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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 406m as at 29th March. Total assets under 
management by Ennismore Fund Management were GBP 835m. Our smaller companies 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 29 March 2019 
MSCI Index4

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

NAV per Share1 136.42 158.31 23.05 22.67 22.75

Period

March 19 1.5 0.8 1.5 0.9 1.0 1.0 0.7 2.0

February 19 -0.2 1.7 -0.2 1.3 1.3 1.3 3.1 3.6

January 19 1.4 4.3 1.4 3.8 3.7 5.6 8.7 5.6

December 18 0.2 -1.0 0.2 -0.7 -0.7 -5.3 -6.4 -5.3

November 18 2.3 2.2 2.3 2.2 2.3 -2.3 -2.5 -0.9

October 18 -1.0 -0.6 -1.0 -0.7 -0.7 -7.5 -7.0 -5.4

2019 to date 2.7 7.0 2.7 6.1 6.1 8.1 12.9 11.6

Annualised return5 13.9 12.7 10.7 10.5 10.6 9.4 8.2 4.1

Since launch5 1290.0 1024.1 130.5 126.7 127.5 509.3 391.7 124.3

To 31 March 19 9.8 11.8 9.9 11.1 11.1 -2.3 -0.1 4.3

To 31 March 18 4.6 2.1 4.6 2.8 2.8 9.9 6.6 2.0

To 31 March 17 10.0 2.0 10.0 3.5 3.5 26.0 16.8 19.6

To 31 March 16 20.8 10.2 20.8 11.3 11.3 6.6 -2.6 -10.6

To 31 March 15 -2.1 11.9 -2.0 10.0 10.0 0.7 15.1 14.7
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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 1.5% in March. Our long and short books contributed 0.5% and 1.4% respectively.  The 
biggest contributor was our long position in JD Sports, which added 0.6%. IFG Group and Inmarsat, which were both 
subject to takeover offers, added 0.5% and 0.4% respectively. On the short side, IQE was the biggest contributor, adding 
0.5% as the company announced weaker guidance for 2019. In addition, a short position in a UK healthcare company 
added 0.4%. 
The biggest detractors were our long positions in Costain Group and Just Group which both cost 0.4%, the latter of which 
announced an equity placing. 
 

RENK AG – German industrial components manufacturer (2.3% NAV) 
RENK is a global manufacturer of gear units, bearings and transmissions, selling into a wide range of end industries 
including shipbuilding, defence, aviation, rail and power generation. We wrote about the company approximately four 
years ago and think it is an ideal time to give an update post the positive results for 2018 and recent strategic changes in 
the majority shareholders.  
As of now, RENK continues to be an overlooked European small-cap that is highly regarded within its industry and 
entirely neglected within ours due to the absence of any sell-side coverage. Admittedly, the challenges stemming from the 
shift to renewable energy have had a greater impact than we expected during our initial investment. Despite these 
headwinds however, RENK has been able to successfully keep profits broadly stable which we see as testament to the 
company’s quality.  
In our view, there are several factors that serve as good examples with which to demonstrate the high quality of the 
business. Firstly, RENK is a very innovative company that rigorously protects its proprietary intellectual property; we 
experienced this first hand, when we were asked to cover the cameras on our mobile devices during a site visit. The 
internal knowledge and safeguarding thereof, serves as an economic moat and are key to explaining the recurring double-
digit operating margins and high returns on invested capital, which are currently around 20% post-tax. In addition to 
robust and consistent margins, the company benefits from strong market presence, exceeding a 60% share in certain 
product areas. Lastly, RENK has a very compelling corporate culture, reflected in its high staff retention with an average 
length of service of 16 years. RENK’s business quality has led to an extremely solid balance sheet with no intangibles, 
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minor financial debt with net cash of EUR 186m and a tangibles book value covering 70% of the current market 
capitalisation. 
At the most recent results, revenues increased 7% to EUR 502m and operating profit was stable at EUR 60m. Order intake 
increased significantly by 21.8% to EUR 529m. The results differed by segment: Vehicle Transmissions performed 
strongly, generating circa 35% of total revenues and more than half of the operating profit, whereas Special Gears 
disappointed with a slight increase in revenues to EUR 171m and a decrease in operating profit to EUR 5m. For 2019, 
RENK is guiding for further growth in orders, revenues above EUR 500m and a stable operating profit. We would expect 
the outcome to be in line with their indications. 
As mentioned above, we should also consider the implications of the recent changes to the majority shareholder of the 
company. RENK had belonged to the German industrial giant MAN SE, an 87% owned subsidiary of Volkswagen AG, for 
95 years until it was sold at the end of 2018 to another Volkswagen AG wholly owned subsidiary, Volkswagen Klassik 
GmbH. Even though there were no apparent synergies between MAN and RENK, the emotional ties forged over a 95-
year relationship appeared strong, unlike perhaps at Volkswagen AG. Volkswagen AG has clearly demonstrated to the 
market it is looking to release capital through the albeit postponed IPO of its wholly owned truck business, Traton. The 
disposal of RENK of which it owns 76%, would also fit naturally within this rationalisation strategy. As Volkswagen aims 
at refocusing its core business we don’t see it as the optimal owner for RENK and don’t expect that it will remain so in the 
long term. Although it is not the core part of our investment thesis, if the business was disposed of in a corporate 
transaction, the valuation paid for this asset could be materially higher than those used in our base assumptions. 
Based on the current market capitalisation of EUR 665m, its net cash position and owning 3% treasury shares, RENK’s 
enterprise value is valued at less than 11 times operating profit after tax. They also generate a modest, but sustainable, 
dividend yield of more than 2%. We believe the current valuation is too cheap for a high-quality business that has 
constantly returned double digit margins throughout the cycle and healthy returns on invested capital. Valuing the 
company on a modest 15 times net operating profit after tax would give an upside of circa 30% by the end of 2019. 

 

Top Five Long Holdings as at 29 March 2019 
  Company   Country   Sector % of NAV

1   Jd Sports   United Kingdom   Consumer Discretionary 7.7

2   METRO   Germany   Consumer Staples 4.7

3   Costain   United Kingdom   Industrials 3.8

4   Oslo Bors   Norway   Financials 3.4

5   Sto   Germany   Materials 2.7

22.3
 

 

Exposures as at 29 March 2019 
Longs % Shorts % Gross Exposure % Net Exposure %

80.5 (82.5) 45.6 (48.8) 126.1 (131.3) 34.9 (33.7)

Figures in brackets refer to previous month end. 
 

Exposures by Country, Market Cap & Sector as % NAV and Positions as at 29 March 2019 
Country   Gross%       Net% Market Cap  Gross%    Net% Sector  Gross%    Net%

Austria 2.2 0.5 >£2bn 43.3 6.2 Consumer Discretionary 36.8 9.9

Belgium 1.0 1.0 £700m - £2bn 11.8 -5.0 Consumer Staples 7.3 4.8

France 6.1 1.7 £200m - £700m 54.0 20.6 Energy 0.6 0.4

Germany 28.3 9.0 <£200m 17.0 13.1 Financials 12.3 10.7

Hong Kong 1.8 -1.8 Health Care 6.9 -0.8

Ireland 1.6 1.4 Positions Mar Feb Industrials 18.9 8.9

Italy 4.6 2.3 Long 80 82 Information Technology 28.5 -6.3

Luxembourg 0.8 0.8 Short 86 83 Materials 4.0 2.9

Netherlands 3.1 1.0 Longs Opened 0 0 Real Estate 7.4 1.9

Norway 7.3 6.0 Longs Closed 2 1 Telecommunication 3.4 2.5

Sweden 3.1 -0.8 Shorts Opened 6 3 Utilities 0.0 0.0

Switzerland 3.9 -3.9 Shorts Closed 3 2 Other 0.0 0.0

UK 52.7 22.1

US 7.5 -3.1

Other 2.1 -1.3  
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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