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Key highlights 

● M&A again a portfolio feature, with Alpha Group and JTC targeted. 

● Microlise, Kainos and Tribal lead portfolio gainers on upbeat trading updates. 

● Judges Scientific facing headwinds from cuts to US government research funding. 

Performance 

The Liontrust UK Smaller Companies Fund returned -0.3%* in Q3. The FTSE Small Cap (excluding investment 
trusts) Index comparator benchmark returned -0.1% and the average return of funds in the IA UK Smaller 
Companies sector, also a comparator benchmark, was -0.3%. 

Commentary 

In Q3, global equity markets continued to recover from April’s tariff-triggered sell-off. While US trade policy 
remained a feature for market commentators, the agreement of deals with Japan and the EU helped boost 
sentiment and investors were increasingly willing to set the trade tariff saga aside and focus on corporate 
updates. 

Equity market gains were aided by a US rate cut, which was increasingly priced into markets in the wake of 
data showing weaker than expected jobs creation. The Fed opted to cut by a quarter percentage point, its fourth 
cut since rates peaked in 2023, but the first in nine months. The Bank of England reduced interest rates by 25 
basis points to 4%, its fifth cut in 18 months. 
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However, in a revival of a familiar trend from recent years, Q3’s strength was concentrated in large caps. While 
the FTSE 100 gained 7.5%, the AIM All-Share lagged with 2.0% and the FTSE Small Cap ex-investment 
companies index returned -0.2%. 

Once again, M&A activity was a feature of the portfolio in the quarter.  
 
Alpha Group (+31%) has been the subject of interest from US payments company Corpay since May, when it 
disclosed that it had rejected a preliminary cash proposal (of which no details were given). However, Alpha’s 
Board subsequently described ‘constructive’ talks with Corpay which led it to seek and an extension to the 
Takeover Panel’s ‘put up or shut up’ (PUSU) deadline into July. 
 
Corpay’s subsequent 4250p a share bid came in at a 55% premium to Alpha’s undisturbed share price, valuing 
the group at a £1.6 billion enterprise value, and was attractive enough to gain the recommendation of its Board. 

Shares in JTC (+23%), a leading provider of fund solutions and corporate services, also surged after the company 
rejected an initial takeover approach from private equity firm Permira followed by a rival interest from Warburg 
Pincus. The opportunistic bids were somewhat unsurprising given the attractive current valuation of the shares in 
a sector which has seen significant consolidation in recent years with private equity firms particularly active in 
the space. 

The consequence of the UK being an unloved market and small caps being even more out of favour is that UK 
small caps are currently one of the standout areas of value globally. 

Microlise Group (+34%) released a half-year trading update in which it described “buoyant end markets, a 
robust pipeline and a growing order intake” and maintained its financial guidance for 2025. The provider of 
transport management software to fleet operators added 216 customers in the first half of the year, with churn 
on its existing base of only 0.5% - helping it grow revenue 13% to £44.1 million. 

Kainos Group (+27%) issued a trading update covering the period since 1 April, noting that it has seen a further 
sequential improvement in activity which builds on the solid performance in the first quarter of 2025. The 
outsourced provider of custom digital platforms and the Workday enterprise software suite now expects revenues 
for the year to 31 March 2026 to be at the upper end of consensus forecasts. Kainos is recruiting new staff 
across its three divisions as well as using contractors in order to support the improved growth outlook.  

Tribal Group (+21%), the provider of student information systems and education services, reported higher half-
yearly earnings as growth in cloud-based subscriptions and the launch of new services offset a decline in legacy 
contracts. 

While there were these positive stock-specific developments in the portfolio the market backdrop remained 
challenging for some companies. 

An interim trading update from Judges Scientific (-32%) warned that earnings per share in 2025 are on track to 
be around 15% lower than previously forecast. The scientific instruments supplier has been affected by reductions 
to US government research funding. In the first half of 2025, order intake was up 4% overall but down 18% in 
North America. While trading has been weaker than expected, it still represents recovery on the same period 
last year – with organic revenue up 7% following progress in other geographic regions.  

Delivery wholesale business Kitwave Group (-27%) had enjoyed a strong share price run after a May trading 
update highlighted a recovery in the foodservice division as hospitality-related revenue recovered somewhat. 
However, interim results warned that volumes have been weak in the destination leisure venues it serves via some 
of its higher margin depots. The company attributed this to fragile consumer confidence as a result of a volatile 
macroeconomic backdrop; while footfall is up year-on-year in these locations, consumption is down. It cut 
operating profit guidance for 2025 to a £38 – 45 million range, compared with average analyst forecasts of 
£44 million. 

https://www.liontrust.co.uk/insights/blogs/2025/07/are-uk-small-caps-primed-for-a-recovery
https://www.liontrust.co.uk/insights/blogs/2025/07/are-uk-small-caps-primed-for-a-recovery
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On The Beach (-25%) shares slipped after a trading statement for the year to 30 September guided to profit 
before tax in a £34.5 million to £35.5 million range, marginally below consensus expectations for £38.4 
million. The company is seeing a trend towards holidays being booked at short notice, which is reflected in 
slower summer 2026 bookings. Nevertheless, the opportunity to grow through increasing its share of the more 
premium holiday package market and initiatives such as city breaks remains compelling.   

 

Positive contributors included: 
JTC (+56%), Tribal Group (+45%), Microlise (+34%), Alpha Group (+31%) and Kainos Group (+27%). 

Negative contributors included: 

Judges Scientific (-29%), Kitwave Group (-27%), On the Beach (-25%), Animalcare (-20%) and Mortgage Advice 
Bureau (-18%).  



 

 

Key Risks 

Past performance does not predict future returns. You may get back less than you originally invested. We recommend this fund is held 
long term (minimum period of 5 years). We recommend that you hold this fund as part of a diversified portfolio of investments. 
The Fund may invest in companies listed on the Alternative Investment Market (AIM) which is primarily for emerging or smaller companies. 
The rules are less demanding than those of the official List of the London Stock Exchange and therefore companies listed on AIM may 
carry a greater risk than a company with a full listing. 
As the Fund is primarily exposed to smaller companies there may be liquidity constraints from time to time, i.e. in certain circumstances, 
the fund may not be able to sell a position for full value or at all in the short term. This may affect performance and could cause the fund 
to defer or suspend redemptions of its shares. In addition the spread between the price you buy and sell units will reflect the less liquid 
nature of the underlying holdings. 
Outside of normal conditions, the Fund may hold higher levels of cash which may be deposited with several credit counterparties (e.g. 
international banks). A credit risk arises should one or more of these counterparties be unable to return the deposited cash. 
Counterparty Risk: any derivative contract, including FX hedging, may be at risk if the counterparty fails. 
The issue of units/shares in Liontrust Funds may be subject to an initial charge, which will have an impact on the realisable value of the 
investment, particularly in the short term. Investments should always be considered as long term. 

Disclaimer 

This document is issued by Liontrust Investment Partners LLP (2 Savoy Court, London WC2R 0EZ), authorised and regulated in the UK 
by the Financial Conduct Authority (FRN 518552) to undertake regulated investment business. 
It should not be construed as advice for investment in any product or security mentioned, an offer to buy or sell units/shares of Funds 
mentioned, or a solicitation to purchase securities in any company or investment product. Examples of stocks are provided for general 
information only to demonstrate our investment philosophy. The investment being promoted is for units in a fund, not directly in the 
underlying assets. 
This information and analysis is believed to be accurate at the time of publication, but is subject to change without notice. Whilst care 
has been taken in compiling the content, no representation or warranty is given, whether express or implied, by Liontrust as to its 
accuracy or completeness, including for external sources (which may have been used) which have not been verified. 
This is a marketing communication. Before making an investment, you should read the relevant Prospectus and the Key Investor 
Information Document (KIID) and/or PRIIP/KID, which provide full product details including investment charges and risks. These 
documents can be obtained, free of charge, from www.liontrust.co.uk or direct from Liontrust. If you are not a professional investor 
please consult a regulated financial adviser regarding the suitability of such an investment for you and your personal circumstances. All 
use of company logos, images or trademarks in this document are for reference purposes only. 

 

Discrete years' performance** (%) to previous quarter-end: 

 Sep-25 Sep-24 Sep-23 Sep-22 Sep-21 

Liontrust UK Smaller Companies I Inc 1.1% 8.3% -1.6% -28.9% 46.9% 

FTSE Small Cap ex ITs 6.4% 22.4% 12.7% -24.4% 72.4% 

IA UK Smaller Companies 2.5% 16.1% 2.2% -31.9% 51.1% 

Quartile 3 4 4 2 3 

*Source: Financial Express, as at 30.09.25, total return (net of fees and income reinvested), bid-to-bid, institutional class. **Source: 
Financial Express, as at 30.09.25, total return (net of fees and income reinvested), bid-to-bid, primary class. 

For a comprehensive list of common financial words and terms, see our glossary at:  
https://www.liontrust.com/benefits-of-investing/guide-financial-words-terms 

https://www.liontrust.co.uk/benefits-of-investing/guide-financial-words-terms
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