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ABOUT CEF TREND  

 
Closed-end investment fund Trend has been created from the transformation of the 
Mutual investment fund Trend into a closed-end and an open-end investment fund in 
accordance with the Law on Investment Funds in Montenegro. The establishment of the 
Fund was initiated on transformational General meeting of shareholders of the Mutual 
investment fund Trend on 21.07.2014. The date of the establishment is 18.09.2014 
when the Fund is registered in the Register of Closed-End Funds with the Securities 
and Exchange Commission of Montenegro. However, CEF Trend shares became 
available for trading on 26.11.2014.  

The closed-end fund Trend is managed by the Investment Fund Management Company 
Butterfly Finance AD – Podgorica.  

 

 

 

 

 

 

 

 

 

 

 

 



SUMMARY (COMMENT) 

 
We are pleased with the CEF Trend performance in the past 12 months. The total share 
price return in the period is 37.14%. We have successfully worked on narrowing the 
Fund’s discount compared to its NAV. Even though the discount is still pretty high we 
can say we are already best in class in this region in that context. Our goal is to 
neutralize the discount completely by increasing the real value of the Fund and by 
adjusting (lowering) book values of some properties which are mispriced at the moment.  

Regarding our main holdings, we managed to take managerial control of the two key 
companies in the CEF Trend’s portfolio this year. The companies are already showing 
sings of improvements with the focus on cost cutting and revenue stimulating by 
initiating new projects and attracting investments and partnerships. We are also doing 
constant reevaluation of the land in Ulcinj (in our possession) with the goal to reduce its 
book value to a fair level which will result in the Fund’s discount shrinkage. 

In years 2016 and 2017 we will commence the share buyback and the dividend 
programs in TITI and TEKR (two main holdings) with excess cash which is anticipated 
since both companies are on good trajectories to start producing continuous positive net 
income in the future. Furthermore, our plan is to start paying dividends to the Fund’s 
shareholders in 2017 and continue with that policy in the future.  

The total value of CEF Trend is already higher, all the projects initiated are active and 
we are quite optimistic about the Fund’s future and realizations of the plans. Our key 
goal is to increase the value of our holdings through better and more efficient 
management, new investment activities and other projects that can increase the liquidity 
and selling probability of some of the assets.         

 

 

 

 

 

 

     



CEF TREND PERFORMANCE 

 

 

Start date: 26.11.2014 
End date: 16.11.2015 
Beginning share price: 0.042 
Ending share price: 0.0576 
Total return: 37.14% 
YTD return: 55.26% 
Compounded annual return: 38.24% 
Max drawdown: 12.12% 
Peak-to-valley 28.10.2015 – 

11.11.2015 
Standard deviation: 2.35% 
Downside deviation: 2.61% 
Sharpe ratio: 0.91 
Sortino ratio: 0.82 

 

The table above presents the statistical values of the CEF Trend performance since the 
initiation. The Fund has achieved a significant share price increase in the given period 
(37.14%), which was even stronger in 2015 only (55.26%). Satisfying values of Sharpe 
and Sortino ratios allude to the successful implementation of the strategy with limited 
risks.  
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NAV: 

One of the key aspects of our business model for the Fund is to narrow down the 
difference between the NAV value and the current market value of the shares. Current 
discount is 49% but we should mention that all other local close-end funds have even 
higher discounts: 

Fund’s name Market Value NAV Discount 
CEF Moneta 1,971,868 EUR 10,719,240 EUR 82% 
CEF Atlas 7,228,083 EUR 20,583,148 EUR 65% 
CEF Eurofond 6,531,815 EUR 48,832,613 EUR 87% 
CEF Trend 10,524,490 EUR 21,459,823 EUR 49% 

 

The discount occurs mostly because of the market illiquidity and inefficiency which 
make it more difficult to adjust values of holdings and bring them closer to the real value 
in this market. Our aim is to eliminate most of the discount in the next 10 months. We 
are satisfied with the progress so far, the discount has been narrowed drastically, and 
the NAV and market value of the Fund are constantly converging – on both ends. It is 
best described by the next graph: 
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In 12 months period we managed to effectively reduce the discount from 76% to 49%. It 

is presented in the chart below: 

 

The Fund has a debt of 2.43 million EUR which is deducted from the assets value when 
calculating NAV. We are working on closing down the whole debt in the near future.  

 

 

 

 

FUND HOLDINGS 
 

1.  PLC Moraca (TITI) 

We have finally managed to take over the PLC Moraca in September 2015 and dismiss 
the previous management which was damaging the company aggressively. They have 
increased the salary expenses by 265,000 EUR last year and decreased the revenue by 
400,000 EUR. 

Current market value of the company is 5.1 million EUR. CEF Trend holds 66.68% of 
the company which is valued at 3.4 million EUR.   
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PLC Moraca assets: 

 

The company owns many valuable properties, majority of which is rented. It is the main 
source of revenue for TITI. When we replaced the previous management we found 
many irregularities. The company was managed irresponsibly – reflected in missing 
opportunities, signing unfavorable contracts with clients, not collecting receivables, 
irrationally increasing wages and expenses and so on. Our first goal was to start with 
“fat trimming” in order to bring costs to a more reasonable level, clean up toxic 
contracts, put pressure on existing clients to start paying regularly and also initiate new 
projects and start finding new clients and better deals.  

Total assets of the company were 24.7 million EUR as of 30.09.2015 while the total 
liabilities were only 108,200 EUR. Most of the asset value is derived from real estates 
which are valued at 23.3 million EUR. The company also has 763,095 EUR in 
receivables and cash, but most of these receivables are bad debt and their value will be 
reevaluated soon. We initiated the process of collecting them from debtors but since 
many of them went into bankruptcy the current value of the receivables is not realistic.  



Total revenue in first three quarters in 2015 was 834,470 EUR and net profit was slightly 
negative: -82,694 EUR. It is mostly result of the previous management negligence. 
There is a lot of room in cost efficiency improvement. Namely the total wage related 
costs in the first 3 quarters this year was 448,000 EUR which is way too high for this 
company, also the “other expenses” had a disruptive effect being 195,000 EUR.    

We have already started with the restructuring process. Our main goals are to decrease 
the costs and increase the revenue. We believe there are many opportunities and 
revenue sources which are not utilized. The land and buildings owned by the company 
are useful properties on attractive locations and should provide significant improvement 
in revenue with new rental deals and higher capacity utilization. We plan to renew and 
redecorate some of the properties, to make them more attractive in order to increase 
the value. Many of the properties are neglected but we believe that with small 
investments we can bring them back to life and provide additional revenue boost for the 
company.   

It should be mentioned that one of our main projects related to TITI is the construction 
of the 4MW solar power plant. If realized, the power plant will be able to sell the 
electricity for advantageous prices for renewable sources. It is still in the incubation 
phase but in perspective it could present a huge investment with meaningful returns.  

In our opinion, the entire unused potential which can be materialized can bring the value 
of the company up to at least 8-9 million EUR. If the process of profit optimizing through 
cost cutting and revenue boosts continue as planned we expect to see the increase in 
the company’s value soon.  

Furthermore, as a deciding shareholder, the Fund will mandate the management to use 
all excess cash to buy back own shares and/or distribute dividends, depending which of 
the two provides better return for shareholders, starting from 2016 onward.  

Our three year projections for TITI’s revenue and costs are given in the table bellow:  

 

 2015* 2016 2017 
Expected 
revenue 

1,100,000 EUR 1,100,000 EUR 1,200,000 EUR 

Expected costs 1,630,000 EUR 820,000 EUR 780,000 EUR 
 *there is one quarter remaining in the fiscal year 2015.  

Total costs in 2015 are much higher mostly due to expected receivables write-offs in the 
amount of approximately 530,000 EUR. Furthermore, compensation payments in 2015 
are 147,000 EUR. This is part of the restructuring plan which should give outcomes in 
terms of better cost efficiency in the near future.  



The projections of the future revenues are subject to further changes depending on the 
investment decisions and activities. As soon as the investment plans become more 
precise and probable, we will make the appropriate changes in the revenue projections.   

 

2. Trend Korali (TEKR) 

The second major holding of the CEF Trend is Trend Korali. It is a hotel complex 
located right on the beach in Sutomore. It has 330 rooms with 660 beds in three 
separate buildings, and its capacities were 26% filled in 2015 (the hotel is open only 
during the summer 6 months period).  

Hotel Korali in Sutomore: 

 

The company’s current market capitalization is 4.7 million EUR, owned 94.99% by CEF 
Trend. The total book value of the assets is 20.1 million EUR as of 30.09.2015. The 
major part of it lays in the value of the Hotel. The company has only 1 million EUR 
debts. 



TEKR was taken over in April 2015 so we were not able to do much on the revenue side 
of the company. Still, hotel had 13% more night-stays then planned, and 27% more than 
in 2014. Total revenue reported for the first three quarters in 2015 was 1.37 million 
EUR.  Given that the hotel South Sea was sold last year, this represents 16% increase 
on comparable part of 2014. However we have already started cutting down expenses 
and we expect to obtain the total reduction in costs of 180,000 EUR in 2015.  

There are three main catalysts and value drivers for TEKR:  

1. Management and personnel changes – we believe the previous management 
wasn’t managing the company in favor of the shareholders: the costs were 
increasing while the revenues were declining. Our new management and the 
new CEO which will be acquired this year, have two main tasks: cost cutting and 
revenue improvements. This year we will cut down the cost of wages, which 
represented as much as 49% of the total revenue in the last 12 months. We will 
start by releasing 15 extra workers. We believe this procedure will give strong 
results reflected in significantly lower expenses in the short run.  
 

2. Second value driver is the capacity utilization of the hotel out of the season. We 
are in negotiations with our important partner about a joint investment in the hotel 
with the idea to adapt one part of the hotel and make it attractive even off-
season. Besides this partnership, we intend to increase the pre-season and post-
season sales compared to previous years, mostly due to corrected prices for 
those periods. Furthermore, though our main partners are agencies from Czech 
Republic and Poland, we are talking to two large tour operators from Germany 
looking to increase their presence in Montenegro, and substitute some of the 
hotels they have on the long term lease in Turkey and Egypt, with capacities in 
Montenegro and Croatia. We believe this to be an excellent opportunity for the 
company. Finally, we are expecting better presence of Russian guests next year. 
 

3. The third catalyst is a project of direct investments in the hotel complex. We 
believe that with small investments we could directly increase the value of our 
offer which would lead to higher prices. With successful implementation of the 
plan the investments would be repaid relatively quickly.  

Future projections:  

 2015* 2016 2017 
Revenue 1,374,000 EUR 1,537,000 EUR 1,583,000 EUR 
Costs 1,394,000 EUR 1,136,000 EUR 1,158,000 EUR 
Net Profit 1,128,000 EUR 174,000 EUR 203,000 EUR 
*there is one quarter remaining in the fiscal year 2015.  



It is quite hard to estimate the real value of TEKR since the market is not liquid. Right 
now we are working on improving the business side, so that the DCF models give 
positive values of the company. This year the company made first profit in history due to 
the debt repayment at discount. Next year the hotel will have positive result from the 
core business for the first time.  

Given that the hotel is placed on the best part of Sutomore beach, this can be 
considered a prize property and there is a probability that a buyer would come and pay 
a huge premium to own it.  

 

 

3. Land in Ulcinj 

CEF Trend is the owner of 
160,070 squared meters of land 
in the coastal area in Ulcinj, the 
southern part of Montenegro. 
Right now the land has a book 
value of around 11 million EUR. 
We are doing the reevaluation 
every 6 months because the 
land vas valued at 13.9 million 
EUR by evaluators and we 
haven’t managed to obtain that 
price yet. Last time we brought 
the book value down to 11 
million from 13.4 million 
previously. Our plan is to bring 
the book value closer to the real 
value of the land as soon as 
possible, if the land is not sold. Our plan is to sell the land in next 18 months after 
obtaining the planning documentation which should increase its value. 

Meanwhile we are making monetization plans for the land. We are also looking for 
partnerships that can increase the probability of selling the land by investing in it or 
changing its structure. We believe that we can obtain the building permits and change 
the current use of the land by initiating investment projects which should bring that 
attractive location to life – this could increase the value of the land instantly. 
Nevertheless, it is a difficult and slow process with uncertain outcome at this point. As 
part of it, we have recently participated in an event organized by the American Chamber 



in Montenegro where we had a chance to speak with the Minister of Sustainable 
Development and Tourism regarding the possibilities of obtaining building permits for 
the Fund’s parcels. Also, for some time we are asking for better zoning of our parcels in 
the process of defining planning documentation, so that the value of the land can 
increase.  

One of the plans which have already been initiated is to build a small tourist village with 
temporary objects (bungalows) as we believe the location is suitable for such target 
clients. The idea is to initiate the project with a small investment in order to evaluate it 
after the first summer season – if the results are good we will continue with the 
expansion and more investments.  

Images of the land with the projected idea (bungalows) are presented in the text.  

 

 

4. Trend Invest AD Podgorica (QUER) 

Trend Invest is a company which is 100% owned by CEF Trend and which owns land in 
Zagreb of 33,263 squared meters in size. This land was bought in 2009 for the price of 
5 million euros, but right now this value is more than overestimated.  

Nine months ago we hired one of the best real estate agencies in Zagreb in order to 
manage the whole selling process. Although the location is attractive (in Zapresic) and 
well connected to Zagreb downtown, in the first nine months we haven’t found a buyer. 
Afterwards we decided to divide the land into more parcels, that procedure is under way 
- once finished we believe it will make it easier to sell the whole lend parcel by parcel.  

The agency that is in charge of the process has estimated the value of the land at 1.5 – 
3.0 million euros, believing that after the division the total selling revenue could reach 
those levels. Furthermore, one of the possibilities is to invest the funds obtained from 
selling some parcels into projects on the remaining parcels. Nevertheless, at this point 
we don’t intend to do so as our main goal is to sell the land. It will happen only if we 
estimate that this option can increase the probability of selling the properties more 
quickly for the fair price.  Our plan is to sell the land and liquidate QUER in the next 12 
months. When the land is sold the cash will be distributed to the Fund’s shareholders in 
form of capital payouts. 

 

  

 



DIVIDEND POLICY  

 
In 2016 we plan to initiate the share-repurchase program in TITI, by doing that we will 
increase our share in the company. Also, at the end of this year and beginning of 2016 
we have the takeover/squeeze out plans in TEKR – we want to own 100% of the shares 
at an average price of 1.03 EUR per share, or 4.8 million in total valuation. By doing that 
we are buying 5% of the company for a great price and taking full control and easier 
decision making.  

In 2017 TEKR will start repurchasing its own shares with the excess cash, having in 
mind that CEF Trend will be the only shareholder, the money will be transferred to the 
Fund.   

TITI will start paying dividends in 2017. Starting from 2017 we plan to initiate the 
dividend payout program in CEF Trend where all dividends and cash income will be 
paid out to the Fund’s shareholders in terms of dividends. Our long-term plan is to keep 
the dividend payments steady. 


