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A Review of Q2 2024
Tom Spain

Your Best Performing Investments Year to Date

Portfolios continue to improve as we move into the
second half of the year. This, as always, has been driven
by some standout winners; a number of pedestrian
movers and some detractors.

For the year to date, we have seen growth across our
four main portfolios - the Defensive Portfolio is up 2%,
the Cautious Portfolio is up 8%, with the Balanced and
Growth Portfolios both up 11% .

Staffline Group plc - up 67% YTD

Staffline has started 2024 strong, with impressive growth
in its recruitment businesses, bucking the industry trend.
Recruitment GB saw an 8.6% increase in temporary
worker hours, thanks to new contracts with big names
like Tesco and Sainsbury's. In the Republic of Ireland,
permanent recruitment fees jumped by 25% in Q1.
Executive management remains confident in meeting
full-year expectations, reflecting strong operational
performance and effective business strategies.

As a result of this and other positive news the shares are
up 67% YTD.

| continue to represent shareholder interests on the
board of Staffline as Chairman. My focus is to direct
capital allocation decisions and | was pleased that from
operating profits, we are able to continue with our
buyback programme; reducing the number of shares
outstanding, at a price we believe to be still well below
intrinsic value. Such actions make complete sense for
long term holders.

It is an honour, to serve as the Chairman of Staffline

and deliberately on my part | am not remunerated for
the role. At Henry Spain we believe investors have a
responsibility to speak up and roll up our sleeves when
required. We also think the world of business would

be a better place if more shareholders took an active
role in encouraging positive outcomes. All that it takes
sometimes for a business to go off track is for the owners
to do nothing.

Apple - up 11% YTD

Apple's Q2 FY 2024 results highlight its resilience and
innovation. Despite a slight dip in overall revenue to
$90.8 billion, Apple achieved a record earnings per share
(EPS) of $1.53. Services revenue also hit an all-time

high at $23.9 billion. Key product launches, including

the Apple Vision Pro and MacBook Air with M3 Chip,
have been well-received. With $162 billion in cash

and significant returns to shareholders, Apple is well-
positioned for continued growth. The company now has
2 billion active user devices among a very loyal customer
base. As a result, we think Apple is uniquely positioned
in its ecosystem to monetise the adoption of artificial
intelligence.

The Character Group plc-up 7% YTD

The Character Group delivered solid financial
performance in the first half of 2024. Operating profit
surged to £2.1 million from £0.6 million last year, and
pre-tax profit reached £2.1 million. Successful product
launches like "Terror Fried" and continued popularity

of "Goo Jit Zu" boosted sales. With a robust balance
sheet and growing cash reserves, the company is
optimistic about exceeding full-year market expectations.
Shareholders have recently benefited from an increased
dividend yield and an extended buyback program. A
common theme amongst our top holdings.

These updates reflect the strong performance and
strategic progress of our top investments, showcasing
their potential for sustained growth and value creation.
Whilst we have no way of knowing where the share
prices will move in the remaining months of 2024 we feel
confident that the management in all three companies
will continue to deliver robust business performance.

Leading detractors for the quarter were Walt Disney
down 18%, Mohawk industries down 13% and Kraft Heinz
down 12%. We remain convinced of the investment case
for all six names mentioned and would encourage clients
not to become too enthused or despondent over short
term changes in the price of any of their investments.

Tom Spain

Director, Chartered Wealth
Manager & Stockbroker

Tom has managed investments within
discretionary portfolios since the start of the
business and has looked after families overlapping
generations in the local area who have trusted
Henry Spain with their assets. Managing the
Defensive, Cautious, Balanced and Growth
Portfolios, Tom also runs the AIM portfolio which
specialises in small UK businesses for the purpose
of inheritance tax relief.
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Henry Spain on the Road
Dev Panesar

We are thrilled to announce several new initiatives
designed to better serve our community and showcase
our business. Recently, we unveiled new signage at our
office, enhancing our visibility and making it easier for
clients and visitors to find us. This upgrade is part of our
broader effort to create a welcoming and professional
environment that reflects our commitment to excellent
service. We are also excited to introduce the newest
member of the Henry Spain team — our 1956 VW
Campervan!

Our new Henry Spain VW Campervan has been proudly
showcased at various events, beginning with the Blaston
Show in June and the Market Harborough Classic

Car Show in July. As part of our ongoing community
engagement, we plan to attend more car shows and
events in the future.

These events have provided a fantastic opportunity to
showcase the great service we can offer in a dynamic
and engaging way. From the lively atmosphere to the
enthusiastic participation of attendees, each event has
been a testament to the vibrant community we are proud
to be a part of. Our presence at these gatherings has
allowed us to highlight the various facets of our services,
introduce our team, and demonstrate the value we bring
to the community. | personally like to speak to people
about their future aspirations and retirement goals,
whether it be travelling, gardening, crafting or maybe
even having their very own VW Campervan!

Families and children have been especially excited by our
VW Campervan, eagerly taking photos while sitting inside
the iconic vehicle. This new addition to the Henry Spain
family has quickly become a highlight at our events for all
age groups. We also extended our hospitality to our furry
friends, providing dog treats and photo opportunities
inside the van for visitors’ pets.

Meeting with our friendly locals has been a great
experience. Each interaction has offered a unique
insight into the needs and aspirations of our community
members. These personal connections have reinforced
our commitment to being approachable and caring
advisers.

Looking ahead, we are excited to continue participating
in local events and fostering these valuable connections.
Our goal is to remain a steadfast presence in the
community, offering guidance, support, and expertise to
help you achieve your financial goals.

So, keep a look out for the Henry Spain Campervan —
coming soon to an event near you!

Top: Dev and Callum, two of the Henry Spain Wealth Managers with
the van at the Blaston Show.

Bottom: Some of our young visitors enjoying the van at the Market

¢ Car Show (photos used with permission)
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Harborough Classi

Dev Panesar
Wealth Manager

Dev is a Wealth Manager at Henry Spain
Investment Services and works day to day in our
Market Harborough office to help local clients plan
and stay on track with their finances.
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2024 So Far
Chris Bailey

“Some people walk in the rain, others just get wet” -
Roger Miller

| know The Meteorological Office is scientifically
more theoretically knowledgeable than ever but

- even in the early summer - you might still need
an umbrella. However, none of this does not mean
that average global temperatures are not getting
warmer. As for the global financial markets, it is
almost a fifty-fifty split whether an individual day
will be up or down but - as any medium-term
investor knows - such statistics massively improve
as a week becomes a month, a year, a decade and a
generation.

So far in 2024 - and despite a bunch of global
elections, continuing geopolitical uncertainties,
dullish central banks and more - average investor
returns have been absolutely fine. And whilst |
would always encourage investors neither to get too
excited or too fearful about Artificial Intelligence
and related matters, change such as the wheel, the
Renaissance, the Industrial Revolution, personal
computers, the creation of the internet - and much
more - makes a huge contribution over time. Just
remember though, that the internet was created
thirty years before Google was even founded.

For all the good and possibly less good prospects
for the rest of this decade and beyond, the world
of investment, finance and related should be
most focused on trade. And whilst the end of the
Cold War is often cited as the main reason for the
improvements of trade statistics, the real key was
moving away from an overt World War. In this
regard | have long regarded Theodore Roosevelt’s
dictum that a country should always “speak softly
and carry a big stick”, as wise starter advice.

There are a lot of elections around the world this
year, with a number of different and potentially
impactful themes apparent. We all know that
today’s promises may not end up being tomorrow’s
achievements, but ultimately this is shown by the
financial markets. And the bigger the problem,

the more likely it is that directly or indirectly the
corporate world will help find more solutions. In
the twenty-first century, when the world spins, we
are not only part of it but we also know about it all
much more quickly.

All of this means that whilst we can very
legitimately be very concerned about climate
change, national debt levels, geopolitical decisions
and much more, the 2020s and beyond still offer
many better potentials than keeping cash under
your sofa. As naturally global investors, we are
fortunate that the U.K. still retains a number of
historic, timezone and intellectual skills, even before
we consider all of our favourite global consumer,
industrial and technology preferences.

It may not sometimes feel this way, but it should
always be perceived as a glass half full, and not
a glass half empty world. And even if it rains this
summer, keep on walking rather than worrying
about getting wet.

Chris Bailey

Global Equity Analyst

Prior to acting as our Global Equity Analyst, Chris
worked for a London based fund management
group and headed the team for a range

of globally directly invested mutual funds,
personally running the Growth, Balanced and
Conservative funds (collectively c. USS$2bn of
assets) all of which were either first or second
guartile against their respective peer groups
from inception in 2010 to the end of 2012. In
the four years prior to this, for the same fund
management company, he managed global
thematic equity and European equity funds that
also outperformed their benchmarks.
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The "Selective" and "Critical" Functions For

Investment Analysis
Glen Arnold

This follows on from my Q1 insights “On investment
analysis being like practising law or medicine.”

The selective function calls for judgements to be made
about the assembled facts. So, you are trying to establish
whether to buy, sell, retain or exchange for something
else (e.g. shares in an acquiring company).

Benjamin Graham and David Dodd give us a few
examples to help us understand their thinking. The
Wright Aeronautical case is the most interesting and
resonant for today (the company associated with

the famous Wright Brothers, the first flyers in 1903).
This case helps highlight an important differentiating
feature between glamour investors (‘growth’) and value
investors.

In 1922 the market had failed to see a bright future for
aircraft producers and so a Wright Aeronautical share
was selling at only $8 (after the war planes were seen as
fun rather than of great use).

When you consider that it paid a dividend of $1 on
earnings of $2 it seems cheap - if you have good reason
to believe that it will at least maintain its position. Also
try throwing in the fact that it had cash of $8 per share
then you might be very interested.

But Mr Market was not interested and the share
languished at $8!

As Graham and Dodd say: “analysis would readily have
established that the intrinsic value of the issue was
substantially above the market price.”

Then Mr Market gets optimistic.

Earnings per share rose to S8 by 1928 ($3.77 in 1927)
and the dividend doubled to $2, with net-asset value just
under S50.

So, should the market quadruple the share price (to
match the growth in earnings) between 1922 and
1928, i.e. $32? In other words, exhibit some caution
regarding the potential of the earnings growth rate to
start reverting to the mean, but still recognise that the
company had demonstrated high earning power.

For those of us with experience of running business,
caution is natural. There are so many things that could go
wrong, e.g. new entrants causes a fall in aircraft prices, a
series of air disasters, a macroeconomic decline.

The market, instead of being restrained in its
expectations about the future, marked the share at $280.
In its wisdom, it based such a ‘valuation’ not on facts, on
proven earnings and proven balance sheet strength, but
on forecasts of very rosy future earnings growth.

If your selective function is well honed...

“a study of this picture must have shown conclusively
that the market price represented for the most part the
capitalisation of entirely conjectural future prospects —in
other words, that the intrinsic value was far less than the
market quotation.” Security Analysis, 1940, p19.

The critical function

Following on from (a) assembling the facts, and (b)
making a selection decision on whether to buy (or
hold, or sell, etc.), we need to take a hard look at the
soundness of our method, to critically evaluate the
effectiveness of our process.

And we need to examine critically (in the academic sense
— the positive and negative set out) the corporate policies
of the company.

In the critical function we trying to:
® minimise mistakes
e correct abuses

¢ build better protection in our investments

So far we have used “analytical judgements...by applying
standards to facts”. For example in the case of Wright
Aeronautical both in 1922 when our intrinsic value
calculation is very likely to be much higher than the
market price, and again in 1928, when the market price
zoomed way above any reasonable intrinsic valuation.

Even very experienced analysts have to keep asking
themselves whether their standards of selection are
sound and practicable.

When it comes to deriving, thinking about and testing
methods it helps to learn vicariously from the mistakes
of others (you won’t live long enough to make all the
mistakes yourself!), from those who have been through
similar struggles in past decades (e.g. even a 1940 book is
useful today).

Another consideration to be the subject of critical
scrutiny is whether enough care has been taken to ensure
adequate protection on the downside, e.g. if it turns out
that you were wrong on the potential for earnings growth
what fall-back protection is there in the balance sheet —is
there a low level of debt relative to the assets, especially
the more liquid assets?

Continued overledf...
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Continued...

As well as being critical of your own method it is wise to
examine critically:

1. Accounting methods.

Company management have a surprising degree of
latitude, even in this day and age, to present numbers in
a way that puts them in the best light, e.g. emphasising
‘underlying’ profit numbers, being optimistic in

the valuation of inventory that has been sitting in a
warehouse for months, ignoring/downplaying losses from
‘discontinued activities’.

2. Corporate policies affecting the shareholder.
These include:

Capital structure (amount of debt relative to money put
in by shareholders)

Are the managers taking too many risks, or, on the other
hand, not taking advantage of cheap debt to generate
more shareholder by expanding operations?

Dividend policy

Are the managers unreasonably holding onto cash
that they have no good use for, instead of paying it to
shareholders who can then invest it elsewhere for a
greater return than the company is getting?

Or, is there an excessive pay-out of cash such that the
firm does not have enough to invest in all the shareholder
value projects it has available?

Expansion policy

Is the firm expanding, perhaps through acquisition or
organically, at such a rate that it cannot possibly find the
managerial resources and senior manager attention time
to ensure value generation from its ‘strategic’ moves?

Is it destroying shareholder value in building an empire
for the ego-driven managers to sit atop?

Managerial compensation

Shareholders and potential shareholders need to be
particularly vigilant here. It is only human nature that
they will try to take as much as they can get away with.
And, like L'Oreal ladies, they always think they’re worth it.

Look for indications of checks and balances. Perhaps
paradoxically, a dominant shareholder can be good; if he/
she takes only a modest amount in remuneration and
shows clear signs of a commitment to all shareholders.
Others are exploitative..

July 2024

Continue or liquidate?

This is a question that most directors are not genetically
programmed to ask with any seriousness. Of course, we
can get out of the current mess! Just one more push!

Look at our new products! (forgetting that competitors
have copied all their new products within weeks in the
past, causing pricing power to disappear, just ask share
owners of car producers)

Many businesses are in industries with very unattractive
economics, low returns on capital employed. Firms

here do not have any competitive advantage, they just
lose money year-in-year-out. It would be far better to
liguidate.

Dr Glen Arnold, PhD.
BSc Econ (Hons)

Investment Manager

Glen is a member of the Investment Committee
at Henry Spain Investment Services. An
investment and thinker, he has authored the
UK’s best-selling investment book (The Financial
Times Guide to Investing) alongside titles on
value investing (The Financial Times Guide to
Value Investing) and investment trailblazers (The
Great Investors, The Deals of Warren Buffett). In
2013 Glen swapped his professorship to become
a full-time investor.

Investor Update is intended to communicate current economic and capital market information along with
the informed perspectives of our investment professionals. The information in this article should not be seen

as advice or a recommendation to take action. You may contact your wealth manager to discuss the content
of this publication in the context of your own unique circumstances. Material prepared by Henry Spain as a

resource for its Wealth Managers.




Important Information:

Henry Spain Investment Services (‘Henry Spain’) brings the following important information to your attention, which you should
read closely. If you have any questions on the below please ask your Henry Spain Wealth Manager:

At Henry Spain we hold concentrated positions in companies in which we have the highest degree of conviction. Capital is always
allocated to our best ideas while at the same time seeking to avoid outcomes that would result in a permanent loss of capital. This
means that upside return benefits and downside risks for the portfolio may be more affected by the returns and market sentiment
towards individual companies than in more widely diversified portfolios, which is sometimes referred to as greater ‘volatility’.

Where we hold positions for our clients which in aggregate are more than 10% of the shares in issue of a company, our
concentration may mean that it will require us more time to sell and realise cash in respect of positions we decide to liquidate.
This means that if you were to instruct the liquidation of your entire portfolio, it might take longer to realise cash in respect of
such positions than others in your portfolio and that the price might be affected by that liquidation process.

At times, portfolios may have exposure to smaller companies including stocks listed on the Alternative Investment Market (AIM)
which are less liquid. Upside returns and downside risks may be greater than those of larger companies. In times of market or
company-specific stress, it may be harder to trade stocks than at other times. This includes the possibility that a company (no
matter the size) or fund may have had its trading suspended by exchanges or other authorities, or subject to lock up. This means
that we may not be able to liquidate a position in part or in whole in order to release cash into your portfolio and/or meet a
redemption request due to circumstances beyond our control. Under certain circumstances it may be necessary to transfer an
existing position out to you or an alternate provider.

Henry Spain may invest its own money in stocks which are also part of client portfolio holdings. This may include having a material
interest in such companies. We will always ensure that client trades are prioritised over any Henry Spain trades. The Personal
Dealing Supervision Team acts to ensure that clients will not be disadvantaged and are fairly treated and adheres to our Conflicts
of Interest Policy and Aggregation and Allocation Policy. Details of positions will change over time but should be assumed to be
any position in client portfolios. Details are available on request, as are details of our conflicts of interest handling process.

We may be appointed as a Board member (such as a Non-Executive Director) in smaller companies where client interest is
significant and we believe that it is in the best interests of shareholders and clients for us to be able to exert influence on company
management in order to target better returns for shareholders and our clients. A Board member may have access to non-public
price sensitive information from time to time. We and the underlying company typically manage this by stringent application of
“closed periods” where we and company senior employees are only permitted to trade in specific open windows to ensure that
trades are not placed in breach of any Market Abuse or comparable rules.

TOM SPAIN DIRECTOR, CHARTERED WEALTH MANAGER AND STOCKBROKER

Henry Spain Investment Services

49 High Street, Market Harborough, Leicestershire LE16 7AF
01858 898023

3 Church Passage, Oakham, Rutland LE15 6DR
01572 897510

Email: info@henryspain.co.uk
www.henryspain.co.uk
DISCLOSURE

Risk Warnings: Past performance is no guarantee of future results. 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 brochure. 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 brochure 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. This is a financial promotion.
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