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Dear	investors,	

	

Last	Friday,	AFH	Financial	Group	plc	(AFH)	held	a	court	meeting	at	which	91%	of	the	voting	
members	voted	in	favour	of	the	takeover.	AFH	will	be	delisted	and	transferred	to	the	new	
owner.	On	17	March	our	fund	had	already	sold	our	position	in	AFH	after	it	became	clear	that	
the	takeover	would	go	through.	Our	investment	IRR,	based	on	all	purchases	since	February	
2020	and	our	recent	sale,	is	25%.	
	

While	the	voting	result	seems	to	indicate	a	clear	picture,	the	situation	was	much	less	obvious	up	to	a	

certain	point.	Let	me	explain.		

	

On	25	January	AFH	announced	a	recommended	cash	acquisition	at	£4.63	per	share	-	far	too	low	in	our	

opinion.	We	believe	that	AFH	can	be	worth	around	£12	per	share	in	5	years.	We	explained	our	ra-

tionale	in	our	evaluation	report,	exchanged	our	view	with	other	shareholders	and	voiced	our	disap-

pointment	to	the	chairman.	Based	on	our	conversations	with	fellow	shareholders	I	was	hopeful	to	see	

strong	resistance.	And	indeed,	AFH	postponed	the	convened	meeting	to	an	unspecified	date	–	a	sign	

that	25%	or	more	of	the	eligible	votes	were	against	the	deal.	At	that	point	our	fund	had	accumulated	

3.5%	of	eligible	votes.		

	

Unfortunately,	one	major	shareholder	was	then	persuaded	to	sign	over	his	shares	at	£4.80	per	share	–	

just	a	touch	above	the	initial	offer.	That	shareholder	was	the	linchpin.	After	that	several	long-term	

shareholders	-	including	us	-	sold	their	shares	in	the	market	at	prices	close	to	£4.80.	The	buyers	were	

short-term	arbitrageurs	who	were	in	favour	of	the	deal.	Hence	the	clear	result.			

	

Why	did	the	shareholder	accept	such	a	small	improvement?	I	suspect	great	salesmanship	on	the	part	

of	the	other	side	(chapeau!),	fear	of	a	drop	in	the	share	price	and	little	motivation	for	active	engage-
ment.	The	position	was	probably	too	small	to	move	the	needle.	In	contrast,	our	position	in	AFH	ac-

counted	for	10%	of	our	fund.	We	were	ready	to	defend	our	ownership	through	tough	negotiations.		
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In	the	end	we	achieved	an	IRR	of	25%	since	our	first	purchase	over	a	year	ago.	That’s	pretty	good.	But	

compare	that	to	the	prospect	of	about	25%	annually	over	the	next	five	years.	So	I'm	more	than	a	little	
disappointed	that	we	had	to	let	go	of	AFH.	

	

On	to	the	next	young	elephant.		

	

With	best	wishes	from	London,	

	

Matthias	Riechert	
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Disclaimer: 
The basis for an investment decision is the fund’s sales prospectus, key investor information and annual and semi-annual reports 
(available in German language). Extensive information about risks is set out in the sales prospectus. These documents as well as further 
information can be obtained free of charge during normal business hours from the Alternative Investment Fund Manager (AIFM) 
IPConcept (Luxembourg) S.A., the Depositary DZ PRIVATBANK S.A. and any potential sales agent. Further practical information 
as well as the current net asset value of the fund are available at any time on the home page of the AIFM IPConcept (Luxembourg) S.A 
without any fee. The home page of the AIFM is www.ipconcept.com.  
 
P&R Investment Management Limited is responsible for the preparation of this report. The authors of this document acknowledge that 
the views expressed in this document accurately reflect their own judgement and that no connection between their remuneration – 
either directly or indirectly or in part – and the recommendations in this document has, does or will exist. The analysts mentioned in 
this report are not registered/qualified with FINRA as research analysts and are not subject to NASD rule 2711. This document is 
intended for information only and does not take into account the specific circumstances of the recipient. It does not constitute investment 
advice. The contents of this document are not intended as an offer or solicitation to buy or sell any precious metals and securities 
mentioned in this document and do not serve as a basis or part of any contract. The information contained in this document was obtained 
from sources P&R Investment Management Limited considers to be reliable and accurate. P&R Investment Management Limited does 
not guarantee correctness, accuracy, completeness or suitability for a particular purpose. Any opinions and assessment contained herein 
reflect the views of the author or authors at the time of publication and are subject to change without notice. Any opinions expressed 
herein reflect the opinions of P&R Investment Management Limited. P&R Investment Management Limited is under no obligation to 
update, to amend or supplement this document or to inform the recipient in other ways, if a circumstance specified in this document or 
a statement, forecast, or estimate contained herein changes or subsequently becomes inaccurate. The past performance of financial 
instruments, simulations or forecasts is not indicative of future results. We therefore cannot assume liability for a positive investment 
return of an assessment described in this document. Due to various factors, there is the possibility that the prognoses in this document 
are not reached. These factors include market volatility, sector volatility, and corporate decisions without limitation, unavailability of 
complete and accurate information, and/or the fact that underlying assumptions made by P&R Investment Management Limited or 
other sources prove to be incorrect. Neither P&R Investment Management Limited nor employees accept any liability for damages that 
may arise from the use of this document or its content or otherwise. The inclusion of hyperlinks to the websites of organisations, as 
they are included in this document, in no way implies approval, recommendation, or endorsement of the linked page or information 
accessible from there by P&R Investment Management Limited. P&R Investment Management Limited accepts no responsibility for 
the content of these sites or information accessible from there or for any consequences of the use of such content or information. This 
document is intended solely for use by the addressee. It must not be altered, nor in any way reproduced, distributed, published, or 
passed on to other individuals in part or as a whole without prior written permission of P&R Investment Management Limited. In 
certain countries, including the United States, the way this product is marketed can be subject to further legal restrictions. Persons who 
come into the possession of this document, are obligated to inform themselves about and to observe such restrictions. By accepting this 
document, the recipient agrees to the binding nature of the foregoing provisions.	


