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Wermuth Asset Management GmbH 
July 2010 Monthly  

GREATER EUROPE FUND S CLASS (“S CLASS”) 
GENERAL INFORMATION  PERFORMANCE SUMMARY: 23 March 2009 – 31 JULY 2010 

Strategy: Broad value investing: long/short equity, global 
macro view 

 
 “S CLASS” RTS-2 S&P 500  

Regional focus: “Greater” Europe, including Russia  Total compounded GROSS return 84.37% 290.15% 49.86% 

Fees: 2% of NAV per annum / 20% of investment profits  Total compounded NET return 66.85%   

Manager: Greater Europe Funds Management Limited  Compd. annual growth rate (net) 43.53% 161.42% 33.05% 

Investment Adviser: Wermuth Asset Management GmbH   Best month (net) 16.92% 34.84% 9.39% 

Auditor: KPMG  Worst month (net) -10.59% -14.71% -8.20% 

Prime Broker: Merrill Lynch  % of up months 64.71% 88.24% 76.47% 

Directors: A Pitter, N. Sullivan, A. Wignall, A. Andersen  % of down months 35.29% 11.76% 23.53% 

High Watermark: Losses carried forward  Ann. St. Dev. of monthly returns 28.13% 41.04% 17.38% 

Tax Reporting: German “white” fund, US PFIC, 401k  Sharpe ratio               1.77      

WAM  Senior Advisory Board:  Dr G. FitzGerald, Prof. E 
Yassin, H. v Ploetz 

 
    

Liquidity terms: Closed-ended  JULY 2010 PERFORMANCE SUMMARY 
  For the month of July 2010, GEF Select advanced 4.04% and year-to-

date is down (2.13%). 

  S CLASS Gross NAV per Share: 4.1886 USD  

S CLASS Limited NAV: 45.7m USD  

Note: Performance summary is based on the indicative performance give in the table below. 

GREATER EUROPE FUND S CLASS NET RETURNS  
(Note: based on the assumption that performance fees in place today were paid annually since inception) 

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 

2009   -3.66% 15.30% 19.74% 2.97% 0.07% 2.01% -3.66% 15.30% 19.74% 2.97% 70.47% 

2010 5.40% -0.37% 13.61% -1.93% -10.07% -10.59%* 4.04%      -2.13% 
Note: based on the assumption that performance fee as in place today was paid annually since inception (23 March 2009) 
*The negative performance in June 2010 was due to a write down of the private equity investment into Wild Orchid. 
Figures do not include performance of GEF Select 

 

STATISTICS SUMMARY AS OF 31 JULY 2010 

TABLE 1: NET ALLOCATION (BY ASSET CLASS)  TABLE 2: NOTIONAL EXPOSURE / RISK INDICATORS 

Asset class NET,  % NAV  Exposure % NAV Option Adjusted 

Equities  80.45%  Long 162.30% 195.30% 

Cash 20.03%  Short -50.40% -50.40% 

Bond 2.01%  Gross 245.71% 245.71% 

FX 0.25%  Net 144.90% 144.90% 

Futures -2.74%  Net Russia 64.44% 64.44% 

   Indicator % NAV  

   1 day 95%  VAR 6.04%  

 

 
 
 
 
 
 
 
 
 
 

 
 
 
 

 
 

Fund Sub-Administrator: 
Quintillion Ltd, 24-26 City Quay, Dublin 2, Ireland 
Tel: +353 1523 8011/ Fax: +353 1523 8300  
Contact person: Pauline McCaughley: pauline.mccaughley@quintillion.ie  

Investment Adviser (Branch Office) 
Wermuth Asset Management GmbH ("WAM")     www.wermutham.com    
Tel: +7495 580 7300 / +49 69 9592 5478  Fax: +7495 580 7302 / +49 69 9592 5479    
Contact: investorservices@wermutham.com 

mailto:pauline.mccaughley@quintillion.ie
http://www.wermutham.com/
mailto:investorservices@wermutham.com
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TABLE 3: NET ALLOCATON BY LIQUIDITY (GROUP A -
MOST LIQUID & GROUP E – PE PROJECTS) 

Group A B C D E 

% NAV 0.25% 1.99% 2.76% 64.01% 10.96% 

 
TABLE 4: ATTRIBUTABLES 

SECTOR P&L (% NAV) 
Utilities 3.25% 
Consumer goods 0.95% 
Oil 0.32% 
Gas 0.13% 
Transportation 0.11% 
Telecoms 0.09% 
FX -0.12% 
Metals & mining -0.18% 
Construction -0.33% 

 
BACKGROUND AND STRATEGY 

Following the Greater Europe Fund Limited’s Side Pocket establishment for illiquid investments, investors can subscribe as of 31 March 2009 to the “Greater Europe 

Fund Select”. The Greater Europe Fund Side Pocket (GEF “S Class”) was created to hold illiquid assets of the Greater Europe Fund Limited with a net asset value of 

$29.0m (priced at mid), which gained to $68.8m in 2010.  

In July 2010, the GEF S Class began liquidation and returned to shareholders GEF Select shares as assets were realized at fair values.  WAM plans to continue to 

liquidate the GEF S Class over the course of 2010 and 2011.  Beginning in July 2010, monthly reports for the Greater Europe Fund Select and the Greater Europe 

Fund Side Pocket will be provided separately omitting the aggregate Fund report.  

 

ATTRIBUTABLES 

In July 2010, GEF S Class was up by 4% due to performance of the Fund’s listed assets. There were no revaluations in Private Equity assets. 

As seen in Table 4 above, the utilities sector performed the best contributing 3.25pp to overall performance. This was due to a rebound in utilities names as market 

fears about a reversal of reforms eased. We continue to see significant value in the investment theme (see company news section). 

The consumer goods sector enjoyed solid performance especially among Russian retailers. In 1H 2010, retail sales were up 3.4% y/y underpinned by even stronger 

growth in real wages at 4.8% y/y for the first half of the year.  As a result, consumer goods names added 0.95pp to overall performance.  

 

PE AND RE UPDATE 

Wild Orchid sales and EBITDA are moving in line with the business plan which management has prepared and delivered to the BOD in autumn 2010 (expected sales 

should exceed USD 100m this year with expected EBITDA of USD 12m). The company has now increased the share of in-house production up to 50% of its sales with 

the target to move in-house production up to 75% of sales. 

Conquest Petroleum (ex. MaximTep) falls behind the production plans in July 2010. The Company may face a bankruptcy in October 2010 if additional sources of 

capital are not found. The Funds exposure remains at USD 4.0m provided through a loan facility, collateralized against the Company’s assets. We feel the interests of 

the Fund are well secured against any outcome in this case. 

 

CORPORATE NEWS 
The awaited transition to RAB regulation for 23 distribution companies planned for 1 June 2010 has been delayed. According to an official statement by the CEO of 
the Distribution Holding Company the reason for the delay is the fact that the 23 regional companies are unprepared to switch to the new system. We would like to 
remind our investors that the transition has been sped up early 2010 by a special government decree, leaving little time for the companies to get prepared. Current 
deadline for all distribution companies to switch to RAB is January 2011. However those 23 companies that were scheduled to be transferred 1 June 2010 could be 
switched to RAB as early as August-September this year. 
We met with senior government officials to push for faster adoption of RAB for electricity distribution sector. Our feedback from those meetings is that there is no 
inclination to withdraw from the RAB reform in the industry. However the desire to curb end-consumer electricity tariff growth before 2012 Presidential elections 
may lead to negative implications for electricity distribution sector in particular. The highest risk we see is not that RAB reform process will be stopped but rather 
that the government will seek ways to curb tariffs growth by downgrading RAB base in order for tariffs’ growth to be capped at 15% rate p.a. So far we don’t see 
reason to give up on the investment case of MRSKs. 
 

OUTLOOK 

WAM continues to look for favourable opportunities to realize the positions in the GEF S Class at fair value and return cash to investors. In July 2010, $4.0m was 

transferred to Greater Europe Fund Select. The amount was reduced from $5.0m to $4.0m as previously expected by the Investment Adviser due to the fact that 

liquidity conditions and valuations were not considered favourable in July.  We continue to reiterate that some positions in GEF S Class remain very illiquid and 

follow-on investments to protect the value of the positions may be warranted and thus, a cash reserve is being maintained. 

NOTE: This document does not constitute an offer to buy or a solicitation of an offer to buy or sell shares of the Greater EuǊƻǇŜ CǳƴŘ [ƛƳƛǘŜŘ ƻǊ ǘƘŜ DǊŜŀǘŜǊ 9ǳǊƻǇŜ 5ŜŜǇ ±ŀƭǳŜ CǳƴŘ [ƛƳƛǘŜŘ όǘƘŜ άCǳƴŘǎέύ ƛƴ any jurisdiction in which an offer or solicitation is not authorized or to any 
person to whom it is unlawful to make such offer or solicitation and is for information purposes only. Investors should only rely on official valuations by the Administrator and the current prospectus and should carefully consider the risk warnings and disclosures for the Funds set out 
therein. The value of shares may go down as well as up and investors may get back less cash than originally invested. Past performance is not necessarily a guide to future performance.  An investment in the shares of the Funds is not the same as a deposit with a banking institution. 
Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. Please refer to the current prospectus for more details on the charges and expenses that may be recovered from the Fund.  
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