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Monthly investor update - May 2018 

The Clearance Camino Fund invests in European real estate securities with a focus on the core 
Western European economies. The investment portfolio is diversified and the Fund adheres to a 
conservative investment strategy, with a strict investment and risk management process. The 
Fund targets real estate companies with quality assets, an appropriate and sustainable capital 
structure and good management. The Fund invests with a medium to long term objective in real 
estate companies of all sizes, but adheres to strict liquidity requirements to ensure the investment 
portfolio remains liquid at all times. There is no leverage at the Fund level.  

The Investment Manager is Clearance Capital Limited.  

Manager comment 
 

May turned into a volatile month for European equities, as Italy's anti-establishment Five Star 
Movement and far-right Northern League initially failed to win the approval of Italy's President to 
form a populist government. Equity markets fell and Italian bond yields spiked before some calm 
returned towards the end of the month as agreement was finally reached. It has been more than 
three months since the Italian election and, while the latest agreement paves the way towards 
formation of a new non-mainstream government, major confrontations with the European Union 
on fiscal policy lie ahead. In Spain, Mariano Rajoy resigned as Prime Minister after losing a no-
confidence vote, resulting in the formation of a new minority government led by the Socialist 
Party. Bond yields reacted as investors sought safe havens, with the ten-year UK gilt yield down 
19bp and the ten-year German bund yield down 21bp. Downward movement in long-term 
interest rates drove the REIT sector to a 3% outperformance of general European equities.  

European REITs, as measured by EPRA (1) gained 0.5% in May, taking their year-to-date return to 
+1.4%. The Eurostoxx 50 (2) declined by 2.5% and is down 0.8% year to date. The Fund Euro share 
net asset value increased by 1.2%, taking the year to date return to +2.2% and the return over the 
last twelve months to +11.8% (compared to +6.5% for EPRA, the fund benchmark).  

(1)  EPRA refers to the FTSE/EPRA NAREIT Developed Europe Net Total Return Index, an index of the 103 largest and most liquid 
real estate companies in Europe. The index is sponsored by the European Public Real Estate Association (EPRA) and 
calculated by FTSE. EPRA is the official benchmark of the fund (before 29 September 2017 the official benchmark was the 
European Harmonised Index of Consumer Prices plus 4% per annum).  

(2) Eurostoxx 50 refers to a market capitalisation weighted index of the fifty largest European companies listed in 12 Eurozone 
countries, measured on a total return basis. The index is sponsored and calculated by Stoxx Limited.  

 

May 2018 +1.2% 

Year to date +2.2% 

Last twelve months +11.8% 

Two years annualised +7.5% 

Three years annualised +6.3% 

Five years annualised +13.6% 
 

*   Net returns for the Euro Class A Share. See page 5 for perfor-

mance of the GBP and USD share classes. 

Visit the fund on The International Stock Exchange web site: 

http://www.tisegroup.com/market/companies/3342 

Market performance Month 
Year to 

date 

EPRA  (1) +0.5% +1.4% 

Eurostoxx 50  (1)  -2.5% -0.8% 

 Portfolio statistics   

Level of investment 99% 

Number of holdings 28 

Average holding size 3.5% 

Top 10 holdings 63% 

Liquidity (2) 92% 

Weighted average lease expiry (years) (3) 4.7 

Weighted average loan-to-value (3) 39.0% 

Weighted average loan maturity (years) (3) 6.3 

Weighted average cost of debt (3) 2.8% 

Fund AUM (in Euro million)   38.7 

Firm AUM (in US$ million)   347.5 

(1) Source: Bloomberg, net total return index 
(2) % of portfolio which can be sold in ten trading days assuming 25% of 

average trading volumes 
(3) Of the underlying holdings of the fund 
(4) Over the last five years 
(5) Swiss Francs, Swedish Krona, Norwegian Krone 

Risk statistics (4) 

Annualised volatility  12.3% 

Sharpe ratio   1.1 

Correlation with EPRA  95% 

Upside capture 96% 

Downside capture  81% 

Currency exposure 

Euro  62% 

Sterling  25% 

Other (5)  13% 

EPRA and Eurostoxx 50 returns stated in Euro, on a net total return basis. 

Performance data for GBP and USD share classes are shown on page 5.  

Please refer to the disclaimer on the last page of this report regarding the disclosure of performance displayed in the chart. 

Source: Northern Trust, Bloomberg, June 2018 

Return summary 
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Market performance 

Source: Bloomberg, Clearance Capital 

Market overview 

The political situation in Italy and Spain took centre stage in May. Fears over Italy’s continued membership 
of the euro and a possible lurch to the left in Spain caused a spike in volatility in both markets.   

Following prolonged negotiations after the inconclusive election in March, the yield on Italian sovereign 
bonds spiked, as the details surrounding the formation of the new government took shape. The proposed 
coalition between the populist Five Star and Northern League parties had already begun to spook markets 
before the announcement of the relatively unknown academic, Giuseppe Conte, as Prime Minister. The 
appointment of an anti-Euro Minister for the Economy and Finance caused the Italian President to block 
the formation of the new government and led to even greater volatility. Italy seemed to be heading 
towards a fresh round of elections, but a compromise deal that involved a new Minister for the Economy 
and Finance paved the way for the coalition to take power.   

After a fresh election was avoided, markets recovered, only to drop back again as the new Prime Minister 
confirmed in his speech to the Senate that he would follow through on the majority of the populist policies 
promised by the coalition parties during the election. Investors feared that although the speech was pro-
Euro in tone, populist policies such as the introduction of a flat tax and universal income will increase the 
fiscal deficit and lead to a conflict with the European Commission at some point. It seems likely that bond 
yields will remain elevated until there is more clarity on the policies of the new government. 

 

 

In Spain the focus of attention was the vote of no confidence in Prime Minister Mariano Rajoy. There had 
been rumours of corruption surrounding Rajoy for many years, but these came to a head in May, forcing 
him to step down. Market fears centred on the possibility of a fresh election being triggered or a lurch to 
the left in the government, following the removal of the Centre Right prime minister. The transition has so 
far turned out to be much smoother than feared, as Spanish equity markets quickly recovered lost ground. 
The direction of the new government will become clearer with passing time. One of the first actions was to 
investigate the increase in dividend of partially state-owned airport operator Aena and this suggests the 
movement in policy will be to the left. 

 

Real estate markets 

In early June, Lonestar walked away from their potential takeover of serviced office specialist IWG, owner 
of the Regus brand. IWG had announced on May 11th that it had attracted interest from three possible 
bidders. Co-working and flexible office space have been popular investments recently, buoyed by the rapid 
growth of WeWork, with Blackstone and Carlyle having made significant investments in the space. Prior to 
the bid, the shares of IWG had struggled as weak operating performance, particularly in London, stoked 
fears that competition from groups such as WeWork was taking its toll. There continues to be strong 
demand for flexible working space across Europe, but it’s a fast-moving, competitive area and providing a 
fresh offering with a unique customer experience is essential. 

News in China gave a further indication of potential demand from Chinese real estate investors.  
Juwai.com, the Chinese real estate website, suggests Chinese investors will spend $750 billion in foreign 
property over the next decade. To give an indication of the scale of this demand, the total volume of 
commercial real estate investment across Europe is around $200 billion per annum. The record prices paid 
by Chinese investors for London office buildings in the last year only go to highlight the impact that 
Chinese investors moving into a sector can have.   

Global REITs: Month Year to date

European REITs (in €) 0.5% 1.4%

US REITs (in US$) 3.9% -3.5%

Global REITs (GPR 250 - in US$) 1.9% -1.1%

European REITs:
(in home currency)

Spain -4.9% 6.6%

Sweden 0.5% 5.9%

Germany 2.1% 4.8%

UK -0.5% 1.6%

Switzerland -2.1% -0.8%

France 0.8% -1.8%

Netherlands -0.4% -3.2%

Ireland -0.8% -3.5%

Italy -0.9% -3.7%

European sub-sector:
(in home currency - companies in 

our coverage universe only)

Nordics 2.6% 8.6%

German residential 1.9% 5.6%

UK specialists 2.2% 5.5%

UK property trusts -0.1% 4.7%

Continental offices 2.0% 1.6%

UK small & mid caps 0.0% 1.6%

UK diversified majors -0.4% -1.4%

UK developers 4.4% -1.9%

Recovery markets  # -2.2% -2.1%

Continental retail REITs 0.6% -3.8%

#   -  Spain, Ireland, Italy

Fixed income:

10 year UK gilt yield (bps) -19 4

10 year German bund yield (bps) -21 -14
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 There was further misery for UK retail landlords as another retailer announced 
a restructuring. Following a review of its store footprint, department store 
chain House of Fraser announced the closure of 31 of its 59 stores. The stores 
are expected to stay open until 2019 and the retailer needs the approval of 
75% of its creditors to go ahead with the plan. The closures are part of a  
company voluntary arrangement (CVA), which allows insolvent businesses to 
restructure and continue trading. The process has become increasingly 
unpopular amongst landlords and stronger retailers. Landlords dislike CVAs 
because often they take the brunt of losses as they are outvoted by debt 
holders and trade suppliers. Strong retailers oppose CVAs because the process 
allows weaker retailers to rebase their rents to lower levels in competing 
locations, thereby giving the failing retailers a competitive advantage.  

 

Chart of the month 

Since the Brexit referendum in June 2016, investors have been expecting a 
weakening UK economy and falling commercial property values. The 
Investment Property Databank (IPD) publish monthly, quarterly and annual 
indexes of capital value, income and total return performance of 45 different 
segments of UK commercial property.  

Going back to December 2016, only 16% of the 45 different commercial 
property segments recorded by IPD showed negative monthly capital growth, 
but that number has now increased to 52%, indicating that the decline in 
commercial property values has become more wide spread.  

The UK economy slowed to a virtual standstill in the first quarter of 2018, with 
GDP growth of only 0.1%, the slowest growth rate since 2012. While there 
was some weather impact in the first quarter, the economy is clearly suffering 
from continuing Brexit uncertainty, with a sharp contraction in the 
construction sector and a squeeze in consumer spending power.  

While the short term outlook for UK real estate remains challenging, there are 
still growth sectors to be found, including logistics, industrial, student 
accommodation, self storage, multi-family housing and healthcare.  

 

Property of the month 

In November 2010 Peel Holdings sold the Trafford Centre in Manchester to 
Capital Shopping Centres (now intu plc) for £1.65 bln. Peel Holdings is the 
largest privately-owned landowner in north-west England, with a portfolio of 
businesses including Liverpool Airport, Media City UK and Mersey Docks & 
Harbour Company. The group is controlled by billionaire John Whittaker.  

Peel Holdings elected to receive intu shares in settlement of the consideration 
and Peel became the largest shareholder of intu, with a 19.9% interest. John 
Whittaker became deputy chairman. At the time it was speculated that there 
was a considerable tax saving for Peel Holdings, as the sale to intu, a UK REIT, 
resulted in a substantial saving in capital gains tax (certain tax exemptions 
apply when assets are sold to REITs). The intu shares were issued to Peel 
Holdings at a price of 335p per share. 

Intu is the UK’s largest dedicated shopping centre REIT, with a £10.5 bln 
portfolio of mostly prime UK shopping centres. Intu has been in the news 
recently due to a failed merger attempt with its shopping centre peer 
Hammerson. While intu own a high quality shopping centre portfolio, with the 
Trafford Centre probably its best single asset, it has struggled in challenging 
retail conditions and it’s shares currently languish below 200p per share, a 
discount of 52% to its last reported net asset value.  

Peel Holdings therefore sit on a very substantial loss on its shareholding in 
intu, with the shares trading at more than 40% below the issue price eight 
years ago. Contrast that against the phenomenally successful Trafford Centre, 
which has significantly grown its income and valuation since intu acquired it in 
2010. Today the centre is valued at £2.3 bln in intu’s accounts, an increase of 
c. £675 mln over the value at which it was acquired from Peel. That represents 
a swing of about £1 bln in the economic fortunes of Peel Holdings, likely many 
multiples of the rumoured tax saving in 2010.  

 

 

Proportion of IPD segments recording negative monthly capital growth 

Source: IPD, June 2018 
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Investment portfolio 
 

During the month our Nordic exposure reduced from 24% to 20%, after we disposed of 
our interest in Swedish multi-family residential landlord Victoria Park. German expo-
sure increased from 18% to 24% and Germany remains the largest geographic expo-
sure in the fund, followed by the UK at 22% and the Nordics at 20%. At 32% of the 
portfolio, office property makes up the majority of the underlying assets owned by our 
holdings, followed by residential at 26%.  

The top and bottom performers (1) for the month were: 

(1) - Performance in Euro 

 
Last month we wrote about the Starwoord Capital Group bid for Victoria Park, 
launched on 1 April. At the time Victoria Park was a 3.5% holding in the fund. We de-
cided not to sell our shares or tender into the Starwood offer as we felt there was a 
good chance that they would increase the price or there would be another bidder. On 
3 May Vonovia, the largest German residential landlord, announced an improved offer 
to acquire Victoria Park at a price 10.5% higher than the Starwood offer. Following the 
Vonovia offer we felt it was unlikely that there would be a better offer for the shares 
and we disposed of our holding.   
 
Hispania, the Spanish hotel REIT, remains subject to a voluntary takeover offer from 
Blackstone. The offer documents were published on 11 June following approval by the 
Spanish regulator. We do not believe the Blackstone offer fully values the prospects of 
Hispania and we expect that the offer will either be improved, or another buyer for 
either the whole company or the hotels portfolio will emerge. 5.2% of the portfolio is 
invested in Hispania and the shares trade at a small premium to the Blackstone offer 
price.   
 
Vonovia, the German residential landlord with a portfolio of 355,000 apartments 
across Germany and Austria, remains our largest investment, at 9.9% of the net asset 
value. Vonovia underperformed the market in May, declining by 3%, after executing a 
Eur 1 billion capital raise to finance the acquisition of Victoria Park. The significant 
amount of new stock depressed the share price shortly after the capital raising. The 
capital raising overshadowed excellent first quarter results announced on 3 May, 
showing that like-for-like rents across their portfolio grew by 4.1% over the last year, 
driving an increase in cash earnings of 11.6%.  
 
 

Outlook 

 
Real estate fundamentals remain robust for most assets across Europe, with healthy 
demand and limited supply coming onstream, leading to healthy demand for space.  
The major exception to this remains the retail sector where demand is weaker and 
there are pockets of oversupply emerging. The challenging outlook is reflected by most 
retail landlords trading at discounts to net asset value. The outlook for the best quality 
real estate remains strong, however, share price volatility is likely to remain a feature 
in the near term given the significant number of geo-political risks. 

Largest holdings   

Top performers:  Instone +6.9% 

 Norwegian Property  +6.8% 

 Entra  +5.3% 

 Victoria Park  +5.1% 

 VIB Vermogen  +3.3% 

EPRA (net total return)   +0.5% 

Bottom performers:  Vonovia -3.0% 

 Unibail Rodamco  -3.2% 

 Argan  -3.3% 

 Colonial  -5.7% 

 Land Securities -6.0% 

Geographic exposure   

Asset class exposure   
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13.6%

10.5%

 Camino

 EPRA

12.3%

13.5%

 Camino

 EPRA

1.11 

0.77 

 Camino

 EPRA

(1)  US$ shares first issued in November 2017 (2)           FTSE EPRA/NAREIT Developed Europe Net Total Return Index (EPRA) is the fund benchmark. The index is Euro denominated.  

Historic performance 

Net performance versus EPRA and Eurostoxx 50 (1) 
Indexed to 100 
EPRA and Eurostoxx 50 shown on a net total return basis vs. Camino Class A Euro  

Source: Bloomberg, fund records, June 2018 

Comparison to the benchmark 

5 Year annualised return 

5 Year annualised volatility 

Sharpe ratio (5 years) 

 

2018 YTD 2017 2016 2015 2014 2013 
Two years 
annualised 

Three years 
annualised 

Five years 
annualised 

Month 

Camino EUR Class A 2.2% 20.4% -7.3% 22.3% 25.9% 14.3% 7.5% 6.3% 13.6% 1.2% 

Camino GBP Class A 1.0% 23.3% 7.0% 17.6% 18.2% 17.2% 14.1% 12.9% 14.2% 1.1% 

Camino USD Class A (1) -0.9%         -2.4% 

EPRA Net Total Return (Euro) (2) 1.4% 12.4% -5.3% 18.0% 25.0% 10.4% 3.7% 3.1% 10.5% 0.5% 

Eurostoxx 50 Net Total Return (Euro) -0.8% 9.2% 3.7% 6.4% 4.0% 21.5% 8.3% 1.2% 7.1% -2.5% 
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Fund objective The Fund aims to deliver attractive long-term total 
returns by trading and investing in European listed 
real estate companies. The Fund adheres to a 
conservative investment style with long-only expo-
sures, no leverage, concentration limits of 10% and 
a robust investment process 

 
Compliance with objectives The Fund has consistently adhered to its invest-

ment objectives since launch 
 
Benchmark FTSE EPRA/NAREIT Developed Europe Net Total 

Return Index (1) 
 
Target Markets The fund targets real estate companies globally, 

but with a focus on Western Europe, including the 
United Kingdom 

 
Launch date 4 August 2010 
 
Currency share classes Euro, Sterling, US Dollar 
 
Shares in issue Euro   11,499,140 shares  
 Sterling  14,145,201 shares 
 US Dollar 1,227,701 shares 
 
Dealing Weekly 
 
Domicile and legal status Guernsey, Class B Collective Investment Scheme 

regulated by the Guernsey Financial Services Com-
mission  

 
Listing The International Stock Exchange 
 http://www.tisegroup.com/market/companies/3342 
 
Dividends Non-distributing 

Initial charge Zero 
 
Management fee Class A: 1.5% per annum  
 Class B: 1.0% per annum 
 Class C: 0.7% per annum 
 
Incentive fee 15% above the benchmark, subject to positive 

absolute performance and high watermark  (1) 
 
Investment Manager Clearance Capital Limited 
 www.realestatealternatives.com 
  
Custodian BNP Paribas Trust Company (Guernsey) Ltd 
 
Administrator Northern Trust International Fund Administration 

Services (Guernsey) Ltd 
 
Auditor Deloitte  
 
ISIN GG00B4YR6B71 (Euro Class A share) 
 GG00B55CC870 (Sterling Class A share) 
 
Net asset value per share Euro Class A:   €2.1056 
 Euro Class B:  €1.0398 
 Euro Class C:  €1.0917 
 Sterling Class A: £2.1340 
 Sterling Class B: £1.0363 
 Sterling Class C: £1.0736 
 US$ Class A:  $1.0693 
 US$ Class B:  $1.0107 
 
Total expense ratio 2.25% for the most recent financial year for the 

Class A shares 
 
Annualised total returns Annualised return is the weighted average com-

pound growth rate over the period measured.  

 

Regulatory information, notes on the calculation of performance data and risk warning 

Clearance Capital Limited is an authorised manager of alternative investment funds in the United Kingdom. Collective investment schemes are generally medium- to long-term investments. Past performance is 
not necessarily a guide to future performance, and that the value of investments may go down as well as up. A schedule of fees and charges and maximum commissions is available from the Manager on request. 
Collective investments are traded at ruling prices. The Manager does not provide any guarantee either with respect to the capital or the return of a portfolio. Performance is based on NAV to NAV calculations with 
income reinvestments done on the ex-div date. Lump sum investment performances are being quoted. Performance is calculated for the portfolio and the individual investor performance may differ as a result of 
initial fees, actual investment date, date of reinvestment and dividend withholding tax.  A detailed description of how performance fees are calculated is set out in the Costs, Fees and Expenses section of the 
Listing Document pertaining to the Fund. The manager has a right to close the portfolio to new investors in order to manage it more efficiently in accordance with its mandate.  Neither the Investment Manager 
nor the Investment Advisor are authorised under the Financial Advisory and Intermediary Services Act, 2002. This Report has been prepared solely to provide additional information to shareholders to assess the 
Fund’s strategies and the potential for these strategies to succeed. The investment performance is for illustrative purposes only and should not be relied on by any other party or for any other purpose. This report 
contains certain forward-looking statements with respect to the financial condition and results of the Fund. These statements are made in good faith based on the information available up to the time of approval 
of this report. However, such statements should be treated with caution as they involve risk and uncertainty because they relate to events and depend upon circumstances that will occur in the future. There are a 
number of factors that could cause actual results or developments to differ materially from those expressed or implied by these forward looking statements. The continuing uncertainty in global economic outlook 
inevitably increases the economic and business risks to which the Fund is exposed. Nothing in this report should be construed as a return forecast.  

Contact the Investment Manager: Wessel Hamman or Charl Cloete 

Clearance Capital Limited +44 203 002 7685 

 whamman@clearancecap.com or ccloete@clearancecap.com 

 

Contact the Administrator: Andrew Bonham 

Northern Trust +44 1481 745 302 

 cab9@ntrs.com 

Clearance Capital Limited 

26 Throgmorton Street, London, EC2N 2AN 
Tel. +44 (0) 203 002 7685 

www.realestatealternatives.com 

Authorised and regulated by the UK Financial Conduct Authority 

(1)  The Fund was previously named the Stenham Real Estate Equity Fund and on 29 September 2017 the name, benchmark and performance fee changed. Before 29 September 2017 the performance fee was 10% of the excess return over 

the European Harmonised Index of Consumer Prices plus 4% per annum. Historic returns are shown based on the old performance fee basis until 29 September 2017 and on the new basis thereafter.
 

Please read this monthly investor report in conjunction with the Fund’s Minimum Disclosure Document. 

Fund terms 

http://www.tisegroup.com/market/companies/3342
http://www.realestatealternatives.com

