ue of the product or service grows as more cus-
tomers join – because they tend to scale quickly 
with capital efficiency.

Finally, businesses with strong IP - brands, 
data, patents and even corporate cultures that 
are difficult to replicate – have enduring pricing 
power and often have an easier time of generat-
ing new, more valuable IP.

“When we first approached new idea gen-
eration at Lakehouse, we stepped back and we 
said, ‘If the ultimate goal was long-term outper-
formance by owning a high conviction basket 
of companies, what’s the best way to get those 
companies in the portfolio and what kind of 
companies do we want to own?’” Magyer says.

“What we came to appreciate was they con-
sistently came from businesses with those three 
key traits.”

With that in mind, instead of implementing 
a traditional model whereby team members are 
responsible for overseeing a particular region or 

sector, the Lakehouse Capital team focuses on 
those three factors.

Most ideas don’t survive this level of due 
diligence, but Magyer says that not only does 
this make sure that only the highest quality 
companies enter the process from the top, but 
that the team is building a deep domain exper-
tise around the specific business traits that best 
align to long-term performance.

It is at the conclusion of this process that 
the Lakehouse team determines which com-
panies will and won’t make the cut for its two 
long-only, growth strategies, the Lakehouse 
Global Growth Fund and the Lakehouse Small  
Companies Fund.

The Lakehouse Global Growth Fund invests 
in mid to large capitalisation growth companies 
located mainly in developed markets, including 
some of the world’s largest growth companies 
like Facebook, PayPal, Amazon, Monster Bev-
erage and CoStar Group.

Meanwhile, the Lakehouse Small Companies 
Fund invests in small, growing companies in 
Australia and New Zealand. Current holdings 
include Netwealth, Tyro, Pinnacle Investment 
Management and Pro Medicus.

Much like its method of selecting companies, 
the firm’s investment philosophy is also under-
pinned by three core pillars.

Foremost, and as already touched upon, Lake-
house Capital and its team are long-term investors.

“We believe in putting time on our side,” 
Magyer explains.

“In an era when more investors are compet-
ing on short-term tactical edges and focusing on 
short-term performance, we think the value of a 
long-term perspective is that much more valu-
able and I’d like to think was proven by being 
patient during COVID-19.”

To say it was proven during the pandemic is 
almost an understatement. In the 12 months to 
March 2021 end the fund, incepted in Decem-
ber 2017, returned 48.1% - a whopping 23.9% 
above its benchmark, the MSCI All Country 
World Index.

The Lakehouse Small Companies Fund, es-
tablished in November 2016, also saw outstand-
ing performance at the height of the economic 
downturn, returning 71.8% in the 12 months to 
31 March 2021. Its benchmark, the S&P/ASX 
Small Ordinaries Accumulation Index returned 
52.1% over the same period.

The pandemic aside, the funds have returned 
25.6% and 23.9% since inception, respectively.

The second element to the philosophy is that 
Lakehouse Capital is a high conviction fund man-
ager with a firm belief in backing its best ideas.

Multiple ways to win
A fascinating approach to investing

Watch the video  
on www.fsitv.com
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The quote

We believe in putting 
time on our side.
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