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Review of Investment Performance
The Company’s NAV was 205.9p per share as at 30 September 2020, a
decrease of 0.6% since the end of August and a gain of 6.6% since the
end of last year. For comparison, the Numis Smaller Companies plus
AIM ex-IT benchmark lost 1.1% in September and decreased 13.6% year
to date, leaving relative performance at 0.5% for the month of
September and 20.3% year to date. Small Caps continued to
outperform in August with the wider UK market, as measured by the
MSCI United Kingdom IMI index, losing 1.7%.

Performance
Past performance is not a reliable indicator of future results.
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The closing share price of 163p on 30 September 2020 was a discount of
20.8%, a further improvement from the end of the prior month.
Sigma Capital, a pioneer of the UK Private Rented Sector, was the
most significant positive contributor in the period with the shares
gaining 34%. Sigma Capital is using partnerships with local authorities,
Homes England, housebuilders and providers of capital to build
thousands of high quality family homes to let which is helping to
address the national shortage of housing stock. The most recent
partnership with EQT Real Estate for a £1Bn joint venture to fund 3,000
homes in London was the catalyst for the share price improvement.
Science in Sport, the leading sports nutrition company, was another
notable contributor with the shares gaining 23%. The company
reported interim results in September and, whilst sales were 5% lower
for the first half of the year, gross profit was higher year-on-year given
the strength of higher margin eCommerce sales. The company expects
this to continue, supported by the Digital (owns eComm) and
Marketplace (Amazon) sales being 34% ahead in July and August when
compared to the same period last year. The enterprise value is 0.8x
historic (FY19) sales.

Source: River and Mercantile Asset Management LLP, BNP Paribas, Bloomberg
Note: NAV data is based on daily unaudited estimations
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High conviction Growth holdings including Aquis Exchange, Alpha FX
and Keystone Law also made useful contributions, with the former two
gaining 19% and the later gaining 12% in the month.
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The notable underperformers were Litigation Capital Management
(LCM), which lost 14%, and Argentex which lost 17%. LCM reported on
their year to the end of June, with the key highlight being the quick
deployment of the US$150m third party fund which closed in March and
was 61% committed by September. It is likely that further external
capital will be raised once this is committed whilst LCM’s ability to
finance cases should be supported as cases invested in over the last
three years are realised. The company has previously guided to some
delays to legal proceedings in Australia which held back gross profit
progression for the year.
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There were no new positions initiated in the month. The position in
Clearstar was exited following the bid from Hanover. Profits were taken
in precious metal and healthcare names whilst consumer stocks
including Joules, City Pub Group, Science in Sport and Cake Box were
topped up.
For investors in UK small caps, September is dominated by companies
reporting results for the six months to the end of June. It has been
interesting to see that many companies have, despite an extremely
challenging environment, been able to report results that range, in the
main, from remarkably resilient to exceptionally impressive.
The imminent end to the furlough scheme coupled with the second
spike in cases which is cycling through the northern hemisphere, not to
mention Brexit negotiations and the US election, leaves little scope for
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certainty over the next few months. Low starting valuations for UK micro caps,
high intra sector valuation dispersions and a lack of guidance from companies
leaves a great opportunity for active fund management and should support
attractive future returns.
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Investment Objective
The Company will aim to achieve long-term capital
growth from investment in a diversified portfolio of
UK micro cap companies, typically comprising
companies with a free float market capitalisation of
less than £100 million at the time of purchase
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Allocation by Sector
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Financial Calendar
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For more information see our website
microcap.riverandmercantile.com
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River and Mercantile UK Micro Cap Investment Company Limited is Registered with the Guernsey Financial Services Commission as a Closed Ended Collective Investment Scheme.
Carne Global AIFM Solutions (C.I.) Ltd are the Alternative Investment Fund Manager who have delegated the discretionary investment management to River and Mercantile Asset
Management LLP. The information in this document has been prepared and issued by River and Mercantile Asset Management LLP (trading as “River and Mercantile” and “River and
Mercantile Asset Management”), in Conjunction with Carne Global AIFM Solutions (C.I.) Ltd who are regulated by the Jersey Financial Services Commission. River and Mercantile Asset
Management LLP registered in England and Wales under Company No. OC317647, with its registered office at 30 Coleman Street, London EC2R 5AL. River and Mercantile Asset
Management LLP is authorised and regulated by the UK Financial Conduct Authority (Firm Reference Number 453087), is registered with the U.S. Securities and Exchange Commission
(SEC) as an Investment Adviser under the Investment Advisers Act of 1940. River and Mercantile Asset Management LLP is a subsidiary of River and Mercantile Group Plc which is
registered in England and Wales under Company No. 04035248, with its registered office at, 30 Coleman Street, London EC2R 5AL. This document is directed at professional clients
only. Retail clients should not rely on the information provided for this investment product. Retail clients requiring any information should seek the advice/assistance of a Financial
Advisor. The information contained in this document is strictly confidential and may not be reproduced or further distributed. The value of investments and any income generated may
go down as well as up and is not guaranteed. An investor may not get back the amount originally invested. Past performance is not necessarily a guide to future performance. Changes
in exchange rates may have an adverse effect on the value, price or income of investments. Please refer to the River and Mercantile UK Micro Cap Investment Company Limited
prospectus for further details of the financial commitments and risks involved in connection with this investment. The information and opinions contained in this document are subject
to updating and verification and may be subject to amendment. The information and opinions do not purport to be full or complete. No representation, warranty, or undertaking,
express or limited, is given as to the accuracy or completeness of the information or opinions contained in this document by River and Mercantile or Carne Global AIFM Solutions (C.I.)
Ltd. No liability is accepted by such persons for the accuracy or completeness of any such information or opinions. As such, no reliance may be placed for any purpose on the
information and opinions contained in this document. Please note that securities named in this report may be held by the Portfolio Manager and/or another member of the Investment
Team personally for their own accounts.

