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demographic trends. However, to achieve their potential and attract and delight 

new customers it is essential to modernise and make the most of new 

technologies and insights. 

The internet, rather than hurting a business-like Stanley Gibbons, in fact does the 

opposite. It allows a unique single iconic location in London to reach a worldwide 

audience inexpensively, and for a business so rich in intellectual property and 

knowledge, to offer an engaging and immersive experience tailored to the 

interest of the customer. 

The building blocks for a great business are there in terms of the brand, heritage, 

reputation and capability. We look forward to updating you in the coming years 

on their progress. 

The following is taken from Gary Channon's latest 02 report to investors in 

the Phoenix UK Fund: 

We invest by making business and stock specific decisions, one by one, whilst 

paying attention to the overall risk profile of the portfolio. Some think this means 

that our decisions therefore contain no macro-economic element, however this 

is not possible. All our businesses operate within the overall economy The 

expected future cashflows of a business will exist in a macro-economic context 

and we recognise that when we build models and derive valuations. 

When estimating businesses in the UK at the moment, we assume a recession 

starting next year. This is not a forecast, just the most likely outcome based upon 

the data, and it affects some businesses more than others. Since 1945, we have 

had 6 completed business cycles in which the upswing lasted for an average of 

just over 9 years. The current upswing is just passing that point now. If we'd 

asked ourselves in 2009 what was the probability of a recession by 2019, then 

we would have put it at greater than 50%, based upon the historical data. 

Another way to consider this is to study those past cycles where the upswing 

had lasted this long. There have been 4 since 1945, and they ended after 0, 1,3 

and 6 years. Again, suggesting a high probability of a downturn in the next few 

years. 

This way of estimating hits the valuation of cyclical stocks the most and so we 

tend to end up with a portfolio with less of them. Our biggest exposure is to Food 

Retailing (Tesco and Morrisons) which is very resilient in a downturn. Where we 

are exposed to cyclical sectors we are in the discount and budget end, which do 

better in a recession (Sports Direct, JD Wetherspoons and easyJet). It doesn't 

mean that we won't own cyclical businesses, it is just that the valuation needs 

to be compelling enough to cope with an initial downturn and that the capital 

structure of the business is not imperilled by a recession. We happily own Lloyds 

Banking, Bel/way and Redraw on that basis. 

Some of our businesses are in fields not impacted by the economic cycle like 

Glaxo, Randall & Quilter, CPP and our latest investment in Dignity, which is 
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impacted on an annual basis by the death rate, that doesn't seem to be affected 

by the economy but it is by the weather. 

Vesuvius is impacted by the steel cycle which has its own dynamics, driven more 

by oversupply from China and trade wars. However, the strength of their 

franchise was shown by the resilience of their profits in the recent steel 

downturn. When you have pricing power, cycles impact volumes, but not 

necessarily margins. 

Finally, the value of our hobby businesses, Hornby and Stanley Gibbons, will be 

a product of whether they build successful businesses delighting their 

customers. Hobby spend itself is very resilient to cyclical forces. 

This is an interesting market to be investing in. Whatever the overall level, it 

contains pockets of significant potential value particularly in companies that are 

having problems. We will do our best to make the most of it. 
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Aurora Share Price & NAV per Share – 30 June 2018* 

Aurora shares are eligible to be invested in an ISA. Neither the 

Aurora Investment Trust nor Phoenix Asset Management Partners 

run such a scheme. You should consult a financial adviser regarding 

a suitable self-select ISA provider. 

Trust Performance 
The appointment of Phoenix 
Asset Management Partners 

(“PAMP”) as Aurora’s 
investment manager came into 

effect in January 2016. 
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Regulatory Notice: 

The investment strategy 

of the Aurora Investment 

Trust is the same as that 

of the Phoenix UK Fund. 




