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TB Whitman UK Small Cap Growth Fund (the “Fund”) 

Quarterly Investment Report – Q1 2022 

 

The Fund ended the quarter with the NAV (B class) at 119.94p (31 March 2022). This gave the 

Fund return for the first quarter of 2022 of -13.0%1. Our relative benchmark, The Numis Smaller 

Companies + AIM excluding Investment Companies Total Return Index (NSC plus AIM), 

returned -10.4%2 over the same period. Since inception on 9 December 2020, the Fund has 

returned 19.9%, versus 12.3% for our relative benchmark (NSC plus AIM).  

 
Economic and market commentary 

 
It has been a busy few months for the UK Economic fraternity. Predicted UK economic growth 

for 2022 had been set at 6% last autumn but this figure was revised down to 3% in the Spring 

Statement. On inflation, the expected 2022 rate announced in October of 2021 had been 4.0% 

but this figure was dramatically reset to 7.4%3 in March. With a degree of understatement, Rishi 

Sunak announced to the House of Commons, “There is an unusually high uncertainty around 

the economic outlook”. 

 

Similar sentiment prevails across the globe. China is set to have the lowest growth rate for 30 

years in 2022, the US consumer is reeling from consumer price inflation of 8.5%4, the Euro area 

is experiencing 7.5%4 inflation and certain countries, such as Spain, are experiencing a 9.8%4 

inflation rate. 

 

As prices outpace nominal earnings growth, allied to the significant increase in taxation from 

the changes which came in on April 1st, the UK is predicted to see real living standards fall by 

2.2%5 in the current financial year. Overall tax rises over a 2-year period announced by Chancellor 

Sunak amount to 2%6 of GDP and it is worth noting that it took 10 years for the last Labour 

Government to raise taxes by a similar amount! 

 

Inflationary pressures were mounting before Russia's invasion of Ukraine on 23 February but 

have certainly been increased since that day. What Putin had hoped would be a short, sharp 

war with minimal economic dislocation is turning out rather differently. How is the Ukrainian 

war likely to end? One thing seems sure: Putin will not back down or contemplate defeat. He 

will cling to power and blame everyone around him. Every day the war goes on Putin gets 

weaker. He seems destined to continue the fight until either he can claim a victory, or he is 

forced out.  

 
In the longer term the effect of the war has had two major economic consequences: 

1. A reversal of the globalisation trend which has been such a force for deflation over the 

last 2 decades; and 
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2. It has provided added impetus to the concept of 'energy security' as countries, in 

Europe in particular, scramble to reduce their reliance on imported Russian 

hydrocarbons. 

So how are stock markets viewing the current seismic economic storms? The answer is after an 

initial shock they are showing signs of stabilising. Against the backdrop of rising inflation and 

interest rates, and falling growth rates, the UK smaller cap market had a weak first two months 

of the year. It has since recovered with a 10%2 rise from the year-to-date low. The key to 

improving market sentiment is being able to look through current travails and be able to say 

that the worst fears on inflation or interest rates will either not be realised or have passed. There 

are, to be sure, a few positive straws in the wind, such as the cost of sending a shipping 

container across the world falling 20%7 in recent weeks as global shipping routes continue to 

re-adjust to a more normal post covid economic environment. Inflationary pressures are 

showing early signs of easing in parts of the economy, despite the negative headlines.  

 

 
Fund Composition and Quarterly Activity  
 

Over the quarter we reduced our cash weighting from 13.7% to 6.0%. Post quarter end the Fund 

received some inflows which has increased the cash weighting to 9%. The significant share 

price falls in several shares provided us with a good opportunity to buy names where the 

fundamental investment case remains strong (despite the macro environment) at a more 

attractive valuation. Given the on-going issues to supply chains, the significant rise in energy 

prices and the other in-put cost pressures, we have been particularly focused on adding to 

names that have defensible margins (i.e. a high degree of pricing power) and limited reliance 

on global supply chains. 

 

We added to several existing holdings, including Tracsis (software provider to the rail industry), 

Alpha FX (technology led foreign exchange specialist), and Games Workshop (the global 

owner and manufacturer of the Warhammer miniatures game). 

 

We repurchased a position in Auction Technology Group (global operator of online 

marketplaces for auctions) after a 40% share fall from the start of the year. We had previously 

sold after a substantial rise in the shares resulted in the valuation looking very stretched. Other 

new positions include PPHE Hotel Group (international hospitality real estate group) and 

Bloomsbury Publishing (independent publishing house). Both these companies have 

appealing growth characteristics but can also pass on inflationary pressures to customers with 

relative ease. For example, PPHE is a hotel group which can adjust prices daily to ensure 

margins are maintained.  

 

Two companies that disappointed were Access Intelligence (software provider to PR and 

marketing departments) and Reach (newspaper and magazine publisher). Access reported 

higher than expected churn in Southeast Asia and Reach reported a slowdown in digital 

revenue growth as well as cost inflation running ahead of expectations. We have sold both 

positions and recycled the capital into more attractive investments.   
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Aside from these two disappointments, the rest of the companies in the Fund have delivered 

earnings and trading updates that have at least met our expectations. To that end, the fall in 

the NAV is attributable to market wide valuation contraction as opposed to a more concerning 

deterioration in company earnings. Overall, the outlook for the companies in the Fund remains 

strong. 

 

Investment Examples 

 

In each quarterly report we elaborate on two companies. Last quarter we discussed Loungers 

and Alpha FX and in this quarter we discuss Bloomsbury and JTC. 

 

Bloomsbury (market cap £332m, 1.10% of NAV) is an independent publishing house based in 

London and run by its founder Nigel Newton. The business was founded in 1986 and hit early 

fame with the publishing rights to the Harry Potter series, from which it still generates 

significant revenue and profit. For many years the company was arguably a ‘one trick pony’ 

however the business has evolved much over the last five years, delivering impressive growth 

from increasingly diversified revenues. One area of particular interest has been the 

development of Bloomsbury Digital Resources (BDR), an online content and publishing 

platform focussed on serving a global community of students, scholars and librarians with 

primary documents, critical texts and historical archives. This relatively nascent division 

(launched five years ago) is delivering revenues of £15m8 via annual subscription fees based on 

the level of content made available to the user, normally a university. With the platform already 

serving a wide range of universities, the cross-selling opportunity when adding additional 

content is significant. BDR growth was recently reported at 30%8. Bloomsbury are adding 

content both organically and through acquiring small academia focussed publishers who lack 

the capabilities to deliver content digitally. Operating margins for the division are above 30%, 

well ahead of the group margin of 12%8. The subscription model is particularly attractive given 

the peaks and troughs of the core consumer publishing division, which has also been 

performing very well. In our view the underlying quality of Bloomsbury is improving and the 

growth prospects, both organically and via M&A, are more attractive than they have been for 

several years. The stock trades on 16x p/e and a 7.5%8 free cash flow yield for the year ending 

February 2023, which we consider good value for an improving business with strong growth 

credentials. With net cash of over £30m on the balance sheet and annual free cash flow of over 

£25m8, the company has plenty of capacity to continue to make meaningful bolt on 

acquisitions. 

 

JTC (market cap £1.1bn, 2.70% of NAV) is a leading provider of outsourced corporate, private 

wealth, fund administration, and reporting and fiduciary services. We previously wrote about 

JTC in the 2021 Q2 report, outlying our investment case. The company has performed well for 

the Fund over the last ten months, returning 24% (up to 22 April 2022). Despite the share price 

return over the last ten months, the company is trading on the same valuation as it was a year 

ago (25x current year p/e), meaning the return has been delivered entirely through growth in 

earnings per share opposed to any valuation expansion. We recently had a one-on-one meeting 
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with management which enhanced our enthusiasm for the investment. Management talked 

us through in detail the opportunities they are seeing in the North American market, where 

increasing compliance regulations are pushing asset managers (particularly in alternatives) 

and banks to outsource the fund administration function and FACTA reporting for complex 

trusts. JTC are very well positioned to continue to grow in North America where there is ‘no 

shortage of opportunity’. They already work with 8 of the 10 largest global investment banks 

and recently announced their largest ever contract win, at $2.5m annually9. We believe that JTC 

is well set to continue to deliver consistent organic growth. In the 34 years since it was founded, 

they have grown revenue and profits in 329 of them.  

 

 

Outlook  

 

While there is no shortage of issues to be concerned about, there is also plenty to be positive 

about. Most of our companies are reporting strong growth and stable margins. While we 

cannot predict the outcome of the Ukraine / Russia conflict or the top for interest rates, we can 

construct a portfolio of companies that can weather the storm. Our focus on high quality 

companies, with excellent management teams and predictable demand for their products and 

services gives us confidence that they will stand the tests of today’s corporate environment and 

continue to deliver strong returns for unit holders over the medium term. 

  

 

Christopher Pease 

Joshua Northrop 

 

26 April 2022 

 
 
Sources: 
1 TB Whitman UK Small Cap Growth Fund  

2Numis Indices 31 March 2022 
3 Bank of England  
4 The Financial Times 
5Office for National Statistics 
6Institute of Fiscal Studies 
7Various company meetings 
8Bloomsbury Financial Results / Whitman Internal Research 
9JTC Financial Results / Presentation 
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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 £1.9bn. 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.  
 
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 26 April 2022. 


