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Fund Details  

Daily dealing UCITS and Irish Central Bank regulated open-ended investment company with Financial Conduct 
Authority recognition and registered in Ireland. The Fund size was GBP 385m as at 30th November. Total assets under 
management by Ennismore Fund Management were GBP 632m. 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 30 November 2017 
MSCI Index4

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

NAV per Share1 124.49 141.33 21.03 20.33 20.40

Period

November 17 0.4 -0.1 0.3 0.0 0.0 -1.7 -2.1 -1.7

October 17 -1.2 -0.8 -1.2 -0.9 -0.8 1.0 1.6 2.1

September 17 -1.2 3.4 -1.3 2.6 2.5 -0.2 4.3 2.7

August 17 1.5 -1.6 1.5 -1.0 -1.0 2.1 -0.8 0.1

July 17 2.7 0.9 2.7 1.2 1.2 2.8 0.7 0.6

June 17 -0.6 -1.4 -0.5 -1.2 -1.2 -1.8 -2.4 -2.3

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

2017 to date 6.8 3.5 6.8 4.1 4.1 18.7 15.2 12.0

Annualised return5 14.4 13.0 11.4 10.9 11.0 10.3 8.9 4.3

Since launch5 1168.4 903.6 110.3 103.3 104.0 530.4 397.4 122.7

To 30 November 17 8.9 5.0 8.9 5.7 5.7 25.9 21.3 18.5

To 30 November 16 16.6 -3.7 16.5 -0.2 -0.2 15.7 -4.2 -2.5

To 30 November 15 5.5 19.7 5.5 16.9 16.9 10.6 25.4 6.8

To 30 November 14 9.0 13.8 9.1 13.0 13.0 1.3 5.6 7.9

To 30 November 13 24.7 21.7 24.6 22.5 22.4 39.3 36.0 22.0
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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 0.4% in November. Our long book was flat while the Fund’s short exposure contributed 
0.7%. Both Servelec and IGE+XAO added 0.4% after receiving takeover offers from a private equity firm and Schneider 
Electric respectively. JD Sports detracted 0.4% despite no company news, and our short position in a UK semiconductor 
company cost 0.7%. 
 

DEFAMA Deutsche Fachmarkt AG – German real estate company (0.4% of NAV) 
DEFAMA is a real estate company which invests in retail assets in rural areas across Germany. Since 2014, founder and 
major shareholder Matthias Schrade has built up a high-quality portfolio. The focus is on acquiring retail parks in smaller 
cities valued between EUR 1m and 5m. The company uses inexpensive debt to finance high yielding assets and a cost 
conscious operating approach results in very attractive funds from operations (FFO). The company is at an early stage 
and given its market capitalisation of EUR 38m it is a smaller position in the Fund. We have high confidence in it however 
and own 5% of the equity. We think the combination of a business operating in a niche where it can exploit an inefficient 
market, coupled with entrepreneurial management is a highly attractive proposition.  
DEFAMA is based in Berlin, but don’t think fancy offices – it operates from a basement in the founder’s home on the 
outskirts of the city. The management team is hands on and knows every asset inside out, conducting extensive due 
diligence on prospective purchases. To fit its criteria, retail parks must be well established, ideally with no competition in 
close proximity, have at least two strong anchor tenants, low vacancies and limited investment needs. For this, the 
company will pay no more than nine times annual net rental income. Management is extremely disciplined and would 
rather forego a deal than compromise on this. Geographically it focuses on smaller cities across North and East Germany 
that play a key role within the local area rather than prestigious cities where assets command much higher prices. The 22 
assets acquired so far generate annual net rental income of circa EUR 6.3m and given the lean operating cost base this 
results in FFO of EUR 3.2m. Whilst a weighted average lease term (WALT) of 3.9 years may appear low, our assessment 
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of the assets confirms it is not an indication of low quality. We revert to the popular saying in property investment: 
Location, Location, Location! An upcoming lease expiry is only a concern if the property is no longer attractive to the 
tenant. For properties in good locations with no alternatives there is little risk of tenants leaving. The consistently low 
vacancy rate of 3%, combined with a clear bias towards value retailers, grocery and local service providers, where the 
threat from online is lower, is also supportive for demand. For DEFAMA the lower WALT is primarily because most 
assets are over 10 years old, and typical German leases are structured with an initial 10-year fixed term followed by 
options to extend for 5 year periods. We are also encouraged by the willingness of local banks who know the properties 
and market conditions well to finance assets at an average interest cost of just 2.5%. The current loan to value (LTV) is 
around 65% and strong cash generation would see this fall over time, but whilst attractive investment opportunities 
remain, we expect LTV to remain stable. Debt is fixed and long term – average duration is over 8 years - and structured as 
annuity loans. As we know from our investment in VIB Vermögen the beauty of this is that there is no refinancing risk 
and this provides a tailwind to the development of net asset value. It is no coincidence that one of the former management 
board members of VIB, Peter Schropp, is chairman of the supervisory board.  
When we first met Mathias Schrade, the company was almost un-investable given its market capitalisation of EUR 20m, 
but we were impressed and initiated a small position. A recent placement of management shares allowed us to 
substantially increase our stake. Given management still owns 42% of the equity, we were not concerned by its decision to 
sell. By the end of 2017 the company will have EUR 4m cash available for further investments and we expect to see the 
acquisition of circa EUR 20m of assets over the next 18 months. This would result in a FFO yield of more than 10%, 
enabling the company to pay an attractive dividend of around 5%. Including dividends, we think there is 50% upside for 
the next 18 months based on a prospective FFO yield of 7.5%. Longer term, our base case sees DEFAMA growing rental 
income by around EUR 2m to 3m per annum, funded from cash flows or proceeds from recycling assets, enabling FFO to 
double by 2020. Given the significant opportunity for DEFAMA to grow, we are very happy to be investors for the long 
term. 
 

Top Five Long Holdings as at 30 November 2017 
  Company   Country   Sector % of NAV

1   Jd Sports   United Kingdom   Consumer Discretionary 5.3

2   Kongsberg Auto   Norway   Consumer Discretionary 3.3

3   Costain   United Kingdom   Industrials 3.2

4   Cegedim   France   Health Care 3.2

5   Renk   Germany   Consumer Discretionary 2.8

17.8
 

 

Exposures as at 30 November 2017 
Longs % Shorts % Gross Exposure % Net Exposure %

76.2 (75.1) 51.6 (52.9) 127.8 (128.0) 24.6 (22.2)
 

Figures in brackets refer to previous month end. 
 

Exposures by Country, Market Cap & Sector as % NAV and Positions as at 30 November 2017 
Country   Gross%       Net% Market Cap  Gross%    Net% Sector  Gross%    Net%

Australia 1.5 0.6 >£2bn 37.3 -2.3 Consumer Discretionary 39.0 13.4

Austria 3.7 -0.6 £700m - £2bn 33.6 -4.9 Consumer Staples 10.4 -3.6

Belgium 1.1 -0.3 £200m - £700m 36.7 17.4 Energy 0.6 -0.6

France 8.1 6.2 <£200m 20.2 14.4 Financials 7.0 1.7

Germany 31.2 7.1 Health Care 5.6 3.7

Hong Kong 1.7 -1.7 Positions Nov Oct Industrials 19.5 5.7

Italy 4.1 3.8 Long 87 89 Information Technology 30.4 -3.1

Netherlands 4.0 -1.7 Short 75 79 Materials 4.1 3.2

Norway 7.0 7.0 Longs Opened 1 4 Real Estate 7.8 3.3

Spain 2.0 -2.0 Longs Closed 3 0 Telecommunication 3.2 1.1

Sweden 2.0 0.4 Shorts Opened 3 9 Utilities 0.2 -0.2

Switzerland 5.4 -5.4 Shorts Closed 7 11 Other 0.0 0.0

UK 44.9 12.1

US 9.5 -1.1

Other 1.6 0.2  
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. 
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