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UK Stock market economy

UK Equities cheap v ROW

Brexit tail risk reduced but…….

Low growth, low inflation world

Investment rally limited impact below £600m

UK good at start ups, bad at scale ups

Government supportive but more help needed

UK micro cap/ AIM

Better/ cheaper/different growth

Entrepreneurial aligned management 

World leading research and universities

AIM substantial 2019 underperformance

Liquidity scandal

Redemptions and forced sellers

Market Summary 

A year in review and outlook for 2020



AIM microcap is an inefficient market place 

Non fundamental sellers = buyers market

Sub £100m: Exit of mainstream investors
Tax based investors, dedicated microcap funds, HNWs remain

Poor performance and redemptions make for a liquidity driven marketplace

Increasing risk reward below £100m

Strategy:

Avoid companies that are running out of money (obvious but true)
Exception: in or post a fund raise

Scrutinise shareholder lists for forced sellers

Buy companies that can grow through the glass ceiling: £100m

Opportunity in adversity
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Opportunity in adversity 

Similar to 1998/2003/2008
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Penicillin, discovered in 1928…but was not 
adopted as an antibiotic until the 1940’s

Product relevance and adoption

Business model Right price!
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Source Chart: Bloomberg 2019, performance relative to S&P 500 index

Price

Value

Turning innovation into profitable stock picking
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‘We tend to over-estimate the effect of technology in 

the short run and under-estimate the effect in the 

long run’

Amara’s Law
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3
Shooting 
Stars

Fallen Angels

Constant 
Compounders

Source: Gartner Hype Cycle

2

1

The Hype Cycle

Timeline Indicators



Only 10 AIM IPOs in 2019

Don’t just back a clever technology; FAANGs, Microsoft all have excellent business 
models

Evidence that the product is selling, demonstrates demand and functioning sales. 

Seek third party due diligence

3  valuation considerations:
High failure rates in early stage businesses
Dilution
Opportunity cost

Divide the market cap by 10 and work out what has to happen to make that in 
profits

What are previous capital raises and at what level

Valuations in the US are higher, sometimes 10x for UK equivalent. 
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Shooting Stars

A bull market strategy: Proceed with caution
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Easier to cut costs than grow sales

Best targets are previously profitable businesses or companies reducing losses with 
operational gearing

Avoid businesses in structural decline

Some good businesses are inappropriately financed 

New and aligned management favoured

Ensure enough capital is raised in a rescue rights

Falling share prices are a disincentive to employees and customers
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Fallen Angels

Low valuation: good potential upside, but high risk
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Growth in revenues 

Return on capital: Re-investment rate

Alignment: Skin in the Game

Small: Not necessarily micro or nano

Price: Microcap at a big discount to similar mid/large cap  
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Constant Compounders

Mainstream strategy: GRASP
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Avacta

Source: Gartner Hype Cycle

Mercantile 
Ports & 
Logistics

MaxCyte

Polarean

Infastrata
Open  Orphan

Creo

Franchise 
Brands

Essensys

Cakebox

MJ Hudson

iEnergizer

The portfolio may or may not hold any of these positions. Past Performance is not an indicator of future results. The value of an
investment and the income from it can fall as well as rise and you may not get back the amount originally invested. 

Nektan

The Hype Cycle

TM CRUX UK Special Situations Fund

Kape Technologies
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• Important information

• This document has been approved under Section 21 of the Financial Services and Markets Act 2000 by CRUX Asset 
Management Ltd. This document is issued in the UK by CRUX Asset Management Limited. CRUX Asset Management 
Limited is registered in England and Wales (Company no. 08697189) and whose registered address is 48 Pall Mall, 
London, SW1Y 5JG. It is authorised and regulated by the Financial Conduct Authority (FRN: 623757).

• Nothing in this document is intended to or should be construed as advice. This document is not a recommendation to sell 
or purchase any investment. It does not form part of any contract for the sale or purchase of any investment.

• Any investment application will be made solely on the basis of the information contained in the Prospectus (including all 
relevant covering documents), which will contain investment restrictions. This document is intended as a summary only 
and potential investors must read the Fund Prospectus and the Key Investor Information Document (KIID) before 
investing. The KIID and Fund Prospectus and other documentation related to the Scheme, are available from the CRUX 
website.

• The value of an investment and the income from it can fall as well as rise and you may not get back the amount originally 
invested.

• If you invest through a third party provider you are advised to consult them directly as charges, performance, terms, and 
conditions may differ materially. Tax assumptions and reliefs depend upon an investor’s particular circumstances and may 
change if those circumstances or the law change.

• These figures refer to the past and past performance is not a reliable indicator of future results.

• The Authorised Corporate Director is Thesis Unit Trust Management Limited, Exchange Building, St John’s Street, 
Chichester, West Sussex, PO19 1UP. Authorised and regulated by the Financial Conduct Authority.

Important information



48 Pall Mall, London SW1Y 5JG
T: +44 (0)20 7499 4454

E: clientservices@cruxam.com
W: cruxam.com

CRUX Asset Management Limited is authorised and regulated by the Financial Conduct Authority

mailto:info@cruxam.com
http://www.cruxam.com/
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