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AIM Portfolio Q4 Quarterly Report 
 
The Whitman AIM Portfolio achieved an 
average return over the fourth quarter of 3.4%1, 
versus -1.5%2 for the benchmark (Numis 
Alternative Markers Total Return Index ex 
Investment Companies). Looking at the whole 
of 2021, the Whitman AIM Portfolio achieved an 
average return of 24.2%, which compares 
favorably vs the benchmark which returned 
7.0%. 
 

Economic and Market Commentary 
 
The final quarter of 2021 was dominated by 
similar themes prevalent throughout much of 
2021. These included:  
 

a) the effect of the pandemic on the 
economy and overall health of the 
economy; 
 

b) the challenges companies are 
facing with broken supply chains, 
increased transportation costs and 
labour shortages; and 

 
c) the effect of rising inflation and 

interest rates on the economy and 
implications for asset prices. 

 
While the pandemic has severely impacted 
economic activity over the last twenty months 
and changed some buying and consumption 
patterns forever, we are now seeing various 
restrictions being lifted across the globe. We 
would anticipate positive news flow to 
continue concerning the opening of borders 
and economies.  
 
On inflationary expectations, it is true that 
central banks on both sides of the Atlantic 
have been underestimating the prospective 
rate of inflation and have consequently had to 
raise their estimates upwards on a consistent 
basis. Revealingly, the Federal Reserve 
Chairman, Jerome Powell, decided to retire the 
word ‘transitory’ entirely when describing 
inflation and with the US currently 
experiencing an inflation rate around 6.8%3 
and the UK Consumer Price Index showing a 
rise of 5.4%4 - a ten year high - it will be inflation 
expectations and data that will be a primary 
focus over the coming year.  

In the UK most wages will certainly not keep 
up with inflation and this coupled with the 
National Insurance Tax increase due in April, 
allied to the fuel price rises, it seems certain 
that the typical UK consumer will be feeling 
poorer over the year.  
 
The Institute of Fiscal Studies calculate that 
the average worker on a £30,000 salary will 
need a pay rise of 7% ‘just to stand still’. Also, by 
freezing the higher and basic rate tax 
thresholds, Rishi Sunak has utilised Gordon 
Brown’s old trick of allowing inflation to push 
more and more people into higher tax 
brackets.  
 
For investors inflation has three key impacts 
to consider: 
 

1) To what extent can companies pass on 
higher prices to customers without 
impacting their own profitability. 
 

2) Central banks are likely to increase 
interest rates meaning higher ‘risk free’ 
returns for investors, acting as a 
downward force for asset prices 
(particularly in growth equities and 
government bonds). 
 

3) Higher interest rates are likely to put an 
unwelcome strain on cash resources of 
highly indebted companies as interest 
payments increase. 

 
When assessing investments for the AIM 
portfolio we have been cognisant of inflation 
concerns by steering clear of indebted 
companies and focusing on companies with a 
high degree of pricing power (more on this in 
Fund Composition).  
 
In many cases the frighteningly competitive 
corporate landscape we now see, means that 
innovation of both business practices and new 
products have become a necessity to remain 
‘in the field of play’. We firmly believe that 
smaller companies, with strong balance sheets 
and great management teams are well placed 
to innovate and capture market opportunities.  
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AIM Portfolio Stock Commentary 
 
We reduced holdings in Dotdigital, YouGov 
and Impax Asset Management over the 
quarter on valuation grounds. All three 
companies had performed very well over a 
period of years but share price appreciation 
had far exceeded earnings growth. We 
continue to like all three as long-term 
investments.  
 
We established a new position in Team17, a UK 
video game developer. This is a company that 
we have held for several years however sold in 
early 2021 on valuation grounds. We have 
continued to follow the company and re-
invested on the back of an accelerating 
pipeline of new game releases as well as three 
bolt on acquisitions which should increase the 
earnings growth of the company.   
 
We added to three existing positions, Alpha FX, 
Emis and Loungers. 
 
Loungers operate an all-day neighbourhood 
café/bar concept combining elements of 
traditional pubs, restaurants, and coffee shop 
culture. The group operates 184 sites under 
two separate concepts. 153 Lounge café-bars 
and 31 Cosy Cub restaurant bars. The first 
differentiating factor that makes Loungers an 
attractive hospitality investment is that its sites 
are open all day, from breakfast right the way 
through to late evening drinks, expanding the 
opening time to 16 hours a day. The all-day 
menu ensures a longer than usual trading day 
which helps drive very low rent to revenue 
(5.6%) and industry leading return on capital 
(>30% on each site). The second differentiating 
factor is that the underlying concept is not 
bound by a particular cuisine or theme, but 
instead seeks to offer customers a range of 
fresh and popular options that are regularly 
refreshed. We believe this materially reduces 
the risk that Loungers are exposed to 
consumer trends around food preferences 
(like perhaps a pizza chain is). The concept is 
focused on winning over the local community 
as a place to meet, work, eat, drink, or relax and 
as such each individual site is called something 

different and do not take the ‘Loungers’ name, 
as a way of preserving an independent and 
local feel. Underneath the independence of 
each site is a highly efficient operating system 
that facilitates a large menu of fresh 
ingredients at a very reasonable price. 
Loungers is a winning concept that resonates 
very well with consumers, and we believe that 
the hyper local catchment area of each site will 
enable a much bigger company in years to 
come. Management is executing on a self-
funded rollout of 20-25 new sites each year and 
we view Loungers5  as an attractive multi-year 
organic growth investment.  
 

 
 
The portfolio has a balanced exposure across 
various growth sectors. 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. 
 
 

Christopher Pease 
Joshua Northrop 
 
26 January 2022  
 
 
Sources: 
1 Whitman AIM IHT Model Portfolio 31 December 2021  
2 Numis Indices 31 December 2021  
3 US Labour Department 
4 Office for National Statistics 
5 Loungers 
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DISCLAIMER 

This document has been prepared by Whitman Asset Management Limited (“Whitman”). Whitman is authorised and regulated by the 

Financial Conduct Authority (“FCA”), registered number 916792. Whitman has its registered office at 1 Manchester Square, London, W1U 

3AB and is registered in England and Wales under company number 11283688. All data has been sourced by Whitman. This document is 

for information purposes only and is not to be construed as a solicitation or an offer to purchase or sell investments or related financial 

instruments. This document has no regard for the specific investment objectives, financial situation or needs or any specific investor. 

Although Whitman 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. The opinions expressed accurately reflect the views of Whitman at the date of this document 

and, whilst the opinions stated are honestly held, they are not guarantees and should not be relied upon. 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. 

 

GENERAL 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 in the Whitman AIM Portfolio. 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 (“Qualifying Investments”). 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. This 

product is classified as high risk and should form part of a diversified portfolio. If investors are unsure about whether the product is suitable 

for their circumstances they should seek professional advice prior to making an investment. 

 

PAST PERFORMANCE WARNING 

Past performance is no guide to future performance and there is no guarantee that the 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 the 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 and 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. Current tax rules and the available tax reliefs offered on investments into AIM-quoted stocks may change at any time, 

and there is a considerable risk that if the legislation changed in respect of these tax reliefs, then those portfolio companies that no longer 

qualified for such reliefs would be subject to heavy selling pressure, potentially leading to significant investment losses. 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 Investments in which we invest may cease to qualify for inheritance tax exemption. In such a 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. 


