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A Review of Q1 2025

Tom Spain

The first quarter of the year delivered an exceptionally strong
start to 2025. Portfolio positions overwhelmingly rallied,
supported by resilient economic data and improved corporate
earnings. Changes in sentiment meant for a meaningful switch
to the upside, after a drab December close, no surprise,
several holdings posting outstanding gains at the start of the
year.

Top Performers

° Alibaba rose 51%, buoyed by improved sentiment in
Chinese equities, strong cost discipline, and renewed
confidence in the outlook for Chinese technology.

° Recent breakthroughs from DeepSeek, an independent
Al company, have highlighted the strength and
potential of China's innovation—providing a tailwind for
companies like Alibaba. Additionally, Apple announced
a partnership with Alibaba to power Al features in
China, mirroring its collaboration with ChatGPT in
Western markets. This endorsement significantly
bolstered sentiment around Alibaba’s strategic
importance and long-term relevance in the Al space.

° Staffline advanced 38%, reflecting confidence in labour
market wins and operational efficiency. Increased
volumes came from key food retailers; Tesco,
Sainsbury's, Morrisons and Marks & Spencer, combined
with increased market share from the logistics sector.
The sale of a non-core business, People Plus, also led to
the announcement of a share repurchase programme
of up to £7.5 million.

. Lloyds Banking Group climbed 31%, as higher rates and
a solid credit environment (borrowers are repaying
loans on time, defaults are low, and the banks feel
confident lending) drove profitability. The Group
delivered £4.5bn in statutory profit and returned
£3.6bn to shareholders through dividends and
buybacks. Strong mortgage growth and £0.8bn in
strategic revenue gains supported performance.

However, markets have recently encountered a major bump in
the road. A renewed focus on trade tariffs—most notably
proposed by President Trump—has reintroduced a sense of
fear, with a market sell off following the announcement.

It’s important to remember that tariffs function as a tax: they
raise prices for businesses and consumers, which can reduce
demand and ultimately slow economic growth.

Markets are now weighing the inflationary consequences of
such policies, alongside the potential for retaliatory measures
that could dampen global trade. The federal reserve Chair
Jerome H. Powell stated that the “tariffs are much larger than
expected” noted that due to there immense scale “It is too
soon to say what will be the appropriate path for monetary
policy”. For those expecting the Fed to rush in and help the
markets with immediate interest rate cuts, you may have to
wait a bit longer with the Fed still battling inflation.

Detractors

° Apple fell 14%, facing short term margin pressures and
demand uncertainty. Long-term fundamentals remain
strong with a robust installed base with over 2.35 billion
active devices

. Walt Disney dropped 14%, as markets questioned
subscriber growth and costs controls in the streaming
segment in a competitive landscape. Yet with strong
content momentum, we see potential growth catalysts
across every segment including launching in the
Autumn of 2025, ESPN’s flagship direct-to-consumer
platform.

. Novo Nordisk declined 23% on increasing investment in
capital expenditures and suspension of share
repurchases at the current time. However, strong
revenue growth and increasing net profits driven by
weight loss treatments make the company’s valuation
look more attractive on a long-term basis.

We remain convinced of the investment cases 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.

Understanding Market Corrections

Corrections and volatility are part of a healthy market cycle.
Long-term data shows that bear markets are not uncommon,
and their impact varies depending on broader economic
conditions. What's clear is they do not last forever and often
represent a buying opportunity.

. Bear markets accompanied by recessions have
historically had a median duration of 528 days and
resulted in a 32.8% market decline.

. Bear markets without a recession have been shorter,
lasting about 224 days, with a more moderate 23%
decline. Source Ned Davis Research.
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Despite how daunting they may feel in the moment; these
events are survivable—and ultimately recoverable before
investments move onto new highs. Even more importantly,
severe bear markets are far less common than minor
corrections. In the past 50 years, most market pullbacks have
been less than 20%, with only a small portion reaching bear
market levels.

Staying the Course

Recent volatility is a reminder that timing the market is both
difficult and often counterproductive. Historically, staying
invested—especially during periods of uncertainty—has paid
off. The power of compounding and recovery means that
missing just a few key rebound days can severely impact
long-term returns.

We believe that staying disciplined and focused on long-
term fundamentals remains the most reliable strategy. As
ever, our priority is to invest in high-quality companies with
resilient business models and attractive long-term prospects.

Looking Ahead

We anticipate continued market volatility as macroeconomic
conditions evolve and political developments unfold.
Nonetheless, we remain confident in our process and our
positions. Thankfully before these events we took profits in
both Apple and Lloyds during the quarter before this pull
down and increased our positions in Gold and short dated UK
government bonds.

We're also excited to share a new addition to the Balanced
and Growth portfolios: Uber. Uber has evolved well beyond
just ride-hailing—it's now a global platform that connects
transportation, food delivery, and logistics. Whether you’re
trying to get from point A to point B, or just enjoy a great
meal at home, Uber is there to move what matters. For
people who like going places and eating well, Uber fits right
in.

We believe the company’s scale, brand strength, and
improving profitability make it a compelling long-term
holding as mobility and digital convenience continue to drive
consumer behaviour.
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Thank you for your continued trust and support—we remain
committed to navigating the months head with clarity,
conviction, and care.

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.

Investor Update is intended to communicate current economic and capital market information along with the
informed perspectives of our investment professionals. The information in these articles should not be seen as
advice or a recommendation to take action. You may contact your wealth manager to discuss the content of this
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Weaponised Trade

Tom Spain

Weaponised Trade and What That Means for Capital

For much of the post-war era, trade was viewed as a stabilising
force—an engine of mutual prosperity and a constraint on
geopolitical conflict. But in today’s fractured global order,
trade has taken on a different role: that of a weapon.

The United States’ use of tariffs under the Trump
administration, continued restrictions on China’s access to
advanced semiconductors, and sanctions regimes aimed at
isolating nations mark a clear break from the globalisation
consensus of the past. Trade policy is no longer just about
economics—it’s about leverage. And capital is watching
closely.

When Trade Becomes a Weapon, Capital Looks for Cover
Foreign investors are increasingly wary of jurisdictions that use
trade tools for geopolitical ends. This anxiety is especially
visible in the U.S. Treasury market, long seen as the deepest
and safest pool of capital in the world.

Yet that reputation is eroding. The weaponisation of trade
introduces a fundamental uncertainty: if economic
engagement can be switched off at will, what's to stop the
same logic from applying to financial flows? If your goods can
be sanctioned, your assets might be next.

The Repatriation Risk

The most immediate consequence is the risk of capital
repatriation—a process where foreign investors begin pulling
money out of countries they no longer trust and redirect it
toward politically “safe” or domestically controlled
destinations. In the case of the U.S., this means foreign central
banks and sovereign wealth funds selling Treasuries,
diversifying currency reserves, or avoiding U.S. capital markets
entirely.

The implications could be profound. The U.S. relies heavily on
foreign capital to finance its deficits. If the appetite for
Treasuries wanes, yields will rise and borrowing costs across
the economy will increase. More broadly, the entire structure
of dollar-based global finance begins to wobble when one of its
key pillars—trust in the neutrality of U.S. capital markets—is
called into question.

If Not Treasuries, Then What?

So where does capital go when it stops going to Washington?
The first alternatives are familiar: German Bunds, Japanese
Government Bonds, and UK Gilts. But these markets are
smaller and less liquid than Treasuries. That's why investors are
increasingly turning to gold as a neutral store of value,
particularly central banks in China.

Others are experimenting with diversified reserve strategies,
including yuan-denominated assets, despite capital controls in
China, or even digital currencies and CBDCs (Central Bank
Digital Currencies) as they mature.

Then there’s the sovereign wealth fund playbook—investing
not in debt but in strategic assets: ports, telecoms,
infrastructure, and tech. It’s capital as control, a mirror of the
weaponised trade logic itself.

A Fragmenting World of Capital

The longer-term trend is toward fragmentation. If trust breaks
down between major economies, so too does the notion of a
shared global capital market. Capital may increasingly circulate
within aligned economic blocs, with reduced exposure to
geopolitical adversaries. Some nations may even seek to
reassert capital controls, a move once thought unthinkable in
advanced liberal economies.

Continued overledf...
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Europe, for its part, is exploring a deeper “Markets Union” to
compete with the scale and influence of U.S. capital markets.
The message is clear: if you can’t trust Washington, build your
own Wall Street.

The Boomerang Effect of Weaponised Trade

Weaponised trade may deliver short-term geopolitical
victories, but it carries long-term financial consequences. The
very tools meant to isolate adversaries could end up isolating
the issuer. As foreign investors reassess their exposure to
politically volatile jurisdictions, capital will continue to flow—
but not necessarily to where it always has.

Trust, once lost, is expensive to regain. And in today’s volatile
world, capital, like water, is finding new channels—ones less
prone to being dammed by politics.

At Henry Spain Investment Services, we continue to
recommend staying the course with companies that
demonstrate durable competitive advantages. It can be
tempting to react to short-term headlines, but we believe cool
heads should prevail. Should equity markets misprice quality
franchises to the downside, we will act to take advantage of
the opportunity. Similarly, if yields on U.S. or UK Treasuries
become particularly attractive, we will not hesitate to allocate
capital accordingly.
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The Three Principal Obstacles to Investment

Success
Glen Arnold

Expect, as an analyst, to get it wrong — often. But don’t beat
yourself up about it. You are attempting something extremely
difficult. You are trying to think smarter than the millions of
other share buyers out there.

There are a number of things that will work against you,
meaning that even if you are following sound investment
principles and you are using high level logic you will have
investment failures.

The three principal obstacles are:

. The inadequacy or incorrectness of the data
° The uncertainties of the future
° The irrational behaviour of the market

Inadequacy or incorrectness of the data

Benjamin Graham and David Dodd regarded this as the least

important obstacle because deliberate falsification of data is

rare; and anyway the adequate analyst should be able to
detect accounting artifices.

Also concealment is a reduced problem because of the

regulator’s insistence on greater disclosure. We’re not so

sanguine for two reasons.

. G&D were famous for their emphasis on the
quantitative (while acknowledging the relevance of the
qualitative), hence their welcome of the improvements
in accounting statements. We tend to focus more than
they did on the qualitative — managerial quality,
economic franchise and stability, being influenced more
by Warren Buffett and others. These elements are
usually short on data, by definition.

. Accounting shenanigans are far from a thing of the
past. Here we need to make a judgement of whether to
carry on analysing the company based on whether we
are starting to develop doubt about the trustworthiness
of the people we are examining. Accounting regulation
can help light up dark corners if you search in them hard
enough, but some nasties can remain hidden. By
concentrating on patterns of behaviour that become
apparent over several accounting periods we can start
to build a fuller picture.

So, we rank this issue as a big one — it can trip you up.

Uncertainties of the future

You conduct your analysis at one point in time using the facts
then available to estimate future prospects. But businesses
change, markets change, people change, in unpredictable
ways.

However because security analysis must ordinarily proceed on
the assumption that the past record affords at least a rough
guide to the future we need to be fully aware of the different
degrees to which the past is a guide to the future — just how
“rough” is it?

In some cases the business, industry and managers have
proven to be remarkably stable in the past. Here you may
conclude that the future is unlikely to deviate too far from the
past trend.

In other cases, key variables are all-over-the-shop, and analysis
is subject to much greater risk of error.

The irrational behaviour of the market

The market can be neither predicted nor controlled by the
analyst, but success or failure depend on the market behaviour
in the years after purchase.

We are looking for the market to vindicate the quality of our
analysis — but many-a time it stubbornly refuses to do so,
despite us being right. Value investing hinges on the following
generalised belief:

“This field of analytical work may be said to rest upon a
twofold assumption: first, that the market price is frequently
out of line with true value: and, second, that there is an
inherent tendency for these disparities to correct
themselves.” Security Analysis, p26

But, that does not mean that the market always obeys this
logic, thus “failures’ will occur in your portfolio.

Continued overleaf...
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When the market is slow to recognise real value through
neglect or prejudice it can continue to undervalue a share for
a very long time. When it does start to move in the right
direction you often find that, frustratingly, so much time has
elapsed that the underlying facts and therefore the valuation
have changed.

A protection against this problem is to seek companies which
are not subject to a great deal of change.

It might help if you restrict yourself to those shares that are
reasonably well-known so that there might be a fairly swift
response to value elements after you have seen them.

This idea must be weighed against the problem that well-
known firms are less likely to be neglected and cheap in the
first place, so you would be cutting out a lot of value shares
from analysis by excluding less well-known companies.

Another way of reducing the risk of the market failing to
incorporate value in price is to avoid, or at least proceed with
caution, when the market is going through abnormal stress
and uncertainty. At those times rational pricing is even less
likely.

April 2025

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.
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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.
APPROVED FOR CLIENT USE
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