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Active January for AIM
January was an active month for trading
on AIM, with more than one million
trades during the month. The figure is
a few thousand below the 2019 peak in
July, but there were 23 business days
against 22 this January. The busiest day
of trading was 23 January, the day after
the FTSE AIM All-Share index peaked at
968.16. There were 65,532 trades, valued
at £506.8m.
This is not the most active start to
a year, because there were 1.1 million
trades with an average daily value of
£295m in January 2018. The average
daily value this January was £292.8m.

The AIM All Share index rose by nearly
8% from the day of the General Election
to its recent peak on 22 January. The
index has subsequently fallen back
but it was still 5.7% higher than on 12
December, However, the index fell by
0.8% during January.
The number of companies on AIM fell
by 12 – net of three new admissions,
two of which were reverse takeovers.
Six companies were taken over and the
rest left because they were reducing
costs or being wound up. Another three
companies left AIM in the first week of
February.

IHT relief under scrutiny
A cross-party group of MPs is suggesting
changes to Inheritance tax (IHT), which
may appear attractive to individuals.
However, they could hamper investment
in AIM companies. IHT portfolios
comprise an important component
of the cash invested in qualifying AIM
companies and these investments can
currently be passed on free of IHT. This
relief is likely to be abolished under
these proposals. It is unclear how
seriously these proposals will be taken
by the government.
In its report, called Reform of
inheritance tax, the All-Party
Parliamentary Group on Inheritance
and Intergenerational Fairness want to

reduce the headline rate of IHT from
40% to 10% for estates worth less than
£2m and above that threshold a rate of
20% is suggested. They would also like
to bring in a flat-rate gifts tax paid on
lifetime gifts, probably at the same rate.
The idea is to simplify the IHT regime
and remove the complex reliefs. The
Treasury says that it will consider the
findings of the report.
The latest report follows last July’s report
by the Office of Tax Simplification, which
has already suggested a review on the
tax relief offered by AIM shares. There are
calls for the tax relief on AIM shares to be
assessed to ascertain whether it is value for
money for taxpayers.
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general news

US listing submissions
Gene editing services provider
Horizon Discovery and online
gaming technology supplier GAN
have submitted draft registration
statements with the Securities
and Exchange Commission (SEC)
in advanceof a planned listing on
a US market. The SEC will review
the filings before any offer can go
ahead and it will depend on market
conditions.
Horizon wants to issue American
depositary shares (ADSs) and gain a
listing for these in the US. It intends
to retain its AIM quotation and
use the cash for working capital to
finance the growth of the business.
GAN generates the majority of
its business in the US and it has
an enormous opportunity to grow
on the back of the legalisation
of internet gambling in the US. It
already has a customer base of landbased casino operators. Trading was

ahead of expectations in 2019 due
to increased demand for internet
gaming in the US states where it has
been made legal.
Tiziana Life Science is even further
advanced with its US listing plans.
The oncology and inflammation
therapeutics business has filed
a more advanced registration
statement that enables it to conduct
a fundraising. It plans to cancel its
AIM quotation later this year.
Microbiome-based treatments
and supplements developer
OptiBiotix is also exploring the idea
of a dual quotation on Nasdaq. The
company believes that the high
level of US investor interest in the
microbiome will create greater
liquidity in the shares and offset
the higher costs associated with
a Nasdaq listing. This listing is not
likely to happen in the near future,
though.

Saatchi
probe
A Financial Conduct Authority
investigation is being launched
into the accounting of advertising
firm M&C Saatchi, which dropped
out of the FTSE AIM UK 50
index last year. This followed a
share price plunge due to the
announcement of accounting
adjustments. Part of the problem
related to revenue recognition with
outstanding fees being included in
revenues. Also, some assets were
overvalued in the balance sheet.
KPMG was the company’s auditor,
but it has been replaced by PwC.
Total adjustments of £11.6m will
be included in the 2019 figures.
Revenues will be down by twofifths on the previous year. The
good news is that net cash will be
at least £15m, which is better than
expected in December.

accesso overhauls management
Digital ticketing technology
provider accesso Technology ended
its formal sale process without a
suitable offer and both its chief
executive and finance director are
leaving. The share price has fallen
by more than four-fifths in less
than 18 months and accesso needs
to show that it can improve its
performance after disappointing
the market and losing its premium
rating.
Steve Brown is returning to the
role of chief executive. He was a
founder of the accesso business
that reversed into Lo-Q in 2012 and
previously held the role of chief
executive between 2016 and 2018.
He was replaced by Paul Noland,
2 February 2020

who is resigning as chief executive
after less than 22 months in the role.
The formal sale process lasted
six months and this may have
distracted management attention
away from fully pursuing its
strategy for the business. The
appointment of Steve Brown
appears a good move because
he had a decent track record, and
he should be able to steady the
business so that it can rebuild its
profitability.
Peel Hunt has trimmed its
forecast 2019 revenues from
$119m to $117m and underlying
pre-tax profit from $15.2m to
$14m. That pre-tax profit is much
lower than the $24.4m made in

2018. It does not take account
of the costs of the formal sale
process or the likely write-downs
of intangible assets that came into
being through past acquisitions.
accesso is currently trading at
a discount to its most recently
reported net asset value, but
as net assets are dominated by
intangible assets this is unlikely to
be true any longer.
There should still be cash in
the bank even after capitalised
development spending. There is
no short-term prospect of any
improvement in performance,
with market consensus forecasts
suggesting flat profit for three
years.

advisers

Arden set to return to profit in 2021
AIM adviser Arden Partners reported
lower full-year revenues due to
economic uncertainty, weak business
confidence and the knock-on
effect on the smaller companies
market of the problems of
Woodford Investment Management.
Management says that there has
been an upturn in transactions and
fundraisings that has continued into
the current year.
In the year to October 2019,
revenues fell from £7.4m to £6.6m,
with most of the shortfall in
corporate finance revenues even

though the number of transactions
increased from 25 to 36. Funds raised
almost halved from £124m to £67m.
Arden increased the number of
corporate clients on AIM and other
markets from 51 to 55. Research
fees were maintained but there was
much lower equities trading activity.
A £1m reduction in costs meant
that the loss fell from £2.79m to
£2.56m. There was £2.54m of cash on
the October 2019 balance sheet.
So far this year, revenues are
higher than the same period last
year and Arden is trading profitably.

finnCap has signed a lease on
new premises at One Bartholomew
Close in London, which is near
St Bartholomew's hospital and
Smithfield. This will bring together
the finnCap broking and the
Cavendish Corporate Finance
businesses in one building.
The lease starts on 2 April and
there will be a rent-free period until
November 2021. There will be some
overlap with existing premises until
early September. That will lead to an
exceptional charge in the financial
year to March 2021.

ADVISER CHANGES - JANUARY 2020
COMPANY

NEW BROKER

OLD BROKER

NEW NOMAD

OLD NOMAD

DATE

Science Group

Liberum/Panmure

Panmure Gordon

Panmure Gordon

Panmure Gordon

06/01/20

		

Gordon

ValiRx

ETX Capital/Allenby

Allenby/Novum

Cairn

Cairn

06/01/20

Beeks Financial Cloud Canaccord Genuity

Cenkos

Canaccord Genuity

Cenkos

07/01/20

Cenkos Securities

Whitman Howard

Spark

Spark

08/01/20

Cenkos

ADM Energy

Fox-Davies/Pello

Pello

Cairn

Cairn

09/01/20

Solo Energy

Strand Hanson

Shore

Strand Hanson

Strand Hanson

09/01/20

Condor Gold

SP Angel

Numis

Beaumont Cornish

Beaumont Cornish

10/01/20

Redcentric

finnCap

Numis/finnCap

finnCap

Numis

13/01/20

Tatton Asset

N+1 Singer/Zeus

Zeus

Zeus

Zeus

14/01/20

N+1 Singer/Cenkos

Cenkos

Cenkos

Cenkos

16/01/20

Zoo Digital

Stifel Nicolaus

finnCap

Stifel Nicolaus

finnCap

17/01/20

Blancco Technology

Investec/Peel Hunt

Peel Hunt/

Peel Hunt

Peel Hunt

21/01/20

Management
Fulcrum Utility
Services

Group		

Panmure Gordon

Yew Grove REIT

Liberum/Goodbody

Investec/Goodbody

Liberum

Investec

23/01/20

DeepMatter Group

Canaccord Genuity

Shore

Canaccord Genuity

Shore

24/01/20

Blue Star Capital

Cairn

Smaller Company

Cairn

Cairn

27/01/20

Allenby

Allenby

27/01/20

SP Angel

SP Angel

29/01/20

			

Capital

Vela Technologies

Smaller Company

Allenby

			

Capital

Keras Resources

SP Angel

Shard/SP Angel
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company news

Hargreaves Services set for recovery and
cash benefits from land holdings
Industrial services and distribution
Hargreaves Services has endured
many challenges in recent years due
to its exposure to coal and the steel
industry. Hargreaves has recovery
potential combined with property
assets ripe for development that
could generate significant cash over
the coming years. There is also cash
to be distributed to the holding
company by 49%-owned German
minerals trader HRMS.
In the six months to November
2019, revenues declined from
£167.9m to £124.7m, although
underlying pre-tax profit improved
from £2.1m to £2.4m as costs were
reduced. The industrial services
and distribution divisions improved
their profit, while specialist
earthworks broke even. HRMS used
to be consolidated but only the
Hargreaves share of the result is

www.hsgplc.co.uk

There is cash to come
from HRMS
included from now on.
There was a working capital
increase, partly due to British
Steel. Hargreaves is still working
for British Steel and is hopeful that
the business will not close and its
expected acquisition will go ahead.
This meant that net debt was
£25.4m at the end of November
2019 and it is likely to increase in
the second half before falling next
year, helped by payments for land.
The first phase of infrastructure
work at the Blindwells residential
development will be completed
this year. Two conditional contracts,
valued at more than £10m, have

HARGREAVES SERVICES (HSP)

315p

12 MONTH CHANGE % +6.6

101.6

MARKET CAP £m

been signed with housebuilders
and they should be completed
in the second half of 2020. They
account for a small part of the
overall site.
The interim dividend is
maintained at 2.7p a share and the
full-year dividend is also likely to
be unchanged at 7.2p a share. The
repatriation of funds from Germany
should enable Hargreaves to pay
an additional 12p a share dividend
from next year. A 2020-21 pre-tax
profit of £7m would put the shares
on 22 times earnings and the yield
would be 6.3%. The shares are
trading at a one-fifth discount to
net assets.

Angle expects FDA approval later this year
Diagnostics
Angle believes it could gain FDA
approval for its Parsortix liquid
biopsy test before the end of 2020.
Parsortix can capture circulating
tumour cells, which can then be
analysed. The specific approval
would cover breast cancer. Angle
would be the first company to
receive FDA Class II clearance for a
device harvesting intact circulating
tumour cells. The experience of
gaining the initial approval will
help Angle when it applies for
approvals covering other cancers.
Angle confirmed, following a
face-to-face meeting in January,
4 February 2020

www.angleplc.com
ANGLE (AGL)
12 MONTH CHANGE %

70.5p
+17.5		MARKET CAP £m 121.9

that it should file a De Novo
submission with the FDA for
Parsortix by the end of March.
There is some additional study
work required by the FDA, but this
should not hold up the process.
Clearance would allow Parsortix to
be used in drug trials as well as the
continued monitoring of patients
who have been successfully
treated.
Revenues remain modest, but

they rose 47% to £401,000 in
the six months to October 2019.
Angle remains loss-making with
significant investment in trials and
further development. Net cash
was £20.4m at the end of October
2019, with a £1.9m R&D tax credit
due to be received. By April net
cash is expected to fall to £12.8m
and there should still be cash in
the bank going into 2021.
Angle is changing its year end
from April to December in order
to bring it in line with its peers.
The next results will be for eight
months to December 2019.

company news

NWF adds to warehouse capacity and seeks
further fuels purchases
Fuels, feed and food distribution
NWF reported a 25% improvement
in interim pre-tax profit to £3m,
but investment in the business will
hold back profit for the full year. The
benefits, though, will show through
in the future.
NWF is number three in the UK
fuels market, with 2%, and it has
made five acquisitions in the past
12 months, which have increased
volumes by 30%. First-half profit
contribution rose from £900,000
to £1.4m. Management expects
to continue to purchase fuels
businesses on a regular basis to
enhance the geographical spread of
the division and increase volumes.
Brexit-related business caused
additional costs to the food
distribution business but even
so, operating efficiencies helped

www.nwf.co.uk

Feeds grew market share

NWF (NWF)

186p

12 MONTH CHANGE % +10

the division improve its profit
contribution from £1m to £1.4m. A
new five-year contract will underpin
the recent leasing of a warehouse
in Crewe. This will take capacity
to 137,000 pallets and NWF will
be using about 125,000 pallets of
this capacity when the contract is
underway.
Feeds volumes were 6.5% higher
compared with a declining market.
This market share gain enabled
the feeds division to report a flat
contribution of £700,000 even
though commodity prices have
fallen.
Net debt was £14.9m at the end
of November 2019, but it will be

MARKET CAP £m

90.7

higher at the year-end. Peel Hunt
expects a dip in pre-tax profit from
£9.7m to £9.5m due to £500,000
of start-up costs for the new
warehouse in the second half. The
interim dividend was maintained at
1p a share, but the total dividend is
expected to be around 5% higher at
6.8p a share.
Once the new warehouse is up
and running – probably in around
six months - and the recent fuels
acquisitions make a full contribution
next year, pre-tax profit could
improve to £10.7m. The shares are
trading on less than eleven times
prospective 2020-21 earnings.

China concern follows Christmas blip at Joules
Fashion brand
Fashion brand Joules reported
slightly better than expected interim
profit, but it had already warned
that it had a poor Christmas due to
its own errors. There was a manual
stock allocation error that meant that
Joules did not have enough stock
available to sell to customers online
because too much was sent to stores.
Website traffic was 8% ahead but
customers could not buy what they
wanted, so online sales were lower
during Christmas.
The latest concern is interruptions
to the supply of clothing from China
due to the coronavirus. The majority

www.joulesgroup.com
JOULES (JOUL)
12 MONTH CHANGE % +47.1

187p
MARKET CAP £m

167

of Joules’ products are sourced
via its Shanghai buying office and
manufactured in China. It appears
that a significant proportion of
the requirements for the spring
season have been delivered or are
on their way to the UK, though, so
in the short term it should not be a
problem.
Management believes that the
spreadsheet error was a one-off

and that there should be no lasting
negative effect. Underlying pretax profit for the year to May 2020
could fall from £15.5m to below
£9m – after share-based payments.
There will be additional costs as
a new US warehouse gets up and
running.
A profit recovery to around £14m
had been expected for this year,
which would put the shares on 15
times prospective earnings, but it is
difficult to assess whether this will
be hit by any disruption in supply
from China. The underlying Joules
business remains strong, though.
February 2020 5
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Belvoir financial services strategy ensures
continued profit growth
Lettings franchisor
Franchised lettings agency Belvoir
Group had a strong 2019 even
though economic uncertainty
hampered the overall housing
market. The letting fees ban came
into force at the end of the first half
of 2019 and, while it did hamper
progress, it has not stopped Belvoir
increasing its profit in 2019. The rise
in the share price in recent months
reflects the fact that the fears
concerning the legislation changes
have proved overdone.
The management service fees
from franchisees rose 4%, which was
better than expected. Belvoir has a
strong market position in the lettings
market and also offers estate agency
services. Consolidation appears set
to continue in the lettings market.

www.belvoirgroup.com

There was a 5% upgrade

BELVOIR GROUP (BLV)
12 MONTH CHANGE % +71.8

Building up a finance business
via acquisition has proved a shrewd
strategy. Brook was acquired in 2017
and a further acquisition was made
last year. Growth has been achieved
by offering mortgage services to the
clients of the group’s letting agents.
Brook grew revenues by 148% last
year via a combination of acquisition
and organic growth. At the end
of 2019, an eight-year exclusive
agreement was signed with Dacres,
which is not part of the group
and operates 20 outlets, to supply
financial services.
Net debt declined from £9.6m to

167.5p
MARKET CAP £m

58.8

£6.9m at the end of 2019. Since then,
£2m has been spent on the Lovelles
estate agency group. The trading
statement led to a 5% upgrade in
2019 earnings estimates to 13p a
share.
The share price was held back
by the uncertainty in the lettings
market but in recent weeks it has
broken out of its past range. Even so,
the shares are trading on 13 times
estimated 2019 earnings, falling to
less than 12 times prospective 2020
earnings. The dividend is growing
and should be 7.4p a share for 2019,
which is a yield of 4.4%.

Renew takes another road
Engineering services
Engineering services provider
Renew Holdings has been
re-rated in the past few months as
investors appreciate the regular
maintenance-based revenues of the
core business. Rail, nuclear, water
and telecoms are the main markets
that Renew has addressed. The
latest acquisition takes Renew into
the highways market.
Carnell, which provides civil
engineering, drainage and electrics
services for highways, is being
bought for £38m. A placing will
raise £15m at 474p a share and
the rest of the cash will come from
borrowings. Net debt is expected to
6 February 2020

www.renewholdings.com
RENEW HOLDINGS (RNWH)
12 MONTH CHANGE %

+35.5

500p
MARKET CAP £m 395.4

be £28m at the end of September
2020. There will be £2m of
transaction costs. Most of that debt
should be paid off by September
2021.
Carnell will provide a good
base in the highways market, but
its record is patchy. A decline in
revenues from £46m to £33m in the
year to September 2019 is blamed
on delays to road maintenance
spending. Business is apparently

recovering, and revenues should
get back to the previous level.
However, operating profit is not
expected to reach the 2017-18
level.
There is a total UK budget of
£25.3bn for highways over the
five years to 2025, which is a large
increase on the previous five-year
period.
The lower level of profit would
still enable the deal to be earnings
enhancing. It should boost earnings
by 6% in 2020-21. A pre-tax profit
of £46m is forecast for 2020-21. The
shares are trading on less than 12
times prospective 2020-21 earnings.

dividends

Alumasc builds on
income base
Building products

Dividend
Building materials supplier Alumasc
has been paying dividends for nearly
three decades and it moved to AIM
last June. The total dividend has been
maintained at 7.35p a share for the
past two years. The latest interim
dividend is unchanged at 2.95p a
share, but the final may be edged
up. A total 2019-20 dividend of 7.7p
a share is possible, but it may be
sensible to assume an unchanged
total.
Based on the expected recovery in
profit this year, the dividend should be
at least twice covered.

Business
Construction market conditions
were poor at the end of 2019, but
they are already showing signs of
improvement. Demand for Alumasc’s
products comes from both new build
and refurbishment. It has done the
hard work by remaining profitable
during the tough times and it is set to
reap the benefits of any upturn.
Management has restructured the
solar shading and balconies business
Levolux, which has been a drag on
the performance of the group. The
exposure to lower-margin business
has been reduced and it has been
merged with the profitable roofing
business. This will help the crossselling of the products. Management
believes that Levolux will move into
profit during the second half.
Revenues were not as good
as expected in the six months
to December 2019 due to weak
markets in November and December.
Revenues fell 7% to £41m. Yet,
improved margins offset the effect
on profit. That meant that underlying

Dividend news
www.alumasc.co.uk

				

ALUMASC (ALU)

Price (p)

109

Market cap £m

39.4

Historical yield

6.7%

Prospective yield

6.7%

pre-tax profit was flat at £2.3m. Wet
weather and the General Election
hampered progress. Exports offset
some of the weakness in the UK, while
cost reductions are beginning to
come through.
Water management is the largest
profit generator. Costs have been
reduced by combining two businesses
on one site. Integrated water
management is important when it
comes to sustainability and there is
potential for exports to the Middle
East and east Asia.
Housebuilding products maintained
their profit contribution in a slow
UK new-build market by improving
margins. Launching niche products
is helping to improve the prospects
of the division. Any improvement in
the new-build market will provide a
further boost.
Net debt is expected to be around
£5.5m at the end of June 2020 as
buffer stocks of products are sold
down. The pension contribution is
being reduced from £3.2m to £2.3m
each year and that will help the cash
position.
Alumasc can build up profitability
from its current base. The full-year pretax profit is expected to improve from
£5.6m to at least £7.2m on slightly
lower revenues. The shares are trading
on seven times prospective 2019-20
earnings, which could fall to six next
year. Combined with an attractive
yield, this makes the shares attractive.

Wynnstay continues to increase its
dividend even though there was a
dip in profit last year. The agricultural
products supplier reported increased
revenues on the back of higher
commodity prices, but pre-tax profit
fell from £9.5m to £7.9m and it is
expected to be flat this year. Demand
for feed and fertiliser is being hit by
adverse weather conditions. The
dividend is still being raised by around
5% to 14p a share and this rate of
increase is set to continue. Trading
should recover next year.
Personal injury claims and
conveyancing services provider
NAHL is suspending its dividend in
order to conserve cash. There is still
uncertainty about the regulation in the
personal injuries market and this has
hampered business. The 2020 profit
will be much worse than previously
forecast. Generating claims is costing
more and volumes have been lower.
An anticipated recovery in the
conveyancing business and continued
growth in the critical care division
will not be able to offset the poor
performance of the core business. The
winding down of a personal injury
claims partnership should generate
£5m over three years.
1PM reported a dip in interim profit
but it is sticking to its policy of raising
the dividend. The small company
finance provider increased the interim
dividend by 29% to 0.3p a share. The
full-year dividend should be 1.1p a
share. The interims were held back
by investment in the business and
the same will be true of the full-year
figures. Senior personnel have been
recruited and IT is being developed.
Full-year revenues are expected to
be flat and pre-tax profit is likely
to fall from £8.1m to £6.8m before
recovering next year as the investment
starts to pay off. The prospective 202021 multiple is just over four, while the
yield is more than 4%.
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expert views
Expert view: Registrars

Dematerialisation set to challenge issuers and investors alike
By Simon Griffin

D

ematerialisation, it’s not
the method by which crew
members transport to planets
in Star Trek films so much as an
aspect of security ownership that is
set to become even more critically
important. In the UK, a minority of
holders still prefer to hold physical
certificates that reflect their
individual records on the register.
The majority of holdings are held
in electronic format inside CREST, a
move seen as improving the security
of any asset, as well as enabling
faster transaction clearing.
Whilst electronic holdings grant
the benefits of ownership in the
form of price fluctuation along with
dividend and scrip payments, they
will almost always be registered
to a nominee. Consequently, the
beneficiary is reliant on the nominee
passing on communications and
voting
opportunities
offered
by the issuer. The wish for direct
communication from the issuer
is a motivation for holders still
electing to have their holding in
certificated form via the company’s
registrar. However, any subsequent
trading of their holding via a market
can be delayed as it requires the
dematerialisation of their holding
into a CREST account and probably
into a nominee’s account.
Change is coming, however.
Regulation that stems from the EU
means there is an inexorable move
to end the traditional approach.
However, a dematerialisation
solution that still protects individual
security registration will have to
be achieved. Although the UK will
imminently complete its departure
from the EU, it seems inevitable that
the drive to effect this change will
persist.
The key driver is CSDR (Central
Securities Depositories Regulation),
8 February 2020

which is one component of EU
legislation designed to improve the
functioning and stability of financial
markets, whilst harmonising markets
across Europe. T+2 settlement cycle
is mandatory for trades across the
EU and from last summer CSDR
also facilitated the reporting of
settlement internalisation for asset
administrators. By 2023, all newly
issued securities will have to be in a
dematerialised format, whilst by the
start of 2025, all traded securities will
need to be held electronically.
Beyond
faster
settlement,
dematerialisation offers other
benefits to issuers & holders alike.
Even though the UK is an early 'demat’
adopter, with the functionality
core to CREST, some smaller issuers
have remained sluggish to embrace
the new technology, frequently
deterred by a perception of limited
benefit and the idea that it will be
expensive to execute. By all accounts
however – and even with a relatively
small cohort of shareholders – the
advantages of being able to execute
corporate actions quicker, to easily
monitor register movements and
maintain the register in real time
should be embraced, rather than
feared.
Details of how the mandatory
dematerialisation process will work
in three years’ time remain sketchy.
However, at Avenir we’re already
employing smart technologies to put
our client issuers and their investors
ahead of the curve. Avenir Registrars
do a lot of things differently: for
example we don’t charge a CREST
traffic fee for registry maintenance,
so no nasty surprises for issuers.
Additionally,
every
physical
certificate we issue now comes with
a QR code as standard. So instead
of the inconvenience of having to
use an expensive, premium-rate

broker support line, a holding can
be easily checked, free of charge,
just by a quick scan of the camera
on any smartphone. The certificate’s
QR code takes the enquirer straight
to the holding - including the impact
of actions such as scrip dividends or
stock splits – securely and in a matter
of seconds.
Further moves to accelerate the
process of full dematerialisation for
quoted issuances are to be expected
in the years ahead. Nevertheless, for
unquoted entities, paper certificates
will remain in circulation, although
perhaps simply acting more as a
receipt of the underlying holding that
their registrar records. Ultimately, it’s
important for issuers to understand
that the process of moving a share
register into the digital age isn’t as
complex or as costly as they may
think. What’s more, once you have
adopted an electronic register,
benefits abound for all parties,
particularly if a listing is even a
distant prospect. Whether that’s
communicating with your holders,
gaining a better understanding of
your investor profile, allowing easier
handling of otherwise burdensome
corporate actions or simply offering
beneficial owners a more convenient
way of validating their holdings,
there’s no shortage of upside when it
comes to dematerialisation so beam
up! The tools are here – don’t fear the
inevitable change!
Avenir can help you navigate the
world of securities registration and
benefit from electronic registers.

i

SIMON GRIFFIN is Business
Development Manager, Avenir
Registrars

feature

Fraser grabs stake in handbags
maker Mulberry
Mike Ashley’s Fraser Group has taken a 12.5% stake in Mulberry, one of the
longest serving Aim companies, having floated nearly 25 years ago.
Fully listed retailer and brands owner
Frasers has bought a 12.5% stake in
luxury goods brand Mulberry, which
is currently loss-making. This is part
of Frasers' strategy to develop its
presence in the luxury brands market.
The Mulberry share price recovered
from a five-year low following the
stake acquisition, so this could be an
opportune moment to buy. The share
price was four times the current level
less than two years ago.
Contracts for difference firm
Monecor (London) Ltd also declared a
12.5% stake after Frasers announced
the stake. Monecor runs ETX Capital
and it appears this is the same
shareholding, which was transferred to
Frasers.
Better known as Mike Ashley-owned
sports goods retailer Sports Direct
International, the renamed Frasers
did not say how much it paid for the
shares. The group acquired House of
Fraser in 2018 and intends to convert
seven of the stores still in operation to
a format focused on upmarket brands.
Mulberry products are already sold in
19 House of Fraser stores.
There was no single shareholder
with a 12.5% stake in Mulberry
although Tybourne Equity Master Fund
and Tybourne Long Opportunities
Master Fund owned 11% and sold at
the end of January.
The shares are so tightly held it
is difficult to see what Frasers can
do or what influence it can have.
Singapore billionaire Christina Ong’s
investment firm Challice Ltd owns
56.1% and Banque Havilland has a
24.3% shareholding, according to the
Mulberry website.

AIM pioneer
Mulberry was one of the early entrants
to AIM and it has tended to swing
from star to flop in its time as a quoted
company. It was founded by Roger
Saul in 1971 and joined AIM on 23
May 1996. It was one of the first 160
companies (including reversals) to join
AIM. No more than two dozen of these
companies are still on AIM and many of
them have different businesses than 25
years ago.
The all-time high was reached in the
first half of 2012, when the share price
was nearly ten times its current level.
Fewer than two years ago, Mulberry

to 61.5%. UK retail revenues fell by 3%,
while international revenues were 22%
higher – due to more retail space and
increased digital sales.
There was a £2m bad debt relating
to House of Fraser during the period.
A fall in underlying pre-tax profit from
£7.97m to £1m was announced by the
company, although the adjustments
included £1.82m of launch costs in
Korea and the write-back of profit on
reacquired stock when John Lewis was
converted to concessions. The reported
loss was £5m.
In the six months to September
2019, revenues edged up from £68.3m
to £68.9m. Asia has grown to 14% of

The share price was four times the current level
less than two years ago
was still one of the top 50 AIM
companies by market capitalisation.
Even after the bounce in the share
price it hardly reaches the top 150
companies, although it is still worth
more than ten years ago. To put that
in perspective, Mulberry was valued at
£10m in January 1999.

Financials
Unsuccessful trading strategies have
severely dented the profitability of
Mulberry, although it has recovery
potential.
In the year to March 2019, group
revenues dipped from £169.7m to
£166.3m, even though there was an
additional week of trading in the latest
figures. Gross margin fell from 63.5%

revenues from 9% a year earlier. Gross
margin further decreased from 61.5%
to 59.4%. The underlying interim loss
increased from £6.1m to £9.9m. Net
cash has slumped to £6.4m. There are
no published full=year profit forecasts
on Sharepad.co.uk.

Future
Frasers may think it has a chance of
taking control of Mulberry but that
seems unlikely. Challice paid more than
the current share price for its Mulberry
stake, so it may not want to part with
it without a significant premium to
the market price being offered. It is
more likely that another retailer might
consider a bid and Frasers could make a
turn on its investment.
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Liquidity remains a concern for
companies and investors
The latest Peel Hunt/QCA survey of smaller companies highlights concerns
about liquidity and the decline of investment alternatives as the number of
quoted companies declines.
Liquidity remains a concern for
smaller companies even though
trading levels on AIM have been
improving. 'To be or not to be …. a
private company', the latest QCA/
Peel Hunt Mid and Small Cap survey,
undertaken by AIM-quoted market
research firm YouGov, shows that
investor and corporate views are
becoming increasingly negative.
The survey talks about deequitisation, effectively companies
being acquired, going private and a
lack of new entrants to the quoted
arena. Three-quarters are concerned
about the trend.
The survey makes suggestions
about how liquidity could
be improved. Companies
overwhelmingly want reduced
regulation for quoted firms, but
investors were not as keen, although
34% did agree. Both companies and
investors are keen for dividends to
become tax deductible. Reducing the
costs of being listed is also popular.
One suggestion for improving
liquidity is a re-weighting of
pensions away from bonds towards
shares. UK government intervention
to encourage pension re-weighting
is wanted by 55% of the corporate
responders and 62% of investors.
Suggestions include that pension
funds should have a minimum
percentage of their funds in smaller
company shares. It does not have
to be a large percentage to have
a significant effect on demand for
shares.
The Australian superannuation
funding retirement system and
10 February 2020

401K planning in the US were
suggested as models that should
be assessed. Accounting standards
are highlighted as requiring pension
trustees to put high levels of cash in
bonds rather than shares.

MiFID II
MiFID II is increasingly blamed for
poor liquidity. In the latest survey
79% of those investors surveyed
say that it has a negative impact on
liquidity, which is up from 54% two
years ago. The quality of research
is also thought to be the same or
generally to have declined.
There are 54% of companies
that believe that MiFID II has led to
less research and 78% think it will
decrease over the next 12 months.
The percentage of investors believing
there is a decline in the volume of
research is even higher, with 77%
expecting a further decline.
More surprisingly, house broker
research is thought to be less useful
than that that produced by an
independent source.
There are 71% of investors that
believe that MiFID II rules have had
an overall negative impact on them.

Questions
The three most important questions
that should be asked by companies,
according to fund managers, are
still the same as the previous year
although they are each deemed
to be even more important. The
questions concern the credibility of

the house broker analyst, the breadth
of distribution that a broker has for its
research and the amount of research
written. The don’t knows have fallen
from 19% to 2%.
A quarter of the companies have
taken steps to change their broker
during 2019. This was not a question
asked in 2018.
Interestingly, there has been a drop
in the percentage of companies that
have increased their PR effort to gain
media coverage, that are working
with an investor relations adviser and
that have commissioned research.
Given the market conditions, many
may have felt that it was not worth
investing the money and time last
year.

Survey
It is not surprising that there is a high
element of negativity in this survey.
The investor survey, covering 155
fund managers, was done between 24
September and 7 November, while the
110 companies were surveyed between
22 October and 18 November.
Confidence levels were much lower
during the autumn. There appears
to have been an improvement since
then, although it is not certain that
the greater optimism will continue.
Brokers are suggesting that there
are increasing numbers of deals
in the pipeline. Over the next few
months, it will become clearer
whether the negativity of the survey
is something that reflects the timing
of the interviews or whether it is a
continuing trend.

statistics
Market Performance, Indices and Statistics
FTSE INDICES

AIM SECTOR INFORMATION
SECTOR NAME

% OF
% OF
MARKET CAP COMPANIES

Consumer
Industrials
Healthcare
Technology
Financials
Energy
Basic materials
Property
Telecoms
Utilities

27.9
16.3
12.6
11.6
10.8
6.9
5.1
5.3
1.9
1.2

16.1
16.3
10.1
11.7
12.4
11.5
13.8
3
2.5
1.5

Number of nominated advisers
Number of market makers

FTSE AIM All-Share
FTSE AIM 50
FTSE AIM 100
FTSE Fledgling
FTSE Small Cap
FTSE All-Share
FTSE 100

PRICE

% CHANGE

950.99
5337.75
4860.44
9765.07
5895.86
4057.47
7286.01

+3.5
+5.5
+2.2
-3.9
+9.7
+6.1
+4.6

COMPANIES BY MARKET CAP
MARKET CAP		

NO.

Under £5m
£5m-£10m
£10m-£25m
£25m-£50m
£50m-£100m
£100m-£250m
£250m+

163
81
158
125
121
119
96

TOP 5 RISERS OVER 30 DAYS
		
COMPANY NAME
SECTOR
PRICE (p)

Healthcare

36.5

Katoro Gold

Mining

1.95

+149

7Digital

Media

0.435

+112

863

Asimilar

Financials

28

Goldplat

Mining

+107

5.1

+92.3

CHANGE (%)

48
£104.2bn

Total of new money raised

£115.7bn

Total raised by new issues

£40.4bn

		
COMPANY NAME
SECTOR
PRICE (p)

Total raised by secondary issues

£70.3bn

Cloudbuy

Software

Share turnover value (Dec 2019)

£59.5bn

Ormonde Mining

Mining

MotifBio

Shares traded (Dec 2019)
Transfers to the official list

AIM - 1 YEAR INDEX CHANGE

+192

45.5

Total market cap for all AIM

Number of bargains (Dec 2019)

CHANGE (%)

Novacyt

4KEY AIM STATISTICS
Total number of AIM

INDEX

ONE-YEAR CHANGES

10.2m
619.3bn
191

TOP 5 FALLERS OVER 30 DAYS

0.1

-90.9

0.65

-75.5

Healthcare

0.135

-65.8

LightwaveRF

Consumer

1.35

-63.2

Ince

Lawyers

44.7

-61.2

Source: London Stock Exchange

1020
998
976
954
932
910
888
866
844
822
800

February 1st 2019

January 31st 2020

Data: Hubinvest Please note - All share prices are the closing prices on the 31st January 2020, and we cannot accept responsibility for their accuracy.
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sponsors
AIM Journal
AIM Journal is a monthly
publication that focuses on the
Alternative Investment Market
(AIM) of the London Stock
Exchange and the companies and
advisers involved in the junior
market.
Each month the publication
includes information about AIMquoted company news, changes
to the brokers and nominated
advisers, AIM statistics and general

articles concerning AIM.
AIM Journal has been published
for nearly a decade. There is no
other publication of its type with a
pure AIM focus and a sponsorship
model, making it free to readers.
The pdf-based publication has
an email database of company
directors and advisers and an email
with a link to the latest edition is
sent out each month when the
AIM Journal is published. The

AIM Journal can also be accessed
via http://www.hubinvest.com/
AimJournalDownload.htm.
The readership via the email
is predominantly a professional
one. One-quarter of readers are
company directors, one-fifth
solicitors and accountants, onefifth brokers and 15% PRs. The
rest of the readership is made up
of investors, journalists and other
individuals.

readmitted after a reverse
takeover. These companies have
raised more than £112bn either
when they join AIM or while they
are trading on the junior market.
In 1995, there were 29,099 trades
with a total value of £270.2m.
These days it is unusual if there are
not that many trades in a single
day, although their total value
tends to be less than £270m.
Companies that started out

on AIM include online gaming
operator GVC, healthcare
properties investor Primary Health
Properties, self-storage firm Big
Yellow, animal genetics provider
Genus, online gaming technology
developer Playtech and student
accommodation developer Unite
Group – all of which are FTSE 250
index constituents.

AIM
The Alternative Investment Market
(AIM) was launched on 19 June
1995 with ten companies that had
a total market value of £82.2m at
the end of the first day’s trading.
The total amount of money raised
by new and existing companies in
the remainder of 1995 was £96.5m.
More than 3,800 companies have
joined AIM since then, although it
should be remembered that some
of these are the same companies
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