
 

 
 
ODYSSEAN INVESTMENT TRUST PLC 
 
INTERIM REPORT 
for the period ended 30 September 2019 
 
The Directors present the unaudited Interim Report for the period ended 30 September 2019. 
 
Copies of the Interim Report can be obtained from the Company’s website: www.oitplc.com or by contacting 
the Company Secretary by telephone on 01392 477500.  
 
Highlights 
 

• Portfolio total net asset value per share (“NAV”) growth of 7.2% over the period, compared with a rise in 
the NSCI ex IT plus AIM Index of 1.4% over the same period. 

 

• Since IPO in May 2018, the NAV per share has increased by 4.9%, with the NSCI ex IT plus AIM Index 
declining 7.7% over the same period, demonstrating the Company’s differentiated investment strategy.  

 

• The Company’s portfolio is now 90% invested in 17 companies, with three new positions entered during the 
period.   

 

• The Portfolio Manager believes that the aggregate portfolio metrics appear attractive, with average earnings 
growth forecast to be 13%1 over the next 12 months, the average rating c.13x p/e1,2 and modest gearing of 
less than 1x net debt/EBITDA1,3.  

 

• Stuart Widdowson has begun a progressive return to work during Q4 2019 and his compassionate leave will 
finish as planned at the end of 2019. 

 

1 Source: FactSet. Data excludes Benchmark Holdings which is loss making on an earnings per share basis  
2 p/e – price-earnings ratio  
3 EBITDA – Earnings Before Interest Tax Depreciation and Amortisation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.oitplc.com/
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Financial Summary 

 
 
Results for the period 

As at  
30 September 2019 

As at  
31 March 2019 

 
Change 

    
Shareholders’ funds £91.1m £85.0m 7.2% 
NAV per ordinary share  103.2p 96.3p 7.2% 
Share price per ordinary share 101.0p 99.3p 1.7% 
Share price (discount)/premium to NAV (2.1)% 3.1%  

 
 

 
 
Results for the period 

Period to  
30 September 2019 

Period from IPO to  
31 March 2019 

Revenue return per ordinary share* 0.7p (0.6)p 
Capital return per ordinary share* 6.2p (1.4)p 
Total return per ordinary share* 6.9p (2.0)p 

 
*Based on the weighted average number of shares in issue during the period. 

 
 

 
Performance 

Period to 
30 September 2019 

Period from IPO to 
30 September 2019 

NAV total return per ordinary share 7.2% 4.9% 
NSCI ex IT plus AIM Index Total Return* 1.4% (7.7)% 
 

 

 

 
 
Cost of running the Company 

Period to 
30 September 2019 

Period from IPO to 
31 March 2019 

Annualised ongoing charges 1.5% 1.6% 
 
 

  

 
Past performance is not a guide to future performance. 
 



 
CHAIRMAN’S STATEMENT 
 
I am pleased to present the Interim Report and Financial Statements for Odyssean Investment Trust 
PLC (“OIT” or the “Company”) covering the period from 1 April 2019 to 30 September 2019. 
 
Performance 
Over the period, the net assets of the Company increased by £6.1m to £91.1m and represented a 
growth in net asset value per share (“NAV”) of 7.2%. This is a pleasing outcome in a volatile market, 
where the comparator NSCI ex IT plus AIM Index (the “Comparator Index”) increased marginally by 
1.4%. 
 
The Portfolio Manager has built its initial portfolio matching the Company’s investment strategy and 
objectives. The team continues to identify potential new investment opportunities as well as engaging 
with the ongoing due diligence and monitoring of existing holdings. 
 
At the end of the period, the Company was 90% invested in 17 quoted smaller companies, one of 
which is quoted outside the UK. At the IPO we indicated to shareholders that we would like to travel 
with some cash in order to allow us to act opportunistically, hence our current position is close to full 
investment. 
 
Since IPO, OIT’s NAV has increased by 4.9%. This is a pleasing result given the challenging period for 
UK smaller companies. The Comparator Index declined by 7.7% over the same period. These initial 
results are encouraging and supportive of the Portfolio Manager’s differentiated investment approach. 
 
Discount and premium management 
The share price has remained resilient since IPO and at the period end was trading at a 2% discount to 
NAV, compared to a sector discount of c.13%. The rating is a testament to the efforts undertaken at 
the Company’s launch to build the right shareholder base who share the Company’s view that patient 
investors will be rewarded in the longer term. 
 
Dividend 
The Directors expect that returns for shareholders will be primarily driven by capital growth of the 
shares rather than dividend income. 
 
Portfolio Manager update 
We announced on 26 March 2019 that Stuart Widdowson would be taking three months’ 
compassionate leave from Odyssean Capital LLP. This leave was extended on 27 June 2019 for a 
further six months. Stuart started a progressive return to work during the fourth quarter of 2019 and 
the Portfolio Manager has confirmed that he will be returning to work at the beginning of January 2020 
as planned. Both the Board and the Portfolio Manager wish to thank shareholders for their support 
during this time. 
 
Outlook 
Geopolitical and domestic political uncertainties continue to dominate the headlines. Overall, the cloud 
over the UK stock market has led to UK stocks trading at meaningful discounts to international 
markets. In addition, UK smaller companies are trading at discounted ratings to overall UK markets, 
and thus have the potential to offer a double discount. In the event that earnings estimates are broadly 
achievable, the current depressed market ratings augur well for investors. 
 
The concentrated nature of the portfolio compared with broader markets means that the NAV growth 
dynamics are more likely to be driven by what has been happening on a company-specific basis rather 
than overall market movements. A good example of this is where a portfolio company may be going 



through some positive management and efficiency change, but where these changes are neither 
understood nor anticipated by the broader investment community. These are some of the situations 
that the Portfolio Manager actively seeks out. A positive change in sentiment combined with growing 
profits can lead to the portfolio company becoming either more highly rated by the market, or failing 
that, more attractive to potential corporate acquirers, catalysing a takeover. 
 
The imperfect nature of the quoted smaller company investment market lends itself well to this 
approach and 
the investment trust structure is the ideal vehicle for this kind of concentrated, engaged investment 
approach, giving the Portfolio Manager time to take a long-term view and engage with companies as 
and when appropriate. 
 
No investment approach can outperform at all stages of the market. However, the encouraging 
progress made since launch is supportive of the Portfolio Manager’s differentiated investment 
approach. 
 
Jane Tufnell 
Chairman 
 
29 November 2019 



PORTFOLIO MANAGER’S REPORT  
 
The investment approach 
Our investment approach applies the core elements of the private equity investment philosophy – 
highly focused, long-term, engaged ‘ownership’ style investment – to public markets. We believe that 
this approach creates a portfolio unlike that of many typical public equity funds and that, well executed, 
can offer attractive, differentiated, risk-adjusted returns. 
 

– Highly concentrated portfolio: We look to build a highly concentrated portfolio of no more 
than 25 investee companies where we carry out intensive diligence, only investing behind our 
highest conviction ideas. 
 
– Narrow focus: We are focused on smaller companies typically too small for inclusion in the 
FTSE 250 Index. We believe this market is less efficient, offering more opportunities to find mis-
pricings. Further, we believe the best investment decisions are made from a base of knowledge 
and experience, and we will make the majority of investments in industry sectors that we and our 
advisors, know well (TMT, Services, Industrials and Healthcare). 
 
– Targeting long-term holding periods: We will evaluate each investment opportunity over a 
three to five-year investment horizon. We have structured our business to reflect this belief and do 
not intend to run any capital which is redeemable over short time periods. To think like an ‘owner’ 
of a business we believe your capital should behave like one too. 
 
– Engaged investment style: We are engaged investors. We like investing in companies which, 
whilst good, are underperforming their potential and where we see the opportunity for 
constructive corporate engagement to unlock improved returns for all stakeholders.  

 
The Company’s investment objective is to deliver long-term capital growth rather than outperform a 
specific index. Our differentiated investment approach is likely to lead to periods of NAV per share 
performance materially different to those of the broader market. We fully anticipate this potential 
short-term performance variance and will focus on comparative investment performance on a rolling 
three-year basis. 
 
The absolute return mentality of the strategy, allied with the desire to avoid being a forced seller, may 
lead to net cash balances being held over the long term. We anticipate a core range of 5-15% over the 
long term. Net cash balances will not be used as an attempt to market time, but to enable us to invest 
where blocks of stock are available rather than being required to sell a less liquid holding on short 
notice. 
 
Implementing the investment strategy 
There are three key factors we look for when we analyse a potential investment: 
 
1) a valuation opportunity; 
2) in a high-quality company; and 
3) with improvement potential. 
 
Our view is that buying at a fair price and supporting improved performance generates capital growth, 
while our quality filters mitigate losses in the event of unexpected headwinds. 
 
Valuation 
We look for two valuation factors in every investment. Firstly, what we refer to as “static value” – does 
the company trade at a discount to its current value? This is not only judged by traditional public 



market ratios. We also seek to model every company through the lens of a private equity buyer (of 
which we have considerable experience) as well as evaluating its attractiveness to strategic trade buyers. 
 
Secondly, we are looking for companies which can grow their value over time – “dynamic value”. We 
particularly look for situations where there are multiple, independent drivers of value creation present, 
and where management actions can unlock these. We believe seeking multiple value drivers makes an 
investment case more secure and less exposed to single areas of uncertainty or misjudgement. 
 
Quality 
We assess every potential investment against qualitative and quantitative quality criteria. The quality 
assessment is important to mitigate the risk of permanent capital destruction from investments which 
fail to achieve their value potential. In our experience, high quality companies are more likely to 
maintain a minimum value through difficult times and are more able to attract high-calibre 
management teams to rectify underperformance. 
 
Improvement potential and engagement 
We particularly like companies that are in some way underperforming relative to their potential, and 
where the current valuation does not price in improvement. Once invested, constructive corporate 
engagement can help to unlock value. Our mantra is to buy good businesses and sell excellent 
businesses. The spectrum of areas which can be improved is broad and includes operating 
performance, asset utilisation, overly complex business structures/organisation, strategic direction, 
poor M&A, investor relations and finally, governance and pay. 
 
Progress and performance in the past six months 
The past six months have seen UK markets broadly flat as continuing global and domestic political 
uncertainty, alongside softening economic data, has left investors cautious. Against this backdrop we 
have deployed capital selectively, focusing on rigorously applying our investment process. 
 
At the end of the period the Company was 90% invested into a portfolio of 17 companies, with three 
new positions in the period. We are pleased that we have now effectively ‘built’ our initial portfolio and 
our focus increasingly shifts to managing and driving value across our positions alongside a more 
‘normal’ level of portfolio turnover which we would expect to be four to six new investments per year. 
 
Over the six months to September 2019 the NAV of the Company increased 7.2%, with the NSCI ex 
IT plus AIM Index (which we use as a comparator but not a benchmark) up 1.4% across the period. 
The portfolio was on average 85% invested across the period. 
 
Portfolio development 
The portfolio was largely stable through the period with few major changes. £14.0m was invested into 
stock purchases. Three new small positions were started for a total investment of £6.0m, we see scope 
to grow these over time as we continue our diligence. The remaining £8.0m was invested into existing 
positions, both growing weightings in those names where diligence supported an increased position, 
and actively topping up names on share price weakness where the investment thesis remained robust. 
 
We continue to see good prospects for engagement to add value across the portfolio. This can be a 
time-consuming process, and we have been through an exercise to identify the opportunities most 
likely to create value and focus our attention in these areas. We look forward to seeing the fruits of 
these efforts in future periods. 
 
 
 
 
 



Portfolio detail 
At the end of the period under review, the portfolio comprised of 17 companies, the largest positions 
being SDL, NCC, Equiniti and Chemring. Backgrounds to our investment thesis for each company 
have been detailed in our prior reports and key updates through the period are detailed below: 
 

 
 

% NAV: 13.3% 
Sector: TMT 
 
SDL continued to perform in line with our investment thesis through the period. A strong set of 
interim results showed organic growth of 6% with continued improvement in the volume of work 
handled through their internally developed Helix workflow platform. This supported utilisation and 
gross margin improvements in the key language services division. Delivery of synergies from the recent 
acquisition of US-based Donnelly Language Services, combined with delivery of management 
identified opex savings, helped drive group margins up c.100bps on prior year. We see further scope 
for all these trends to continue and drive future value growth. 
 

 
 

% NAV: 11.7% 
Sector: TMT 
 
NCC’s full year results showed broad delivery of the key points of our investment thesis. The 
Assurance division continued to deliver strong organic growth supported by growing numbers of 
consultants and reduced consultant attrition. This growth and progress on management’s refreshment 
of central support infrastructure saw assurance division margins increase by 200bps. Performance of 
the escrow business was more disappointing with revenues showing a small decline. We believe 
management actions taken to refresh the sales function of this division will bear fruit and help the 
division return to growth. 
 
 

 
 

% NAV: 10.3% 
Sector: TMT 
 
Equiniti’s 2019 interim results continued the solid performance seen recently. The business delivered 
continued organic growth with headwinds in the pension division being more than offset by strong 
growth elsewhere. Margin progression was muted while investments to drive future growth were made. 
Critically the integration of the Wells Fargo business progressed well with the division showing strong 
growth and synergy delivery on target, further evidencing the strong mid-term opportunity the business 
now has in the US. 
 
We are cognisant that the outlook for capital market activity levels and interest rates is volatile but, 
looking through these uncertainties, see the attractive business model, mid-term growth opportunities 
and margin upside as undervalued at current prices. 
 
 
 
 



 
 

% NAV: 10.2% 
Sector: Industrials 
 
Chemring showed good progress across the period. The business completed the disposal of its non-
core, commoditised energetics businesses leaving a continuing business focused on higher value add 
products. The phased re-start of the Salisbury facility following the incident in 2018 continued as 
planned and investment in countermeasure facilities to support growing demand for flares for the F-35 
platform progressed. Interim results were in-line with expectations and demonstrated that end market 
demand remains robust. We see a material step up in performance in 2020 as the various recent actions 
begin to bear fruit, key large US Department of Defense programmes come through and the new 
shape of the group is better appreciated by investors. 
 
We have six mid-sized investments in Volution, Flowtech Fluidpower, Benchmark, Wilmington, 
Devro and Huntsworth. Huntsworth is a new position built during the period and our investment 
thesis is detailed below. The investment cases for the other names have been described in prior reports. 
 
 

 
 

% NAV: 5.8% 
Sector: Industrials 
 
A solid trading update showed improving organic growth through the year, and importantly a return to 
growth in the UK public sector RMI division, which has been a drag on performance. The company 
also completed the rationalisation of two manufacturing sites into a new facility in Reading. We see this 
update as supportive of our thesis that the business is well positioned to continue to deliver organic 
growth and improve margins from its now modernised operational footprint. 
 
 

 
 

% NAV: 5.4% 
Sector: Services 
 
Flowtech released a disappointing HY 2019 interim trading update. Although H1 performance was in 
line with our expectations, guidance for the rest of the year and 2020 was weak citing end market, 
Brexit-driven softness. As disappointing as these short-term issues are, we remain positive on the 
longer-term investment thesis. Management are actively focusing on extracting synergies from 
unintegrated legacy M&A. If effectively executed, we see significant opportunity to create material 
value from these actions regardless of the end market dynamics, and ultimately this will better position 
the business as a platform to further roll up its fragmented market. 
 
 
 
 
 
 
 



 
 

% NAV: 5.0% 
Sector: Healthcare 
 
The period saw significant developments for Benchmark. A disappointing Q3 trading update flagged 
that ongoing challenges in end markets required a reduction in full year expectations. The group also 
announced significant management change with the CFO replaced in the period and the CEO stepping 
down with the Chairman taking a more executive role while a replacement is sought. We have been 
disappointed by the trading updates from Benchmark but believe that change in management is largely 
positive for our investment thesis, which is based on streamlining the business and building an 
increased focus on return on capital. We believe Benchmark retains an attractive and highly valuable 
market position with segment leading products and technology. With the right leadership we continue 
to see significant value above the current share price. 
 
 

 
% NAV: 4.9% 
Sector: TMT 
 
Wilmington delivered a set of full year results in line with expectations, which pleasingly showed a 
stabilisation of performance after declines in recent periods. The key development in the business has 
been the appointment of a new CEO in July 2019. We continue to see significant potential to unlock 
value from Wilmington’s disparate collection of high-quality businesses, through refocusing and 
rationalising what has become a complex group. We see the appointment of a new, credible team with 
a clear strategy as key to starting this journey. 
 
 

   

% NAV: 4.4% 
Sector: Consumer 
 
Devro posted an in-line HY 2019 interim update, showing profit progression driven by management 
cost-saving actions on a small decline in revenues. Our investment case is supported by the cost 
actions delivered to date and the further potential we still see from centralising functions, improving 
asset utilisation and sharing best practice across the group. We believe the group is also well placed to 
start to deliver organic volume and revenue growth driven by recent new product launches. 
 
 
New Position  
 

 
% NAV: 3.8% 
Sector: Healthcare 
 
Huntsworth is a leading player in the large and growing healthcare communications market. The 
business supports healthcare firms to communicate effectively to a full range of stakeholders. Services 
range from digestion and dissemination of the results of clinical trials, through regulatory submissions 



and education of healthcare professionals, to marketing to consumers and driving commercial 
acceptance of treatments from healthcare payors. 
 
The market for healthcare communication is highly attractive, driven by secular tailwinds from the 
growing numbers of new drugs in development, increasing complexity through the rise of personalised 
medicine and a trend for increased outsourcing of communication functions. Compared to broader 
communications/marketing markets, healthcare is more stable with longer, multi-year engagements 
and higher barriers to entry, given regulatory requirements and often highly technical subject matter. 
We see the scale and breadth of Huntsworth’s offer as positioning it to gain share through a unique 
ability to be a ‘one stop shop’ to support communication needs across the full drug lifecycle. 
 
Our investment thesis sees the market as undervaluing the potential in the platform built by 
Huntsworth. We believe the group is well positioned to continue to deliver above market organic 
growth as the value of the breadth of offer it now has is better appreciated by clients. Further, we see 
scope for additional accretive bolt-on M&A in what remains a fragmented market, and finally the de-
emphasis of the legacy, non-healthcare focused marketing division in the group will allow the business 
to more clearly tell its story as a pure play healthcare business and benefit from the superior ratings this 
attractive end market typically commands. 
 
The remaining seven investments each represent between c.2% and 3% of the Company’s NAV. These 
are spread across our core focus sectors and all offer scope to scale, subject to further due diligence 
and pricing remaining attractive. 
 

Outlook 
At the time of preparation, markets appeared highly volatile. Continuing mixed economic news across 
all regions, combined with the political uncertainty, is driving significant wariness amongst investors.  
 
Brexit uncertainty has left UK equities particularly unloved and relatively cheap in absolute terms, as 
well as compared with other international markets. This de-rating of the UK is particularly marked in 
our focus area of small-cap stocks. We believe this rotation of capital away from the UK, driven by 
‘top down’ concerns, presents pockets of opportunity.  
 
In our view, the portfolio is well positioned regardless of broader market conditions. Average earnings 
growth for the portfolio is forecast to be 13%¹ over the next 12 months and the current rating of 
c.13x¹ earnings is attractive for this growth profile in high quality businesses. Further self-help 
opportunity and relatively secure balance sheets give us comfort that even in tougher markets the 
portfolio can protect and grow value.  
 
We continue to drive value from the portfolio and actively look to discover new and exciting ideas 
which will deliver strong value growth over the long term. 
 
1Average excludes Benchmark Holdings PLC as currently loss making on a reported basis. 

 

Stuart Widdowson | Ed Wielechowski 
Odyssean Capital LLP 
 
29 November 2019 
 
 


