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Fund Details  

Daily dealing UCITS and Irish Central Bank regulated open-ended investment company with Financial Conduct 
Authority recognition, registered in Ireland and listed on the Irish Stock Exchange. The Fund size was GBP 382m as at 31st 

May. Total assets under management by Ennismore Fund Management were GBP 630m. Our funds are hard closed to 
new investment with the number of shares in issue capped and we have a waiting list of clients that want to invest as and 
when capacity becomes available through redemptions. If you would like to be included on this please call Eleanor Scott 
on +44 (0) 20 7368 4219 or email subs@ennismorefunds.com. Redemptions can be made through the Administrator in the 
usual way. 
The Fund is managed as an absolute return fund with the objective of generating positive returns irrespective of market 
conditions rather than performing relative to any benchmark index. Index data is provided in the following table as a 
guide to general equity market conditions.  
 

Performance as at 31 May 2017 
MSCI Index 4

GBP A £ GBP A € GBP B EUR A EUR B GBP EUR (local)

NAV per Share 1 122.59 140.74 20.71 20.21 20.27

Period

May 17 2.2 -1.2 2.2 -0.6 -0.6 5.5 1.9 2.6

April 17 1.0 2.7 1.0 2.4 2.4 3.1 4.5 1.5

March 17 0.9 0.7 0.9 0.8 0.7 2.3 2.5 3.5

February 17 -0.2 0.4 -0.2 0.3 0.3 2.5 3.0 2.8

January 17 1.2 0.6 1.2 0.7 0.7 1.8 1.4 -0.3

December 16 1.9 1.4 2.0 1.6 1.5 6.0 5.2 5.8

2017 to date 5.2 3.1 5.2 3.5 3.5 16.2 13.9 10.4

Annualised return 5 14.8 13.4 12.1 11.8 11.8 10.4 9.1 4.4

Since launch 5 1149.0 899.4 107.1 102.1 102.7 517.1 391.6 119.5

To 31 May 17 14.6 0.6 14.6 3.2 3.2 34.5 18.4 20.5

To 31 May 16 14.7 7.7 14.7 9.0 9.0 4.5 -2.1 -8.7

To 31 May 15 2.3 15.8 2.3 13.2 13.1 5.1 19.0 11.5

To 31 May 14 18.1 24.1 18.2 23.2 23.1 22.0 28.2 15.2

To 31 May 13 21.4 14.1 21.3 15.5 15.4 40.9 32.2 31.7
1S ourc e : Adminis tra tor, Ne t Asse t Va lue . 2S ourc e : Adminis tra tor, Ne t Asse t Va lue , ne t inc ome  re inve s te d. 3S ourc e : Bloombe rg, Euromone y (forme rly HSBC) S ma ller Europe a n Tota l Re turn Inde x. 4S ourc e : 

Bloombe rg , MS CI Europe  Inde x, loc a l c urre nc ie s, tota l re turn. 5S inc e  inc e ption of GBP  A sha re  c la ss on 27/01/99 to da te  , GBP  B sha re  c la ss  on 19/01/11 to da te , EUR A a nd EUR B sha re  c la sse s on 
31/01/11 to da te . Note : All pe rforma nc e  figure s ne t of fe e s. P a s t p e rfo rma n c e  is  n o t a  g u id e  to  fu tu re  re tu rn s .

Share Class 2 HSBC Index 3

% Change % Change

Discrete 12 Month Rolling Performance - % Change

 

Comments below on performance refer to GBP NAV per share unless otherwise stated, exclude cash returns and are prior to expenses.  
 

The Fund’s NAV increased by 2.2% in May. Our long book contributed 4.6% while the Fund’s short exposure cost 2.1%. 
Cegedim contributed 0.4% to NAV following a strong Q1 update in April. Henry Boot also added 0.4% after its trading 
update announced 2017 results would be ahead of expectations. Our short position in a German software company cost 
0.5% of NAV.  
 

KSB – German manufacturer of pumps and valves (1.9% of NAV)                           
KSB was founded in 1871 and is a leading producer of pumps and valves which it sells through a well-established global 
sales and service network. The company has strong positions in the energy, industrial and water sectors and with 
revenues of EUR 2.2bn, is a top five global player in a fragmented market. The current operating environment however is 
tough as KSB faces a slump in the oil & gas industry and the “Energiewende” - Germany’s nuclear exit. In response to this 
the company launched its largest restructuring program in its history in 2016, aiming to save costs of EUR 200m annually 
by 2019. We are confident this will deliver value – the 2016 results and our discussions with management demonstrate the 
company is making progress. KSB has a complex shareholding structure with around 40% of the equity and more than 
80% of the voting shares held by the founding family which has meant it is overlooked by the market. Even so, we were 
astonished to find a business that traded on a 20% discount to a conservative book value when we invested in early 2017. 
The price is the major attraction in this unexciting but high quality business and we think the potential for operating profit 
to double by 2019 means further upside is warranted.  
KSB is a high quality business. There is limited competition from Asian players in their core business and barriers to entry 
are high, particularly in the energy segment where given the critical role pumps play in conventional and nuclear power 
plants, customers are typically unwilling to make compromises on product quality or reliability. Customer concentration 
is low and KSB is not dependent on any single customer. New business in conventional and nuclear power plants is 
limited to emerging markets, but globally we think the long term outlook for the water and industry segment remains 
strong. 
2016 was a very difficult year for KSB with revenues down 7.2% to EUR 2,166m and operating profit down 16.2% to EUR 
88.2m. Despite overcapacity within the industry resulting in a highly competitive backdrop KSB actually increased its 
underlying operating profit thanks to the initial benefits of the cost savings program. After adjusting for EUR 50m 
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restructuring costs, operating profit increased and margins reached 6.3%. Peers have historic margins averaging well 
above KSB’s target of 8%, a goal which we believe is not overly ambitious. Last time the company initiated a cost cutting 
program operating margins increased from below 4% in 2004 to 10.5% in 2008, so we are optimistic for improvements 
from current levels. Structurally KSB will always have lower margins compared to peers given the ownership structure 
and the involvement of the founding family as customer satisfaction is prioritised over efficient capital allocation. 
However, this results in a strong reputation amongst customers and commitment to invest for the longer term. This is 
evident in Brazil where despite business with their largest client becoming negligible and competitors exiting the market, 
KSB has remained and kept key personnel – even though it means senior managers are driving forklift trucks for the time 
being.  
KSB currently has a market capitalisation of around EUR 770m with net cash of EUR 260m and pension liabilities of EUR 
590m. The balance sheet is conservative and reveals some reserves in real estate and its holding in the listed Indian 
subsidiary which we cautiously estimate are worth around EUR 150m. Enterprise value fully accounting for the pension 
liabilities is just eight times last year’s operating results adjusted for restructuring costs. The dividend yield is 1.4% 
currently but is set to potentially double in line with operating profits as this is the sole income source for the family 
foundation. Although the proposed change of the legal structure to a KGaA (Kommanditgesellschaft auf Aktien) at this 
year’s annual general meeting is somewhat negative from a corporate governance perspective, we think at ten times this 
year’s underlying operating profit – which we estimate will be more than EUR 150m – is a sensible valuation considering 
the shareholder structure. Therefore we see upside of around 25% for the next twelve months and substantially more if 
the company can achieve its 8% margin target going forward, generating profits of EUR 200m. 

 

Top Five Holdings as at 31 May 2017 
  Company   Country   Sector % of NAV

1   Jd Sports   United Kingdom   Consumer Discretionary 6.0

2   Vib Vermoegen   Germany   Real Estate 3.9
3   Conviviality   United Kingdom   Consumer Staples 3.5

4   Oslo Bors   Norway   Financials 3.1

5   Cello Group   United Kingdom   Consumer Discretionary 2.8

19.3
 

 

Exposures as at 31 May 2017 
Longs % Shorts % Gross Exposure % Net Exposure %
83.7 (84.6) 46.4 (46.3) 130.1 (130.9) 37.3 (38.3)

 
Figures in brackets refer to previous month end. 
 

Exposures by Country, Market Cap & Sector as % NAV and Positions as at 31 May 2017 
Country   Gross%       Net% Market Cap  Gross%    Net% Se ctor  Gross%    Net%

Australia 1.3 0.7 >£2bn 36.2 0.8 Consumer Discretionary 35.9 17.3

Austria 2.8 0.7 £700m - £2bn 29.2 0.3 Consumer Staples 11.0 -2.4

Belgium 1.7 -0.1 £200m - £700m 48.2 20.7 Energy 0.2 -0.2

Canada 1.3 0.5 <£200m 16.5 15.5 Financials 6.8 1.7

France 6.5 6.4 Health Care 6.2 3.3

Germany 30.5 8.9 Positions May Apr Industrials 19.8 7.5

Italy 3.7 3.0 Long 93 94 Information Technology 25.8 0.2

Netherlands 3.8 -2.7 Short 82 81 Materials 5.1 3.7

Norway 6.0 6.0 Longs Opened 4 2 Real Estate 11.8 7.3

Spain 1.9 -1.9 Longs Closed 5 1 Telecommunication 6.6 -0.2

Sweden 1.3 -0.4 Shorts Opened 6 8 Utilities 0.9 -0.9

Switzerland 5.8 -5.3 Shorts Closed 5 5 Other 0.0 0.0

UK 51.8 24.2

US 9.5 -3.6

Other 2.2 0.9  
Geographic analysis relates to country of incorporation or listing. This may not represent the underlying economic exposure of the operating business.  
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Risk Warning 

 
This document is issued by Ennismore Fund Management Limited (“Ennismore”, “the Company”) which is authorised and regulated 

by the Financial Conduct Authority.  

 

This document is for information purposes only and is not an offer to sell or an invitation to buy shares in Ennismore European 
Smaller Companies Fund. In particular, it does not constitute an offer or solicitation in any jurisdiction where it is unlawful or where 
the recipient may not lawfully receive any such offer or solicitation. It is the responsibility of any person in possession of this 
document to inform themselves of, and to observe, all applicable laws and regulations of relevant jurisdictions. 
Content in this document is provided for information only and is not intended for trading purposes. Any information and opinion in 
this document is subject to change by the Company without prior written notice. Content in this document is not an invitation or 
inducement to engage in any investment activity and is not appropriate for the purposes of making a decision to carry out a transaction 
or trade in any of the companies mentioned in this document. Nor does it provide any form of advice amounting to investment advice, 
or make any recommendations regarding particular financial instruments or investment products. Use of this document is no substitute 
for obtaining proper investment advice from an authorised investment professional. 
We hereby disclose that we currently hold positions in the companies discussed in this report and we are thus subject to conflicts of 
interest in respect of these companies. The analysis presented on these companies has not been prepared in accordance with legal 
requirements regarding the independence of investment research and as such is considered non-independent research, as defined by 
COBS 12.3.2R of the FCA Handbook, and as a marketing communication. 
Although the Company considers the content of this document to be accurate at the time it was written, we do not guarantee the 
accuracy of the information presented or of our opinions. The factual information contained in this document may become inaccurate 
as a result of the passage of time and should therefore be read for historical information only. Future expectations are the opinion of 
the Company at the time of writing and are subject to change without notice, and the Company does not undertake to provide 
information concerning changes to its opinions and expectations in any way. All forecasts are subject to risks and uncertainties that 
may cause actual results to differ materially from those which were expected. 

 
 

Additional Information for Recipients in Switzerland 
 
The Fund has not been approved for distribution in or from Switzerland by the Swiss Financial Market Supervisory Authority. As a 
result, the Fund’s shares may only be offered or distributed to qualified investors within the meaning of Swiss law. The Representative 
of the Fund in Switzerland is Bastions Partners Office SA with registered office at Route de Chêne 61A, 1208 Geneva, Switzerland. 
The Paying Agent in Switzerland is Banque Heritage, with registered office at Route de Chêne 61, 1208 Geneva, Switzerland. The 
place of performance and jurisdiction for Shares of the Fund distributed in or from Switzerland are at the registered office of the 
Representative. 
 


