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Month:  -1.2 % gross / -1.3 % net             Total AUM: US$52m 

Lauro is a European Long/Short Equity Fund managing a long-term concentrated portfolio of 20-
30 holdings. We believe deep fundamental research focused on ROIC, cashflow generation & 
attractive asymmetry are key to long-term value creation. We work to maximise the idiosyncratic 
nature of our returns through our active engagement with management teams. 

MONTHLY/YEARLY HIGHLIGHTS  

We finished the month of May -1.3% net vs. +1.9% for the MSCI Europe Local index.  The market 
was volatile over the month reflecting both disappointing jobs numbers out of the US (NFP) at the same 
time as higher than expected inflationary concerns.  On the positive side Europe has exhibited strong 
vaccination rates and looks set to re-open in 2H21, with the EU recovery fund a key catalyst into 2H21.   

Key contributors/detractors – Clearly May was a disappointing month with most of the value 
destruction emanating from Stroer (-90bps) – see below.  On the positive side, our value names continued 
to do well w/ Banks as a group contributing 106 bps whilst Anglo American and BAE Systems adding 
43bps/35bps respectively.  We closed out of our Kitchen OEM Equipment short position at a loss (-50bps) 
as it exhibited strong re-opening momentum and expanded its production capacity into the US.   

On the trading front – we added to Ströer, Nexi and initiated Whitbread on weakness as we see data 
suggesting a strong domestic Summer Season in Europe with mobility and consumer spend returning.  
Whitbread took the opportunity during COVID to maintain staff capacity, raised capital from 
shareholders, refitted/renovated exiting premisses and it is accelerating its German pipeline via M&A.   

Despite teasing with the prospect of further discussion on our core portfolio holding Nexi, the persistent 
underperformance of Ströer is one which we think deserves further commentary as follows:   

Ströer – A management with strong control over all the German Out-of-Home (OOH) levers.  Our 
underperformance YTD has been driven by 2 stocks – Ströer & Vestas.  Ströer’s -17% performance YTD, 
underperforming the market by close to 30% and the Global peer group by >40%.     
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Ströer’s franchise comprises billboards, street furniture, public video with limited exposure to airports in 
the domestic German market.  The key driver of the underperformance in our opinion has been the hard 
lock down in Germany with continued noise around over-exaggerated (in our view) corporate 
governance concerns.  Of the OOH players and general advertising operators globally, Ströer was the only 
player that retained its dividend in 2020 despite a once in a 100-year pandemic – an indication of the cash 
flow power of the franchise.  With the significant outperformance of Ströer’s digital assets Asam and 
Statista, the core German OOH is currently trading on our estimates at around 12x 2022 PE (versus the 
global comparators at over 30x).   

So why increase the position now?   

Every year there are 1-2 opportunities to build conviction and size in long-term winners which for 
whatever reason remains under-appreciated by the market.  During the pandemic in 2020, we took the 
opportunity to build large positions in Vestas and Anglo American.  We think Ströer is another such 
opportunity.  Our core thesis is demonstrated in the following charts: 

 

Mind the Gap – the market is building in a one-step change (Yellow line minus Red line) in the revenue 
trajectory of the German OOH franchise despite the German economic output gap estimated to close by 
Q1 2022.  Based on our analysis, we believe there are 2 logical scenarios, either the market is wrong and 
the efficiency of the 1,300 strong sales force remains inline with historic levels, significantly under-
estimating the potential “V” shape revenue recovery.  Or the market is right in terms of the Sales revenue 
trajectory and Ströer is over investing in its sales force. Given where the share price is today, we would 
argue that the market underestimates the ability of management to react. 

Either way, we see room for upside surprise in our base case of higher Revenue Growth and 
ultimately profitability with management able to right size the sales force as the market 
environment becomes clearer.  Our view remains there is significant upside to the long-term 
profitability of the group versus the current market estimates.   
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Our numbers, despite being higher than consensus estimates, remain conservative versus the potential 
of the business as highlighted by comparing the operational leverage to Revenue growth for the OOH pre-
pandemic into the next 5 years, outlined as follows: 

 

Prior to the pandemic, Ströer’s 5-year organic growth rate was 3x faster than overall German advertising 
growth. The significant leverage from GDP growth to Stroer’s organic growth reflects its unparalleled 
network and infrastructure: 60% market share, strong digital roll out and unrivalled 1,300 strong sales 
force accessing the untapped and highly profitable SME market in Germany.  With two-thirds of the 
growth likely to come from digital (higher margin business), we expect a stronger positive mix effect than 
historic growth rates.  Our 7% 5-year Rev CAGR is some 2%+ higher than the street and we think 
there is risk to the upside on our numbers.  With a fixed cost base, incremental revenue growth is 
highly accretive to EBITDA & cash flows.   

Playing our role as active managers, we have recently presented our view in a formal presentation to the 
Co-CEO’s Udo Müller and Christian Schmalz.  Our recommendations as follows: 

 Family business in public hands?  Accelerate the institutionalisation of the business whilst 
dialling down the noise around governance.  Accelerate ESG investment and improve ranking 
versus sector whilst increasing transparency at the supervisory board level.   

 OOH has been significantly de-rated – focus on execution and communication around the power 
of OOH opportunity within Germany.  The potential to take significant market share from print, 
directories and linear TV (still a high 40% of the market) – see above charts.    

 In the event the discount doesn’t close over time – MBO a clear option.   The dividend of over 
€110m pays for >5x leverage suggesting 50% IRRs on a 3-year view and 30% over 5 year view.   

All in, as the German economy accelerates on the back of re-opening in June and advertisers increase 
expenditure aggressively to capture pent up consumer demand, we see Ströer being well-positioned.  The 
dialling down of lingering noise around corporate governance and an improving ESG ranking, suggests 
we are on a cusp of a re-rating of the stock.     
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KEY FIGURES END OF MONTH 
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DISCLAIMER AND RISK WARNING 

These fund returns are calculated for a representative investor (invested since the inception in A-shares, our main product). Actual 
returns may vary based on investment timing, fee and share class differences. Net returns reflect the deduction of management fees, 
incentive fees and all fund expenses. 

Past performance does not guarantee future results. A portfolio could suffer losses as well as achieve gains. Future returns are not 
guaranteed and a loss of principal may occur. 

Lauro Asset Management Pte Ltd believes the source of the information and content in the communication to be reliable however it 
cannot and does not guarantee, either expressly or impliedly, and accepts no liability for the accuracy, validity, timeliness, 
merchantability or completeness of any information or data for any particular purpose or use or that the information or data will be free 
from error. 

Lauro Asset Management Pte Ltd does not undertake any responsibility for any reliance which is placed by any person on any statements 
or opinions which are expressed herein. Neither Lauro Asset Management Pte Ltd, nor any of its affiliates, directors, officers or 
employees will be liable or have any responsibility of any kind for any loss or damage of whatever nature that any person may incur 
resulting from the use of this information. No reliance may be placed for any purpose on the information or opinions contained in this 
communication. 

The content in this communication is intended only for actual or prospective investors in the Lauro Opportunities Fund who continue 
to meet the definition of qualified and or accredited / professional investors. 

The content of this communication is strictly confidential and for background and information purposes only. The content has not been 
audited for veracity, factual accuracy or completeness by Lauro Asset Management Pte Ltd. The content does not purport to be full or 
complete. 

No part of this communication may be copied, reproduced, disclosed or published in any manner whatsoever without the prior written 
permission of Lauro Asset Management Pte Ltd.  

This communication does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe or purchase, 
any shares or any other interests in any jurisdiction or to any person, nor shall it or the fact of its distribution form the basis of, or be 
relied on in connection with, any contract or commitment whatsoever.  

The Fund has appointed Acolin Fund Services AG, 6 Cours de Rive, 1204 Geneva, Switzerland, as its Swiss Representative.  Banque 
Heritage SA, 61 Route de Chêne, CH-1208 Geneva, Switzerland is the Swiss Paying Agent.  In Switzerland shares shall be distributed 
exclusively to qualified investors.  The fund offering documents, articles of association and audited financial statements can be obtained 
free of charge from the Representative. The place of performance with respect to shares distributed in or from Switzerland is the 
registered office of the Representative. 

In the United Kingdom, this communication is issued by Lauro Asset Management UK Limited (“Lauro UK”) and approved by Robert 
Quinn Advisory LLP, which is authorised and regulated by the UK Financial Conduct Authority (“FCA”). Lauro UK is an Appointed 
Representative of Robert Quinn Advisory LLP. 

This material constitutes a financial promotion for the purposes of the Financial Services and Markets Act 2000 (the “Act”) and the 
handbook of rules and guidance issued from time to time by the FCA (the “FCA Rules”). Lauro UK neither provides investment advice to, 
nor receives and transmits orders from, persons to whom this material is communicated, nor does it carry on any other activities with or 
for such persons that constitute “MiFID or equivalent third country business” for the purposes of the FCA Rules.  

All information provided is not warranted as to completeness or accuracy and is subject to change without notice. This communication 
and any investment or service to which this material may relate is exclusively intended for persons who are Professional Clients or Eligible 
Counterparties for the purposes of the FCA Rules, or fall into a relevant category under COBS 4.12 in the FCA Rules and other persons 
should not act or rely on it. This communication is not intended for use by any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to local law or regulation. 


