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Key highlights 

● In a quiet month for corporate newsflow, adverse stylistic headwinds persisted. 

● The Fund’s high-Quality compounders delivered reliable underlying trading in 2025, yet valuation 
compression has been extreme, leaving the companies trading at significant discounts to historic averages 

● We are optimistic that a change in fortunes for Quality investors is a matter of when, not if, and we look to 
the future excited about the opportunity.  

Performance 

The Liontrust Special Situations Fund returned -1.4%* in December. The FTSE All-Share Index comparator 
benchmark returned 2.2% and the average return in the IA UK All Companies sector, also a comparator 
benchmark, was 1.4%. 

Commentary 

The UK equity market notched up another monthly gain as both the Bank of England and US Federal Reserve 
announced widely anticipated rate cuts.  

In last month’s review, we commented at length on the performance headwinds presented this year by the UK 
market’s poor relative returns for small and mid-cap stocks, as well as those with Quality style characteristics, 
and its concentration of gains in asset intensive sectors such as banks and mining.  

These adverse conditions persisted in December, concluding a tough 2025 for investors in high Quality growth 
stocks.  
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Over the last quarter, Canaccord Genuity Quest’s highest-scoring quintile of Quality stocks underperformed the 
MSCI UK index by 9%. During the three months to end-December, the FTSE 100 large-cap index returned 6.9%, 
compared with the FTSE 250 mid-cap index’s 2.9%, the FTSE Small Cap (ex-investment companies) return of 
3.2% and the FTSE AIM All-Share performance of -1.7%. 

Within this, the market was led by familiar Value areas, with Basic Resources returning 19.7% in Q4 and Banks 
rising 17.6%. 

December is a typically a quiet month for corporate updates to investors, and it proved to be again this year. 
One of the portfolio’s biggest share moves was Big Technologies (+24%). It reported a number of positive 
developments on the underlying trading front, despite an absence of updates on its outstanding litigation against 
its founder and former CEO, who was dismissed in March over failure to disclose interests in several entities with 
current or historic shareholdings in Big Technologies. The electronic monitoring provider secured new business 
wins in Lithuania, Latvia and Pierce County (Washington state) and a new contract in Prince Edward Island, 
Canada. It also announced a strategic partnership with US based Recovery Monitoring Solutions to provide 
alcohol monitoring and GPS products, and receiving US approval for a new product combining alcohol 
detection, GPS tracking and facial recognition.  

Although AJ Bell (-18%) recorded a £7.5 billion inflow and 18% revenue growth in the year to 30 September, 
its shares lost ground as a commitment to accelerate investments in brand and marketing threatened to put 
margins under pressure next year. 

Integrafin (+3.8%), owner of the Transact B2B investment wrap platform, released full year results to September 
2025, reporting a 16% rise in funds under direction following strong net inflows of £4.4 billion. Platform clients 
increased by 5% to over 246,000 over the year.  

Looking ahead to the coming year, we reiterate our messages from recent months. The Fund owns a portfolio of 
high-quality compounders, evidenced by a weighted average cash flow return on invested capital (CFROC) of 
16.3% (well over twice that of the wider UK market at 6.8%), substantially higher operating margins (19.7%, 
compared to the market at 13.5%) and low leverage (average net debt: EBITDA of 0.4x compared to the market 
at 1.4x).  

Despite often very disappointing share price performance over the past year, the Fund’s companies have in 
general delivered the reliable underlying trading performance characteristic of the style. In spite of this, valuation 
compression has been extreme, leaving the companies trading at significant discounts to historic averages. 
Across the Fund, companies are trading on average at an eye-catching 26% discount to their long-term average 
forward price/earnings ratio. Perhaps even more astonishing is that the weighted average free cash flow of the 
portfolio now stands at over 8%, significantly cheaper even than the wider UK stock market (7.6%) despite its 
higher quality characteristics. In the 20-year history of the Fund, it has only looked cheaper than this in the depths 
of the Global Financial Crisis in 2008/2009.  

Amid such adverse dynamics, we remain resolutely focused on the application of the investment process, ensuring 
that we manage portfolios in a consistent way which avoids style drift and retains conviction in high-quality 
compounders.  

Meanwhile, the case is strongly building for a rotation of market leadership back to Quality. Macro-economic 
conditions look increasingly supportive, with inflation largely controlled and interest rates trending lower. Sources 
of uncertainty abound, from geopolitical uncertainties to consumer demand pressures to historically extreme levels 
of stockmarket concentration and ebullience around technology and AI stocks. It is at such times that styles 
focusing on resilient businesses with barriers to competition, stable earnings and strong balance sheets often 
prove their mettle. We are optimistic that a change in fortunes for Quality investors is a matter of when, not if, 
and we look to the future excited about the opportunity.  
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Positive contributors included: 

Big Technologies (+24%), Midwich Group (+7.8%), Next 15 (+7.2%), Coats Group (+4.6%) and Integrafin 
(+3.8%). 

Negative contributors included: 

AJ Bell (-18%), Craneware (-12%), Impax Asset Management (-12%), Diageo (-7.6%) and GlobalData (-6.0%). 

 



 

 

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. 
This Fund may have a concentrated portfolio, i.e. hold a limited number of investments. If one of these investments falls in value this can 
have a greater impact on the Fund's value than if it held a larger number of investments. 
The Fund may encounter liquidity constraints from time to time. The spread between the price you buy and sell shares will reflect the less 
liquid nature of the underlying holdings. 
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. 
The Fund will invest in smaller companies and may invest a small proportion (less than 10%) of the Fund in unlisted securities. There may 
be liquidity constraints in these securities 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. 
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.com 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: 

 Dec-25 Dec-24 Dec-23 Dec-22 Dec-21 

Liontrust Special Situations I Inc -3.8% 2.9% 6.3% -11.2% 20.5% 

FTSE All Share 24.0% 9.5% 7.9% 0.3% 18.3% 

IA UK All Companies 15.4% 7.9% 7.4% -9.1% 17.2% 

Quartile 4 4 3 3 1 

*Source: Financial Express, as at 31.12.25, total return (net of fees and income reinvested), bid-to-bid, institutional class. **Source: 
Financial Express, as at 31.12.25, 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.com/benefits-of-investing/guide-financial-words-terms
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