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The Fund ended the quarter with the NAV (B class) at 127.07p (30 June 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 report 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 strength of the UK market which we highlighted in the first quarter of this year continued into the second 

quarter. Again smaller companies outperformed larger companies. The Numis Smaller Companies Total 

Return Index returned 5.5%1 over the quarter, as opposed to the Numis Larger Cap Total Return Index 

which returned 5.3%1. 

 

There is no doubt that the Covid crisis has accelerated the pace of change in the goods and services we are 

all buying and smaller companies are well placed to benefit from this trend. 

 

The wider economic picture continues to send mixed signals to equity markets. On the plus side consensus 

estimates are for the UK economy to rebound strongly over the next 18 months with GDP in 2022 forecast 

to rise by 7%2, the highest rate of growth among the world’s leading economies. On the down side there is 

the obvious prospect of less monetary and fiscal support as Governments and Central Banks look to reign 

back from the unprecedented support measures they have put in place since March 2020. In addition, the 

prospect of higher personal and corporate taxes which the UK Chancellor has signaled is another dampener 

on sentiment although this seems to be fully discounted in current markets. 

 

Most importantly, investors continue to be fixated about whether current inflationary rises are transitory and 

if so for how long. There is clearly the possibility that upward pressure on prices persists and with that comes 

the prospect of the Bank of England raising interest rates earlier than the current consensus prediction of 

early 2023. 

 

Set against these uncertainties and the obvious risks surrounding a further resurgence of the Covid 

pandemic comes the very real opportunities presented in the smaller companies asset class at the moment. 

We list below some of the more obvious reasons for our underlying confidence in the sector. 
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1. The Covid pandemic has served to increase the rate of change and we are very active in playing themes 

such as digitisation, working from home, home entertainment and more of use of online marketplaces and 

e-commerce.  

 
2. The increasing attention that pension funds, financial intermediaries and influential individuals are giving 

to ESG (Environmental, Social and Governance) issues are providing a real head wind for many larger 

companies and a tailwind for many smaller companies. It is very challenging for large energy, building, 

property or industrial companies to pivot their business model in the way that these investors are now 

demanding. Smaller companies, often more nimble, can respond to these pressures more easily. 

 

3. The low interest rate environment continues to facilitate a benign environment for the raising of seed 

capital and the issuance of new shares. Historically larger companies have had a competitive advantage in 

raising money cheaply through the leverage of existing assets and cash flows - this relative advantage is far 

less obvious in the current low interest rate environment. 

 

 
Fund Composition 
 

At the end of the second quarter the Fund was made up of 48 investments, up from 45 at the end of the first 

quarter. 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. We do not plan on going above 50 investments as a way of 

ensuring we focus the Fund on the best opportunities we see across the investable universe.  

 

Our sector weightings are much the same as in the first quarter, with a focus on certain sectors, including 

software, online platforms, asset managers and business support services. The fund is dominated by 

weightings in technology (28.5%), financials (18.0%), media (12.5%) and business services (11.2%)3. We 

mentioned several of the underlying companies in the last report and there has been little change. 

 

The cash weighting ended the quarter at 7.3%, down from 9.5% at the end of the last quarter. 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 elaborate on two companies. Last quarter we elaborated on Marlowe and 

Blancco and in this quarter we discuss JTC Group and Lok’nStore. 

 

JTC Group (market cap £850m, 3.3% of NAV) is a leading provider of outsourced corporate, private wealth 

and fund administration, reporting and fiduciary services. Headquartered in Jersey, JTC has offices in 19 

countries. JTC has delivered over 30 years of consistent revenue growth, with a compound annual growth 

rate (including M&A activity) of over 20% between 2007 and 2020. The company is exposed to strong 

structural tailwinds across the ‘fund’ administration market, driven by increasing cost pressures on clients, 

rising regulatory complexity and prevailing globalisation trends. It is estimated that the underlying outsourced 

market is growing at 4-6%4 per annum as a result of these trends. Given JTC’s global presence and expertise 
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across corporates (both public and private) and private wealth, along with its strong cross sell culture, it has 

been able to grow organically at 8-10% for many years.  

 

Another key attraction of JTC is the high level of recurring revenue, at c.90%5. This is a result of the long-

term nature of the underlying structures they administer and the high costs and administrative burden of 

switching provider. The result is a very strong margin profile, with EBITDA margins comfortably above 30%. 

JTC’s market is highly fragmented, with material consolidation opportunities. The company has a strong and 

disciplined track record of acquisitions, carrying out 20 deals since 2010. We see significant opportunity to 

boost top-line growth to 12-15% with selective M&A, expanding either geographical presence or expertise, 

particularly in digital capability. The shares trade on 25x December 2021 p/e, and we anticipate that with 

acquisitions, earning per share can grow 40% over the next two years. In addition, the sector is of increasing 

interest to private equity takeovers, for example Sanne, a UK listed peer to JTC, was recently bid for by 

Cinven at 29x p/e6. The initial bid was unsuccessful. 

 

Lok’nStore (market cap £190m, 1.9% of NAV) is the fourth7 largest operator of self-storage properties in 

the UK, behind Safestore, Big Yellow (both listed on the LSE) and Access (private). The self-storage market 

gives investors exposure to several compelling long-term trends. Consumers are increasingly living in 

smaller properties as house prices rise. Self-storage facilities offer people an affordable way of storing their 

belongings. For retailers, the long-term trend to e-commerce is decreasing the need for high street presence 

and increasing the need for off street storage. The growth in the number of SMEs is also increasing the 

demand for self-storage, as many small companies lack permanent storage space and need flexibility. The 

UK self-storage industry has grown steadily every year for the last 20 years but remains under-developed 

relative to Australia and the US. In the UK there is 0.737 square feet per person of self-storage compared to 

9.44 in the US and 1.89 in Australia. The main barriers to entry to the market are the difficulty in finding and 

securing suitable sites as well as gaining the appropriate planning consent. Sites cost c.£10m to build but 

have extremely low operating costs, generating EBITDA margins in excess of 50%. The current pipeline at 

Lok’nStore supports a 38% increase in existing space, while keeping the loan to value at a conservative 20-

25%. The attractions of self-storage as an asset class are starting to be recognised by property investors, 

with a reduction in valuation yields across the sector supporting the net asset value. We see meaningful 

scope for Lok’nStore to continue to grow for many years. The shares trade on a 25x p/e for 20% earnings 

growth which we consider good value for a growth stock. 

 

 

Quarterly Activity  
 
The IPO market remains extremely buoyant, with another 278 flotations in the second quarter, marginally up 

from 23 in the first quarter. We continue to employ a highly selective investment process and participated in 

just one, Dianomi. Dianomi operates an online advertising platform which connects buyers and sellers of 

highly contextual advertising content within the financial services vertical. 

 

 

We increased our weightings in several holdings, including Reach, D4T4 and Restore.   

 



 

 

 

 

Whitman Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA registered number 916792). 

Whitman Asset Management has its offices at 53 Davies Street, London, W1K 5JH and is registered in England and Wales under company number: 11283688.

Reach, the newspaper and magazine publisher, continues to make strong progress in its digital strategy. 

Despite boasting an extremely large audience of 47.9m9 people per month in the UK, digital revenues only 

account for 25% of sales. We see scope to increase this towards 50%, driving top line and margin accretion. 

The shares trade on 10% free cash flow yield despite growing cash flow at 10-12% per annum. After adding 

to the position and strong performance, Reach is now 2.4% of the Fund.  

 

D4T4, the data analytics company, continues to make strong progress in its transition from selling perpetual 

licenses to an annual recurring revenue model. They recently launched a fraud protection product which 

should sell well into its existing clients in the financial services sector. Revenue growth is accelerating 

towards mid-teens over the coming few years and margins are forecast to increase meaningfully. 

 

Restore, the records management and secure recycling company, continues to emerge from the pandemic 

in a very strong position. With 80%10 of revenues recurring and a strong track record of organic and 

acquisitive growth, we consider the 9% free cash flow yield as attractive. 

 

 

Outlook  

 

Despite the various macroeconomic challenges that we mentioned earlier, we remain optimistic on the 

outlook for the smaller company sector, and more specifically the companies that are owned in the Fund. 

The vaccination rollout has so far been very effective, and life is starting to resemble signs of pre-pandemic 

normality. We believe, however, that many of the changes witnessed over the last 18 months will persist, 

continuing to benefit smaller more nimble companies, in which the Fund is invested. 

 
 
 

Christopher Pease 

Joshua Northrop 
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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 express permission.  
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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.  
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