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The Fund ended the quarter with the NAV (B class) at 112.03p (31 March 2021). As the Fund is still in its 

first year since launch (launch date of 9 December 2020), we are not able to reference performance in our 

marketing material, as required by the UCITS marketing rules. This report and the following two reports will 

therefore not reference performance, however this will change in all investment reports following the one-

year anniversary of the Fund.  

 

Economic and market commentary 

 
The first quarter of 2021 saw a solid performance from all UK equity indices, with hard hit value stocks likely 

to benefit from the reopening of the economy materially outperforming growth stocks. Overall small caps 

outperformed larger caps with the Numis Smaller Companies Total Return Index up 11%1 over the quarter, 

as opposed to the Numis Larger Cap Total Return Index which was up 5.0%1. Many larger companies have 

been hampered by the strength of sterling, which has climbed by 3%2 and 5%2 against the US Dollar and 

Euro respectively over the quarter, reducing the value of foreign earnings. 

 

Despite the undoubted success of the vaccine rollout in the UK and the prospect of a return to normality, 

there are several economic uncertainties that persist. The question that is absorbing more column inches 

than any other, is whether inflation is going to run ahead of market expectations going into the second half 

of the year. If it is, the conventional wisdom is that central banks will need to raise interest rates and that will 

put pressure on stock prices. If inflation remains subdued, equities look set to maintain the upward 

momentum they have enjoyed broadly since the low point of March 2020.  

 

In the US, the new President launched a huge economic stimulus programme and announced tax rises to 

help pay for them. He also heightened the rhetoric concerning human rights across the globe, particularly 

towards China. It is likely that the trends towards anti-globalisation and re-shoring manufacturing continue 

and that may well put more inflationary pressure into the global economy. While we are not focussed on 

attempting to predict the path of inflation over the coming years, we are acutely aware of the risks around a 

material uptick in inflation. 

 

Looking beyond the immediate ‘bounce’ the economy will inevitably enjoy following the easing of lockdown, 

growth in many sectors will be hard to achieve. However, we currently have a favourable political background 

and supportive low interest rates with equities in general still yielding a good deal more than all maturities of 

government bonds. This should be supportive of good quality growth companies.  

 

Sectors that are beneficiaries of higher inflation outperformed over the first quarter, with the mining sector 

up by 22%, the banking sector up by 15% and the oil and gas sector up by 10%3. We are very much 

underweight in these sectors because they tend not to meet our investment criteria.  
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The equity markets continue to show considerable appetite for new issues. The UK saw 23 IPOs (initial 

public offerings) in the first quarter of the year, down slightly from the 33 IPOs in the last quarter of 2020. 

These numbers are significantly up on the last four years as markets continue to unwind from Brexit 

uncertainty while taking advantage of record low interest rates. While we are extremely selective in what we 

participate in, this increased number of new issues is good for UK markets and our investable universe. 

 
 
Fund Composition 
 
At the end of the first quarter the Fund was made up of 45 investments. Our stated range is 30-50 high 

conviction growth investments, and we anticipate being at the higher end of this range for the foreseeable 

future.  

 

While the Fund is sector agnostic, our focus on predictable earnings growth and cash flows does favour 

certain sectors, including software, online platforms, asset managers and business support services.  

 

Our largest sector exposure is in technology which stands at 26.4%4 of the Fund. It encompasses many 

different end markets, giving investors exposure to a wide variety of technological trends. Our exposure 

incorporates the video gaming market (Frontier Developments), B2B software (including digital marketing 

(DotDigital), human resources management, e-learning and reputational management (Learning 

Technologies Group), virtual queueing and ticketing management (Accesso)), mobile payments (Fonix 

Mobile), digital rewards and vouchers (Eagle Eye), digital music production (Focusrite) and data erasure 

(Blancco). The wide range of end markets gives us confidence that we are not overly exposed to one single 

trend, but instead several exciting multi-year growth trends. 

 

The second largest sector exposure is financials at 23.9%4 of the Fund. Importantly our financials exposure 

does not include any banks or insurance companies, as they do not fit our investment criteria. We have 

exposure to a few specialist asset managers where we see very compelling growth opportunities over the 

coming years, particularly in the sustainable investment segment of the sector (Impax Asset Management). 

We also have exposure to investment companies specialising in venture capital opportunities, such as life 

sciences, clean tech, digital health & wellness, and artificial intelligence (IP Group).  

 

The Fund also has holdings in specialist media (e.g., Future), business support services (e.g., Marlowe) 

and consumer goods (e.g., Hotel Chocolat) companies. We have no exposure to commodity or direct binary 

life sciences.   

 

The cash weighting ended the quarter at 9.5%. We anticipate holding cash at between 5% and 10% to 

ensure that we can readily participate in attractive IPOs and secondary placings. We consider this optionality 

as key given the ongoing plethora of deals within our asset class. This will also ensure we are able to take 

advantage of any market corrections by buying more of our favoured existing holdings at lower valuations. 

 

In each quarterly report we will elaborate on two companies. In this quarter we discuss Marlowe and 

Blancco Technologies. 
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Marlowe (market cap £555m, 3.7% of NAV) is a UK provider of safety and compliance services to 

businesses across the country, including health and safety, fire safety and security, water treatment and air 

hygiene, employment law/HR and compliance software. Marlowe operates in a £6.8bn5 highly fragmented 

UK market. Each service is underpinned by regulatory requirements, producing highly predictable revenue 

streams. 83%6 of Marlowe’s revenues are recurring in nature and the average customer relationship is ten 

years. The management strategy is around consolidating the highly fragmented end markets while driving 

above average organic growth through cross selling services to existing clients. The strategy has so far been 

successful with organic growth consistently above 5%, well in excess of underlying market growth. The 

revenue is currently £245m7 with overall market share at only 3.6%. The management team have recently 

announced a target of £500m7 of revenues and 20% EBITDA margins by February 2024. Following a recent 

£100m fundraise to support the buoyant pipeline of potential deals, the company is well positioned to 

continue its buy and build proposition. The company trades on a twelve month forward 3.5% free cash flow 

yield and with underlying free cash flow forecast to grow 20% or more per year we consider this a good 

value growth stock. 

 

Blancco Technologies (market cap £200m, 2.0% of NAV) is a leading software company specialising in 

data erasure and asset reuse across mobile, computer and data servers. The data erasure and asset re-

use markets are growth markets, driven by environmental and sustainability concerns as well as increased 

regulation around personal data security. Blancco’s data erasure software is approved and recommended 

by 15 global governing bodies around the world, supporting 1,800 customers. Clients and distribution 

partners include Amazon and Deloitte. The company boasts a 93%8 gross margin with considerable repeat 

revenues. We consider 15% organic growth achievable over the medium term with scope for operating 

margins to increase to well above 30%. The shares trade on 22x June 2021 EV/EBITDA, dropping to 19x 

2022. On a five year view we see potential for £65m of sales and £20m of EBITDA.  

 
 

Quarterly Activity  
 
We participated in 3 of the 23 London IPOs over the first quarter, demonstrating the selective nature of our 

investment process. We bought holdings in Auction Technology Group (an online auction technology 

platform), In the Style (pure play online women’s clothing brand) and TinyBuild (video gaming developer 

and publisher). All three have significant growth potential over the coming five years. We have balanced our 

enthusiasm for the potential of these listings with relatively small holdings, to reflect the risks surrounding 

new issues and valuations which were reasonable but leave little room for error. 

 

We increased our weightings in several holdings, including IP Group, Accesso Technology and Marlowe.  

 

IP Group, an investment company specialising in unquoted life science and technology companies 

emanating from UK universities, has announced that its largest holding, Oxford Nanopore, has started the 

process to IPO later this year. Oxford Nanopore is a global leader in genome sequencing. There is scope 

for a material uplift on the last valuation. Furthermore, we see improving UK market sentiment around several 

of IP Groups holdings as being supportive for the future. After adding to the position and strong performance, 

IP Group is now the Funds largest position (4.4%). 
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Accesso Technology, a software provider of virtual ticketing and queuing to leisure, entertainment, and 

cultural markets, has been in turnaround mode for 18 months with a new management team at the helm. 

Recent trading showed a better than expected performance despite Covid-19 social distancing restrictions 

across much of the client base, and the company is very well positioned to benefit from increased demand 

of digital solutions as and when venues start to reopen.  

 

We increased our holding in Marlowe following their capital markets day where the management team laid 

out a very compelling three-year plan to grow materially the business to £500m in sales and £100m in 

EBITDA7. 

 

Outlook  

 

We are optimistic on the outlook for the smaller company sector, and more specifically the companies that 

are owned in the Fund. The vaccination rollout across Western Europe will soon be completed and that will 

refocus attention on economic growth. The Covid restrictions concentrated much attention on changing 

trends both in work and leisure, and many of these trends will continue to benefit smaller more nimble 

companies, in which the Fund is invested. 

 
 
 

Christopher Pease 

Joshua Northrop 

 

16 April 2021 
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Sources: 
1 Numis Indices 31 March 2021 
2 Infront Financial Data 
3 Peel Hunt E&S Monthly, 1 April 2021 
4TB Whitman UK Small Cap Growth Fund March 2021 Factsheet  
5 Marlowe Investor Presentation March 2021 
6Marlowe Half Year Results Financial Year 2021 
7Marlowe Capital Markets Day & Trading update 17 February 2021 
8Blancco Technology Half Year Results Financial Year 2021 

 

 

 
 
 
Investment Process 
 
Our investment process is focussed on identifying companies that have strong earnings growth potential 
with a high degree of predictability, with market capitalisations of between £50m and £1.6bn. Once we have 
identified a company that has strong earnings growth potential with a high degree of predictability, we look 
to identify three key company characteristics. These characteristics form our investment criteria which each 
growth company must meet and are as follows: 
 
1. Exceptional management with meaningful equity shareholdings;  
2. Strong and sustainable competitive advantage; and  
3. Predictable and strong cash generation. 
 
Growth companies that possess all three of these characteristics can re-invest self-generated cash at a high 
level of return, generating more cash which can be re-invested. It is this virtuous cycle that delivers the most 
consistent and attractive growth in earnings. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Risk Warning  

 
This document is intended for use by professional investors and advisors. It should not be relied upon by 
private investors. 
 
Opinions expressed whether in general or both on the performance of individual securities or funds and in a 
wider economic context represents the view of the fund manager at the time of preparation and may be 
subject to change without notice. It should not be interpreted as giving investment advice or an investment 
recommendation. This document is produced solely for information purposes only and may not be copied or 
distributed without expressed permission.  
 
Past performance is not a guide or guarantee to future performance. Investments are subject to risks and 
may also be affected by exchange rate variations. The investment value and income from them may go up 
as well as down. Investors may not get back the amount they originally invested.  
 
Issued and approved by Whitman Asset Management Limited. (FRN 916792) on 16 April 2021 


