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AIM Portfolio Q2 2022 Quarterly Report 
 
The Whitman AIM Portfolio achieved an 

average return over the second quarter of -

16.7%1, versus -15.8%2 for the benchmark (The 

Numis Alternative Markers Total Return Index 

ex Investment Companies).  

 

Economic and Market Commentary 
 
The second quarter of the year has proved to 

be a challenging one not only for UK smaller 

companies but for equities globally. Whilst our 

relative benchmark, the Numis Alternative 

Markers Total Return Index ex Investment 

Companies, fell 15.8%2 over the period, the 

Eurostox fell by 11.5%, the Dow Jones Industrial 

Average fell by 11.3% and the Nasdaq in the US 

by 22.5%3. 

 

The background to these falls are the rising 

inflation rates, which have prompted interest 

rates to rise, leading investors to conclude that 

a recession in the UK is not just probable but 

inevitable. A recession, it is argued, will likely 

dampen demand, and therefore help bring 

down inflationary expectations. It must be said 

that the Bank of England appears not to have 

covered itself in glory over recent months in 

pivoting from predicting inflation to be 

'temporary' before Christmas to more recently 

describing food price rises as 'apocalyptic'. The 

truth probably lies somewhere in between 

with the UK inflation figures (currently 9.1%4 on 

the CPI Index in the month of May) set to peak 

with the second energy price hike in October 

at around 11%. Interest rates are likely to keep 

rising from the current Base Rate of 1.25% to 

between 2.5% and 3%3 depending on how 

rapidly the economy slows down. 

 

Looking longer term it is probable that 

inflation will become more embedded in the 

global economy (when compared to the last 

ten years). This will be nurtured by changing 

demographics where countries such as Japan, 

China, and many European nations all have an 

increasing portion of the population being 

'dependent' on a reducing number of 'active' 

workers, thus pushing up labour inflation. A 

second force for higher structural inflation is 

the current wave of deglobalisation, where 

strained international relationships (Russian 

sanctions, Brexit, China /US tensions) along 

with Covid's induced push towards re-shoring 

has brought a sudden reversal to the 

deflationary effects realised from the last 30 

years of globalisation. 

 

During such times of economic turbulence 

there are both enhanced risks and 

opportunities. On the risk side, companies with 

relatively low margins, high customer 

concentration and a leveraged balance sheet 

are particularly vulnerable. On the other hand, 

companies with solid cash generation across a 

diversified and sticky customer base may well 

see current conditions as an opportunity to 

expand their market share, often by 

acquisition, at much cheaper prices than 

would have been the case a few months ago. 

In the UK the weakness of sterling vs the dollar, 

falling by approximately 10%3 so far this year, 

has opened opportunities for US companies to 
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expand in the UK. In recent weeks we have 

seen Emis, our largest company in the portfolio 

and a provider of medical record software, get 

bid for. Emis has high recurring revenues and 

strong cash generation. The take-out multiple 

was 18.5x EBITDA, representing a share price 

premium to the pre-bid price of 48%5. The 

buyer is American, demonstrating the value 

US buyers are seeing in high quality UK assets. 

In the wider market we have seen bids tabled 

for Biffa, Ideagen, The Go-Ahead Group, 

Countryside Partnership and Caretech 

Holdings, amongst others. All these bids lead 

to stock being retired from the market whilst 

on the supply side we have seen virtually no 

new issues so far this year. 

 

We expect takeover activity to continue but 

overall, we remain relatively cautious in the 

short term as the downgrading of earnings has 

yet to really materialise as the recessionary 

forces gather.  

 

The cash element in the portfolio has stayed 

constant at around 4%1 and we typically stay 

fully invested to ensure we don’t jeapordise the 

Business Property Relief available for investors 

who have held their AIM portfolios for two or 

more years. The average current year p/e ratio 

of the portfolio has fallen from 30x at the start 

of the year to around 18.5x at the end of June. 

Our analysis is still expecting an average 

growth rate in earnings of 15% in 2022 and 10-

15% in 20236, with many of our stocks selling on 

their cheapest rating since 2009 (or indeed 

since floatation). 

Performance relative to our benchmark this 

year has suffered from not having exposure to 

more defensive sectors such as energy (10%7 of 

Aim Index), basic materials (7.9%7 of Aim 

Index), and utilities (5%7 of Aim Index). 

However, in a recessionary environment it is 

typically the commodity stocks that are 

amongst the hardest hit, and we remain 

committed to the structural growth stories 

that are underpinned by our rigorous and 

thorough investment process. 

 

 
AIM Portfolio Stock Commentary 
 
We sold out of Learning Technologies Group 

after holding it for many years. The company is 

increasingly reliant on M&A for growth and the 

corporate end markets may not prove to be as 

‘recession proof’ as the market thinks. 

 

We added two new holdings in the quarter, 

Tracsis and Accesso Technology Group.  

 

Tracsis is a leading provider of mission critical 

technology, software, and consultancy to the 

rail industry. It has strong recurring revenues 

that are in demand as operators increasingly 

rely on digitilisation to drive efficiencies.  

 

Accesso Technology Group provides virtual 

ticketing and queuing software to the leisure, 

entertainment, and cultural markets. The 

technology that Accesso have is increasingly a 

‘must-have’ for attraction operators who are 

working harder than ever to put guest 

experience at the forefront of their thinking. 

Accesso also benefits from a significant 

amount of recurring revenue. 
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Outlook 

 

In conclusion, we would expect the 

macroeconomic news flow to remain 

challenging, not helped by the raft of industrial 

action which will lead to disruption in our daily 

lives. However, there are straws in the wind 

that certain inflationary forces are moderating 

(e.g., the price of copper fell by 16% over the 

month of June) and once the market can see 

the top of both inflation and interest rates, we 

would expect bargain hunters and buyers to 

return to a market which is short of available 

stock. Our strategy is to remain committed to 

quality and profitable growth companies 

within this challenging economic 

environment. 

 

 

 
Christopher Pease 
Joshua Northrop, CFA 
 
11 July 2022 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Sources: 
1 Whitman AIM IHT Model Portfolio 30 June 2022 
2 Numis Indices 30 June 2022  
3 The Financial Times 
4 Office for National Statistics  
5 EMIS Bid Announcement  
6 Whitman Internal EPS Forecasts 
7 FTSE Aim Index 
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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. 


