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A Review of Q2 2025

Tom Spain

The second quarter of 2025 was not as kind to us as the first,
with all portfolios largely staying roughly at the same level
overall. The good news is that, despite pausing for breath—or
standing still, whatever you prefer to call it—returns year to
date have been very strong and significantly ahead of
benchmark returns. We can offer no promises about
tomorrow; it won’t always be moving forward fast or
nowhere—sometimes markets and portfolios go backwards.
What a cheerful thought!

If you have been an investor for a long time, you will already
know that nothing ever grows in a straight line, and three
months is not the right yardstick for gauging progress in
business—unless you’re in the business of thinking short-term.
Fits and starts are par for the course when it comes to
investing in stocks and bonds, and we shouldn’t judge
performance by every stroke—but by a satisfactory scorecard
handed in at the end of the round. With most investments, we
are thinking 5—10 years plus.

Still, year to date the Defensive portfolio is up 3%, Cautious
portfolios are up +10%, and the Balanced & Growth portfolios
have gained +11%. Below is a summary of the best and worst
performers.

Top Contributors

1. Staffline Group PLC | +46% Q2

Staffline was our best-performing holding by some distance,
benefiting from market reaction to what has been a multi-year
turnaround. Up 100% year to date. Operational improvements
and renewed confidence in its core recruitment business have
driven a dramatic re-rating. Staffline delivered a strong FY24
performance, marked by robust trading, operational efficiency,
and cash generation.

Following the disposal of PeoplePlus in February 2025, the
company is now a focused UK recruiter with scalable
operations and favourable opportunities to grow in its core
markets. They also announced this year the largest single
client win in the firm’s history.

The company’s ongoing share buyback programme is also
supportive and is doing an impressive job of reducing the
outstanding share count. When | joined the board, there was
169 million shares outstanding—there are now 127 million
(that’s a 24% reduction). If repurchases continue at current
undervalued levels—or below (please Lord, make the share

price stay low or go down)—this should significantly enhance
per-share intrinsic value. We are four years into a turnaround
situation—thankfully at these levels, most clients are in the
money, but it’s been a slow start.

2. Shaftesbury Capital PLC | +26% Q2

The specialist West End property group and owner of Covent
Garden has benefited from rising footfall, stronger rental
growth, and a concentrated portfolio of high-quality assets. A
recent visit and glass of wine in the sunshine reaffirmed my
belief that all is well with our investment. The shares continue
to trade at a discount to their conservatively assessed net
asset value. A slightly lower interest rate environment could
help unlock further upside in the share price. We like the
prospects for the future—but we may also conclude that, if
something else comes along that’s more attractive, we may
sell.

3. Uber Technologies Inc. | +21% since inclusion in the
Balanced & Growth portfolios

Uber, a recent addition to Balanced and Growth portfolios,
continues to grow profitably, with sustained momentum in
both mobility and logistics. Margins are improving, and
investors have responded positively to its shift towards free
cash flow generation. Management expects gross bookings to
grow between 17% and 21% in Q1 year-on-year (constant
currency). Initiatives such as the Waymo AV launch in Austin
and expanded services like Uber Reserve and Uber Teens show
ambition to dominate high-frequency local transport and
logistics.

As | mentioned last time: 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.

Key Detractors

1. Portmeirion Group PLC | —17% Q2

The Stoke-based pottery manufacturer of Spode, Blue Italian,
and Royal Worcester has faced weak consumer demand and
slower export sales. While management is working to improve
margins, challenges remain. That said, average owner earnings
over the past 10 years have been around £4.1 million,
suggesting a fair value of £51.2 million or 372p per share—well
above the current market price of £1.35. We continue to
encourage the sale of non-core assets to unlock value and
believe that the strength of its core brands will be an engine to
future profitability as demand recovers.

Continued overleaf...
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2. Alibaba Group Holding Ltd. | —18% Q2

Investor sentiment toward Chinese equities remains weak
due to ongoing regulatory concerns and a slower domestic
economy. These factors have weighed on Alibaba’s share
price—for some time, | might add—despite solid business
fundamentals.

However, Alibaba still remains up 25% year to date, even
after this pullback.

The company’s June Quarter 2025 results showed
encouraging progress in international commerce and cloud
services, even amid a challenging backdrop. Alibaba is
focused on expanding its presence in Al, cloud infrastructure,
and monetisation tools to drive long-term profitability. While
GAAP net income and free cash flow declined due to
infrastructure investment, core revenues grew steadily, and
cost control measures helped narrow losses in weaker
divisions. Management remains confident in achieving double
digit revenue growth in the second half of the fiscal year, with
break-even targets for loss-making units over the next 12 to
24 months.

Key Growth Areas for Alibaba:

Cloud and Al: Heavy investment in Al-driven cloud services is
expected to be a key growth engine, addressing rising global
demand.

International Expansion: Platforms like AliExpress and Lazada
continue to gain traction, with growth focused on Southeast
Asia, Turkey, and other emerging markets.

3. The Kraft Heinz Co. | -19% Q2

Who would have thought that baked beans and ketchup
would have caused us so much difficulty? Kraft Heinz has
faced higher costs for ingredients and packaging, making it
harder to maintain margins. At the same time, changing
consumer preferences have affected demand for some of its
products. While the company still owns many household
brands, growing earnings in this environment has proven
difficult. But thankfully, we still see reasons to believe good
things will come to those who wait.
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With a dividend yield of 6% and an active buyback programme,
we view current levels as a good buying opportunity and have
increased our position into recent share price weakness.

We remain convinced of the investment cases for all six
names mentioned and would encourage clients not to
become overly enthusiastic or discouraged by short-term
fluctuations in share prices. Our focus remains on long-term
value and sound fundamentals.

Thank you for your continued trust and support — we remain
committed to navigating the months ahead 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

publication in the context of your own unique circumstances.

Material prepared by Henry Spain as a resource for its wealth managers




UPDATE

Ju

Warren Buffett: The Beginning

Tom Spain

The Beginning: Buffett Comes Home to Omaha

In 1956, Warren Buffett was just 25 years old when he
returned to Omaha after working under his hero, Benjamin
Graham, at Graham-Newman Corp. in New York. Graham had
taught him the principles of value investing, but when Graham
retired and closed his fund, Buffett found himself at a
crossroads.

Rather than staying in New York, Buffett moved back to his
hometown. He was convinced he could apply Graham’s ideas
with even greater focus and discipline—and with total
independence. It was in Omaha, away from Wall Street’s
noise, that Buffett Partnership Ltd. (BPL) was born.

Early Investors: Friends, Family, and a Dentist

Buffett’s initial capital came from seven limited partners—
close friends and family. One of them was his sister’s father-in-
law, another a local doctor, and a third was his aunt Alice and
uncle Fred Buffett. One of the most enduring was Dr. Edwin
Davis, a local Omaha physician who remained with Buffett for
decades.

The first partnership, formed on May 1, 1956, began with total
capital of just $105,100, of which Buffett himself contributed
only $100. His logic was simple: he wanted all the rewards to
go to the limited partners unless he delivered extraordinary
results.

Within a few years, Buffett launched a series of parallel
partnerships—eventually consolidating them into a single
entity—managing money for about 90 partners by the early
1960s.

The Buffett Partnership achieved a compound annual return of
25.3% from 1957 to 1969, more than doubling the
performance of the Dow. But perhaps more importantly,
Buffett used the partnership to refine his philosophy, scale his
capital base, and ultimately build the foundation for Berkshire
Hathaway.

It all began quietly in the Omaha Club —with a small group of
trusting friends.

The Ground Rules: (That Buffett shared with his partners at
their first gathering) Everyone went Dutch.

1. In no sense is any rate of return guaranteed to partners.
Partners who withdraw one-half of 1% monthly are doing just
that—withdrawing. If we earn more than 6% per annum over a
period of years, the withdrawals will be covered by earnings
and the principal will increase. If we don’t earn 6%, the
monthly payments are partially or wholly a return of capital.

2. Any year in which we fail to achieve at least a plus 6%
performance will be followed by a year when partners
receiving monthly payments will find those payments lowered.

3. Whenever we talk of yearly gains or losses, we are talking
about market values; that is, how we stand with assets valued
at market at yearend against how we stood on the same basis
at the beginning of the year. This may bear very little
relationship to the realised results for tax purposes in a given
year.

4. Whether we do a good job or a poor job is not to be
measured by whether we are plus or minus for the year. It is
instead to be measured against the general experience in
securities as measured by the Dow-Jones Industrial Average,
leading investment companies, etc. If our record is better than
that of these yardsticks, we consider it a good year whether we
are plus or minus. If we do poorer, we deserve the tomatoes.

Continued overleaf...
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5. While I much prefer a five-year test, | feel three years is an
absolute minimum for judging performance. It is a certainty
that we will have years when the partnership performance is
poorer, perhaps substantially so, than the Dow. If any three-
year or longer period produces poor results, we all should start
looking around for other places to have our money. An
exception to the latter statement would be three years
covering a speculative explosion in a bull market.

6.1 am not in the business of predicting general stock market
or business fluctuations. If you think | can do this, or think it is
essential to an investment program, you should not be in the
partnership.

7.1 cannot promise results to partners. What | can and do
promise is that:

a. Our investments will be chosen on the basis of value, not
popularity;

b. That we will attempt to bring risk of permanent capital loss
(not short-term quotational loss) to an absolute minimum by
obtaining a wide margin of safety in each commitment and a
diversity of commitments; and

c. my wife, children and | will have virtually our entire net
worth invested in the partnership.

Next time we will share some of the early trades in the
Partnership years and what made them so successful as well
as the lessons learnt.
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The Components of a Share’s Market Price

Glen Arnold

The inputs going into market price include intrinsic value, but
also a variety of other factors. Here we will drill down from the
overarching elements to the more specific.

The first split is into:

1. General market factors. These could, for example, be
related to what is going on in the world economy or the
specific macroeconomics of the country, e.g. Turkey’s shares
depend on inflation, currency devaluation and recession. The
general market factors could relate to enthusiasm or disgust
for particular segments of the market, e.g. anything to do with
cloud technology or social media is very popular at the
moment while many oil shares are rejected.

2. Individual factors. The factors impinging on the market
value of an individual share range from those caused purely by
stock market related moods or methods at the one extreme to
the analytical ‘facts’ underpinning intrinsic value at the other
extreme. In the middle sits “Future value factors”.

Thus there are three sub-categories of individual factors

1. Market factors
2. Future value factors
3. Intrinsic value factors

Market factors
Market factors are “speculative”. They have nothing to do with
analysis of a business. Thus they consist of things like guessing:

. Where the share is going by looking at price charts,

. Trying to manipulate prices on the market,

. Spotting the manipulation of prices by others,

. Are psychological in nature, such as have a feeling about

a share ‘due for a rise’ or a feeling about the market’s
feelings for a shares (Keynes’ beauty contest idea: you
win if you guess what other people will think is the
most beautiful rather than what you judge to be the
most beautiful).

Future value factors

These have an element of speculation about them but may
also be counted as true investment factors. The three future
value factors are:

1. Management and reputation

Vital for estimating the likely future path of the company are
(a) the competence of the management, and (b) the degree
to which the managers are interested in serving
shareholders. Neither of these elements can be taken from a
database, therefore any conclusions will be somewhat
speculative. Nevertheless we are required to be as rational
and thorough as we can be in gathering evidence and in
critically appraising that evidence; therefore we are analysing
a vital characteristic of business success - so we are
“investing”.

2. Competitive conditions and prospects

Here we need to assess, as best we can, the economics of the
industry, e.g. is the industry such that high returns on capital
employed are generally earned?

We also need to assess the competitive position of the firm
within the industry, e.g. does it have an extraordinary
resource that gives it competitive advantage now and in the
future?

Clearly we cannot expect precision here, therefore while we
grope for scientific investment-style analysis of the underlying
business we know that there is room for uncertainty — or
‘speculative’ elements.

3. Possible and probable changes in volume, prices, and
costs

This requires a dynamic analysis of strategic position. Some
industry and firm futures are easier to make a stab at than
others because they are in very stable sectors or have a very
stable position in their market, e.g. Kellogg, Coca-Cola,
Diageo.

Others leave us floundering, e.g. will Nvidia come up with a
stream of breakthrough products in each of the next 20
years? For all industries and all firms there is both an
investment-analytical aspect and a speculative-uncertain
aspect.
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Intrinsic value factors

These are pure facts about the company (nothing about the
stock market) and are therefore all investment elements.
Examples of these facts include earnings and dividend history,
asset and liability position, type of share and whether it has
any special terms (e.g. reduced voting powers or vulnerability
to loss asset back up in a liquidation).

Synthesis

All of the above elements go into the mix to influence the
attitude of the public toward the share. Traders make buy and
sell decisions and order to brokers, the balancing weight of
which result in market prices.

Market price is only partially and indirectly related to
intrinsic value — and there lies the opportunity

“the influence of what we call analytical factors over the
market price is both partial and indirect — partial, because it
frequently competes with purely speculative factors which
influence the price in the opposite direction; and indirect,
because it acts through the intermediary of people’s
sentiments and decisions” Graham and Dodd, Security
Analysis, p27

Here we now have some of the most famous words in value
investing: “In other words, the market is not a weighing
machine, on which the value of each issue is recorded by an
exact and impersonal mechanism, in accordance with its
specific qualities. Rather should we say that the market is

a voting machine, whereon countless individuals register
choices which are the product partly of reason and partly of
emotion.” Graham and Dodd, Security Analysis, p27
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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.
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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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