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Foreword

Dear business partners and friends,
You are reading the activity report of DRFG Investment
Group. The report introduces all the business units and
evaluates 2016 and the first half of 2017, a period in
which we continued to focus primarily on real estate,
telecommunications and finance. We have expanded
our portfolio with some major acquisitions that have
strengthened our market position and reinforced the
reputation of DRFG as a strong partner.
In the real estate segment, we were most active in
South Bohemia, specifically in České Budějovice, where
we acquired a major commercial and entertainment
park as well as a set of four buildings in the very heart of the city in the main pedestrian zone. These two
projects alone represent an investment of approximately CZK 750 million. Another major acquisition was the
Paráda shopping centre in Hodonín.
6

have been managed by DRFG Foundation. Through it,
we organise the Meeting Brno international festival, the
Financial Literacy for Schools project, and the Start the
Right Way project aimed at children from incomplete families and orphanages. DRFG also supports the
Domov Horizont social facility in Kyjov for people suffering from serious physical or mental disabilities, and
the Hand for Life association that assists people with
serious disabilities, the Klokánek children’s facility in
Brno, a local social services provider in Brno, and the
Brno Diocesan Charity.
Our partnership with the Kometa ice hockey team has
brought us a much-desired champions title. At the beginning, I said we wanted to see Kometa win its 12th
title, and we accomplished this. However, having seen
this dream come true, we set another goal. A 13th title
would put Kometa in a unique position in the historic achievement tables, making it the most successful Czech ice hockey club ever. So, our partnership
with Kometa has not ended with the achievement of
the original goal, and we are looking forward to more
great experiences in the upcoming ice hockey season.
In the culture domain, we continue to support the
JazzFestBrno international music festival. The festival
has a tradition of attracting the world’s most accomplished jazz musicians, and this year was no exception, with guests including Chick Corea, a winner of 22
Grammy awards. In the autumn, the festival will take
place in the DRFG Arena for the first time, featuring
Diana Krall. We are also happy to support the expeditions of explorer Jiří Kolbaba.
Over the reported period, we have significantly strengthened our position in key business areas. We have
recorded an improvement in all key indicators – assets,
equity, revenue and profit. This development of the
DRFG financial group has earned us respect but, most
importantly, opens the door to further attractive opportunities and strong partnerships. Read on to find
out more about our activities and plans, especially in
interviews with our group’s key people. Let me express
my gratitude not only to them but also to all our employees, business partners, and - primarily - our clients
for their trust, and to wish all of you every success in the
coming period.

The Cukrovar commercial zone where the centre is
located has consistently been among the top three busiest South Moravian commercial zones. We also invested in a polyclinic in Vyškov and retail parks in Kyjov and
Letovice. Overall, we manage a portfolio of real estate
assets with a total value in excess of CZK 2.2 billion,
and plan to continue expanding it significantly. DRFG
Real Estate has become a major respected player on
the Czech real estate market.
In the field of investment funds, our DRFG AIF Real
Estate Fund has been gaining popularity. Over the past
year, it recorded the best results of all comparable
funds on the domestic market, with a yield of 5.04%
for its clients. We established the Real Estate Fund only
last year with initial assets valued at CZK 210 million,
growing the portfolio to CZK 963 million within a year.
By the end of 2017, we expect to approach CZK 1.5 billion. Besides the highly successful Real Estate Fund, we
continue to develop our DRFG UCITS Bond Fund that
has also shown superior performance than its peers.
Another major step for DRFG was the acquisition of a
minority stake in ANO Credit Union.
Suntel Group, our asset in the telecommunications
sector, continued with the successful expansion of its
international activities. It confirmed its strong position
in Switzerland, for example, where the company won
a long-anticipated public tender from the Salt mobile
operator, and is also delivering an LTE network upgrade for Swisscom, Switzerland’s largest mobile operator.
Suntel Group has also won major contracts in Germany,
Slovakia and on its home market. The company continues to consolidate multiple local ISPs under the Suntel
Net brand. After a series of acquisitions, Suntel Net has
become the third largest ISP in Moravia, serving more
than 30,000 households and businesses. By the end of
2017, we expect to reach 100,000 customers and become the regional leader.
We are also pleased with the success of DRFG Medical
and the expansion of the Na Zdraví pharmacy chain.
We currently operate 15 pharmacies across the Czech
Republic and are planning to increase the number to 25
by the end of the year. 2017 will therefore mark a major
step towards achieving our long-term goal of becoming
the number three player on the Czech market.
Since its inception, our investment group has supported publicly beneficial projects, talented individuals
and charity initiatives. Since last year, these activities

David Rusňák
Chairman of the Board and majority shareholder
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DRFG
Investment
Group
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DRFG Investment Group creates value through
investments in equity interests in promising
companies and projects.
We prefer investments into real estate,
telecommunications, and financial services.
We focus also on energy and health care projects.
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of companies controlled
by the DRFG group

Key performance
indicators
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Consolidated and audited results for 2016
(all figures in CZK thousand)

2 648 616
Assets

1 021 709
Revenue

162 246
EBITDA
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Total revenue
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3 500 mil. CZK
3 000 mil. CZK
2 500 mil. CZK

2 065 mil. CZK

2 000 mil. CZK
1 500 mil. CZK
1 000 mil. CZK

1 022 mil. CZK
590 mil. CZK

500 mil. CZK
0 mil. CZK

2015

2016
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2017

Total assets and equity
3 500 mil. CZK

3 200 mil. CZK

3 000 mil. CZK

2 649 mil. CZK

2 500 mil. CZK
2 000 mil. CZK
1 500 mil. CZK

1 385 mil. CZK

1 000 mil. CZK
500 mil. CZK
0 mil. CZK

314 mil. CZK

505 mil. CZK

2015

2016
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610 mil. CZK

2017

Revenue structure in 2016
Real Estate
425 mil. CZK
42 %
Other
64 mil. CZK
Finance
43 mil. CZK
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Health Care
54 mil. CZK

6%
4%
23 %

5%

Telecommunications
238 mil. CZK

20 %

Energy
198 mil. CZK

In 2016, DRFG reported consolidated revenue in excess of CZK 1
billion. This represented a substantial
year-on-year increase of 70% over
2015. The real estate and telecommunications business accounted
for the largest share of the revenue.
These two divisions alone account
for 65% of total revenues, exceeding
CZK 660 million.

Revenue structure in 2017
Real Estate
850 mil. CZK

Other
35 mil. CZK
2%
Finance
80 mil. CZK
Health Care
150 mil. CZK
2%
Energy
50 mil. CZK

41 %

4%
7%
44 %
Telecommunications
900 mil. CZK
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Revenue is set to continue
growing in 2017. In the real estate business, the group is working on new
commercial project acquisitions. The
telecommunications division continues to consolidate ISPs. Real estate
and telecommunications are becoming key segments, accounting for
85% of the group’s total revenue.

Total assets structure 2016

Real Estate

At the end of 2016, the group
controlled total consolidated assets
valued at over CZK 2.6 billion. This is
nearly double the figure for 2015.

45 %

Other

10 %

5%

Gallery 2 %
Finance

14 %

20 %

Telecommunications
Energy

4% Health Care

Total assets structure 2017
Real Estate

In view of the continuing expansion in 2017, we expect further substantial growth in total assets.

56 %

13 %
Other
Gallery 2 %

8%
15 %
Finance

5%

Telecommunications

1 % Energy
Health Care
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EBITDA
250 mil. CZK

214 mil. CZK

200 mil. CZK

162 mil. CZK

EBITDA exceeded CZK 160 million in 2016, nearly triple the value
reported in 2015.

150 mil. CZK

In 2017, the indicator is expected to grow further to more
than CZK 210 million.

100 mil. CZK
50 mil. CZK
0 mil. CZK

2015

2016

2017
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Indebtedness and leverage

6,0

82 %

5,0

80 %

4,0

78 %

3,0
76 %

2,0

74 %
72 %

2015

1,0

2016
Indebtedness

2017
Leverage

19

0,0

Overall indebtedness level hovers around a leverage of 5. This is a
normal value considering the age of
the group, its dynamic development,
and key investment areas. Real estate and telecommunications have
been rather conservative industries
that generate stable cashflow in the
long run.
From the long-term perspective, equity is expected to grow
while total indebtedness is expected to decrease over time.

Consolidated Financial Statements
Consolidated Balance Sheet as of 31 December 2016
Total assets
A

Receivable for subscribed capital

B

Fixed assetsk

2015

2 648 616

1 384 877

0

0

1 532 720

719 701

B

I

Intangible fixed assets

153 399

148 294

B

Tangible fixed assets

674 770

185 445

B

II
III

Long-term financial assets

485 672

376 043

B

IV

Negative consolidation balance

-65 646

-68 014

B

V

Positive consolidation balance

284 524

77 933

1 077 968

656 913

79 796

55 105

775 466

428 962

C
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2016

Current assets

C

I

Inventory

C

II

Receivables

C

II

1.

Long-term receivables

55 869

170 816

C

II

2.

Short-term receivables

719 597

258 146

C

III

Short-term financial assets

0

0

C

IV

Cash

222 706

172 846

37 929

8 264

D

Accrued assets

Total liabilities and equity
A

Equity

2016

2015

2 648 616

1 384 877

505 056

340 578

2 100

2 100

407 786

266 653

A

I

Subscribed capital

A

II

Share premium and reserves

A

III

Reserves from profit

13 150

13 210

A

IV

Prior period retained earnings (+/-)

32 257

35 310

A

V

Current period earnings (+/-)

38 866

-770

A

VI

Minority interest

10 897

24 076

B

+

2 093 272

1 037 670

0

0

2 093 272

1 037 670

C

Liabilities (external resources)

B

Provisions

B

Payables

C

I

Long-term liabilities

1 954 159

885 648

C

II

Short-term liabilities

139 114

152 022

50 288

6 629

D

Accruals
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Consolidated Profit/Loss Statement for 2016
2016

2015

I

Product and services revenue

407 721

313 660

II

Sales of goods

69 486

19 435

A

Consumption

498 300

338 977

B

Change in inventory from own activities (products) (+/-)

-3 545

-760

C

Capitalisation

-237

0

D

Personnel costs

76 391

54 614

E

Valuation adjustments in operating area

29 318

18 465

Other operating income

43 547

34 203

Ostatní provozní náklady

37 971

39 968

-117 443

-83 966

367 097

0

1 988

0

123 571

97 050

229 773

20 613

7 920

1 981

125

-390

76 623

32 673

2 367

123 593

10 903

79 674

181 792

90 054

6 487

9 328

6 443

9 453

44

-125

57 612

-3 239

0

0

57 612

-3 239

3 952

3 871

-16 343

-7 506

-6 355

6 103

38 866

-770

162 246

54 855

III
F

Consolidated net operating income
IV
G

Revenue from non-current financial assets - equity interests
Expenses for interests sold

V
H

Revenue from other non-current financial assets
Expenses associated with other non-current financial assets

VI

Interest revenue and other such revenue

I

Adjustments to provisions in financial area

J

Interest expense and other such expense
VII

K

Other financial revenue
Other financial expenses
Financing net income (+/-)

L

Income tax

L

1.

Income tax due

L

2.

Income tax deferred (+/-)

**
M

Net income after tax (+/-)
Transfer of interest in net income to equity interest holders
Net income for period (+/-)

N

Clearance of negative consolidation balance

O

Clearance of positive consolidation balance

P

Net income from minority interest
Consolidated net income for the period (+/-)
EBITDA
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group

People
in the
DRFG

Board of Directors
David Rusňák
Chairman of the Board and majority shareholder, DRFG a. s.

Pavel Iványi
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Executive Director, DRFG a.s.

Petr Kuběna
Board Member, DRFG a.s.

Břetislav Hrabě
Board Member, DRFG a.s.

Founder of DRFG Investment Group.
In 2011, DRFG a.s. became the parent company of all the companies in
which David held majority interests. Today, he drives the further evolution
of the group and identifies new investment opportunities.

A seasoned executive with international experience.
Pavel previously worked for KLM and ABN AMRO in the Netherlands, and
later for Van Gansewinkel as CEO and Chairman of the Board responsible for
the Czech market. He held the same position at G4S and AB Facility. Pavel
has a doctoral degree in law from University of Amsterdam and obtained an
MBA at the Rotterdam School of Management. One of Pavel’s notable initiatives outside his business activities was to establish the International School
of Brno, where he serves as the Chairman of the Board of Governors.

Petr is responsible for communication with clients and business partners,
leveraging his more than 25 years of experience in engineering and sales.
Petr previously worked at Morávka Centrum, a.s., a company in the ŽS Brno, a.s.
group (now OHL ŽS Brno, a.s.) where he was involved in the planning, construction and day-to-day operations of the multi-functional M-Palác building
in Brno. He played a pivotal role in the construction of the tallest building in the
Czech Republic, AZ Tower, and significantly contributed towards the development of the popular Brno-based Petrov radio station.

As the director of DRFG Finance, Břetislav is fully responsible for the
group’s activities in the financial sector.
Břetislav has a degree in Commercial Law from the European Polytechnic
Institute. He previously worked as a corporate banker at GE Money Bank
and at the now defunct eBank. He subsequently held managerial and
executive positions at AWD Česká republika (now Swiss Life Select) and
Broker Consulting. He was CEO of FinFin from 2014, and in January 2016
took up the post of CEO of DRFG Finance, which controls the complete
DRFG financial distribution.

24

Supervisory Board
Petra
Rusňáková
Chairperson of the Supervisory
Board, DRFG a.s.

Martin Toncar
Member of the Supervisory Board,
DRFG a.s.

Marian
Vařečka
Member of the Supervisory Board,
DRFG a.s.

Petra is a member of the statutory bodies of Teplárny Brno,
Technologický Park Brno, DRFG, and UNIFER.
Petra Rusňáková has devoted her career to the travel industry and pedagogical activities in academia. She managed a luxury hotel in the centre
of Brno for eight years. She is an external lecturer at Mendel University
in Brno. She also sits on the assessment committee for bachelor’s degree
exams at the Faculty of Business and Management of the Brno University
of Technology. She lectured in the doctoral program at the Law Faculty
of Masaryk University in Brno for several years. Petra received the title of
Doctor of Law and a Ph.D. from the same faculty.
Since 2014 she has been a member of Brno City Assembly and a member
of Brno City Council for the ANO political movement. She is responsible for Brno’s tourism and marketing agenda. Moreover, she holds the
post of deputy chairperson of the city’s Education Commission and the
Organisational and Public Administration Openness Commission.

Martin is a co-founder of the DRFG group, Compass Communication,
Compass Consulting Service, Cloud Technologies, and UNIFER, where
he is also active as a coach.
Martin has been active in information technology for more than 10 years.
Previously, he worked in telecommunications infrastructure construction.
Martin studied bio-cybernetics and artificial intelligence. He devotes his spare
time to rafting, and is an instructor. He organises expeditions to South America
and the Wave international water sports festival, among other activities..

Marian is an attorney-at-law working for DRFG Investment Group
on a long-term basis.
Marian provides legal counsel services to companies within the group,
including representation in proceedings before administrative authorities
and courts. He graduated from the Law Faculty of Palacký University
in Olomouc. As an attorney-at-law, he specialises in corporate law and
capital markets law.
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Management
Josef Eim
Investment Funds Director
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Roman
Řezníček
Head of the Telecommunications
Division

Patrik Tuza
Head of the Real Estate Division

Josef is responsible for the management of investment funds within
the DRFG group.
In his role, Josef leverages his legal expertise related to investments as well
as his hands-on experience with active fund management that he acquired
while working for the Liechtenstein-based Vega FX fund. He is an executive director and partner at DRFG Invest II. s.r.o. He is also responsible for
Proprietary Trading activities of the DRFG group.
Josef studied at the Law Faculty and Faculty of Economics and
Administration of Masaryk University, as well as at The London School of
Economics and Political Science.

Roman is responsible for the telecommunications business, one of
the three core investment areas of the DRFG group.
Roman has been active in the telecommunications sector for more than
17 years. Over that time, he has built one of the most successful companies in the sector, operating on the Czech, Slovak, Swiss, German, and
Austrian markets. The company provides Full Turnkey services in the construction, upgrade and maintenance of telecommunications networks.
Suntel Group is recording double-digit annual growth. Roman Řezníček is
a shareholder and executive director at DRFG TELCO s.r.o. Currently, he
focuses on further international expansion and acquisitions of local ISPs.

Patrik is responsible for the creation and management of a portfolio of yield-driven real estate assets within DRFG Real Estate. At the
same time, he manages A PLUS, a renowned Brno-based architecture, design and development company as statutory director.
Patrik studied engineering construction in Brno, and later economy and
management at The Open University Business School in the UK. He has
worked in the construction and real estate industry for more than 12
years. Prior to that, he was involved in the design and construction of
sea-going yachts in the Netherlands and Finland.

Pavel Svoreň
Head of the Energy Division

Pavel manages the group’s projects in the energy sector, primarily
in heat generation, power generation from renewables, and waste
management.
Pavel is an executive director and partner at DRFG ENERGY s.r.o. He
acquired his professional experience at the SPP gas company, at the
Czech Ministry of Industry and Trade, and the Czech embassy in Tallinn,
Estonia. He has a degree in Energy Security from Masaryk University and
studied at Tallinn University in Estonia.
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Vendula
Macková
Financial Director

Rudolf
Matějka
Head of the Medical Division

David Macek
Executive Director of DRFG
Foundation

Ondřej Surka
Acquisitions of new companies

Vendula is responsible for the economic and financial stability of
the DRFG group.
Vendula manages the financial department of DRFG. She has been active
in the tax and accounting field for more than 12 years. She studied at the
Silesian University in Opava and the Technical University in Brno. She is a
member of the Czech Chamber of Tax Advisors and gained extensive experience in tax and accounting advisory working for the tax department
of KPMG Czech Republic for more than 5 years.

Rudolf is developing the Na zdraví pharmacy chain in the DRFG Medical
division.
Rudolf Matějka has been active in the health care sector since 1993. Leveraging
his academic background, he established a software company called softwarehouse, which developed and supplied SW for the health care sector. His IT
solutions were used by hundreds of pharmacies, more than 75% of the Czech
Republic’s transfusion stations, as well as medical material warehouses, among
others. After ten years of running the business, he sold his activities to Phoenix, a
multinational group, which he also joined as the head of the IT division.
From 2008, he was Chairman of the Board of the Pharmaland pharmacy
chain, which was later rebranded to Benu. He managed to consolidate the
company completely within two years and turn it into a strong brand. He
always strives to “drive the game”, achieve a competitive advantage, and then
lever it to create a sustainable revenue stream.

In his public initiatives, David primarily focuses on establishing and
developing partnerships between Czech, Italian, Lichtenstein and
German entities.
David is a sociologist, therapist, regional representative, and university lecturer. He studied sociology and social work at Masaryk University
in Brno, and studied marriage and family at the Pontifical John Paul II
Institute at the Lateran University in the Vatican where he also lectured as
a guest professor. David is a co-organiser of the Meeting Brno festival, and
a member of the Social Issues Group at the Czech Bishops’ Conference.

In his role within DRFG, Ondřej is responsible for acquisitions of new
companies, and is currently focusing on the telecommunications sector.
He studied at the University of Economics in Prague and Mendel University
in Brno, with a study visit to Sydney, Australia. Ondřej specialises in corporate
finance, the creation of financial models and deal structuring.
27
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David Rusňák
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Chairman of the Board and majority
shareholder of DRFG a. s.
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Pavel Iványi
Executive Director, DRFG a.s.
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Petr Kuběna
Board Member, DRFG a.s.
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Břetislav Hrabě
Board Member, DRFG a.s.
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Petra Rusňáková

Chairperson of the Supervisory Board, DRFG a.s.

35

DRFG Activity Report 30/6/2017

Martin Toncar

Marian Vařečka

Roman Řezníček

Vendula Macková

Member of the Supervisory Board,
DRFG a.s.

Head of the Telecommunications
Division

Member of the Supervisory Board,
DRFG a.s.

Financial Director
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Josef Eim

Investment Funds Director

Pavel Svoreň

Patrik Tuza

Head of the Energy Division

Head of the Real Estate Division

Rudolf Matějka

David Macek

Head of the Medical Division

Director, DRFG Foundation
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Ondřej Surka

Acquisitions of new companies
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in 2017

Our
Investments
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DRFG Real Estate
has become a major
player on the Czech
real estate market.
Patrik Tuza
Patrik is responsible for the creation and management
of a portfolio of yield-driven real estate assets within
DRFG Real Estate. At the same time, he actively manages A PLUS, a renowned Brno-based architecture, design and development company. “We previously examined buildings for potential acquisition with our eyes only,
but now look at them as if we had X-ray vision,” he says
about a new technology revolutionizing the industry. The
experience and resources of A PLUS help DRFG Real Estate
identify new opportunities and manage and reconstruct
existing real estate assets.
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What were the milestones for
DRFG Real Estate last year?
Before I start talking about new
acquisitions, let me mention another
type of investment – investment into
human resources. Over the past year,
we devoted a lot of effort to integrating A PLUS into the DRFG Real Estate
business structure, to the benefit of
both parties. We also had to invest
in our software base. This investment
can be summarised in three letters:
BIM. Building Information Modelling
is a technological revolution in building design and management comparable to the switch from a drawing
board to CAD systems. All the major
players in the industry must cross this
line. Those who fail to adopt the technology will be condemned to lesser
projects. We, however, are gaining a
position among the large players on
the real estate market, and want to
focus on industrial technology development and office parks, and so we
need to train our staff to be able to

provide the level of services expected
from large companies on the international market as standard.
What is so revolutionary about BIM
software?
It is a technological leap, a new
approach to design and the overall
style of work. Until now, 2D software
was the standard, but BIM introduces
a full-fledged 3D environment where
all professions can work on the same
model simultaneously. If a builder moves an interior wall, all the other technologies will be adjusted accordingly
and all his colleagues instantly know
what the change will mean from the
perspective of the entire building. This
internal integration is on a completely
different level than what previous systems could offer. It is also significant
for the management of the DRFG
Real Estate portfolio. Whether we are
dealing with a greenfield or a brownfield project, the software will export
a complete inventory of the technology in the building down to the last
light switch, complete with current
operating status, value and the estimated service life of each element. To
illustrate the advance, I could compare the jump between the old and new
software to examining a building on a
photo and on an X-ray image.
I imagine such software represents a substantial investment…
are right. We have invested a
large amount of money in software
licences and have had to upgrade
our hardware at the same time. The
introduction of the new software is
accompanied by a series of training
sessions to master the system.
Have you used this modern technology for real-world projects?
We have two pilot projects, one
for a customer in Znojmo, the other
in the DRFG Real Estate portfolio – the
reconstruction and completion of the
ProStorage facility in Prague.

A year ago, you said that new
acquisitions should be targeted at
the retail and light industry segments. Is this still the plan?
Yes, it is. I would only add logistics to the list.
So, what have your new acquisitions been over the past year?
We acquired four buildings on
Lannova Street in the heart of České
Budějovice for our portfolio. These
are buildings with respected tenants
in the city’s central pedestrian zone.
It is a great location, and they are
very lucrative assets for an investor.
In addition, there is an attractive
opportunity to build flats and offices on the upper floors. The growth
in e-shopping is being accompanied
by a similar growth in the need for
logistics and transport, and so we
are also exploring this segment. At
the moment, we are negotiating the
purchase of three large logistics facilities in Central and West Bohemia.
Altogether, we are managing a portfolio with a total value in excess of
CZK 2.2 billion, the majority of which
we have acquired over the past year.
Next year, we plan to invest approximately CZK 2.5 billion. We can thus
say – without the least exaggeration
– that DRFG Real Estate has become a
major player on the Czech real estate
market. Our real estate fund recorded the best results of all comparable
funds on the local market last year.
The 5.04% yield must have warmed
the heart of every investor. I believe
we will be able to maintain this performance. We have recently partnered
with OKIN Facility a.s., an established
facility management company for
large players on the real estate market. There were multiple such well-regarded companies in the tender, and
we are pleased that such established
companies are eager to work with us.
It is also proof that DRFG Real Estate
has made a great leap forward since
its establishment.
41

DRFG also earlier revealed a plan
to acquire a major shopping centre, Futurum in Brno. Is this still
current?
No, nothing has changed. We
are interested in the asset and are negotiating the final purchase price. We
carefully assessed a series of analyses
and have a clear plan for Futurum’s
future development. We are definitely not going to just buy the centre and leave it as it is, because that
would turn out to be detrimental in
a few years’ time. We at DRFG Real
Estate always strive to create added
value. We need to not only make a
good deal, but also to take proper
care of the asset, because if you stop
looking after property, you eventually
lose it. A portfolio must be constantly
managed.
You have partnered with the
Natland investment group. How
will the partnership work?
We founded a joint group called
Czech Private Capital. DRFG Real
Estate will continue to manage the
investments and subsequently the
buildings with the aim of eventually
including them in the real estate fund.
We expect a capital boost from the
Natland partnership.
Both A PLUS and DRFG are involved
in the construction of a new ice
hockey arena in the Za Lužánkami
location in Brno. We cannot but
ask what the current status is.
The venue concept has evolved
towards a multipurpose one so that
it will serve not only for ice hockey
but also other sports and cultural
events. Brno is currently sorting out
land ownership issues. A municipal
and regional impact assessment has
been drawn up that we will adhere to
from now on. Preparations are making slow but steady progress. The
goal is for Kometa Brno to start the
2021/2022 ice hockey season in a new
Za Lužánkami stadium.
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A Plus

real estate

A PLUS is an internationally recognised architecture studio founded in
1991. Its projects have received eight Building of the Year awards and other
international recognition. Its founders’ mission is to design cutting-edge
contemporary architecture for Brno, a goal A PLUS has been successful
at achieving. They have authored CEITEC, the Masaryk University campus,
and the Moravian Land Archive building, to mention but a few. To date,
nearly CZK 20 billion has been invested in projects designed by A PLUS. The
company is known for its high-tech signature style.
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OC Lannova
České Budějovice

real estate

A complex of four buildings that were fully reconstructed in 2011, located in the main pedestrian zone in České Budějovice. Lannova Street is a
busy boulevard welcoming more than 15,000 visitors per day. The leasable
floor space is 10,000 square metres. The tenants include Marks & Spencer,
H&M, New Yorker, Equa Bank, Tiger Stores and others.
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To quote a famous Czech literary figure: “Everyone would want to live
in České Budějovice.” Why not? It is a great place set in picturesque landscape on the Vltava river with a complete set of services within easy reach.
DRFG Real Estate operates a new retail park with lucrative tenants
to the north-west of the city centre, in the direction of Hluboká castle.
The nearly 7,000 square metres of floor space are occupied by big-brand
retailers such as Mountfield, Planeo Elektro, Phase sofas, Funpark Panda,
Auto Kelly, Vekra, Super Pet centrum, and ProSpánek. The facility houses a
popular restaurant and other services.
There are 170 parking places available for customers at the retail park,
while more major retail outlets such as Globus, Kauﬂand, and KFC are located nearby. Kika, a leading furniture retailer, is building an outlet in close
proximity.
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real estate

Retail Park
České Budějovice
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Retail Arena
Chodov

real estate

This facility is strategically located right next to the D1 motorway near
an exit to Prague. It is leased by Deca Sport for a retail outlet of the largest
European sports equipment brand – Decathlon. Other tenants include
Baumax – offices, the sanitary ware retailer Wärme, and GOLF-HOUSE, the
largest German golf equipment retailer.
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This building, in the very centre of Brno, offers a combination of
administrative and retail space with a total floor area of 2,330 square
metres. Currently, it is occupied by strong market players, such as the
fashion retailer New Yorker and the consultants PricewaterhouseCoopers.
Freedom Square (Náměstí Svobody), formerly known as Lower
Square, is the largest and oldest square in the historic part of Brno, dating
back to the 13th century. The current state of the square dates mostly to
the era of major redevelopment in Brno in the 19th and 20th centuries. At
that time, probably around 1860, the building at number 20 was erected,
then an residential building with a hardware store run by Eduard Till. The
building was owned by the family until confiscation in 1950. After that, a
car parts store was created on the ground floor for the state-owned company Mototechna. The building has undergone multiple modifications,
the most notable being one in the 1930s by architect Norbert Troller and
a major renovation in 1998.
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real estate

20 Náměstí Svobody
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OC Paráda Hodonín

real estate

Another major acquisition by DRFG Real Estate was the Paráda
Hodonín shopping centre in the Cukrovar commercial zone. Its 4,000
square metres of floor space with tenants such as Mountfield, dm drogerie, Pompo and Sportisimo ideally complements the established shopping
zone with retail chains including Lidl, Albert, UNI Hobby, Penny and
Kauﬂand. The Cukrovar commercial zone has long been among the top
three busiest South Moravian commercial zones. The centre has been fully leased out since it opened.
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Retail Park Vyškov

real estate

Retail Park Vyškov is a popular shopping destination for the inhabitants of Vyškov. It forms an ideal symbiosis with the grocery stores in the
neighbourhood, complementing their ranges. The retail park offers an area
of 3,500 square metres for lease. Key tenants include the OKAY electronics
chain, Mountfield, and Oresi. The size of the facility and tenant structure
match the typical DRFG portfolio projects.
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ProStorage

real estate

The facility with a total area of 15,693 square metres is located in V
Chotejně Street close to Průmyslová Street, which connects major traffic
routes in Prague. It offers a balanced combination of production, warehouse and administrative facilities suitable for smaller manufacturing as
well as trading companies. The site has already undergone the first stage
of reconstruction. The greatly diversified structure of smaller tenants reduces the risks associated with the investment and make the project an
investment with interesting returns.
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Vyškov polyclinic

real estate

The premises of Poliklinika Vyškov s.r.o., an outpatient clinic formerly
constituted part of the local hospital. The facility is located in immediate
proximity to the hospital. More than a half of the 30 tenants are physicians
with differing specialisations. The building offers 1,800 square metres of
floor space to lease and an adjacent parking lot with 32 parking places.
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Nový Tuzex

real estate

A multi-storey retail facility located in immediate proximity to the
Brno Exhibition Grounds. The total area of 4,621 square metres is shared
between approximately 30 tenants operating in construction, interior design and furniture retail, such as Phase, a couch retailer, and sports retailers such as Golfprofi and Scott Sport. The building dates from the end of
the 1980s, and its original purpose was to sell the then latest Czech car model – the Škoda Favorit. However, it did not serve this purpose for very long,
as the Velvet Revolution came about, after which the building retained
only its name. Nový Tuzex now represents the nucleus for the further development of the Brno Exhibition Grounds site.

61

62

DRFG Activity Report 30/6/2017

Eden Královo Pole

real estate

This small retail centre is located in immediate proximity to Eden, a
multi-purpose residential building in Purkyňova Street, just a few minutes
from Technology Park. The entire 894-square metre floor space is leased.
The retail centre houses seven stores and two restaurants. Brno’s Královo
Pole district is something like a second centre for Brno with a high
population density.
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Letovice

real estate

This newly built facility is leased to the Teta drugstore chain and complements other shopping opportunities in the Letovice “one stop” retail
destination with Penny / KiK textile outlets. Its key advantage is its central
location by the busy Svitavy-Brno road with traffic levels of approximately
10,000 cars per day.

65

66

DRFG Activity Report 30/6/2017

Retail Park Kyjov

real estate

This retail park, with 1,000 square metres of floor space located in the
very heart of moravské Slovácko, just a few steps from the historic centre
of Kyjov, has now served customers for six years.
Retail Park Kyjov hosts retail outlets including OKAY home appliances,
Pompo toys, the Černá Hora brewery and others. The retail park is right
next to the Penny Market grocery retailer, which ideally complements the
park’s shopping options. The quiet location by Brandlova Street therefore
promises a predictable flow of customers.
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JYSK
Jindřichův Hradec

real estate

This building, with an area of 1,551 square metres, houses the JYSK furniture retailer and the PEPCO fashion, toys and home accessories retailer.
The building is located near a major road leading to the South Bohemian
town of Jindřichův Hradec. The town has 22,000 inhabitants and serves
as the district’s administrative centre with thousands of people from the
surrounding area commuting to the town for work and to deal with official
matters.
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JYSK
Písek

real estate

The 1,110-square metre facility houses a JYSK chain retail store. It is
located in a lively area near one of the main roads leading to Písek. Písek,
with a population of 30,000, is one of the most attractive South Bohemian
tourist destinations in the summer season. Písek is also highly valued as a
place for business – for instance, it placed first among South Bohemian
towns in a 2013 ranking by the prestigious EKONOM weekly.
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JYSK
Vyškov

real estate

This 1,075-square metre facility is occupied by the JYSK furniture retailer. The single-storey building is located by the main road to the town.
Vyškov is in South Moravia and is a district town with more than 21,000
inhabitants.
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JYSK
Mělník

real estate

This facility, with the JYSK furniture and household accessory retailer
as the only tenant, offers a floor space of 1,100 square metres. The building
is located near other retail centres. Mělník, with nearly 20,000 inhabitants,
is a district town. The Mělník district with 104,000 inhabitants is one of
six districts in the Central Bohemia region with a population larger than
100,000.
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Retail Centre Aš

real estate

This facility, in the West Bohemian town of Aš and with a floor space of 2,667 square metres, is currently occupied by six tenants. Its main
advantages include a neighbouring hypermarket, its proximity to the
Czech-German border, and the structure of its tenants, including stable
retail chains such as KiK, PEPCO, Elektro Expert and Teta drugstores. A
large parking lot is located in the central part of the site, with the shopping
centre retail units surrounding it in an ‘L’ shape. The varied structure of the
tenants makes the centre one of the most popular shopping destinations
in the region.
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Podchřibí Farm

real estate

The company’s strategy is to acquire, consolidate and maintain quality agricultural land over the long term, with expected appreciation over
time. We also increase the value of the investment through our own ecological agricultural activity focusing on “organic” quality and by renting land
to other private entities.
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Size matters if you want to keep pace in
this digital era
Roman Řezníček

“We are definitely part of a major digital revolution, yet it
is one most people fail to realize. The way we learn, work,
and spend free time is bound to change fundamentally in
the near future. And telecommunications will play a crucial role in enabling these revolutionary changes. I cannot
wait for that to happen,” says Roman Řezníček, a partner in DRFG TELCO and CEO of Suntel, about the future
development of the telecommunications industry.
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Suntel is headquartered in a new
administrative and logistics centre in Zlín. How has the centre
facilitated the provision of your
services?
The main benefit of relocating
to the new office building for us is the
improved effective management of
the people who are key to achieving
our goals. Communication among
people must be fast and effective,
which applies in the telecommunications business more than anywhere
else. All teams are now located to
facilitate the most effective mutual
communication and decision-making. The new centre, with 550 square
metres of office space and 450 square metres of storage space, meets
the stringent criteria that we set at
the very beginning. In addition, all
the offices enjoy more natural light,
all are air-conditioned, and the entire building is environmentally friendly
as it uses a heat pump for heating
and air conditioning. Customers will
notice the change, too, as we can
now process their orders faster. Highsecurity storage for both digital data
and telecommunications hardware is
a matter of course.
Suntel was very successful internationally last year. How did you
expand your services?
We did exceptionally well in
other countries last year, and the
trend has continued this year. Talking
in figures, our international revenue
has been growing by approximately
50% year by year. We have won a long-anticipated public tender called by
the Salt mobile carrier. This is going
to be a “full turnkey” project in which
we will upgrade the client’s networks
together with two other suppliers.
The project includes technology,
acquisition, and construction parts.
At the moment, we are working on
an upgrade to the LTE network and
the radio transmission network, and
on connecting base stations to the

optical backbone infrastructure. We
are also delivering an LTE upgrade
for Swisscom, the largest Swiss mobile carrier. In Germany, we have
been performing preventive maintenance of base stations for the local
Vodafone carrier since last year. We
check more than 400 stations every month. In 2017, we plan to check
and fix over 4,500 base stations for
the German client. In Slovakia, we
have started working on a contract
involving the construction, upgrade and servicing of base stations
for O2 Slovakia and the youngest
Slovak carrier, 4ka. We also started
working with Towercom last year, a
Slovak equivalent to the Czech communication services provider České
Radiokomunikace.
How successfully has the company been expanding on the Czech
market?
We remain the largest provider of network construction services
for Vodafone in the Czech Republic.
We have also partnered with CETIN,
which operates the largest data and
communication network covering the
entire country. We value this partnership very much and would like to offer
comprehensive services for the fixed
and mobile networks they operate.
For the past 2 years, we have been
constructing and upgrading optical
and metallic infrastructure in CETIN’s
fixed network. We are also working on
interconnecting CETIN infrastructure
with our own Suntel Net network. We
recently won a tender for the construction and upgrade of the mobile network, confirming our strategic
commitment to strengthen our partnership with such a key player.
One of your main goals on the
Czech market is to build a unified network. What is the current status of the project, and
how do customers perceive the
change?
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The project to consolidate local
ISPs is well in progress and going as
planned. Over the first five months
of 2017, we have acquired companies
with approximately 32,000 customers in the Zlín region and in South
and Central Moravia, quickly becoming the third largest provider in
Moravia. The aim is to create a single data network in Moravia serving
100,000 to 150,000 customers and
become the leader in this segment.
At the end of 2017, we are going to
present a new information system to
our customers that will allow them to
manage their accounts and services
online. By creating a unified platform, we will be able to provide much
better customer care and improve
service quality. We want to create
a brand that will be associated with
quality and local customer care. We
are planning to offer a larger portfolio of services to our clients in the
future – not just internet and phone
services, and perhaps beyond telecommunications. This project increasingly validates our belief that a large
number of small independent providers is not a viable market model, as
they will not be able to keep pace with
the global development of communication technologies and growing
customer demands. Size does matter
if you want to keep pace in this digital
era, and building market strength is
our way to stay relevant.
Where are network services
heading?
I travel abroad every week and
notice how fast both people’s needs
and technologies evolve. There have
been discussions about 5G networks,
for instance, so we need to start gearing up for the next evolutionary stage in telecommunications.
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Suntel

Telecommunications

Suntel Group is an international telecommunications services provider
in the DACH countries, the Czech Republic, and Slovakia. The company
provides comprehensive turnkey services necessary for network construction and operation, primarily the construction and servicing of 2G, 3G, LTE
and fixed-line networks, the installation of microwave links for data and
voice transmission (PDH, SDH), optical routes, acquisitions, engineering,
design, and technology testing.
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Suntel Net provides internet services to end customers. It integrates
local ISPs into the family of Suntel Net companies, leveraging its financial
and technological strength to offer high-quality services that reflect the
latest trends in communication technologies. It thus enables access to the
best internet connectivity in each region, while developing infrastructure
for the digital future.
Suntel Net’s portfolio includes, for instance, Fofrnet, the largest telecommunications operator in the wider Olomouc area, and DAT, which provides internet services in the Zlín region and in South Moravia. Other major companies in the group include OXID Networks and Redikom. Overall,
Suntel Net provides telecommunications services to approximately 32,000
clients.
Suntel Net hopes to acquire no fewer than 40,000 new clients by the
end of 2017, thus covering a large part of Moravia with a unified network.
In early 2018, the company is planning to integrate all the providers through a unified information system that will manage the entire network in
an effective way and offer end customers the option of managing their
services online.
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Suntel Net
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The market is calm but volatile.
People should be cautious when
and where to invest
Josef Eim

“Today, we are able to secure investments for our funds
through our own sales organisation. The funds have
achieved a high level of trust on the market, and have
been performing very well. We therefore expect strong
external partners to start offering the investment instrument, which will help accelerate the growth of the
funds,” says Josef Eim, responsible for the management
of DRFG group investment funds.

How are the forms of collective
investing evolving?
The economic recession kicked
in and faded out in our country with
a delay, which is why Czechs started
investing again much later than elsewhere around the world, where we
have observed investment growth
since 2010. Czechs stopped being
afraid to invest only two or three
years ago as their financial situation began improving. That is why we
decided for a relatively conservative
strategy for both of our mutual funds.
We intentionally avoided investing in
shares or other volatile instruments.
Our yield has been stable at around
4–5% a year. Interestingly, many alternative types of investments have
emerged over the past three years. I
have been surprised by bitcoin, whose value has quintupled over the past
year. This is a situation that ordinary

investors focusing on conservative instruments can only dream of. On the
other hand, such speculation carries
a huge risk of the value plummeting, which can happen at any time.
People are also investing in exotic
products such as wine, stamps and
vintage cars. There is an excess of
money on the market, which is why
these exotic products are becoming
popular. Czechs, however, stick with
conservative instruments while the
alternative methods are more common in other countries. One needs to
be very careful these days.
Has investment behaviour been
changing?
We are witnessing a shift from
active to passive forms of investing,
especially abroad. That means people cease entrusting their money
to portfolio managers whose task
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is to actively manage, appreciate
and, ideally, beat the market. People
appreciate their money by investing
in passive instruments that usually
follow the performance of the entire portfolio basket or US indices.
Basically, they do not invest in specific shares on the stock market but in
the economy as a whole.
Have Czechs grown thriftier?
Czechs are undoubtedly wealthier and earning more than before.
Thriftiness remains at the same level, though. Our clients invest CZK
350,000 crowns on average. What is
notable is the percentage of people
who make a one-time investment as
compared to the percentage who invest regularly over the long term. Of
the whole investor spectrum, approximately half of our clients make a
one-time investment while about a
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third make regular deposits. Typically,
they initially invest CZK 10,000 to
CZK 100,000 and then send anything
between CZK 500 and CZK 2,000
monthly.
Do Czechs use their money
effectively?
In comparison with investors
abroad, Czechs tend to make emotionally influenced decisions based
on feelings and impressions rather
than hard facts. They want to make
their own investment decisions but,
paradoxically, fail to gather sufficient
information, which has cost many
investors dearly. This is because of a
dangerous trend that has been spreading on the internet. There has been
a flood of targeted offers that look
very professional at first sight and
promise fantastic yields. The trouble
is that they are not subject to any regulation. Some people, convinced by
such offers or by their friends, invest
their money into highly unreliable
instruments and can easily lose the
investment. This is obviously not the
case with collective investing, which
is strictly regulated and, generally, on
a very high level throughout Europe.
The world of finance is affected
by various events. How do such
events impact the capital market and what risks do they carry?
I would say the situation on the
market is calm but volatile. We have
experienced eight years of growth,
so the risk of a fall is growing every
day. Share prices cannot continue
growing indefinitely, and many indicators as well as common sense
suggest that we have reached too
high. That means people should be
cautious when and where to invest.
We have also witnessed how very fragile investor psychology is. Markets
have peaked but investor confidence
has been weakening. Last year, the
reason was political developments.

The vulnerability of the whole system to a fast liquidity drop has become apparent primarily with the
Brexit, the election of Donald Trump
as the US president, and the subsequent announcement of Trump’s
investment package. For instance,
the British pound plunged 20% overnight after the Brexit announcement,
which sparked panic among British
investors.
Do you feel repercussions on the
Czech market?
This clearly affects the Czech
stock market and Czech investors.
Nevertheless, we intentionally avoid
trading in shares. We openly say that
we target cautious clients who want
to beat inflation and earn some 2–3%
over the inflation rate. That is why
they can never achieve an annual
yield of the around 10% that the share
price index achieves in the long term.
Our clients primarily include individuals but also institutional investors
who are quite hard to convince how
to invest their money. Nevertheless,
we manage to persuade them, win
their trust and grow their assets.
How does regulation impact the
capital market?
Regulation has evolved significantly over the past eight years, mostly to
the benefit of the capital market. First
of all, investor protection has improved,
yet if trading rules mitigate potential
risks they also reduce the potential profit. On the other hand, the change of
rules in response to the financial crisis
that had been largely induced by banks,
significantly affected the banking
sector. The desire to punish and over-regulate bad banks was mainly political,
and regulation has gone beyond what is
reasonable. The costs that financial institutions incur due to regulation result
in increased prices of services and put
bank profitability under pressure. That’s
not totally positive.
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What real estate have you acquired for the real estate fund’s
portfolio in 2017?
We established the real estate
fund only last year with CZK 210 million worth of real estate assets, and
have since expanded the portfolio to
CZK 963 million. Early in the year, we
acquired a polyclinic in Vyškov, which
is a non-governmental health facility
with thirty tenants, most of them in
medical professions. This is the first
facility of this type we have acquired, and I can say we are interested
in exploring this segment further because the fund’s portfolio includes
mostly retail assets and we would
like to bring in more variety. We also
purchased high-profile real estate at
20 Náměstí Svobody in Brno, which
offers a combination of office and
retail space and whose tenants include, for instance, New Yorker and
PricewaterhouseCoopers. The latest
acquisition was a retail park in Kyjov
with multiple tenants.
How does financing of the real
estate fund work?
We established the real estate
fund in Lichtenstein, but incorporate
Czech laws to a high degree so that
the Czech National Bank would allow
us to offer this foreign fund in the
Czech Republic to retail clients and
not just to qualified investors. That is
why we have a 50% credit limit. The
credit is provided by a bank, including a lien, and everything is disclosed transparently in the Commercial
Register. We should note, though,
that the Commercial Register always
states the initial face value of the
credit and does not reflect regular or
extraordinary instalments paid to the
bank.
How has the volume of assets
under management been growing?
We launched the real estate
fund in February 2016, and over the

approximately year and a quarter
of operation, we acquired real estate valued at CZK 963 million. Equity
is around CZK 700 million, approximately 20% of which is the so-called
mandatory liquidity. That means we
have invested some CZK 550 million
into real estate assets worth nearly
CZK 1 billion.
How are yields evolving?
We should note that the real
estate market behaves like a living
organism. While the end of last year
was unexpectedly good and we earned 1.9% in a single quarter, the first
quarter of 2017 fell behind expectations resulting in a mere 0.5% yield.
Yet we continue to aim at an annual
yield of 4–5%.
What are your expectations regarding asset growth in both
funds?

We expect that by the end
of 2017, we will accumulate assets
worth between CZK 1.5 billion and
CZK 2 billion in the real estate fund.
Considering we will have been on the
market for less than two years, this
will be a great success in my opinion.
The bond fund is intended mainly for
regular monthly investors, and serves basically as an alternative to a
current account, as the deposits are
available every two weeks. At present, the assets are approximately
CZK 80 million and we expect the
amount to slowly grow.
Are you planning to evolve the
offer of investment instruments?
At the moment, we are addressing a situation in which the bond
fund and the real estate fund, both
with an annual yield of around 5%,
do not differ very much from each
other, which does not make much
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sense to us today. We are planning
to invigorate the bond fund and adjust its investment strategy to include – in addition to bonds – options,
certificates, derivatives, shares and
bonds with a target yield of 10-12%
p.a. We are planning to establish and
launch our own energy fund focused exclusively on renewable energy
sources with a potential annual yield
of 7–9%. We would thus expand the
investment range, which will retain
the real estate fund for balanced investments, the energy fund for riskier
investments, and the transformed
bond fund for the highest-risk investments. Obviously the goal is to
make money, but the nature of the
market does not guarantee that the
energy and bond funds will avoid slipping into the red or making an annual loss. This way, we will open our
portfolio and make it more accessible to a much wider range of clients.
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DRFG AIF Real Estate Fund is an investment fund established in cooperation with the Lichtenstein-based fund administrator CAIAC Fund
Management. The acronym AIF refers to the AIFMD European directive,
meaning that the fund is focused on alternative investments and invests
primarily into commercial real estate with a target net client yield of 4-5%
p.a. As a rule, the fund will always acquire well-established and performing
real estate in the Czech Republic. The fund’s auditor is Deloitte and the
depositary is NEUE BANK Liechtenstein. The fund is approved by the Czech
National Bank for public offer in the Czech Republic.
The real estate fund yielded 5.04% for its clients in 2016. At present, it
manages real estate assets valued at CZK 963 million.
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DRFG UCITS Bond Fund is an investment bond fund established by
the DRFG a.s. investment group in cooperation with the Lichtensteinbased fund administrator CAIAC Fund Management. The fund’s auditor is
Deloitte and the depositary is Volksbank Liechtenstein. The fund is approved by the Czech National Bank for offer to the general public in the Czech
Republic. Its investment strategy anticipates a net annual yield of 3-4%.
The fund pays particular attention to consistency and predictability of the
yield, investing primarily into government bonds, high-rating highly credible corporate bonds, and into bonds issued by banks within the EU. The
fund is denominated in Czech crowns. The fund is suitable for conservative
investors who tolerate a low level of risk and require consistent yields. The
recommended minimum investment horizon is three years. The fund offers
one-time and regular investments starting at CZK 100.
The Bond Fund yielded 5.37% for its clients over the past 12 months.
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We would like to open up the real estate
fund to a wider public
Břetislav Hrabě
“Czech investors are conservative and seek certainty,
which is why real estate represents the favourite investment instrument, one that clients associate with
long-term value. We have therefore introduced a transparent fund whose portfolio includes mainly commercial assets with a highly attractive yield potential,” says
Břetislav Hrabě, Director of DRFG Finance, who is responsible for the group’s distribution in the financial sector.
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Did the consolidation of the financial distribution last year
meet your expectations?
The reason we initiated the
consolidation was to achieve much
broader and deeper integration of
the internal distribution. That is one
of the reason why we established a
sales-focused working group called
ELITA DRFG Finance, comprising the
best consultants who receive all our
support to become even more successful. This is one of the reasons
why the entire distribution is automatically taking a step forwards.
The ELITA project is extremely
important for us. The team comprises 20 elite sales professionals who
are nominated to the group based
on their results for the past three
rolling months. The members meet
regularly and share their latest experience from the field, participate in training sessions, and have
much better access to the most
up-to-date information. At the
same time, they receive maximum
support from us. We have made
huge progress because our people do not compete but collaborate
intensively. This is naturally appreciated by our clients, too, because
the expertise of our consultants
has grown enormously, spurring
enormous productivity growth.
Although the number of people
decreased from 120 to 47 last year,
the smaller team’s performance
doubled compared to the original
group. This means productivity has
grown four-fold over a single year.
Hence, we are going to undertake a
second step in mid-2017 – to increase the headcount to 100 in total.
For this purpose, we established a
new headhunting department led
by Pavel Rydzyk, whose task is not
only to hire new talents but also
the personal development of the
internal distribution. Looking back,

I consider the consolidation to be a
huge success. Just look at the results for Q4 2016 and Q1 2017. It was a
clearly a step in the right direction
that made complete sense.
What is the situation on the collective investing market?
The situation is calms and favourable. No new crisis has hit since the big mortgage crisis in 2008.
The market did not even respond in
any violent way to the termination
of the Czech National Bank’s interventions against the Czech crown.
The Czech economy has been prospering, and people are growing
richer and have large amounts of
free cash on their bank accounts.
At the same time, financial literacy
has been on the rise, and people are
getting more interested in ways to
better manage their finances. They
realise that their bank is not an institution to manage and grow their
assets. Instead, they increasingly
opt for collective investment tools
such as ours. This is the best time
for investing for the past nine years.
Private clients have increased their
annual investments in the order
of tens or perhaps a hundred percent, making us a more trustworthy
partner for more lucrative clients.
At the same time, the proportion of
foreign and institutional clients has
grown.
Some time ago, you introduced
the DRFG UCITS Bond Fund that
offers investment in corporate,
municipal and state bonds to the
general public. How has the fund
been performing?
Overall, the situation on the
bond market is not optimal at present. Fortunately, we have talented
portfolio managers who manage
the fund, meaning it has beaten
the market average results over the
95

long term. The bond fund is, in addition to the real estate fund, a suitable tool for our clients to diversify
their portfolios. It is an ideal retail
fund for regular investments starting from CZK 100 a month.
The DRFG AIF Real Estate Fund
has been around since last year.
Has it found clients?
It has been received very well,
as shown by the results since its
launch. We have acquired real estate assets valued at CZK 963 million,
which is a very good result for the
first year. Unlike other industry-specific funds, the real estate fund enjoys relatively limited competition,
which contributes to its success,
and the situation has not changed
dramatically since its launch. The
fund was originally intended for
qualified investors, but a legislative change lowered the minimum
investment
requirement.
After
a comparability assessment, we
eventually obtained a licence from
the Czech National Bank to offer
the fund to retail clients. We would
like to make it even more accessible
and open it to the general public.
That is why further efforts are under
way to lower the minimum deposit
from CZK 10,000 to a much smaller
amount so that clients can invest
money regularly. All in all, we managed to fully establish the fund for
sale in the Czech Republic in 2016.
How are you planning to evolve
your financial services offering?
The highest goal for our division, which focuses on financial distribution, is to have a bank in our
portfolio. That is the type of institution the conservative Czech client
most respects. We take it as an ambitious but not unrealistic goal.
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The DRFG investment group offers financial services through several
well-established companies, including the ANO investment broker, ROYAL
VISION, Oxygen Advisory, and DRFG Investment Services. These companies
employ leading experts on financial analysis and financial law, as well as
seasoned financial service distribution professionals. When working with
clients, the consultants observe the principles of a healthy financial style
with a focus on maximum transparency, client awareness, insight into the
client’s situation, meticulous care and building a long-term relationship.
The cooperating companies include the ANO investment firm, a company with more than 20 years of experience on the Czech capital market.
The non-banking investment firm is licensed for investment services, including the acceptance of funds and investment instruments from clients,
and so-called margin-based securities trading.
In 2017, we acquired a minority stake in the ANO credit union, a strong,
modern, and innovative financial institution offering comprehensible products to its clients, including individuals, entrepreneurs and businesses in
the Czech Republic. The core services include a current account suitable
for both households and entrepreneurs, a savings account, a term deposit
with a guarantee of the highest interest rate, and private and business
loans.
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Consulting services differentiate our
pharmacy chain from the competitors. Our
seminars are very popular
Rudolf Matějka
Rudolf Matějka has acquired extensive experience in
the pharma business, which he now leverages at DRFG
Medical. In the 1990s, he founded Mediox, a company developing software for pharmacies. In 2003, he sold the
company to the German pharmacy wholesaler PHOENIX,
where he worked until 2013. “When I met David Rusňák, I
did not hesitate to join DRFG and start building a division
with its own pharmacy chain. In David I found a partner
with great authority,” says Rudolf Matějka.
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How many pharmacies do you
currently own?
Our strategy is to become
number 3 on the pharmacy market.
We currently own 15 outlets throughout the Czech Republic, namely in Sokolov, Louny, Kamenice nad
Lipou, Moravská Třebová, Městečko
Trnávka, Brno, Uničov, Troubelice,
Ostrava Poruba, Prague, Litoměřice,
and Kladno. By the end of the year,
we are planning to increase the number to 25, which is quite an ambitious goal. We would like to offer our
services everywhere, but everything
depends on finding a suitable pharmacy and negotiating its acquisition.
It is a time-consuming process depending primarily on the readiness of
the seller.
What type of pharmacy are you
interested in?
Considering our pharmacy concept, focused on self-service, we are
interested in pharmacies in lucrative
locations with a large floor area. They
need not always be in shopping centres, but perhaps on hospital premises,
such as the pharmacy in Faust House
in Prague. Patients increasingly opt for
self-treatment as they do not want to
visit their GP with minor illnesses and
prefer treating themselves at home.
Customers seek information about
drugs and want to make their own
decisions. The self-service store needs
to be arranged to suit the scope of the
range and alternatives on offer. The
pharmacy needs to be located in a lucrative location, but this does not necessarily mean it needs to be in a large
city. This could even be counter-productive, as cities are often teeming
with pharmacies. On the other hand,
in smaller places, a single pharmacy
may serve, say, 3,500 people from a
wider area and you do not need to be
concerned whether a competitor will
open an outlet nearby.

What is the competitive advantage of Na zdraví pharmacies?
Pharmacies differ in terms of
the strength of the operator and
the quantities of drugs they keep in
stock. Storing drugs is expensive, and
small pharmacies prefer supplies several times a week. This way they also
avoid the impact of frequent price
changes. If prices go down, they have
to sell the drugs they have in stock at
a loss, or if they have very good relations with the distributor, they might
receive compensation for the price
difference. This is why patients often
come to a pharmacy with a prescription in the morning only to learn that
the pharmacist will order the drug to
be delivered in the afternoon. Yet the
patient needs to stay in bed and not
travel to the pharmacy again. This is
one of our competitive advantages.
We also observe growing interest in consulting services, yet
pharmacists have long ignored such
demand for reasons hard to understand. Our pharmacy chain wants
to differentiate by providing consultation, focusing primarily on weight
loss. Twenty percent of Czechs suffer from obesity, making us the sixth most obese nation in Europe. This
is why we see great potential in this
area. For this purpose, we have partnered with MUDr. Martin Matoulek
of the General University Hospital in
Prague. We have created the necessary facilities in almost all our pharmacies where we provide consulting
services in cooperation with nutrition
advisors. Wherever we have large
consulting rooms, we hold seminars
and consultations with local physicians on the treatment of chronic
pain, sleep disorders, problems with
digestion, etc. The consultations are
not commercial and we do not promote any specific products. The aim
is to raise awareness and educate
the public in prevention, which will
save them money and put less strain
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on the state coffers. These seminars
are hugely popular, and the demand
substantially exceeds the capacity of
the conference rooms. This confirms
that our decision was right.
When can customers expect your
own product line?
Obviously, the consulting services are not our end game. We are
developing our first food supplement
for weight control in cooperation with
the Food Research Institute and the
General University Hospital in Prague
– the so-called very low-calorie diet,
which is being tested on selected patients. We want this product to be
innovative and unique not only in its
composition but also its form, which
is still in development. We expect
the product line to include as many
as 60 products in different forms, sizes and flavours. We hope to launch
the products on the market before
Christmas this year, and will offer
them both in stores and online. First
of all, we will motivate customers to
come to pharmacies for consultations as it helps keep their morale up
on their difficult journey. However, if
customers run out of their low-calorie
diet, they do not need to go to the
pharmacy but can order their products from the comfort of their homes.
Which other segments are you
interested in?
As you know, one of the DRFG
divisions operates a real estate fund,
in which we have the highest share of
assets. Last year, we acquired a polyclinic in Vyškov, which offers a range
of interesting opportunities, especially synergy through operating our
own pharmacy on the premises, and
cooperation with the physicians. We
are in no way interested in running
the doctors’ practices - we only want
to keep the building as an attractive
asset in our portfolio.
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A subsidiary of DRFG Medical is developing a pharmacy chain under
the Na zdraví brand, focusing on prevention, healthy lifestyle and wellbeing. All this while also providing the best care possible to urgent and
chronic patients.
We aim to be the pharmacy of choice for everyone who is aware of the
real value of one’s health and who takes an active approach to preserving
it. We do not believe that a discount of CZK 10 from a price tag ranging
from CZK 50 to CZK 100 is a sufficient added value. Our mission is to offer
higher-level services that put the interests of our customers to the fore. We
have carved caring for their health into our shop sign, and all our steps are
motivated by efforts to meet this demanding goal. We do not strive to be
the largest, but we definitely aim to be the best.
We currently operate 15 pharmacies (Sokolov, Louny, Prague, Kamenice
nad Lipou, Moravská Třebová, Městečko Trnávka, Brno, Uničov, Troubelice,
Ostrava Poruba, Litoměřice, and Kladno) that are being rebranded. We are
also working intensively on a new store concept. By the end of 2017, we plan
to expand the chain to include a total of 25 pharmacies across the Czech
Republic, focusing primarily on outlets with larger floor areas.
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We are working on establishing
an energy fund
Pavel Svoreň
“We needed a sufficiently large and lucrative portfolio to
establish a fund. We already know that for the first year
and a half, the fund will have five photovoltaic power
plants ready for purchase with an enterprise value of
around CZK 1.9 billion,” says Pavel Svoreň, the key person responsible for the energy business in the DRFG investment group.

What have the milestones been
for the energy division this year
and last year?
Last year, we focused on two
vital areas. The key was to complete
our heating plant in Šternberk in terms
of both licencing and physical status.
The other area that kept us occupied
was seeking and executing another
energy-related investment project.
We can say that we have achieved
both main goals to a large extent.
What does the operation of the
Teplárna Šternberk heating plant
look like today?
As regards the Šternberk heating plant, we have complete documentation and all the licences and
authorisations needed to operate
the plant. We are able to satisfy
the demand for heat from our contractors. And last year, we acquired
the remaining stake in the plant and
now finally hold 100% of shares.
What are the development plans
for the plant?
First of all, we want to stabilise power generation at the maximum achievable output. We have
started negotiations with new heat
customers. We are also focusing on

cost optimisation – we see great potential for savings, especially in fuel
procurement.
In the beginning, you briefly touched upon the successful achievement of goals regarding the
further development of the energy business. Can you please elaborate on that?
We are talking primarily about
the decision to establish an energy
fund, which had been subject to
long discussions within the DRFG
group. However, we first needed to
own or otherwise control a sufficiently large and quality portfolio
that the fund could buy. Today, we
already know that for the first year
and a half, the fund will have five
photovoltaic power plants ready for
purchase with an enterprise value of
around CZK 1.9 billion. These projects
are far above the standard as regards power output, documentation
quality, and land ownership.
We have been working on the
fund intensively. It will be incorporated in Lichtenstein, like our other
funds, and will be intended for qualified investors. We expect to launch
the fund at the beginning of the fourth quarter this year.
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Why do you focus on solar power?
After a decision by the European
Commission regarding notifications
for such power sources and confirmation of the subsidy scheme as
standard and compliant with the
Acquis, we consider investments into
solar energy as conservative and
stable. Outside of these, there are
very few factors that could negatively affect profitability. The cost components are virtually zero, the yield
performance depends on sunshine.
Our asset valuation is based on lower
than average sun exposure, although there has been the opposite trend
over the past few years.
What other assets are you planning to acquire?
These should come from the wider energy sector. We are going to
further explore renewables, mainly
wind power. We continue to be interested primarily in regulated sources
in the area of heat generation and
infrastructure that – in our opinion
– promise a stable and predictable
performance, longevity and minimum competition in a given location.

104

DRFG Activity Report 30/6/2017

Teplárna Šternberk
heating plant

ENERGY

This modern co-generation unit with a total installed output of 5 MW
produces heat and electricity by gasification of biomass. Power generation
is sufficient to satisfy the consumption of roughly 3,000 households. The
aim of the project is to supply heat from renewable and sustainable sources at favourable prices to industrial facilities and households in Šternberk.
The project was launched in 2014 and is currently in the final stage before
completion.
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Galard
GALARD tailoring builds on the first-republic tradition of hand-made gentlemen’s clothing. The company
is a partner of events such as Brno Ball, Opera Ball in
Prague, the JazzFest – Brno festival, CZECH TOP 100 and
Ladislav Špaček’s book “Etiquette in Pictures”. GALARD
uses the highest quality materials to create bespoke and
made-to-measure suits and shirts exclusively for customers in the Czech Republic and Slovakia. Its range also
includes shoes and accessories. The GALARD brand has
achieved a leading position in the luxury men’s tailoring
segment.

Compass
Communication
Compass Communication a.s. has been active on
the market since 2002, offering consulting services in
process management and the custom development of
enterprise information systems and mobile applications.
The company designs and develops 3P and 4P logistics
systems focusing on the aviation and maritime industries. Compass Communication a.s. also delivers custom
implementations of modern ERP/CRM systems.

Cloud
Technologies
Cloud Technologies s.r.o. provides affordable online
IT solutions, including long-term servicing and support.
The solutions are implemented in the form of Software
as a Service (SaaS) running in a cloud environment. The
company focuses primarily on small and medium-sized
enterprises, relieving them of the burden and cost of
the operation and maintenance of infrastructure and
the cost of keeping an in-house IT team, thus providing
attractive added value.
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Unifer
UNIFER alfa a.s. is a place of innovative collaboration, linking academia with the world of business in
teams comprising elite students from multiple fields of
study and their mentors with experience in business. The
cooperation is based on four fundamental values: inspiration, added value, accountability and effectiveness.
Students and experienced professionals-mentors work
together on real-life projects. Together, they come up
with innovations and apply them in marketing, human
resources, and business analysis at small and mediumsized enterprises and large brands. Unifer aims to provide
the best solutions for companies while enabling students
to improve their standing on the job market thanks to
newly acquired experience.

Opifer
Opifer is an investment company focusing on start
-ups in early stages of development. It actively supports
and invests in start-up projects that have global market potential. Opifer focuses primarily on IT, mobile and
other modern technologies, working with universities and
research institutions in Brno and abroad. Before admission to the accelerator, projects are scrutinised in multiple
rounds of a selection procedure, with one of the key criteria being the applicability of the idea and growth potential on the global market.
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The DRFG group listens
attentively to the region’s
needs
David Macek
Since its establishment, the DRFG investment group has
striven to help in various areas. We support a range of social, cultural and sports projects. About a year ago, the time
came to bring all the diverse activities under a single umbrella. That was why we established DRFG Foundation. “One
trend in foundation activities is to help through own competences,” says DRFG Foundation director David Macek.
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In the spring of 2016, the DRFG
group established its own foundation. Could you please explain the
reasons?
The DRFG group is not just a
bunch of people seeking to maximise
profit. They also listen attentively to
the region’s needs. We are local patriots and we proudly demonstrate
it. After a business trip to Tuscany, I
went for lunch with Petra Rusňáková
and our respective oldest sons,
František and Jan Pavel, who were
born just a week apart. As a fresh
father of five, I was jobless after my
removal from my political function,
and was going around asking friends
about job opportunities to sustain
my family. I also met the founder

of DRFG, David Rusňák. After a few
meetings, we both realised that his
investment group was helping the region in many areas, but unlike other
groups it lacked its own foundation
that would carry out the philanthropy activities systematically, manage
them centrally, and serve as a kind of
ambassador for the entire group.

very powerful and appreciated from
outside. I remember the surprised looks of my friends and co-organisers
of the Meeting Brno festival when
they learned that my colleagues who
work for the DRFG group had contributed a substantial amount of money. I realised how powerful such an
approach was.

Can you please describe the activities of DRFG Foundation in detail?
We decided to make the foundation versatile to enable us to choose whom we wanted to support and
how. For instance, we knew from the
very beginning that we wanted to
support the Meeting Brno festival to
make it an event that would strongly influence the public atmosphere
both in the city and in throughout
Moravia. Another project we liked
was an initiative to promote financial literacy among young people,
especially those from incomplete
families and orphanages. However,
we can offer more than just money
in support in both cases. One trend
in philanthropy is to help through
one’s own competences. Obviously,
we want the foundation to make
people happier, but also to have international links, for instance with
the European Venture Philanthropy
Association whose members include
prestigious foundations of large corporations such as German financial
institutions, IKEA, car makers and
Liechtenstein’s LGT Bank. In addition
to this institutional backing, DRFG
Foundation has partnered with the
Italian Compagnia delle opere business association that has won me
over with its Baťa-like ethos.

Does DRFG Foundation have a governing principle?
Yes, it does. Our credo is:
Everything starts with a personal encounter. This is not just our method
of work, but also my own personal
experience from that critical year in
my life. I am grateful for the meeting
with Petra Rusňáková, with author
Kateřina Tučková, as well as numerous meetings abroad, around Expo
Milano 2015, with Jews and Muslims,
with the Liechtensteins, with Sudeten
Germans, and with refugees.

How does the DRFG group’s corporate philanthropy work exactly?
Some DRFG employees have
spontaneously started contributing
to the foundation’s account to increase its assets, while others have
promised to join in. This is something

Your foundation supports the
Meeting Brno festival which is in
turn inspired by Meeting Rimini,
an Italian festival of friendship
between nations. The aim of this
primarily cultural event is to facilitate building bridges with our
Central European neighbours and
guests, and transforming our
common past. How did it all start?
In the summer of 2014, I attended the Meeting Rimini festival for
the first time. It is the biggest event
of its kind in the world. I found myself wishing I could leverage the experience from the Meeting at home
in Moravia. Then came the Year
of Reconciliation and the unforgettable Pilgrimage from Pohořelice
to Mendlovo Square. Later, Katka
Tučková called me on her way from
Rimini 2015, and invited me to help
create a platform that would perpetuate and promote an atmosphere
of reconciliation in Brno. Everything
fit together wonderfully…

113

This year’s Meeting Brno festival
received substantial support from
DRFG Foundation. What new opportunities have emerged for you
through your association with the
event?
First of all, we have created
a wonderful organisation team. In
August, the program at Meeting
Rimini saw us stand side by side with
the Tunisian 2015 Nobel Peace Prize
winner, and a dozen global personalities. Our Italian friends invited us
to join a common European project
together with Rhein-Meeting Köln.
We established a partnership with
New York Encounter that features
excellent guests as well as with the
organisers of meetings/encounters
in Barcelona, Madrid, London and
Lisbon. In March, the international
Tracce magazine ranked Meeting
Brno along with the Taizé Community
and the CERN centre of excellence in
Geneva among projects representing
hope for a Europe in crisis.
As we have said, DRFG supports
a wide range of social, cultural
and sports projects. Do you help
in some tangible way those in real
need who cannot afford decent
food, clothing or housing?
DRFG is the leading private supporter of the Domov Horizont social
facility in Kyjov for people with serious physical or mental disabilities.
We have supported the Hand for
Life association that assists people with serious impairments in Brno
and Prague. We help the Klokánek
children’s facility in Brno, a local social services provider in Brno and the
Brno Diocesan Charity. The Charity
has auctioned DRFG Foundationbranded umbrellas that decorated
Česká Street at the end of summer.
The proceeds were donated to homeless people. We also pay for a field
social worker who assists in Brno’s
poorest neighbourhoods.

114

DRFG Activity Report 30/6/2017

In a time of prosperity, we should not forget about those in need of
our help. We realise that many people face more obstacles on their path to
a happy life than the majority of us. We support a range of social, cultural,
and sports projects. Entrepreneurship is not just about tough business but
has a soft, humane side to it and a wider social dimension as well. We feel
there should be beauty in public space. We make our contribution through
supporting futuristic architecture, a modern art collection, high fashion,
excellent Central European gastronomy and more. It is time for us to bring
all our diverse philanthropic activities under a single umbrella in the international context. That is why we have established DRFG Foundation.
The foundation has two key priorities for the next period: the promotion of financial literacy among young people and support for the next
multi-genre Meeting Brno festival.
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Philanthropy and Partnership

HC Kometa Brno, ice hockey club

Jiří Kolbaba, photographer and explorer
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Paľo Habera, singer

DRFG Minifootball Premier League

JazzFestBrno, an international jazz festival
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Philanthropy and Partnership

Jiří and Ondřej Švihálkovi, extreme ski-alpinists

Contacts
DRFG a.s. headquarters
Holandská 878/2
639 00 Brno
+420778439262
Local offices:
Brno
Vinařská 460/3
603 00 Brno
brno@drfg.cz
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Prague
Palác Koruna
Václavské náměstí 1
110 00 Praha 1
praha@drfg.cz
České Budějovice
Lannova 16
370 01 České Budějovice
cb@drfg.cz
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