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It has not been an easy quarter for the investment markets. The FTSE 

100 Total Return has fallen by 24%1, the FTSE 250 Total Return (mid cap 

index) has fallen by 31%1 and the FTSE AIM All Share Total Return has 

fallen by 29%1. For comparison, the Whitman AIM portfolio has fallen 

by 21.6%2 and the Whitman Small Cap Growth portfolio has fallen by 

18.7%2.

The bare performance figures hide extraordinary volatility in equities. 

Over March, for example, the average daily movement in the FTSE 100 

Index was 3.27%1 (in either direction) compared to the average daily 

movement in the FTSE AIM All Share Index of 3.36%1. By comparison 

the FCA has guided to the projected annual long term return on equity 

investment being in the range of 3-5% before inflation3.

Volatility has not been limited to equities. The oil market has seen its 

wholesale price more than halve from $66 to $25 per barrel4 (Brent 

Crude) and this has had a significant knock on effect on many other 

commodities. Similarly, bond and currency markets have seen a rush 

to quality with the UK 10-year gilt yield falling from 0.8% to 0.4%5 over 

the quarter and Sterling losing around 6%6 of its value against the US 

Dollar.

In more normal times analysts factor in interest rates, growth rates, 

currency and commodity levels to make a reasonably accurate 

prediction of a company’s earnings up to two years in advance. 

However, when so many assumptions are up in the air, it becomes 

almost impossible to predict earnings. In turn, this leads to dramatic 

swings in sentiment depending largely on how and when you might 

predict the current uncertainties will end. For what it’s worth, the 

current consensus among economists7 is that recovery will begin over 

Q3 of this year, but normal economic conditions will not return until 

2021.

The Coronavirus pandemic will at some point end and it will change 

some ground rules to investing in significant ways. One such way 

is the attitude to risk. Listed Property and Equity Income funds are 

traditionally seen as providing steady income streams and are usually 

seen as amongst the lower risk collective equity offerings. Currently it is 

almost impossible to value commercial property with no transactions 

taking place and dividends are being widely cut to preserve corporate 

cash. It therefore seems likely there will be a reassessment on what 

makes an investment lower or higher risk changing the way we 

manage liquidity in our portfolios.

Pension Fund risk is another area which needs revisiting. Legacy 

defined benefit pension schemes have been hard hit both by falling 

equity values and by falling gilt yields from which current funding 

requirements are based. We are monitoring very carefully any of 

our investee companies for this risk but in general it is older, larger 

companies that are more exposed than the typical smaller company.

Some companies will certainly benefit from the current changes 

in behaviour patterns. In our small cap space we have seen strong 

demand for the shares of both the video gaming companies we hold, 

Team 17 and Frontier Developments. A recent industry survey noted 

that the playing of video games has increased by over 60%8 during the 

second half of March. Both these stocks are well placed to benefit from 

such a dramatic increase. Whilst we have systematically reduced our 

exposure to consumer facing stocks, we still have exposure to shares 

such as Johnson Services Group, Lok’N Store and Hotel Chocolat, 

which we believe are well placed to weather the current challenges.

Digitalisation has been mentioned before as a key theme for us and it 

is likely to be enhanced by current conditions. We have added YouGov 

to both strategies over March, with the stock having fallen by 40%9 

from its high. In our view YouGov is a clear global leader in the field of 

digitally generated market research that should see strong demand 

for its services post Coronavirus.

Overall, we retain what we consider a prudent cash holding of 19%2 in 

the small cap portfolios and 8%2 in the AIM portfolios. It is likely these 

cash positions will reduce in the current quarter as opportunities arise 

and a degree of clarity returns.

Source:
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8. www.first.facteus.com/COVID19-impact-consumer-transactions-
report-FIRST-3-25-2020

9.	 www.bloomberg.com/quote/YOU:LN
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Important Information

DISCLAIMER

This document has been prepared by Whitman Asset Management. 

Whitman Asset Management Limited is authorised and regulated 

by	 the	 Financial	 Conduct	Authority	 (FCA),	 registered	number	 916792.	

Whitman	 Asset	 Management	 Limited	 has	 its	 registered	 office	 at	

53 Davies Street, London W1K 5JH and is registered in England and 

Wales under company number: 11283688. All data has been sourced 

by Whitman Asset Management. This document is for information 

purposes	only.	 It	does	not	constitute	investment	advice,	or	an	offer	or	

solicitation	 for	 the	 purchase	 or	 sale	 of	 any	 financial	 instrument	 and	

should not be used as the basis of any investment decision. References 

to	specific	securities	are	 included	for	 the	purposes	of	 illustration	only	

and should not be construed as a recommendation to buy or sell 

these securities or investment instruments. This document is intended 

for discussion purposes only and does not create any legally binding 

obligations on the part of Whitman Asset Management Limited.  

This	 document	 has	 no	 regard	 for	 the	 specific	 investment	 objectives,	

financial	situation	or	needs	or	any	specific	investor.		Although	Whitman	

Asset Management Limited uses all reasonable skill and care in 

compiling this report and considers the information to be reliable, no 

warranty is given as to its accuracy or completeness. Opinions stated in 

this document are those of the author as of the date of publication and 

are	subject	to	change	without	notice.	Our	opinions	reflect	our	views	at	

such time regarding market conditions and other factors, may depend 

upon assumptions or projections that may not prove to be correct, 

and are subject to change.  We are under no obligation to update 

such information and no reliance should be placed on the statements 

made.	 Investors	 should	 conduct	 their	 own	 due	 diligence	 prior	 to	

making	an	investment.	If	investors	are	unsure	as	to	the	suitability	of	the	

investment they should seek independent professional advice prior to 

making an investment. Whitman Asset Management does not provide 

legal, accounting or taxation advice. You could lose all of your money 

invested in this product. This is a high risk investment and is much 

riskier than a savings account.

Risk Warnings

GENERAL AIM RISK WARNING

An	 AIM	 Portfolio	 should	 be	 regarded	 as	 a	 higher	 risk,	 long-term	

investment,	 suitable	 only	 for	 investors	 with	 financial	 security	 that	 is	

independent to any investment being made under these Terms. We 

strongly recommend that you seek professional advice before you ask 

us	to	manage	your	AIM	Portfolio	for	you.	The	investments	that	will	be	

held	in	the	AIM	Portfolio	are	likely	to	be	smaller	UK	companies	which	

should qualify for the maximum business relief after two years. Such 

investments	will	 inevitably	 involve	higher	 risk	and	may	be	difficult	or	

even impossible to realise in a reasonable timescale or at an acceptable 

price.	Investors	and	potential	investors	should	be	mindful	of	the	need	to	

appropriately diversify their assets and higher risk investments should 

not	form	a	significant	part	of	any	portfolio.

PAST PERFORMANCE WARNING 

Past Performance is no guide to future performance and there is no 

guarantee	that	your	AIM	Portfolio’s	objective	will	be	achieved.	We	can	

make no guarantee of investment performance or the level of capital 

gains	or	income	that	will	be	generated	by	your	AIM	Portfolio.	The	value	

of	Qualifying	Investments	and	the	income	derived	from	them	may	go	

down as well as up and you may not get back the full amount invested.

LIQUIDITY RISK WARNING

Please	note	that	Qualifying	 Investments	can	carry	a	higher	degree	of	

risk than investing in more liquid shares of larger companies. The share 

prices	of	AIM	investments	are	generally	more	volatile	than	shares	listed	

on the London Stock Exchange main market. There may be a wide 

spread	between	buying	and	selling	prices	for	AIM-	listed	shares.	If	you	

have to sell these shares immediately you may not get back the full 

amount invested, due to the wide spread. The value of your investments 

may	decline	and	there	is	a	risk	that	this	may	outweigh	any	IHT	saving.	

You	 should	 be	 aware	 that	 the	 Qualifying	 Investments	 in	 your	 AIM	

Portfolio	may	be	classified	under	FCA	Rules	as	 ‘not	 readily	 realisable’	

(these are investments in which the market is limited or could become 

so:	they	can	be	difficult	to	deal	in	or	obtain	reliable	information	about	

their value).

TAX LEGISLATION WARNING

Rates	of	tax,	tax	benefits	and	allowances	are	based	on	current	legislation	

and HMRC practice. These may change from time to time and are not 

guaranteed. This investment may not be suitable for all investors. You 

are	 recommended	 to	 seek	 specialist	 independent	 tax	 and	 financial	

advice	before	deciding	to	subscribe	to	this	AIM	Service.	This	AIM	Service	

has	been	designed	with	UK-resident	taxpayers	in	mind.	If	you	are	not	

resident or ordinarily resident in the UK for tax purposes, it may not be 

appropriate	or	advantageous	for	you	to	subscribe	to	this	AIM	Service.

QUALIFYING INVESTMENTS WARNING

Qualifying	 Investment	 in	 which	 we	 invest	 may	 cease	 to	 qualify	 for	

inheritance	 tax	 exemption.	 In	 this	 case,	 the	 relief	 available	 on	 that	

particular	 investment	 will	 be	 lost.	 In	 some	 instances,	 investments	 in	

particular companies will be sold if we believe that the investment 

rationale	 outweighs	 the	 tax.	 If	 the	 investments	 lose	 their	 qualifying	

status	 then	 investors	 may	 not	 receive	 any	 tax	 benefits	 at	 all	 from	

making such investments. Qualifying investment status is subject to 

change	without	notice	and	tax	benefits	are	not	guaranteed.


