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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 337m as at 31st March. Total assets under management by 
Ennismore Fund Management were GBP 551m. The fund continues to limit capacity by capping the maximum number of 
units in issue, there is currently a small amount of capacity available due to the natural rate of investor turnover. If you 
would like to invest when capacity is available through redemptions, please contact Adam Sullivan on +44 (0) 20 7368 4224 
or email subs@ennismorefunds.com. 
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 

Performance as at 31 March 2022  

GBP A £ GBP A € GBP B EUR A EUR B

NAV per Share1 154.55 182.89 26.12 26.05 26.17

Period

March 22 0.2 -0.8 0.2 -0.8 -0.8

February 22 -2.6 -2.7 -2.5 -2.6 -2.6

January 22 1.1 1.6 1.1 1.5 1.5

December 21 1.5 2.9 1.5 2.6 2.7

November 21 1.8 1.0 1.8 1.2 1.2

October 21 -1.8 0.0 -1.8 -0.4 -0.4

2022 to date -1.3 -1.9 -1.3 -1.9 -1.9

Annualised return3 12.6 11.7 9.0 9.0 9.0

Since launch3 1474.7 1198.7 161.2 160.5 161.7

To 31 March 22 13.3 14.3 13.4 14.1 14.1

To 31 March 21 7.3 11.5 7.3 11.5 11.5

To 31 March 20 -6.9 -9.3 -6.9 -9.7 -9.6

To 31 March 19 9.8 11.8 9.9 11.1 11.1

To 31 March 18 4.6 2.1 4.6 2.8 2.8
1
S ourc e : Adminis tra tor, Ne t Asse t Va lue . 

2
S ourc e : Adminis tra tor, Ne t Asse t Va lue , ne t inc ome  re inve s te d. 

3
S 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 Class2

% 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 0.2% in March. Our long book contributed 0.8% while the Fund’s short exposure cost 0.4%.  

Top 5 Contributors and Detractors for March 2022 

Contributors MTD (bp)  Detractors MTD (bp) 

Mobilezone Holding AG 46  UP Global Sourcing Holdings Plc -77 

Cegedim SA 45  US media company -29 
Coats Group Plc 27  UK retailer -28 

BioNTech SE 20  UK online retailer -27 
Norwegian energy machinery supplier 20  UK online retailer -26 

Individual stock attributions relate to GBP A shares and are gross of fees and expenses (including financing/stock borrowing costs).  

Costain Group Plc – UK engineering and construction company (2.1% NAV) 
We have written twice on Costain previously. However, as the saying goes, ‘If at first you don’t succeed, try, try, again’. On a 
more serious note, we are more convinced than ever that the share price is completely mispriced with a potential upside of 
more than 300% over the medium term. Costain seems to be truly in the doghouse when it comes to the stock market.  
However, we think the huge changes that have been made, in the background, by the new senior management team over the 
last 18 months to improve the business’s operational fundamentals and to significantly de-risk the company, are being 
ignored. 
 
Since we last wrote about Costain, in the July 2019 newsletter, a lot has happened. Costain had to take sizeable provisions on 
two major contracts in 2020 which ended up totalling GBP 128m and was forced to raise GBP 80m of equity at GBp 60 per 
share due to the impact on the company’s capital. This has all led to the share price falling circa 75%. We overestimated the 
quality of Costain’s internal controls and reporting at that time. Moreover, contractual terms were shown periodically to 
have made Costain responsible for some uncontrollable risks. It also appears that too many contracts were bid for based on 
having to beat their cost estimates to make them economic. This increased the risk of future provisions substantially. These 
legacy problems have been very painful, but we now feel that they have been substantially worked through within the order 
backlog of GBP 3.4bn. 
 



 For further information please contact: Adam Sullivan, Ennismore Fund Management  +44 (0) 20 7368 4224 subs@ennismorefunds.com  

 For dealing please contact: Northern Trust International Fund Administration 

Services (Ireland) Ltd 

+353 (0) 1 434 5103 Ennismore_TA_Queries@ntrs.com  

 

Warning: This newsletter is issued by Ennismore Fund Management Limited, authorised and regulated by the Financial Conduct Authority. Past performance is not necessarily a guide to future performance. The 

value of shares can go down as well as up and is not guaranteed. Changes in rates of exchange may also cause the value of shares to fluctuate. Any reference to individual investments within this newsletter 

should not be taken as a recommendation to buy or sell. This newsletter should be read in conjunction with the full text and definitions section of the Prospectus dated 20 December 2018 and Supplement thereto. 

The Prospectus, Supplement and Key Investor Information documents are available in English at www.ennismorefunds.com 

 

Ennismore Fund Management Limited, Kensington Cloisters, 5 Kensington Church Street, London, W8 4LD 
Registered in England and Wales No. 3598371 Authorised and regulated by the Financial Conduct Authority 

A new CFO, Helen Willis, has been in place now for over a year and she, alongside CEO Alex Vaughan, is making some long 
overdue changes to the risk culture and internal reporting of the business. These changes, we believe, have put the business 
on a much surer footing, and more in line with how it was presented in the past - a low-risk construction entity plus a higher 
margin revenue stream. This should generate a 5-6% margin over the next 3-5 years. The changes included i) ensuring that 
contracts are written so that Costain is legally protected from uncontrollable risks, ii) internal reporting which puts a much 
larger focus on downside risks for project bidding and execution, alongside cash generation, and iii) biddings at a 3-5% 
margin, assuming no gain on cost estimates. This year the company plans to strengthen these changes by investing in digital 
processes, which we’d expect will give a long-term payback to the group in terms of efficiency and further strengthening 
controls. 
 
Excluding the one-offs related to provisions mentioned earlier, operating profits have now been rebased to GBP 30m for 2021 
on a revenue base of GBP 1.2bn. With the combined beneficial timing of framework spend and the implementation of the 
changes made by management, profits are expected to grow by 20% in 2022. Costain remains very much focussed on 
infrastructure and regulated sectors, especially in Transportation i.e. mainly road and rail (73% of 2021 revenue) with the 
remainder in Natural Resources i.e. Water, Energy, and Defence. They have a strong bias to open book framework contracts, 
which should theoretically lead to stable margins overall. To get to the 5-6% medium term operating margin target, the 
management assumes 3-5% in the construction business plus margins of over 5% in consultancy and digital services work, 
which may be bundled into project work. We think these targets are very attainable, although, for higher value-added type 
work, we would expect Costain to achieve high single-digit margins, as a minimum. It’s hard to calculate how much of 
Costain’s current revenue is in this higher margin stream due to the bundling mentioned, however, at least 10% of revenue 
in 2021 was in pure consultancy, to give some context. 
 
Clearly a major risk currently is inflation. The management is mindful of this with most contracts having inflation protection, 
and any risk from this is included in their regular provisioning policy. Costain often has the ability to change the raw 
material aspects of a contract which can help mitigate any particularly inflationary bottlenecks. It also shouldn’t be forgotten 
that cost-plus, open-book type contracts, if negotiated properly, should have less inflation risk compared to fixed-price 
contracts prevalent in construction. 
 
Costain’s balance sheet has net cash of GBP 76m at year end 2021, adjusted for the GBP 43m cash required to satisfy a 
settlement linked to the provisions mentioned earlier. However, they still have a pension deficit which has a GBP 10m 
annual cash requirement, although recent increases in bond yields could reduce this requirement over the coming years. 
Post-tax return on capital was 15% last year and we would expect this to increase substantially as profits grow over the 
coming years.  
 
In terms of alignment, the executive directors’ long-term incentive plans kick in at a minimum net income of an average of 
GBP 26m over 2021 to 2023. This compares favourably to its GBP 116m market capitalisation. Overall, we think the 
perception of Costain will change significantly over the coming years as they execute on their strategy. If they do indeed hit 
the midway of their medium-term target, then this would imply circa GBP 51m of earnings and a ridiculous earnings ratio of 
around two times. We value the stock at a multiple of nine times our forecasted 2023 earnings of GBP 30m, giving an upside 
of 130% over the next 21 months. 
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Top Five Long Holdings as at 31 March 2022  
Company Country Sector % of NAV 
STO SE & Co KGaA Germany Materials 8.4 
IG Group Holdings Plc United Kingdom Financials 3.7 
Vossloh AG Germany Industrials 2.9 
UP Global Sourcing Holdings Plc United Kingdom Consumer Discretionary 2.6 
Mobilezone Holding AG Switzerland Consumer Discretionary 2.5    

20.2 

Exposures as at 31 March 2022   
Longs% Shorts% Gross Exposure% Net Exposure% 

75.5(67.2) 40.5(34.5) 116.0(101.7) 35.0(32.7) 
Figures in brackets refer to previous month end. All calculations are subject to the impact of rounding  

Exposures by Country, Market Cap & Sector as % NAV and Positions as at 31 March 2022   
Country Gross% Net% 

 
Market Cap Gross% Net% 

 
Sector Gross% Net% 

Austria 3.5 2.8 
 

>£2bn 24.6 -2.8 
 

Communication Services 3.9 0.2 
Belgium 2.5 2.5 

 
£700m - £2bn 31.1 6.1 

 
Consumer Discretionary 34.1 4.7 

Finland 1.0 -0.7 
 

£200m - £700m 42.1 15.8 
 

Consumer Staples 7.5 -2.0 
France 3.9 2.7 

 
<£200m 18.2 16.0 

 
Energy 0.0 0.0 

Germany 26.1 17.6 
     

Financials 8.3 7.7 

Italy 2.3 1.3 
 

Positions Mar Feb 
 

Health Care 5.0 1.8 
Netherlands 2.9 2.6 

 
Long 77 68 

 
Industrials 25.0 9.2 

Norway 5.4 -3.0 
 

Short 88 75 
 

Information Technology 17.8 0.7 
Other 1.8 -0.6 

 
Longs Opened 13 3 

 
Materials 12.1 10.4 

Poland 0.9 0.9 
 

Longs Closed 4 0 
 

Real Estate 2.3 2.3 
Spain 1.2 1.0 

 
Shorts Opened 20 14 

 
Utilities 0.0 0.0 

Sweden 10.3 -3.7 
 

Shorts Closed 7 9 
 

Other 0.0 0.0 

Switzerland 6.7 1.6 
        

United Kingdom 41.3 13.3 
        

United States 6.4 -3.2 
        

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 confidential and is intended solely for the information of the recipient and may not be passed on or disclosed to any other 
person. This information should not be reproduced or disseminated in any form without the prior written permission of Ennismore Fund 
Management Limited. 
This document is a marketing communication. Please refer to the Ennismore European Smaller Companies Plc Prospectus, supplement thereto 
and to the KIID before making any final investment decisions. 
A copy of the English version of the Prospectus of the Fund and the Key Investor Information Document (KIID) relating to the Fund may be 
obtained online from www.ennismorefunds.com or alternatively received via email upon request by contacting clients@ennismorefunds.com. 
Where required under national rules, the KIID will also be available in the local language of the relevant EEA Member State. 
A summary of investor rights associated with an investment in the Fund is available online in English at www.ennismorefunds.com or it may be 
received upon request via email by contacting clients@ennismorefunds.com. 
A decision may be taken at any time to terminate the arrangements made for the marketing of the Fund in any EEA Member State in which it is 
currently marketed. In such circumstances, Shareholders in the affected EEA Member State will be notified of this decision and will be provided 
with the opportunity to redeem their shareholding in the Fund free of any charges or deductions for at least 30 working days from the date of 
such notification. 
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 (the “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 as at the date of first issue of the report to which this is an Appendix, we held positions in the companies discussed in 
that 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. 
This document is not intended to provide a complete description of the investment, research and due diligence process utilized by Ennismore. 
Ennismore may modify its investment process and method for evaluating portfolio investments in any manner that it deems appropriate 
without notice to investors. The information contained herein may be approximate and is used to show the overall investment management 
process that Ennismore engages in.  
The examples of specific investments included herein are not representative of all of the companies purchased, sold or recommended for the 
Fund. The Fund’s portfolio contains a much larger number of positions than the examples set forth herein and, accordingly, the examples are not 
intended to indicate the overall composition of the Fund’s portfolio. It should not be assumed that investments in the companies identified will 
be profitable, that recommendations made in the future will be profitable or will equal the investment performance of those discussed herein, or 
are representative of investments that will be made in the future. There is also no guarantee that any of the positions are currently or will remain 
in the Fund. The information included in this document should not be considered a recommendation to purchase or sell any particular security 
or other financial instrument. All statements and expressions are the sole opinion of Ennismore and are subject to change without notice.  
The list of winners and losers presented herein has been calculated by including those positions that contributed most significantly, either 
positively or negatively, to the performance of the Fund’s portfolio during the period. This is not meant to be indicative of the performance of all 
positions contained in the portfolio. Past performance is not indicative of future results.  

 
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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