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Appian on the Ground in Germany
A recent trip to Germany to ‘kick the tires’ proved to be a
worthwhile exercise. The tone of our company meetings was
generally positive and many German stocks demonstrate the
characteristics we find attractive.
We visited Germany for three days, meeting the management teams of a variety of quoted
companies. A number of common themes emerged from the meetings which were
noteworthy.
No sign of Recession
Management teams were nearly universal in that they see no signs of slowdown or
recession in either the domestic or international economy. Issues such as Brexit and
potential trade tariffs were identified as clear risks, but these were reported to be having no
material impact on businesses at this stage.
Most challenges seemed to be more of a specific nature than general – for example some
companies were dealing with shortages of some raw materials or sudden increases in the
cost of those, while the German car industry appears to have been slow to adapt to newly
implemented vehicle testing procedures post ‘diesel-gate’ and this is having an impact on
German car production in the near term. Such challenges were regarded as being of a
temporary nature rather than structural.
Going Digital
Another recurring theme was digitalisation – a fancy word for IT investment. Many
companies are investing in IT to make the way they conduct business as computer / or
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online based as possible – everything from customer relationships, to order intake, to
production management and on to distribution. The aim of this digitalisation is to improve
efficiency, responsiveness and scalability.
Where are all the Workers Gone?
Many of the companies noted that they were operating in parts of Germany where the rate
of unemployment was sub 3%, which in practical terms is effectively zero. The issue in such
places is less about pay rates and more about not being able to get people at all. The
responses to this challenge include investment in automation and transferring some
functions to other economies where labour supply is greater. However, there appeared to
be a clear preference to retain higher value added functions and R&D close to home.
A Firm Eye on the Long Term
One nuance with German management teams, compared to their Anglo-Saxon
counterparts, is that during discussions they place more emphasis on long-term plans.
There is a focus on value creation over the long term, and as a result, investment decisions
are often framed through a multi-year lens. Many German public companies still retain the
families who founded them as key shareholders. These families are often less concerned
about the short-term vagaries of public markets and this seems to contribute to the focus
on the long term. Importantly, there is often a strong financial discipline around planning,
in relation to return on investment and cash generation. Companies who can combine
these factors successfully should be capable of compounding good returns over time.
Many quoted companies in Germany possess the characteristics the Appian
investment process seeks in equities – established, high-quality, wellmanaged, cash generative businesses. Consequently, we expect that Germany
will continue to be a good potential source of stock selection for us when such
companies are available at attractive valuations.

Tweet

Forward

Share

The information contained in this material is not financial advice. Nor does it constitute an offer for the purchase
or sale of any financial instruments, trading strategy, product or service. No one receiving this material should
treat any of its contents as constituting advice. It does not take into account the investment objectives, knowledge,
experience or financial situation of any particular person. You should seek advice in the context of your own
personal circumstances prior to investing or taking out any product from your own independent adviser.
This material has been prepared and issued by Appian Asset Management Limited on the basis of publicly
available information, internally developed data and other sources believed to be reliable. While all reasonable
care has been given to the preparation of the information, no warranties or representation, express or implied are
given or liability accepted by Appian Asset Management Limited or its affiliates or any directors or employees in
relation to the accuracy, fairness or completeness of the information contained herein. Any opinion expressed
(including estimates and forecasts) may be subject to change without notice.
If you decide to invest in any of the Appian Funds, further information in relation to all risks is provided in the
relevant Fund Prospectus and supplements. This material is available from Appian Asset Management Limited,
42 Fitzwilliam Place, Dublin 2. If you invest in any of the Appian Funds, you may lose some or all of the money
you invest. The value of your investment may go down as well as up. This investment may be affected by changes
in currency rates.
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References to past performance are for illustrative purposes only and are not a reliable guide to future
performance. Projected returns are estimates only. Forecasted returns depend on assumptions that involve
subjective judgement and on analysis that may or may not be correct.
The above disclaimer and limitations of liability are applicable to the fullest extent permitted by law, whether in
Contract, Statute, Tort (including without limitation, negligence) or otherwise.
Appian Asset Management Limited is regulated by the Central Bank of Ireland.

Appian Unit Fund Prices
1 October 2018
Appian Value Fund
Appian Equity Fund
Appian SCOF

145.56
194.12
198.20

Appian Liquidity Fund
Appian Ethical Value Fund
Appian Burlington Property Fund

105.14
103.17
117.38

For more detailed information on each of our funds click here
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John Mattimoe
Senior Fund Manager

Pat Kilduff
Senior Fund Manager

Click here for more information about our Investment Team

John Flavin

Kevin Menton
Director
Tel: (01) 662 3989 direct

Senior Relationship Manager
Tel: (01) 662 4053 direct
Click here to email John

Click here to email Kevin
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Connect with Appian on LinkedIn
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