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NEWSLETTER Q3 2021

The Whitman AIM Portfolio achieved an average return over 

the third quarter of 5.0%1, versus -0.4%2 for the benchmark 

(Numis Alternative Markers Total Return Index ex Investment 

Companies).

Economic and Market Commentary

It was essentially a tale of two halves in the UK market over the 

last quarter. The UK small cap indices were strong up to the 

beginning of September but then gave back considerable gains 

over the last few weeks of the quarter. The AIM market was 

notably weaker into the end of the quarter, with The Numis 

Alternative Markets Total Return Index (AIM) returning -0.4%2 

for the quarter, having been up 4.7%2 for the quarter on 6 

September 2021. The fall in the AIM index in September was 

in large part due to marked weakness in the large e-commerce 

retailers (BooHoo and Asos).

The fall since early September must be put in context. The 

Numis Alternative Index (AIM) was up over 110%2 since the 

pandemic induced lows of March 2020 without a 10% 

correction. The current market nerves have focused on both 

the supply chain disruption fostered by the stronger than 

expected global economic recovery and various 

macroeconomic challenges. Top of the list of the macro 

concerns has been the most recent inflation figures showing 

that prices are increasing at a faster than normal rate. The UK 

Consumer price index has increased by 3.2%3 over the last 12 

months and the still widely used Retail Price Index has risen by 

no less than 4.8%3. The Bank of England has sought to calm 

nerves by saying that these spikes will be temporary and 

brought on by a surge in demand which have failed to be met 

with increased supply. The UK is not alone in these challenges 

with US inflation currently running at around 5%3 and German 

inflation at around 4%3. Inevitably many commentators have 

brought forward expectations that interest rates will rise 

possibly before the end of the year in the UK.

How much of a concern should rising inflation and talk of 

rising interest rates be for investors? Turning to history and 

one thing is for sure - investors should be focused on equities 

rather than conventional bonds. Within the UK equity space, 

we are particularly focused on the challenges posed in these 

specific areas: 

1. Rising interest rate expectations can lead to a switch

away from highly rated stocks in anticipation of central

banks attempting to put a break on growth and taking

away the ‘punch bowl’ of monetary stimulus.

2. Supply chain disruption is clearly happening in many

industries right now with the reliability and price of

overseas goods both under pressure. Many companies

are affected in industries such as electronic goods,

automotive, clothing and retail.

3. Environmental, Social and Governance (ESG)

considerations are increasingly bearing down on the

management of public companies (companies under

private equity and family ownership are not typically

under such pressure). In many cases this puts further

upward pressure on input prices.

4. Constraints on labour supply brought about in part by

Brexit legislation - this has tended not to affect public

multinational companies as much as more domestically

focused ones.

5. The UK Government is grappling with enormous debt

burdens and necessary fiscal adjustments can easily

unnerve investors.

Challenges also present opportunities and the current market 

conditions offer many opportunities for smaller cap 

investors. The trend towards digitalisation is a good example 

as management teams are being forced to reassess their cost 

base in both services and manufacturing as never before and 

re-consider their production, marketing, sales and HR 

functions in order to improve efficiency. One large example 

of this is in Robotic Process Automation (RPA). IBM research 

has highlighted that 60% of business leaders have accelerated 

RPA because of the pandemic. The financial payback of RPA 

is typically within a year and crucially 57% of firms using RPA 

have a more engaged workforce as the drudgery of mundane 

office tasks and manufacturing processes are moved from 

humans to machines.
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We were relatively active in the portfolio over the period. We 

sold out of our investment in Augean following the bid from a 

Morgan Stanley infrastructure fund. We sold out of the 

payment solutions for conference call centres provider Eckoh 

on valuation grounds. We also sold out of the legal services 

firm Knights as they increasingly became reliant on M&A as a 

source of growth.

We bought a new position in Alpha FX, a UK fintech 

specialising in advising and implementing FX risk management 

strategies for companies. The company has a differentiated 

strategy compared to the large investment banks with state-of-

the-art technology at its core, providing clients with much 

greater insight to currency risk and hedging requirements. 

Clients include Asos, Pol Roger and Halfords. Alpha FX have 

less than 1% market share in the UK and are growing organically 

at well over 20% annually.

We also topped up our investments in Restore and Next 

Fifteen.

The portfolio has a balanced exposure across various growth 

sectors. We have resisted the temptation to buy many of the 

recovery stocks which have exposure to the leisure and 

hospitality industry. While this led to some underperformance 

in the first part of the year, more recently it has been a 

contributor to outperformance. We continue to monitor each 

holding and their peer groups very closely and have returned 

to carrying out some face-to-face due-diligence meetings and 

company visits.

Sources:

1 Whitman AIM IHT Model Portfolio 30 September 2021 

2 Numis Indices 30 September 2021

3 The Economist

Christopher Pease
Joshua Northrop

27 Ocotober 2021
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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 

1 Manchester Square, W1U 3AB 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. The AIM Portfolio 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 listed investments are generally more volatile than larger 

market capitalisation 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 saving made regarding the IHT relief applicable to 

the AIM Portfolio. 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. Investment in the AIM Portfolio may not 

be suitable for all investors. You are recommended to seek specialist 

independent tax and financial advice before deciding to subscribe to 

the AIM Portfolio Service. This AIM Portfolio 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 Portfolio Service. 

QUALIFYING INVESTMENTS WARNING

AIM Portfolio investments 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.




