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This Brochure provides information about the qualifications and business practices of Blue Ocean 
Investment Partners Limited. If you have any questions about the contents of this Brochure, please 
contact the firm at clientrelations@blueoip.com. The information in this Brochure has not been approved 
or verified by the United States Securities and Exchange Commission (the “SEC”) or by any state 
securities authority.  
 
Additional information about Blue Ocean Investment Partners Limited is also available on the SEC’s 
website at www.adviserinfo.sec.gov. 
 
Please note that registration as an investment adviser with the SEC does not imply any level of skill, 
training or ability with respect to the provision of investment advisory services. 
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Item 2. Material Changes  

This document is the initial Brochure prepared by Blue Ocean Investment Partners Limited. The Brochure 
will be updated on an annual basis and any material changes to it will be identified in this section.   
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Item 4. Advisory Business  

Blue Ocean Investment Partners Limited (“Blue Ocean”, “we”, “us”, “our”, “Investment Manager” or the 
“Firm”) is registered in England and Wales as a private limited liability company having registration 
number 11107541. Blue Ocean was founded on December 12, 2017. Robert “Ted” Holmes owns 100% of 
Blue Ocean and is the sole individual providing investment advice to clients. Blue Ocean’s office is 
located in London, England. The company is regulated by the Financial Conduct Authority (“FCA”), the 
financial regulator of the United Kingdom. The Firm’s FCA Registration Number is 800108. 

As discussed further in Item 7 herein, Blue Ocean provides investment advice to clients via discretionary 
management of separately managed accounts (“SMAs”). It does not provide financial planning or other 
advisory services. We offer an investment strategy focused on companies that are socially and 
environmentally responsible innovators and whose securities are at a discount to our assessment of 
intrinsic value. 

The investment strategy can be varied as to position sizes in the portfolio, as described under the heading 
“Diversification in Item 8. Methods of Analysis, Investment Strategies, and Risk of Loss”. This is based 
on each client’s risk appetite and investment objectives. We will discuss your risk appetite and investment 
objective before establishing a client relationship with you and then on an on-going basis as further 
detailed in Item 16. Investment Discretion. 

As of June 30, 2020, Blue Ocean manages $10.4 million in regulated assets under management based on 
the aggregate market value of all SMAs managed by us. We provide advisory services to clients in the 
United States as well as in other jurisdictions such as the United Kingdom, European Union, Switzerland, 
Singapore, and other countries.  

Our US clients include qualified clients (generally, persons with net worth, excluding primary residence, 
greater than $2.2 million or persons with assets under management with Blue Ocean of greater than $1.1 
million), institutional clients and non-qualified clients. Outside of the United States, we offer our 
discretionary investment strategy to clients who are eligible counterparties or professional investors, as 
determined in each jurisdiction. 

Item 5. Fees and Compensation  

For non-qualified clients, Blue Ocean charges an asset-based management fee calculated as a percentage 
of assets under management of up to 4.0% percent per year.  

For qualified clients, clients who are not US Persons, and institutional clients, Blue Ocean charges 
performance fees. This fee depends on the associated management fee and ranges up to a performance fee 
of 40% as discussed below in Item 6 Performance-Based Fees and Side-By-Side Management.  

Both the management and performance fees are negotiable and Blue Ocean can waive or modify its fees, 
in whole or in part, in its exclusive discretion. Prior to us accepting you as a client, we will discuss the 
selection of fees that is most appropriate for you. Lower fees for investment advisory services are 
available from other advisers.  

The management fee is calculated and collected daily in arrears by the custodian and credited to the 
benefit of Blue Ocean. 
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Performance fees, if applicable, are computed at the end of each calendar year by Blue Ocean and notified 
to the client. Performance fees are then submitted to the custodian for payment. 

Important information about the deduction of advisory fees:  

• Clients must provide authorisation for the custodian to deduct fees by signing Blue Ocean’s 
investment management agreement (“IMA”) and an account agreement with the custodian. 

• Clients can access their accounts via the custodian online platform, which shows their holdings 
and Blue Ocean’s fees. Additionally, the custodian, at each calendar quarter, issues by mail a 
detailed statement including information on holdings, fees, securities bought and sold. 

• Clients are responsible for reviewing the accuracy of fees billed.  

As discussed in Item 12. Brokerage Practices, Blue Ocean does not utilize soft dollar arrangements. Blue 
Ocean pays trade commission directly. Blue Ocean bears all research-related expenses directly. Clients 
can incur custody fees, broker interest, minimum activity fees, and other costs related to operating and 
maintaining an investment account. These commissions and fees are charged or passed through by the 
custodian and not by Blue Ocean.  

Blue Ocean does not collect fees in advance of providing its services.  

Neither Blue Ocean nor any of its employees accept compensation for the sale of securities or other 
investment products.  

Accounts can be terminated with three-day notice. 

Item 6. Performance-Based Fees and Side-By-Side Management  

Blue Ocean accepts performance-based fees from qualified and non-US clients. Performance fees can 
range from 0% to 40% and is dependent on the associated management fee. As fees are negotiable, we 
can alter the performance fee for clients and such variation can be due to the amount the client is willing 
to invest or such other economic factor. 

Performance fees are charged on the gains above a client agreed benchmark or absolute return hurdle. The 
S&P 500 index (as measured by the SPX) is the preferred and the only agreed benchmark to-date, though 
we can negotiate and agree to other recognized equity indices in the future. Gains include both net 
realized and unrealized profits and losses. Gains are calculated net of management fees. 

Performance fees, if applicable, are computed at the end of each calendar year by Blue Ocean and 
emailed to the client. Performance fees are then submitted to the custodian for payment. 

Performance fees are subject to a high-water mark of previously billed performance versus the agreed 
benchmark. No fee will be charged if the accumulated excess return or profit since the previous high-
water mark, prorated for withdrawals, is negative.  

We undertake to buy or sell the same securities for each SMA, irrespective of the client location or the fee 
arrangements agreed with the client. Such buying or selling is proportional to each SMAs account 
balance, subject to any client investment restrictions that have been mutually agreed or any risk limits due 
to risk tolerance of the client. We undertake to place aggregated orders for all clients at the same time and 
then allocate the securities bought or sold to each account pro-rata to the order size of each SMA. The 



 

 Page 6 

implementation of the investment strategy is based on AuM subject to mutually agreed client investment 
restrictions and risk limits due to client risk tolerance. The existence of performance fees for some clients 
and not others does not influence our service or our strategy implementation to any client.  

Item 7. Types of Clients  

Blue Ocean provides investment advice to individuals (including joint accounts and individual retirement 
accounts), trusts, endowments, foundations, and other corporate entities. Such investment advice is 
provided to clients in the United States and in other jurisdictions. We accept clients who are able to 
initially invest at least $250,000, which at Blue Ocean’s discretion can be reduced.  

Item 8. Methods of Analysis, Investment Strategies, and Risk of Loss  

Blue Ocean offers an ethical, long-only, fundamental strategy focused on publicly listed innovators and 
disruptors. The Company aims to achieve long-term capital appreciation for its clients. Blue Ocean 
invests primarily in the common stock of public companies in developed markets worldwide; however, it 
can also hold cash if opportunities in common stocks are not supportive of investment. Blue Ocean can 
also sell or purchase foreign currency in order to fund the acquisition of common stocks traded on non-
US exchanges. All investment research and all client account decisions are approved by the Chief 
Investment Officer. We use proprietary, subjective financial models for establishing company valuations. 
The investment strategy does not rely on algorithms for investing. 

Price and value are not the same thing. To focus too much on price loses the ability to separate price from 
value. “In the short run, the market is a voting machine but in the long run, it is a weighing machine.” 
What Ben Graham was referring to in the foregoing quote is that in the short-term, stock prices are more 
like popularity contests. In the long-run, stocks are worth the cash they generate. 

Blue Ocean is an intrinsic value investor. We believe that businesses should be valued based on their 
ability to generate cash. We approach investing from a long-term perspective, as if we are investing in a 
business for a decade or longer. We are willing to hold names as we have no insight on when an 
investment will perform. One quarter’s results do not make much difference to the value of the business 
over a lifetime. This does not mean we ignore results. We review quarterly earnings to test if our long-
term thesis is broken. Several studies have found that long-term mispricing is less subject to arbitrage and 
thus generates long-term alpha but requires more trust (partnership) between the Firm and clients. 

Understanding the value of a company is much more complex than reducing valuation to a multiple. 
Investing with a strong grasp of competitive dynamics and a sufficiently long investment horizon has an 
opportunity to realise superior returns. Our research and approach are specifically targeted at 
understanding competitive dynamics of each company and its long-term prospects. While investment to 
support growth hurts near-term accounting results, the company may be creating significant economic 
value. We focus on understanding the potential size of the company, the dynamics of the business model 
as the company matures, and the potential risks, evaluating what margins, returns, and free cash flow the 
business might generate at maturity under various scenarios. 

Blue Ocean arrives at its assessment of intrinsic value through a rigorous, bottom-up process of 
fundamental analysis. We generally rely on information that is publicly available. Our in-depth research 
attempts to create a mosaic view of each company through scrutiny of information in regulatory filings, 
call transcripts, employee reviews, customer reviews, and industry research. This mosaic is framed and 
focused by our background and experience. We base valuation estimates on 10-year forecasts of financial 
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performance under multiple scenarios. We invest when our analysis suggests there is a margin of safety 
between the intrinsic value and the market price of a specific company. 

Value is a function of both returns and growth, with the highest value obtained when high returns and 
high growth opportunities are combined. To understand a company's prospects for economic returns, it is 
important to understand competitive strategy, the rate of return, and how long these returns can be 
sustained. A company growing rapidly may have losses on its income statement and low free cash flow 
due to the investments required to support growth. This leads to very high multiples and many investors 
seeing these companies as overvalued.  

We invest in companies with management teams who place strong emphasis on long-term strategy, 
capital allocation, and long-term strategic investment. These companies tend to have strong balance 
sheets. We invest in innovators and disruptors, companies with sustainable and differentiated business 
models, and opportunities with long runways of growth. We seek high quality, smaller businesses as these 
companies are less researched and often overlooked by investors and brokers. We invest in companies 
domiciled in developed markets. 

We only buy companies when we believe the market price is at a significant discount to our assessment of 
intrinsic value for the enterprise, which we refer to as a margin of safety. With our focus on long-term 
intrinsic value, we can take advantage of short-term share price overreactions/noise that don’t impact the 
value of the business, but that do present opportunities for investment. Long-term investing works 
because the market mainly focuses on the short-term, making insight about the long-term more available 
and profitable.  

Agency issues are important to understand in the companies in which we invest. These issues arise due to 
the separation of ownership and management, leading management that is not well aligned with 
shareholders to make decisions that are better for themselves than for shareholders. Inside ownership is 
the best way to align management and resolve this agency issue, with studies showing that inside 
ownership leads to better company performance.  

We realize that to be successful, we must be unorthodox, looking where others aren't looking, evaluating 
companies by their cash flows and value creation instead of their earnings and share prices. All of our 
investment insights are bottom up and proprietary and are focused on long-term value drivers. We don’t 
try to predict the unpredictable such as political, regulatory, or macro-outcomes. As an outcome of our 
approach, we take no sell-side research in order to maintain total and complete independence of thought 
and to ensure that we don't follow the herd. We do all of our work on a bottom-up basis which means we 
focus on the business, not the market price, of our investments and we focus our attention on primary 
sources of information. We may interact with management, customers, suppliers, competitors, and others 
with on-the-ground insight into the operations and strategies of companies in which we research and 
invest. While we may interact with management, we will not rely on management without third party 
confirmation, and we will mainly use such encounters to further our assessment of the quality of decision 
making and alignment of management to long-term shareholders. 

We tend to focus on companies in the $1B to $10B market cap range. In this group, we strive to find 
opportunities to invest in companies who are less discovered, but which have aligned management and 
strong competitive dynamics. 
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RISK OF LOSS FACTORS 

Performance: All investments risk the loss of the amount invested. No guarantee or representation is 
made that any investment will be successful, and investment results can vary substantially over time. The 
value of a client’s portfolio and the income (if any) derived from it, can go down as well as up. 

Conflicts of Interest:  The prospect of performance compensation could lead Blue Ocean to make 
investments that are riskier than would otherwise be the case. Performance compensation is calculated on 
both realized and unrealized gains and may arise, despite the fact that the relevant gains are not realized. 

Investment Horizon: The investment strategy is long-term in nature and in the short-term investments 
can reduce in market value. Clients should only invest funds that are not required in the short-term. Our 
investment strategy should only form part of a client’s portfolio.  

Taxation: Any capital gains due to assets held for less than one year may be taxable at a higher rate. 
Frequent trading could result in lower returns due to these costs.  

Information Risk: The companies Blue Ocean identifies for investment face a wide variety of 
operational risks, including competitive threats, regulatory changes, execution challenges, and responses 
to external changes. Blue Ocean invests in securities of US companies operating internationally, as well 
as international companies on both domestic and foreign exchanges. The value of the companies in which 
Blue Ocean invests may be affected unfavourably or favourably by (i) differences between the U.S. and 
foreign securities markets, including the absence of uniform accounting, auditing and financial reporting 
standards and practices and disclosure requirements, and less government supervision and regulation; (ii) 
political, social or economic instability; (iii) differences in rights of local and foreign investors; (iv) 
accuracy and completeness of disclosures and (v) limitation on rights of access to information. 

Forecasting financial performance is an inexact process of estimation which relies on the accuracy of 
financial and industry data provided by companies and third parties. This data may contain material errors 
or omissions. Investing on the basis of fundamental research may also result in errors of judgment or 
analysis. Investment performance may suffer if Blue Ocean’s assessment of a business or its prospects is 
incorrect.  

Diversification: Blue Ocean’s investment strategy is not widely diversified. Client investment portfolios 
may be subject to more rapid changes in value than would be the case if the investment strategy were 
required to maintain a wide diversification among companies, securities and types of securities. In the 
event a relatively large position declines in value, it would have a relatively large impact on investment 
performance. Blue Ocean therefore strongly recommends that our investment strategy should only form 
part of a client’s portfolio. 

Concentration of Investments: Client portfolios typically contain between 5 and 15 positions with no 
single position being more than 15% of the total value of the client account. This is the core of the 
investment strategy and we may recommend, or the client may request, that a lower maximum size limit 
be set. Such level will be agreed by mutual consent. A portfolio may at times hold relatively few 
investments. The result of such concentration of investments is that a loss in any such position could 
materially reduce the value of the client portfolio. 

Liquidity: Blue Ocean may not be able to rely on a continuous quoted market for securities held by 
clients. It may not be possible to close illiquid positions in a timely fashion, or at all. In the event of 
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having to liquidate an unfavourable position during a period of illiquidity, this may result in substantial 
losses.   

Currency Exposure: Blue Ocean may invest in securities and financial instruments that are denominated 
in currencies other than the U.S. Dollar, the price of which is determined with reference to currencies 
other than the U.S. Dollar. Accordingly, the value of such assets may be affected favourably or 
unfavourably by fluctuations in currency rates. 

Cybersecurity Risks: The operations of Blue Ocean are dependent on technology and communication 
systems. A failure of any such system or a security breach or cyber-attack could significantly disrupt Blue 
Ocean’s operations. The service providers of Blue Ocean are subject to the same cyber-security threats.   
 
Any system failure, security breach or cyber-attack on Blue Ocean or any of their service providers, could 
cause Blue Ocean to suffer, among other things, financial loss, disruption to its business, including its 
trading capabilities and the ability to transmit payments to counterparties, increased operating costs, liability 
to third parties, regulatory intervention and reputational damage and could have a materially adverse effect 
on the SMAs. 

Market Interruptions: The activities and operations of Blue Ocean could be adversely affected by 
events over which the relevant parties have no control, such as natural disasters or public health crises. 
Since late 2019, the COVID-19 health epidemic has led to significant restrictions on travel and business 
activities globally. It is unknown how, and to what extent, Blue Ocean, custodians or the investee 
companies will be affected if such epidemic persists for an extended period of time. Blue Ocean may 
incur interruption of critical business functions and significant losses as a result such events. Such events 
may also adversely affect the financial markets and global economy in unpredictable ways. These events 
could have a material adverse impact on the performance of the Blue Ocean investment strategy. 

This Brochure does not provide a comprehensive list of every conceivable source of risk. Blue Ocean 
cannot predict every possible outcome of an investment, and it cannot disclose every potential risk factor 
for every investment to clients. Clients may suffer losses for any reason or no discernible reason.  

Item 9. Disciplinary Information  

Blue Ocean has not been subject to any disciplinary action, whether criminal, civil or administrative 
(including regulatory) in any jurisdiction. Likewise, no persons involved in the management of the firm 
have been subject to such action. 

Item 10. Other Financial Industry Activities and Affiliations  

Blue Ocean is authorised and regulated by the FCA in the UK as a Small AIFM with MiFID permissions. 
The authorisation that it holds means that the firm is permitted to provide discretionary management and 
advisory services to professional clients. It is not permitted to deal with retail clients. 

Blue Ocean maintains a record of any potential conflicts of interest, including external appointments held 
by all staff, including the management persons listed above. This list is updated when necessary and 
completeness is confirmed on an annual basis. None of the relationships notified to the firm by the 
individuals concerned create a material conflict of interest between Blue Ocean and its clients or between 
clients. 
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Item 11. Code of Ethics, Participation or Interest in Client Transactions, and Personal Trading  

Blue Ocean has in place a Code of Ethics which sets out the procedures in place governing personal 
trading. The Code of Ethics is available to clients or prospective clients upon request and includes the 
following provisions:  
 

• All personal brokerage accounts used by staff and their spouses and dependent children (“related 
persons”) must be notified to the firm. 

• Prior approval may be required before a trade can be executed. 
• Copies of trade confirmations are received by the firm. 
• Initial and annual holdings reports are submitted to the firm by all staff. These are checked back 

to the original approvals and trade confirmations where appropriate. 
• All employees must provide quarterly transaction reports and the CCO must review to ensure all 

transactions have been pre-approved and that there has been no frontrunning or violations of the 
Restricted List. 

Blue Ocean and its principal do not engage in principal transactions. Blue Ocean does not cross trade 
between client accounts.  

Blue Ocean’s principal, Mr. Holmes, invests almost all of his publicly traded equity accounts alongside 
client accounts having the same investment strategy. All orders to buy or sell securities are aggregated 
and placed concurrently with that of the principal or with the principal’s orders occurring after client 
orders when concurrent trading is not practical.  

Item 12. Brokerage Practices  

As an investment adviser and fiduciary, we require that our clients’ interests always be placed first and 
foremost. Our trading practices and procedures prohibit unfair trading practices and seek to disclose and 
avoid any actual or potential conflicts of interests or resolve such conflicts in our clients’ favour. We have 
adopted the following policies and practices to meet our fiduciary responsibilities and to ensure its trading 
practices are fair to our clients and that no client is advantaged or disadvantaged over any other. 

Aggregation and Allocation: As our advisory services relate to a single investment strategy which is 
used for all our clients, we aggregate orders across all our clients. Such orders are allocated pro-rata on 
execution to the account balance of each SMA, subject to the investment restrictions agreed with 
individual clients and any risk limits due to risk tolerance of the client. Where restrictions and limits exist, 
these will be taken into consideration in the aggregation and allocation of orders. 

Best Execution: Blue Ocean selects broker-dealers for client transactions after careful consideration of 
market access and cost. Blue Ocean generally transacts with the lowest cost provider available, taking 
into account transaction costs, financing charges, and other account fees evaluated on an overall basis. We 
recommend clients maintain accounts at a broker-dealer that offers the best available combination of 
access to markets, including international markets, and low cost. Blue Ocean also considers the ease with 
which its strategy can be implemented on the broker-dealer’s trading platform.  

As of the date of this Brochure, the Company holds all client accounts at Interactive Brokers LLC, an 
unaffiliated third-party broker-dealer and custodian. Blue Ocean believes Interactive Brokers currently 
offers low trading commissions and financing costs along with access to international exchanges. Blue 
Ocean engages in periodic reviews of commission rates and offerings of other platforms and may update 
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its recommendation should more competitive alternatives become available. Blue Ocean’s direction of 
client transactions to Interactive Brokers is subject to Interactive Brokers continuing to provide best 
execution and lowest costs on an overall basis.  

Principal Trading: Our policy and practice are to not engage in any principal transactions. 

Soft Dollars: Blue Ocean does not participate in soft dollar arrangements. The Company does not utilise 
client brokerage (trading commissions) to compensate broker-dealers or any other service provider for 
research or any other services.  

Trade Errors: As a fiduciary, we have the responsibility to effect orders correctly, promptly and in the 
best interests of our client. In the event any error occurs in the handling of any client transactions, due to 
our actions, or inaction, or actions of others, our policy is to assess each trade error on a case-by-case 
basis. 

Item 13. Review of Accounts  

We diligently monitor accounts daily in line with the investment strategy and mutually agreed client-
specific investment restrictions. Portfolio compliance matters are discussed at portfolio and trading 
review meetings. Such reviews include transactions, positions and cash balances on a daily basis. We are 
available for client meetings. These can be arranged at a mutually convenient time by emailing 
clientrelations@blueoip.com. 

The custodian provides written account statements and sources of performance to clients each calendar 
quarter. Clients can also obtain account statements and transaction confirmations from the custodian at 
any time.  

Item 14. Client Referrals and Other Compensation  

Blue Ocean does not receive economic benefits from non-clients for providing its services to clients. To 
date, Blue Ocean has not compensated for client referrals. If the firm were to do so, such compensation 
would be made from Blue Ocean’s own resources.  

Item 15. Custody  

Securities in SMAs are held in custody by unaffiliated qualified custodians, such as broker/dealers or 
banks. Clients receive at least quarterly statements from the broker-dealer, bank or other qualified 
custodian that holds and maintains the client’s investment assets. Blue Ocean urges clients to carefully 
review such statements and compare such official custodial records to the account statements that we may 
provide to you. Blue Ocean performance statements can vary from custodial statements based on 
accounting procedures, client account opening dates, or currency of the SMA. Blue Ocean can initiate 
withdrawals from client accounts. One such withdrawal is for the payment of our fees. The only other 
withdrawal we can initiate are to your nominated bank accounts in your name. 

Item 16. Investment Discretion  

We have discretionary authority to determine, without obtaining specific consent, the securities and 
financial instruments to be bought or sold, the number of securities or financial instruments to be bought 
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or sold, the broker-dealers to be used and the commission rates to be paid. Any limitations on authority 
are included in the IMA or new account forms of the custodian, as applicable.   

All accounts are managed using the investment strategy described in “Item 8. Methods of Analysis, 
Investment Strategies and Risk of Loss.” As part of accepting a new client, we assess the risk appetite and 
investment objectives of each client. Depending on these assessments, we will agree with each client 
appropriate risk-based restrictions. Clients are able at any time, subject to mutual agreement, to request 
further amendment to these investment restrictions. Clients should email clientrelations@blueoip.com in 
the first instance with such a request and a Blue Ocean team member will then discuss with the client the 
requested amendment. At least once a year, Blue Ocean will contact all clients to complete a 
questionnaire which seeks to establish whether there are any material changes to risk appetite, investment 
objectives, or financial condition among other things. This is a prelude to a meeting with each client to 
review the mandate and any investment restrictions. 

We strive to manage all accounts within our overall investment strategy as closely as possible while 
adhering to client investment restrictions/risk limits/requirements. Thus, while we discourage restrictions 
or tailoring our investment strategy to any one client, we permit reasonable restrictions as mutually agreed 
with you. Additionally, clients can limit investments to satisfy ERISA requirements, employer trading 
restrictions, or other compliance obligations.  

Item 17. Voting Client Securities  

Blue Ocean does not engage with investee companies and therefore does not vote proxies. Therefore, 
clients shall maintain all voting authority over all invested securities held in the SMA.  

Item 18. Financial Information  

Blue Ocean does not charge or solicit prepayment of fees. We have never filed for bankruptcy and do not 
have any financial condition that is reasonably likely to impair our ability to meet contractual 
commitments to clients.  


