] 2t : AIM
nvestors’ Report PORTFOLIO

315t March 2020 - ’ SERVICE

he first quarter of 2020 was acutely painful on AIM. As the severity of the
coronavirus’ spread and the economic implications of governmental responses to
contain it became apparent, there was a mad rush for the exit across all equity markets.
The last time we wrote a newsletter, portfolios were near record valuations. Three short
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months later, things could not be more different.

We will eventually get to the far side of the COVID-19 lockdowns, though in the short- BE“S":'T\RAE&T

term the situation manifests a severe hit to most companies’ cash flows. In navigating this PORTFOLIO SERVICE
new reality, there are two primary questions we are asking of every stock: one, what will - DFM PROVIDER

be the impact of lockdown on its revenues and two, do they have the financial reserves
to survive that loss until the other side?

Regular readers will know that we have always adopted a cautious approach in our stock selection, eschewing the more
speculative ends of AIM and preferring the steady and defensive. We also deliberately seek out companies in sound
financial health and are repelled by excessive debt levels. The result is that we have made very few changes to portfolios
at this time: our desire to own higher quality businesses in good financial health has only increased. Below we highlight
the case of NWF Group, which is a key part of the UK’s food supply chains.

The government’s business support package is also crucial. That HM Treasury will pay the wage bill of affected industries
is not only an essential lifeline for businesses directly, but it also reduces the risk of COVID-19 setting off a downward
spiral of layoffs, gloom, and economic depression. Moreover, the Bank of England’s credit line for British businesses
means companies that would otherwise be in sound financial health have access to the short-term credit they need.
These are critically important for supporting the UK economy and its companies in the short-term.

The selling pressure in the first quarter was indiscriminate. As things settle down and the full financial implications
become clearer, we would expect the defensive qualities and financial health of our portfolio holdings to shine through.
Meanwhile, the road to a world after COVID-19 will be bumpy, but it is there.

Company Focus | NWF Group PLC

In each of our quarterly briefings we present one of the companies in which we invest. We hope that this will give you
a better idea of the kind of opportunities that one can find amongst quality smaller companies that trade on AIM.

NWF Group is a distribution group with three core business lines: Feeds, Food
and Fuel. It is the second largest producer of ruminant animal feed in the UK,
the third largest fuels distributor in the UK, and the market leading food
distributer in the North West of England. NWF estimates that its products feeds
1 in 6 of Britain’s dairy cows.

In the context of the COVID-19 outbreak, NWF Group should prove to be a
relatively resilient business because it is a key part of essential food and
agricultural supply chains. The food industry is one part of the economy that
will continue to operate.

' Moreover, its financial health is robust: indebtedness is relatively modest and
the group has substantial borrowmg headroom available should it need it.
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Jan 2015  Jul2015  Jan 2016  Jul2016  Jan 2017  Jul2017  Jan 2018  Jul2018  Jan 2019  Jul 2019  Jan 2020

2015 2016 2017 2018 2019 | Q1 2020
Hawksmoor AIM Portfolio ! +31.8 +8.2 +9.2 -7.0 +26.5 ‘ -33.0
MSCI United Kingdom Small Cap ? +11.6 +3.9 +17.8 -17.4 +26.1 ‘ -35.1

! Methodology and source: Hawksmoor Research, as at 31 March 2020. Performance is quoted on a total return basis, net of a
1.5%+VAT Annual Management Charge and based on a portfolio of 25 equally weighted stocks typical of those bought for clients
within the Hawksmoor AIM Portfolio Service since launch in January 2016 and a simulated portfolio for the period from January
2015 to launch. Actual market prices paid may have been materially different than that simulated, and thus the returns of an actual
portfolio may have differed over the period. Past performance is not a guide to future performance.

2 Source: MSCI. Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes
any express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof) and
all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a
particular purpose with respect to any of such data. Without limiting any of the foregoing, in no event shall MSCI or any of its
affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct,
indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such
damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent.

Our AIM Portfolio Service invests in exceptional UK smaller companies

for long-term capital growth. It can also be used for inheritance tax e\ Ian Woolley, CFA
planning since we endeavour to ensure that every investment will qualify ~ :,l AIM Portfolio Manager
for Business Property Relief once held for at least two years. —

It is a virtue of Hawksmoor’s size that we are not restricted to only the » M, Jim Wood-Smith
largest most popular of AIM companies, where valuations can become ' » Chief Investment Officer

artificially elevated by tax relief demand. Rather, our proprietary J (Private Clients)

investment process combines a disciplined screening process with

rigorous fundamental analysis designed to identify value and quality. s '%‘ A Ben Luck

It is managed by a specialist team of experienced professionals. For ‘ l [ " Research Assistant
further information, please call 01392 454708. < >
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Hawksmoor Investment Management Limited is authorised and regulated by the Financial Conduct Authority. Registered in
England No. 6307442. Registered office: 2nd Floor, Stratus House, Emperors Way, Exeter Business Park EX1 30QS.

This document should not be interpreted as investment advice for which you should consult your financial adviser. The information
and opinions it contains have been compiled or arrived at from sources believed to be reliable at the time and are given in good
faith, but no representation is made as to their accuracy, completeness or correctness. Any opinion expressed, whether in general
or both on the performance of individual securities and in a wider economic context, represents the views of Hawksmoor at the
time of preparation, they may be subject to change. The value of an investment can fall as well as rise and you may not get back
the amount originally invested. Investments in AIM carry an above-average level of risk — please see Guide to the AIM Portfolio
Service for full details, which can be found on our website www.hawksmoorim.co.uk. Telephone calls may be recorded.



