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BALANCED PORTFOLIO

2021 proved to be a satisfactory year for client 
portfolios with our Cautious (+14.10%), Balanced 
(+15.72%), Growth (+16.44%) and our inheritance 
tax free AIM portfolio (+29.59%) year on year. 

Leading contributors in portfolios with shares were 
Character Group Plc (+49.40%), Lloyds (+34.86%) & 
Staffline (+47.87%).  Detractors Alibaba (-48.49%) 
& Walt Disney (-13.72%). We remain convinced of 
the investment case for all five names mentioned 
and encourage clients not to grow too enthused 
or despondent by short term moves in any of their 
share prices.

Alibaba is a name worth highlighting, as I think 
it represents a similar opportunity to when we 
increased our position in Apple in 2018 after the 
stock fell by over 30%. We were convinced then, 
as we are now, that buying more of an exceptional 
business when it trades at an attractive price 
generally turns out very well long term. If it does 
half as well as our position in Apple has, we will be 
delighted. 

While Amazon has around 250 million daily active 
users, Alibaba has near to 1 billion. We expect this 
to double over time. Alibaba has the advantage of 
having the equivalent of over $60 billion dollars 
in cash and has recently increased its plans to buy 
back stock from $10 to $15 billion before the end 
of 2022. We see this as good sign especially as 
we think the shares are undervalued. Strange for 
investors to consider, but we should hope that the 
shares remain low for a while longer so that the 
buyback can be more effective. 

Consider the following example on buybacks: A 
company has £10 million in earnings and has one 

At Henry Spain we work hard to create tailored 
portfolios to help fulfil our clients’ long-term 
investment needs. Our aim is to take the stress and 
complication from investing by providing a holistic 
service, which is centred on understanding your goals.

We believe that diversification in terms of asset type, 
sector and region is key to being correctly positioned 
in the market. We manage portfolios in line with 
your attitude toward risk to take advantage of any 
opportunities as we identify them, and endeavour to 
achieve your investment goals. 

Market Harborough & Oakham

Source: Morningstar and Henry Spain. Data reference points:  01.01.2012 – 31.12.2021
*performance is based on a portfolio value of £500,000+ net of 1.25% + VAT annual management fee. 
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Henry Spain Balanced Portfolio

Source: Morningstar and Henry Spain. Data reference points: 01.01.2012- 31.12.2021 
*performance is based on a portfolio value of £500,000+ net of 1.25% + VAT annual management fee. 

The factsheet should be read in conjunction with the Costs & 
Charges Illustration.
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million in shares outstanding; the earnings are 
therefore £10 a share. If we increase the number 
of shares outstanding to two million the earnings 
per share will decrease to £5 a share. Likewise, if 
we decrease the number of shares outstanding 
to half a million, we will increase the earnings per 
share to £20. There’s no mystery: if a company 
buys back its own shares it can increase its 
earnings per share even if the actual earnings don’t 
increase! 

Another simple rule is: if you see a business with 
lots of cash and generating more with little to no 
debt, chances are they will sail through difficult 
times. A company struggling with little to no cash 
and sitting on a mountain of debt is probably a 
sinking ship! 

Coming back to Alibaba: its earnings are $22 billion 
in US dollars in the last year (+850% from 2011). 
With the strong potential of a sustained period 
of growth ahead, we feel very positive about our 
investment. Cloud data storage remains a key 
opportunity for growth and we expect this to grow 
strongly over the next decade. We, of course, 
may be wrong, but we think Alibaba has strategic 
competitive advantages, and will continue to be 
one of the most successful ecommerce businesses 
globally. 

On another note, eagle eyed investors may have 
noted that we reduced our position in Lloyds in 
the cautious and balanced portfolios. This was 
not because we disliked our holding, but because, 

after topping up in July 2020, the stock more than 
doubled, resulting in a slight imbalance in the 
portfolio, due to an increased percentage in equity 
(not a bad “problem” to have if caused by a jump 
in share values!). We are likely to have to do the 
same with other successful investments in the 
future. But we’ll live with that as it releases cash 
for some of our other ideas. 

The strategy and stocks mentioned are for 
information only and do not constitute 
advice or a recommendation to act. This 
is a strategy best selected by professional 
investment managers who fully appreciate the 
benefits and pitfalls and manage the stocks 
within a portfolio in line with the portfolio 
mandate description and in sympathy with the 
prevailing economic and market driving forces. 
If you buy these shares on your own without 
professional advice, you could lose all your 
capital.
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Henry Spain Balanced Portfolio MSCI PIMFA Private 
Investor Balanced

01/01/2016 – 31/12/2016 8.73% 17.37%
01/01/2017 – 31/12/2017 13.13% 9.92%
01/01/2018 – 31/12/2018 -6.85% -4.76%
01/01/2019 – 31/12/2019 21.21% 16.21%
01/01/2020 – 31/12/2020 5.78% 1.95%
01/01/2021 – 31/12/2021 15.72% 12.54%

Henry Spain Balanced Portfolio MSCI PIMFA Private Investor Balanced

1 Year (01/01/2021 to 31/12/2021) 15.72% 12.54%
5 Year (01/01/2017 to 31/12/2021) 56.36% 39.58%

Since Inception
(01/01/2012  to 31/12/2021) 178.50% 123.80%

Cumulative Performance

Discrete Annual Performance

...continued from previous page

UNDERSTANDING OUR INVESTMENT PHILOSOPHY

Stock investments are not ticker symbols they are a share of 
a real business. Many people choose to watch their portfolio 
on a daily basis and change things regularly, we believe that 
this can lead to mistakes and is likely to lead to higher costs. 
As long as the fundamentals remain solid once you have 
bought a great business the time to sell is rarely ever.

Our preferred approach is to buy businesses with a proven 
track record of growing their earnings successfully over a 
long period of time, and whose products are likely to be 
required in twenty-five years. Companies that succeed in 
increasing the price of their products above inflation, can give 
us the basis for a successful long-term holding.

Be objective and dispassionate. We are conscious of 
behaviour that drives poor investment decisions, which we 
believe helps to give us an edge over many other investors. 
While stock markets are a useful reference point they are not 
our guide to the intrinsic value of a business.

As long as our facts and reasoning are right we are content to 
go against the herd.

We believe that advantages can be gained by just being 
rational and endeavouring to avoid mistakes. We believe in 
only investing in what we can understand and by doing so 
increases the likelihood of achieving the best results.

Pay attention to risk. Most investors are primarily focused 
towards returns – how much they can make and pay little 
attention to risk – how much they can lose. The pay-off from 
a risk-averse long term portfolio orientation is just that, 
long-term. Selecting businesses with inherent competitive 
advantages does not always result in short term gains, but 
overall it should significantly reduce the risk of an inadequate 
rate of return.

Never invest short term or emergency money. Prices will vary
and any investor should be prepared to weather a downturn.
Portfolios should be matched to goals and objectives, not the
stock market as a whole.

Henry Spain Investment Services 

49a High Street                                              
Market Harborough                                        
Leicestershire                                                   
LE16 7AF                                                          
+44(0)1858 898023                      

info@henryspain.co.uk      www.henryspain.co.uk

3 Church Passage
Oakham 
Rutland 
LE15 6DR
+44(0)1572 897510

TOM SPAIN 
Investment Manager 

“Most investors are primarily 
oriented towards return - how 
much they can make and pay 
little attention to risk - how much 
they can lose. My chief concern 
is the quality of the businesses we 
buy because when I get that right, 
returns have been more than 
satisfactory”.
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Risk Warnings: Certain investments carry a higher degree of risk than others and are, therefore, unsuitable for some investors. 
The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your 
initial investment. Where an investment involves exposure to a foreign currency, changes in rates of exchange may cause the 
value of the investment, and the income from it, to go up or down. Opinions constitute our judgement as of this date and are 
subject to change without warning. Neither Henry Spain nor any connected company accepts responsibility for any direct or 
indirect or on sequential loss suffered by you or any other person as a result of your acting, or deciding not to act, in reliance 
upon any information contained in this Leaflet. Before contemplating any transaction, you should consider whether you require 
any advice from a financial adviser which we would be happy to provide. Tax benefits and allowances described in this Leaflet 
are based on current legislation and HM Revenue & Customs practice and depend on personal circumstances. These may change 
from time to time and are not guaranteed.

Henry Spain is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales No. 7118506. 
Registered Office: 49a High Street, Market Harborough, Leicestershire, LE16 7AF.

Stock investments are not ticker symbols they are a share of 
a real business. Many people choose to watch their portfolio 
on a daily basis and change things regularly, we believe that 
this can lead to mistakes and is likely to lead to higher costs. 
As long as the fundamentals remain solid once you have 
bought a great business the time to sell is rarely ever.

Our preferred approach is to buy businesses with a proven 
track record of growing their earnings successfully over a 
long period of time, and whose products are likely to be 
required in twenty-five years. Companies that succeed in 
increasing the price of their products above inflation, can give 
us the basis for a successful long-term holding.

Be objective and dispassionate. We are conscious of 
behaviour that drives poor investment decisions, which we 
believe helps to give us an edge over many other investors. 
While stock markets are a useful reference point they are not 
our guide to the intrinsic value of a business.

As long as our facts and reasoning are right we are content to 
go against the herd.

We believe that advantages can be gained by just being 
rational and endeavouring to avoid mistakes. We believe in 
only investing in what we can understand and by doing so 
increases the likelihood of achieving the best results.

Pay attention to risk. Most investors are primarily focused 
towards returns – how much they can make and pay little 
attention to risk – how much they can lose. The pay-off from 
a risk-averse long term portfolio orientation is just that, 
long-term. Selecting businesses with inherent competitive 
advantages does not always result in short term gains, but 
overall it should significantly reduce the risk of an inadequate 
rate of return.

Never invest short term or emergency money. Prices will vary
and any investor should be prepared to weather a downturn.
Portfolios should be matched to goals and objectives, not the
stock market as a whole.
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