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Overview 
 
 
Unicorn Asset Management Limited (“Unicorn” or “the Manager”) is looking to raise £15 million, with an 
over-allotment facility of £10 million, for the Unicorn AIM VCT Plc (“the VCT”), which will provide investors 
with immediate exposure to a diversified portfolio of investments, primarily in the shares of AIM-quoted 
companies.  
 
As an evergreen product, it has been in existence since 2001 and has had regular offers open to new and 
existing shareholders since March 2010 when two previous VCTs merged. As at 31 December 2019, the VCT 
had net assets of approximately £226 million. The Offer for Subscription launched on 11 February 2020, 
with a targeted close date of 30 June 2020. There will be two allotments with one in the 2019/20 tax year 
for which the closing date for applications is 5:30pm on 2 April 2020 with an allotment on 3 April. 
 

Investment Details: 

Score: 86 

Offer Type Evergreen 

VCT Strategy AIM 

VCT AUM (Pre-Offer) £226 million 

Manager AUM £1.45 Billion 

VCT Risk Level Medium 

Investment:  

Minimum subscription £3,000 

Maximum qualifying subscription per tax year £200,000 

Early bird discount N/A 

Loyalty Discount N/A  

Closing Date:  

Next close – 30th June 2020 

This document verifies that Unicorn AIM VCT plc has successfully completed 
our independent due diligence process, having passed through all stages of 
the governance process in the run-up to the report’s publication on the date 
listed below. It has therefore been awarded the MJ Hudson Cornerstone 
Trustmark.  
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Risk Warning for VCT Schemes 
 
Individuals should always read and bear in mind the risk warning notices that are included 
within providers’ investment offer literature / documentation, including prospectuses, 
information memorandums, securities notes, brochures and other related marketing literature. 
Whilst the following list is not exhaustive, some of the main risks to be aware of include:  
 

• Investments are in small, unquoted companies and should be considered as high risk;  

• An investment in a VCTs should be viewed as a long-term investment and should only be considered if you 

can afford to tie up capital for long periods;  

• Legislation, along with the nature and level of tax reliefs is subject to change. There can be no certainty that 

investments will be eligible or remain eligible for VCT Relief;  

• Historic investment performance may not be a guide to future performance, and any given investment may 

fail completely causing you to lose the full amount invested; 

• Managers of VCTs will have inherent conflicts of interest as a result of, inter alia, existence of legacy holdings, 

investments in other funds managed by the same manager, the potential to earn performance related fees and 

the existence of different schemes with identical or very similar mandates; 

• VCT investments should only be undertaken by sophisticated investors who understand, and have given 

careful consideration to, the underlying investment strategy and associated risks. For help in determining 

potential investment suitability, professional advice should be sought;  

• There can be no certainty that VCTs will continue to pay out their current level of income or indeed any 

income; 

• Investors will usually not be eligible for compensation if things go wrong; 

• Although VCTs are listed there is generally little or no secondary market for the shares and investors are likely 

to be reliant on share buybacks to get their money back; and 

• In order to retain the tax benefits, shares need to be held for a minimum of five years. Investors who are not 

able to commit to a five-year investment could consider investing through the secondary market which 

generally trades at a discount. 

 
  

NOTE: Please be aware that the Manager mentioned in this report purchased the rights to distribute our report only 
(no payment was taken to undertake the research which is fully independent). To access full research services, 
including further tax-advantaged investment research reports, which can be used for the purpose of investment 
advice, please visit www.advantageiq.co.uk where both individual reports and subscriptions are available for 
purchase. 
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Executive Summary 
 
 

MANAGER:  
 
Unicorn was established in June 2000 and has since established itself as a boutique asset manager that specializes in 
investing in Small & Mid-sized UK Equities through both open-ended funds and tax advantaged structures. It offers 
tax-advantaged investments through a Venture Capital Trust (“VCT”) and a Business Relief (“BR”) vehicle, which 
specialise in investments listed on the FTSE Alternative Investment Market (“AIM”), They also offer seven Open-Ended 
Investment Companies (“OEICs”) focused on small- and mid-cap equities, and which make up the majority of their 
assets under management. Growth over the past ten years has been strong. This is best highlighted in 2012 when the 
Manager saw assets under management (“AUM”) increasing by 282%, driven largely by further influxes into the UK 
Equity Income Fund which has over £698 million currently under management, as at 31st of January 2020. Moreover, 
despite testing times on the FTSE AIM All-Share market, the Manager has managed to successfully fundraise and 
grow AUM.  
 

PRODUCT:  
 
The Unicorn AIM VCT offers investors exposure to a diversified portfolio of investments, most of which are on the 
AIM market, and a smaller amount invested in unquoted companies (totalling approximately 13% of NAV). The VCT 
has been lead managed by Chris Hutchinson (see bio in the appendix) since he joined Unicorn in 2005. Chris has 
overseen a steady positive trajectory since taking the reins. He has led structural changes in March 2010, when five 
former share classes across both the AIM VCT and AIM VCT II were merged to create one Ordinary share class. At the 
time, net assets were approximately £60 million. Net assets have now grown to over £220 million and the NAV per 
share was 170.5p, as at 31 January 2020. 58.0p per share has been paid out in dividends since the merger, including a 
final dividend of 3.5p paid on 6 February 2020. 
 

SUMMARY OPINION:  
 
Despite having a large non tax efficient offering, Unicorn has built a reputation as a leading VCT AIM manager in the 
tax-advantaged space. Unicorn employees a small handful of individuals, of which the majority work in the 
investment management team. As such, it has outsourced many of its function to third parties, notably LGBR Capital 
Ltd (“LGBR”), which will handle investor relations and client servicing.  
 
The Unicorn AIM VCT holds a diversified portfolio, consisting of 76 active VCT qualifying companies and 20 non-
qualifying companies (as at 30 September 2019). This portfolio provides exposure to a wide range of sectors with 
prospects for meeting Unicorn’s three main investment objectives: avoiding capital loss, sustainable regular tax-free 
dividend payments, and some capital growth. Unicorn believes that the core of the VCT portfolio demonstrates many 
attributes akin to a smaller companies investment trust, with the added benefits of tax reliefs due to its VCT 
qualifying status. 
 
Unicorn AIM VCT is now the largest AIM-focused VCT with a net asset value of over £220m, which also makes it the 
second largest VCT on the market. Although the VCT’s AUM dipped significantly during the Q4 sell off in 2018 (the 
market fell by over 21.5% while the VCT’s NAV fell by 17.5% from September until the end of the year), it has recovered  
all of the losses once dividend pay-outs are included. Performance for the VCT has been impressive, ranking in the 
first quartile since inception, and over the most recent seven, and five-year periods (according to data compiled by 
MJ Hudson Allenbridge). These performance figures highlight the positive and consistent long-term performance of 
the VCT; however, performance over the most recent three-year period has been slightly less impressive. The VCT 
still ranked in the second quartile over this period and outperformed the AIM Index; however, the volatility in 
performance over the shorter term highlights the risks of an AIM strategy, with the AIM market experiencing a sharp 
sell-off in Q4 2018.  
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The existing portfolio is comfortably above the 80% threshold required to retain VCT qualifying status, despite the 
Manager having had subdued rates of deployment over the past 12 months. This, according to Unicorn is as a result 
of relative volatility across AIM, and a marked decline in the availability of new share issuances, into which the VCT 
can invest. Along these lines some investors may query as to whether now is the best time to invest, as it could be 
argued that the lower level of available deals could push up valuations; however, Unicorn are confident that there is 
value to be found across UK equities, and as macro and political headwinds subside, it expects to be able to source 
ample deal flow, of sufficient quality. Unicorn are at least able to utilise their other funds pending deployment into 
qualifying investments, meaning there is little cash drag unlike with some other VCTs. 
 
The VCT is likely to appeal to investors wishing to gain exposure in the 2019/2020 and 2020/21 tax years to a vehicle 
that invests in companies listed on AIM, who seek Managers with a strong track record and with competitive fees. 
Due to the VCT’s level of diversification and focus on AIM listed equities, it might not have as much potential upside 
or downside as some smaller and more concentrated portfolios run by other managers. Whilst investing in listed 
stocks should provide greater liquidity, investors do not see any benefit from this given that both dividend rates and 
the share buy-back policy are less generous than those of most of its peers. Moreover, investors may wish to 
recognise the difficulty the AIM has had in recent years, namely in the relatively few IPOs over the past year, 
presenting challenges to all in the market. However, the Manager’s diversified portfolio of generally mature and 
profitable companies, as well as the VCT’s healthy distributable reserves that can be used for future dividend 
payments (which continues to be a priority of the firm), presents a compelling choice for those investors looking for 
regular income with a relatively cautious investment strategy. Moreover, whilst the market conditions and lack of 
IPO’s has proved a challenge for all Managers in the space, thus far Unicorn have managed to weather the storm 
rather well, all things considered. In addition, the liquidity of the AIM market should facilitate share buy-backs; 
although we note the lack of a formal buyback strategy in place. 
 

Positives 
 
AT THE MANAGER LEVEL: 
 

• Unicorn offers a wide variety of products, many non-tax advantaged, which diversifies revenue streams and 

mitigates legislation changes that may affect tax-advantaged portfolios somewhat. The product range has also 

led to a diversification of the investor base, with no channel representing more than 5% of inflows into the 

business; 

• Unicorn is an established name with strong financials with an eye on the long-term; 

• The firm is well capitalised, profitable and has a stable cost base; 

• Unicorn’s business is solely focussed on managing investments in small to mid-cap listed companies;  

• Unicorn holds substantial cash reserves which should shield it from any fall off in AUM, as well as affording 

them the opportunity to capitalise on any opportunities that they may see 

• The key portfolio manager, Chris Hutchinson, has substantial experience of analysing and investing into 

smaller companies and more broadly, the VCT benefits from an experienced investment team who have 

worked together for several years and have extensive experience of investment into both quoted and 

unquoted companies; 

• The Manager reports it has received no complaints to date which is impressive for a firm with a sizeable 

investor base. 
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AT THE PRODUCT LEVEL: 
 

• The investment team has a strong record of investing in AIM through the Unicorn VCT, which has regularly 

been placed in the first quartile since its inception evidencing the ability of the VCT to perform in both bull 

and bear markets; 

• Unicorn AIM VCT, has performed well, sitting in the first amongst all listed VCTs since inception, with a net 

IRR of 7.4%, it has similarly ranked in the first quartile over the most recent seven- and five-year periods; 

• With net assets in excess of £220 million, the VCT is now the second largest VCT across the whole of market, 

bringing with it the benefits of economies of scale and potentially lower fees to investors; 

• The investment process is focused on the fundamentals and there is a stress on buying good companies, 

managed by experienced teams and investing for the long term. This has resulted in pre-IPO companies being 

keen to have Unicorn on their company register and willing to place shares at realistic valuations. It also 

might give Unicorn a competitive advantage with respect to changes in VCT rules which require a greater 

focus on primary offerings than hitherto;  

• Unlike some other investments in the tax-advantaged arena, AIM stocks are listed, so the performance of this 

offering is more transparent than many other tax-advantaged investment products; furthermore, the holdings 

are likely to be more readily realisable, making it easier for the VCT to pay dividends and buy back shares;  

• The Manager has merged its VCT offering into one fund which avoids the duplication of costs that many of its 

competitors impose on investors where they offer several VCTs with identical strategies; 

• The diversification of the holdings (over 75 stocks) somewhat mitigates risk, while performance during the 

2008 financial crisis reassures that the fund can demonstrate a certain amount of resilience albeit such 

resilience was less demonstrable in the more recent sell off in Q4 2018;  

• The VCT has significant distributable reserves, exceeding £100 million, which should facilitate regular 

dividend payments for the foreseeable future; 

• There is no performance fee which means more of the returns can be retained by investors and there is no 

incentive for the Manager to seek overly ambitious investment returns. 

• Cash balances are low, reducing cash drag, and non-qualifying investments are invested in funds that might 

be expected to perform similarly to the qualifying investments.  

 

Issues to consider 
 
AT THE MANAGER LEVEL:   
 

• Although adequate, the governance procedures in place for Unicorn are not as detailed as those that we have 

reviewed at other, larger managers in the space; 

• The companies who deal with the outsourced functions are well-known in their industries, but outsourcing 

functions also comes with implications as to the effectiveness of governance procedures and on the business’s 

stability/risk transfer; 
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• As a result of the firm’s small size, there is no independent risk management function or other governance 

committees that would be common place in a larger Manager; 

• While steps have been taken to train more junior members of the team, and clear lines of responsibility are 

being set out in terms of who is responsible for deputising for what fund, clearly more needs to be done to 

mitigate the key person risk if Chris Hutchinson were to leave. To this end, Unicorn hired two Assistant Fund 

Managers in 2014 to support senior managers Chris Hutchinson, Fraser Mackersie and Simon Moon, who 

joined the firm between 2005 & 2008. This is clearly a step in the right direction, and although the newest 

managers have been with the company nearly six years this risk will still be present until the recruits have 

had time to build up more experience.   

 

AT THE PRODUCT LEVEL: 
 

• The rate of deployment in the 12 months to 30 September 2019 was particularly subdued, as Unicorn invested 

£2.5 million into two new VCT qualifying investments, as well as allocating £4.6 million of VCT qualifying 

capital across ten existing companies, with £16 million allocated into non-qualifying investments. This slower 

rate of deployment was largely as a result of heightened market volatility and fewer new share issuances 

coming to market; however, Unicorn are confident that there remains plenty of scope to source quality deals 

in current market conditions; 

• Whilst investing in AIM-listed stocks might provide greater liquidity than some other VCT strategies, the 

availability of daily prices does make the product susceptible to stock market volatility and a loss of sentiment 

towards AIM could adversely impact the VCT regardless of how well the Manager has selected stocks;  

• While the greater emphasis on unlisted investments helps to dampen volatility somewhat as investments are 

not marked to market, it also lessens the overall liquidity of the VCT as a whole; 

• Due to the nature of AIM investing in a VCT there is less ability for hands-on operational risk management 

with investee company management as there is when one invests into an unlisted company although arguably 

this is partially offset by the existence of a Nomad who performs a similar role for all shareholders; 

• Unlike many competitors, the VCT has chosen to maintain a  slowly growing level of recurring dividends 

commensurate with the lower range of target returns rather than paying out special dividends as and when 

exceptional returns are achieved. As such whilst overall returns are above average, yields are possibly below 

the market average and the recurring dividends at less than 4% of NAV are at the lower end of those offered 

by VCTs;  

• Unlike most other VCTs, there is no formal buyback policy, rather the VCT Board will assess market conditions 

as required; further, we note that the VCT currently trades at a discount to its NAV in excess of 10%. 
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Manager Quality 
 
Manager Profile 
 
Established in 2000, Unicorn Asset Management Limited (“Unicorn” or “the Manager”) is an independent boutique 
asset management business based in London that specialises in managing funds investing in UK–quoted, small- to 
mid-cap companies. As at 31 January 2020, Unicorn had approximately £1.45 billion in Assets Under Management 
(“AUM”)/Assets Under Advisement (“AUA”).  
 
The Manager’s tax-advantaged offering, until the 2016 launch of its AIM BPR vehicle, consisted of a single AIM VCT 
(reviewed here), Unicorn AIM VCT, which was launched in November 2001. With a fund size of approximately £221 
million as at 30 January 2020, not only is this the largest AIM-focused VCT in the market, but it is also one of the 
largest VCT funds across the whole market. In March of 2010, all share classes of the Unicorn AIM VCT and Unicorn 
AIM VCT II merged into one, forming one share class in the Unicorn AIM VCT1.  
 

CH A RT 1:  UNICORN AUM AS AT 30 JANUARY 2020 (£MILL IONS) 

 
Source: Unicorn; AdvantageIQ 

 

 
1 Unicorn AIM VCT was originally launched in November 2001. The Series 2 shares were launched in February 2004 and the Series 3 shares (now 
re-designated new Ordinary shares) were launched in April 2007. Unicorn AIM VCT II was originally launched in January 2005 and the 'C' shares 
were launched in January 2006. On 9 March 2010 the existing five share classes of Unicorn AIM VCT and Unicorn AIM VCT II were merged. The 
Ordinary and Series 2 shareholders of VCT I, and the Ordinary and ‘C’ shareholders of VCT II, received Series 3 shares in Unicorn AIM VCT in 
exchange for their existing shares. Following the merger, the Series 3 were re-designated as new Ordinary shares. The conversion ratios were as 
follows: VCT I Ordinary shareholders received 0.60781764 new shares in exchange for each existing share held; VCT I Series 2 shareholders 
received 0.77503076 new shares in exchange for each existing share held; VCT II Ordinary shareholders received 0.82830102 new shares in 
exchange for each existing share held; and VCT II ‘C’ shareholders received 0.72677686 new shares in exchange for each existing share held. The 
final NAV prior to merger for the original Unicorn AIM VCT 'O' shares was 55p per share, at which point dividends totalling 45.5p per share had 
been distributed. This equated to average returns of approximately 0.1% p.a. The final NAV prior to merger for the Unicorn AIM VCT S2 shares was 
70.2p per share, at which point dividends totalling 21.25p per share had been distributed. This equated to an average return of approximately 1.6% 
p.a. The final NAV prior to merger for the Unicorn AIM VCT II 'O' shares was 81.7p per share, at which point dividends totalling 7p per share had 
been distributed. This equated to average returns of approximately 2.4% p.a. The final NAV prior to merger for the Unicorn AIM VCT II 'C' shares 
was 66.4p per share, at which point dividends totalling 2p per share had been distributed. This equated to an average return of approximately 8.9% 
p.a. 
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The AUM growth for Unicorn was stable until 2013 when the Manager saw a significant increase in assets due to 
active marketing of the UK Equity Income Fund. This occurred through a combination of strong performance and 
Managerial belief that there was a lack of competition in the space. This led the assets in this fund to surge from £84 
million to £518 million between 31 December 2012 and 31 December 2013. Following this spike, AUM has increased 
at a more gradual pace, although substantial growth is still evident with AUM standing at just over £1.44 billion as at 
January 2020; notwithstanding a decline to December 2018, as the AIM market saw a significant correction through 
Q4 2018. 
 
The largest constituents of the Manager’s AUM/AUA, accounting for 76.7%, are six open-ended investment companies 
(“OEICs”).2 The remaining 23.3% consists of Unicorn’s tax-advantaged offering, Unicorn AIM VCT, with assets of 
approximately £221 million and Unicorn’s relatively new BR product, which has already raised over £27 million at 
the time of writing. The Manager also has an £85 million offshore income fund.  
 

TA BLE 2:  UNICORN PRODUCT BREAKDOWN AS AT JANUARY 2020 

INVESTMENT FUND AUM 

Open Ended Investment Companies  £1.1 billion 

Offshore Income Fund £85 million 

AIM VCT £221 million 

AIM IHT £27 million 

Source: Unicorn; AdvantageIQ 

 
As can be seen by the chart below, currently the Manager’s product offering is heavily weighted in favour of non-tax-
advantaged products. However, the decision to launch a BR product, the Unicorn AIM IHT Portfolio Service, which 
aims to invest in a portfolio of AIM stocks that qualify for Business Relief (“BR”), will continue to increase the 
Manager’s exposure to the tax advantaged market, conditional on continued successful fundraising. However, we 
also note that following the collapse of AIM IHT’s custodian Reyker Securities plc, the fund had period where it was 
unable to raise any additional funds outside of platform investments as a new custodian is being appointed. The 
manager points out that Smith & Williamson, the special administrators, have advised that Reyker’s business has 
been acquired by a buyer and are waiting to hear who has acquired the business in order to engage with them on 
the future of the service before appointing another external custodian.  
 

CH A RT 2:  ASSETS UNDER MANAGEMENT BREAKDOWN AS AT JANUARY 2020.  

 
2 Unicorn UK Equity Income Fund (£524.5m)-3 share classes, Unicorn UK Smaller Companies Fund (£46m)-3 share classes, Unicorn 
UK Growth Fund (£64m)-3 share classes, Unicorn Outstanding British Companies (£63.4m)-3 share classes, Unicorn Mastertrust 
Fund (£84m)-3 share classes, Unicorn Acorn Fund (£67.8m), Unicorn UK Ethical Income (£17.5m). 
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Source: Unicorn; AdvantageIQ 

We understand that the launch of a BR product was in reaction to changes in the rules governing pensions, which 
the Manager believes have pushed investors to look towards more tax-advantaged methods of investment. The 
Manager was keen to emphasise that, in future, the business would look to diversify into new product types in order 
to prevent concentration in any one business unit. This is likely to consist of additional tax-related products and 
potentially a push towards institutional funds. However, for the short-term future (roughly the next few years), the 
Manager has no plans to launch any new products, tax-advantaged or institutional. 
 
It should be noted that of the seven-strong Investment Team responsible for managing the VCT, several members 
also act as fund managers for the OEIC funds. 
 

TA BLE 1:  OEIC FUND MANAGERS  

FUND MANAGER FUND NAME 

Fraser Mackersie, Alex 
Game 

 
Unicorn UK Growth Fund 
 

Fraser Mackersie, 
Simon Moon 

 
Unicorn UK Equity Income Fund 
 

Simon Moon 
 
Unicorn UK Smaller Companies Fund 
 

Peter Walls Unicorn Mastertrust Fund 

Simon Moon, Fraser 
Mackersie, Chun Lee, 
Robin Willis  

Unicorn Acorn Income Fund 

83%

15%

2%

OEIC's VCT AIM IHT
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Fraser Mackersie, 
Simon Moon,  

Unicorn UK Ethical Income Fund 

Chris Hutchinson, Max 
Ormiston 

Unicorn Outstanding British Companies Fund 

Source: Unicorn; AdvantageIQ 

 
Fundraising for the VCT was limited from 2008 to 2012, with the Manager citing a lack of confidence in the AIM 
market following the financial crisis as the main factor in this. In the years that followed though, fundraising became 
more successful. In 2012 the Manager began to actively raise funds on a year-by-year basis, consistently meeting 
targets and achieving their largest tax-advantaged raise with £25 million in the 2014/15 tax year. Although 
fundraising lessened in the 2015/16 and 2016/17 tax years, the Manager hit their targets of £10 million and £15 
million respectively. The manager states that lower targets were set as they did not feel additional funds were 
required at that time. The last fundraise in the 2018/19 tax year amounted to £24.3 million (after costs). The current 
raise is of a similar size, and although market activity with regards to new listing on AIM was subdued last year, 
Unicorn is optimistic that activity will pick up through the year, thus justifying the size of the current raise.  

CH A RT 3:  VCT FUNDRAISING TRACK RECORD BY TAX YEAR   

 
Source: Unicorn; AdvantageIQ  

 

In line with Unicorn’s desire as a business to outsource all non-investment activities, LGBR Capital Limited (“LGBR”), 
a specialist fund marketer has responsibility for client servicing and investor relations for Unicorn’s product 
offering3.  Investors can request portfolio updates and information on an ad hoc basis with direct access to LGBR’s 
team of over 30 staff. If queries require input from the investment team, there is a direct information flow between 
Unicorn and LGBR to facilitate this. Unicorn also puts on an annual shareholder meeting for VCT shareholders, at 
which two CEOs of investee companies speak. 
 
Complaints procedures are in place, although Unicorn stress their supportive but active shareholder base are 
communicated with regularly and that no complaints have arisen to date. The VCT issues interim and full end-of-
year results and holds an AGM annually which all shareholders are invited to. LGBR also publish quarterly factsheets 
that are distributed to investors. LGBR also hold several seminars/conference calls for IFAs annually to ensure they 

 
3 Bank of New York acts as the custodian for the VCT, while BDO verify valuations amongst other outsourced services. 
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are kept informed of performance. Unicorn and LGBR also stress that they are available on an ad hoc basis to answer 
any questions from IFAs and investors.  
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Financial & Business Stability 
 
Although the Manager’s AUM are concentrated in the UK Income Fund which represents approximately 49% of 
overall AUM, we are informed that the percentage contribution of revenues from this product is less significant than 
its relative proportion in terms of AUM suggests. This is because higher fees are charged on other products. Revenue 
streams are split between this VCT, the BR service, and six OEICs, and include recurring management, performance 
and administration fees generated from these products. 
 

TA BLE 2:  KEY F INANCIAL METRICS SUMMARY  

 2014 2015 2016 2017 2018 5YR 
CAGR 

Revenues £10,561,612 £9,435,077 £10,134,095 £12,228,062 £11,393,318 1.5% 

Costs £7,905,219 £7,171,624 £7,692,540 £8,636,422 £7,900,953 0% 

Cost to Income ratio 0.75 0.76 0.76 0.71 0.69  

Operating Profit £2,655,393 £2,263,453 £2,441,555 £3,591,640 £3,492,365 5.6% 

Net Profit £2,084,751 £1,768,755 £2,000,267 £3,046,205 £2,784,856 6% 

Net Profit Margin (%) 19.7% 18.7% 19.7% 25% 24.4%  

Net Assets £3,224,199 £4,145,257 £5,045,889 £5,795,495 £7,022,349 16.8% 

Source: Financial statements of Unicorn Asset Management Limited for the financial year ending 31 December 2018. 

 

Unicorn saw a 6.8% decline in revenue in the 2018 financial year; however, in the broader context this does not give 
rise to any significant concerns. This is reinforced by the fact that it has seen a similar decline in costs, which means 
that it has maintained a healthy net profit margin of almost 25%. The operating profit fall during this year was less 
than £100,000, which we view as relatively encouraging given the testing market conditions of the FTSE AIM over the 
same period.  
 
The Manager’s cash balances have risen substantially from 2013 and amounted to almost £6 million for the 2018 
financial period. The cash balances would provide a strong buffer to allow Unicorn time to react should there be a 
drop off in AUM going forward. Moreover, whilst we like to see deployment of cash, it gives the Manager a buffer to 
capitalise on opportunities that present themselves. Overall, Unicorn is well capitalised, with the net asset position 
topping £7 million, and therefore more than double levels seen in 2014.  
 
As mentioned already, the Manager’s product suite has a heavy concentration in OEICs, representing 76.7% of overall 
AUM as at 30 January 2020. Benefits of this include enhanced business practices for the firm, although we note that 
tax advantaged products are relatively small in comparison, which can result in some firms devoting less resources 
to this segment due to its smaller contribution to the firms AUM. With that said, the Manager is ensuring they make 
efforts to further diversify, reflected in the launch of the BR product in January 2016, and continued fundraising for 
the product since.  
 
As with any tax-advantaged product, there is an inherent vulnerability to changes in HMRC legislation, which may 
have adverse effects on the tax-advantaged portfolios and thus on the Manager’s overall market position. On this 
point, the Manager’s non-tax advantaged offerings and substantial reserves makes it somewhat less vulnerable than 
other specialist managers.  
 
Unicorn is a private limited company owned by a mixture of staff and external stakeholders. The ownership structure 
has changed considerably since incorporation, when Peter Webb held 51% of the shares in Unicorn. By 2008 Peter 
had sold approximately 16% of these shares before leaving Unicorn in 2008 to pursue other interests. His remaining 
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shares were apportioned to the current shareholders. Interests for each party range between 5%-13%, with all 
directors being shareholders. This apportionment of shareholder rights is viewed as positive for stability, as there 
does not appear to be any single individual with a controlling interest.  
 

Quality of Governance and Management Team 
 
The ultimate decision-making entity of the Manager is overseen by the four directors of the company, the Board of 
Unicorn, which meet formally every two months and informally every week. The Manager informs us that there are 
two wholly independent non-executive directors which will be beneficial to scrutinising the processes. This group is 
responsible for all matters related to corporate strategy and risk management related to Unicorn as a business. 
Separately, the VCT Board composition is independent with five non-executive directors.  
 

TA BLE 2:  OVERSIGHT COMMITTEES 

COMMITTEE DETAILS 

Investment 
Committee 

 
Mandate: Investment Strategy, monitoring of investment performance and risk 
management 
 

Members: Paul Harwood (non-executive director), Phillip John, Chris Hutchinson, Fraser 
Mackersie, Simon Moon. 
 

Frequency: Bi-weekly 
 

Audit Committee 

 
Mandate: Review the internal financial and non-financial controls, accounting policies 
and contents of the Half-Yearly and Annual Reports to Shareholders. 
 
Members: Peter Dicks, Charlotta Ginman, Jeremy Hamer, Jocelin Harris, Timothy 
Woodcock 
 
Frequency: Quarterly, and if required 
 

VCT Board 

 
Mandate: Review Audit Committee report; Review update on investee committees; 
Review accounts; review VCT status 
 
Members: Timothy Woodcock (chairman), Jeremy Hamer, Jocelin Harris, Charlotta 
Ginman, Peter Dicks 
 
Frequency: Quarterly 
 

Source: Unicorn; AdvantageIQ 

 

The Manager also has an investment committee which meets on a bi-weekly basis and is responsible for product-
related issues, specifically investment ideas, portfolio positioning and any risk management issues that may arise 
pertaining to the products themselves. Whilst it is often desirable to have an independent risk committee, we 
acknowledge that the experience of the investment committee helps to mitigate this risk, a claim supported by the 
track record over the past 10 years for the Manager. Adding to the checks and balances within the firm is the firm’s 
Finance Director Philip John, who is the internal compliance officer (SMF16) at Unicorn and who also serves as the 
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Money Laundering Reporting Officer (SMF17). Moreover, whilst a dedicated compliance officer is beneficial in many 
investors’ eyes, we note the benefits brought to any firm by introducing an external compliance presence, something 
that occurs at the Manager, with an officer from the Consulting Consortium coming in weekly to work with the Fund.  
 
A continued desire to de-risk the business and reduce key person exposure in the future was reflected in our 
meetings with the Manager, during which it was emphasised that in future it will continue to look to allocate co-
managers on each product, to enhance continuity, as a further step after the appointment of assistant fund managers 
for each fund. It has an investment team which has built-in support, with two Fund Managers assisting Chris 
Hutchinson and running their own funds, while two younger Assistant Fund Managers have been hired to assist 
them in turn. While the investment side of the business is adequately staffed, the supporting functions appear 
relatively light in relation to the size of the Manager; although we do acknowledge that this is in line with the 
Manager’s desire to outsource any non-investment activities. As such, the team size serves its purpose.  
 
The Manager informed us that there were no regulatory or litigation issues at the time of writing. Our view is that 
Unicorn exhibits reasonably strong governance characteristics, although we note that non-investment activities are 
highly dependent on the quality of external parties. 
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Product Quality Assessment 
 

Investment Team 
 
Unicorn has a seven-person investment team, which is responsible for managing the Unicorn range of equity-based, 
long-only funds, including this VCT. In 2014, the team underwent significant changes due to the passing of John 
McClure, director and senior investment manager, who was a key member of the team. Following John’s death, 
Unicorn did not feel they needed to make any changes to the investment team having already hired Assistant Fund 
Managers, Alex Game and Max Ormiston, who have helped boost the capabilities of the team. The hiring of juniors in 
investment roles forms a key part of Unicorn’s succession strategy, as outlined above. 
 
The rest of the team have now been working together for almost five and a half years, with five members having 
worked together for over eleven years in running retail long-only equity funds. With regards to this service, the 
Unicorn team is complemented by the input of senior personnel on the board of the VCT who will oversee 
investment decisions from a regulatory aspect.  
 
In our view, the team is adequately resourced, well-structured with a good level of continuity, cohesive and has the 
correct expertise to perform the mandate of an AIM VCT product. Chris Hutchinson, as lead fund manager, poses a 
key person risk in our opinion, having been intimately involved in this product since 2005; however, we 
acknowledge that he is well-supported within the team, which mitigates this risk somewhat. Unicorn also seems 
aware of this risk and insist that succession planning is on hand, with a named Lead Manager and a named Support 
Manager to seek to ensure continuity.  
 
We assess that Unicorn has a good alignment with investors, and that incentives exist to maintain investment talent. 
The investment team expects to invest alongside the VCT and has done so with several other Unicorn products 
which indicates alignment of interests with investors. Just as Unicorn look to invest in companies where a 
management team retains a meaningful equity stake in their own business, so too does Unicorn try and apply the 
same logic to its own business, with Unicorn employees owning over 1% of the VCT to date, a position built up over 
time. The Investment Team are also given equity options within Unicorn to allow them to build up their own stake in 
the business and to help with talent retention.  
 
The bios of the investment team are provided in Appendix 1 below.  
 

Investment Strategy & Philosophy 
 
The merged4 Unicorn AIM VCT was launched in 2010 to give private investors the opportunity to gain access to a 
portfolio of shares in AIM-listed companies. The companies chosen for the qualifying part of the portfolio are those 
that the Manager has checked to be VCT-qualifying (mainly listed on AIM but also unquoted holdings, which is now 
close to 13% of the overall NAV as at January 2020), while the section of the portfolio consisting of non-qualifying 
investments will consist of large cap FTSE stocks and some unquoted holdings as well as Unicorn’s OEICs in smaller 
proportion. We note that there are no fees charged on the investments made into their own OEICs, resulting in no 
double charging.  
 
The VCT has long operated according to three main objectives: 
 

 
4 The first Unicorn AIM VCT was launched in 2001, with the existing class of ordinary shares issued in February 2007. This VCT subsequently 
merged with Unicorn AIM VCT II plc in March 2010 to create the current VCT. The majority of shareholders in the Company originally invested in 
one of the five former share classes of either the Company and/or Unicorn AIM VCT II plc. As a result of the merger of all five former share classes 
in March 2010, all shareholders now only hold ordinary shares. These were formerly called S3 shares. 
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• In the short term, it will seek capital preservation, in allowing investors access to a fund with as little risk as 
possible; 

• Over the medium term, sustainable, regular, tax-free dividend payments; and 
• Some capital growth over the longer term. 

 
The Board has a policy of maintaining a steady flow of dividend distributions to Shareholders and intends to 
continue with this policy. In respect of the last five financial years: the board paid out 6.3p in 2015 and again in 2016, 
and 6.5p in the three years that followed until 2019. The ability to pay dividends and the amount of such dividends 
depends on the performance of the VCT’s investments, available reserves, and cash, as well as the need to retain 
funds for further investment and ongoing expenses. Since the merger of the VCT in March 2010 the VCT has paid out 
58p per share in tax-free dividends to shareholders, including the final dividend of 3.5p paid in Feb 2020. It is worth 
noting that whilst the amount of the annual dividend amounts are in line with peers, the yield is relatively low at less 
than 4% because the NAV per share is significantly higher than that of most competitors, many of whom pay special 
dividends where returns are exceptionally strong.  
 
Prior to the rule changes in November 20155 Unicorn aimed to invest only in companies with established track 
records, which were profitable, and operated in select sectors that fitted within the stated investment criteria. 
Following the Patient Capital Review6, Unicorn has been forced to amend and adapt this strategy. The Manager will 
now make investments into younger, riskier companies, which are less likely to be generating a profit, and therefore 
less likely to be able to be pay dividends. This approach has also been accelerated by the recent lack of activity with 
regard to IPO’s and new listings in the AIM market, which has seen it move toward investment in a number of 
unquoted businesses. The Manager does recognise though that investment into smaller, unquoted companies does 
increase the level of overall risk within the portfolio.  
 
When it comes to assessing management, the Manager looks for experience and an established managerial team that 
is not only structured to be aligned with the interests of the company, but also has an innate understanding of the 
business, a sense of straightforward practicality, and how people relate to the products the company makes. Unicorn 
have a policy of avoiding certain sectors which their company-wide investment criteria deem largely out of bounds: 
drug discovery, junior mining, oil and gas, and pure start-ups with cutting-edge technology and “hockey stick 
growth projections”. Instead, Unicorn has an affinity for readily understandable sectors to non-specialists, like 
leisure and retail, with management teams that have engendered their trust. 
 
For companies who have exhausted their state-aid eligibility, and that demonstrate further growth potential, 
Unicorn will often use their OEICs to invest further. The existence of follow-on funding is reassuring for companies 
looking for shareholders committed to the business over the long-term, and beyond the horizons delimited by the 
state-aid rules. 
 
Unicorn will invest in pre-profit companies with a track record longer than 3 years, as long as they are perceived as 
having a realistic path to profitability, and even if they won’t be paying dividends yet. However, it has also been 
acknowledged, that following the aforementioned rule changes, profitable companies are more likely to be the 
exception than the norm. Unicorn see a competitive edge in the rule changes: Unicorn’s brand, and its presence on 
companies’ registers being seen as a boon for young companies seeking other funders, allows it to push for 
competitive valuations in pre-IPO companies. Unicorn expect that this shift to investing in earlier stage companies 
will lead to greater volatility in individual stock performance within VCTs in general.  
 
In terms of size of investment, the Manager generally would seek to invest approximately £3 million in each 
company, amounting to around a 1.5-2% position in the portfolio. Unicorn will, however, make investments as low as 
£0.5 million, specifically when considering investment into unquoted companies, with the intention of building up its 

 
5 The rule changes stated that, in order to be eligible for VCT investment, companies will normally have to have made their first commercial sale in 
the past seven years. This has led to a shift towards VCT-qualifying companies being younger, earlier in their growth cycle, and more often pre-
profit. 
6 Please see MJ Hudson Allenbridge’s View From the Bridge article on the Patient Capital Review here 

https://www.mjhudson.com/newsletter/reviewing-the-pcr/?hilite=%22patient%22%2C%22capital%22
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stake, should the company eventually look to list on AIM. Previously it would have been unlikely for Unicorn to 
consider investments below £1 million; however, given the dearth of new listing on AIM through 2019, there has 
been an increased allocation toward unquoted investments. As such, we view this approach of making smaller initial 
investments into these companies as prudent. 
 
The Manager takes a long-term view of each company, only selling for the following reasons: 
 

• M&A activity; 
• The company leaves AIM for a full market listing on the London Stock Exchange; 
• The investment team demotes the company from a Hold to a Sell; or 
• The holding becomes too big due to outperformance.  

 
Unicorn will top-slice large holdings in the portfolio where a company has grown to be too large and leads to 
diversification risks. The strategy is to take profits where a holding represents more than 7% of the NAV of the 
portfolio and assigns it for dividend disbursement or for reinvesting in companies with smaller positions or new 
opportunities, with no one company representing more than 10% of the portfolio.  
 
The relationship between fund raising and deployment is ever-significant, as under new rules 30% of capital raised 
must be deployed within 12 months, which has put downward pressure on the size of VCT fundraising. Nonetheless, 
the current raise, if successful, has the potential to add another £25 million of cash to the portfolio. Newly raised 
capital will be deployed into a number of non-tax-advantaged FTSE stocks and other instruments, as well as across 
some of the Manager’s OEICs.  
 
The amount of unquoted in the portfolio is now around 13% of total investments, which lessens the liquidity profile of 
the VCT but also should dampen the overall volatility of the fund. The Manager aims to allocate no more than 20% of 
the VCT into unquoted companies, due to team capacity issues (which we find sensible). The VCT Board has to pre-
authorise any of these unquoted investments, adding another layer of due diligence, and the Manager requires that 
any unquoted investee companies must aim to list in the future. Unicorn has previously shown MJ Hudson 
Allenbridge an example of a due diligence conducted into an unlisted company and we consider it within industry 
norms in terms of detail and completeness. The Manager has struck up a relationship with the Syndicate Room 
platform- an online platform where investment managers anchor equity crowdfunding rounds- which may well be 
used to invest in unquoted companies which the VCT might otherwise not be able to participate in funding, while 
also perhaps finding deal flow before companies come to solicit investment from traditional AIM-only investors. 
 
Greater volatility has been evident in the AIM market in recent years. There was a fall of over 10% between May and 
August of 2019; although fortunes then turned from Q4 to 2019 to Q1 2020 as the market rose approximately 13%.  
The Q4 2018 sell-off in AIM, as in the main markets, took some heat out of a market that had seen considerable 
growth over the last few years, with the AIM index declining from a high of over 1,100 at the end of October, to 
below 850 at the end of December (a drop of approximately 23%). These price movements underline the benefits of an 
ability to be patient in terms of deployment. While lower valuations might take some of the shine off current AIM 
portfolios across the AIM VCT universe, it also means that new subscribers are buying into a portfolio at lower cost 
than in the middle of last year. Lower prices mean lower risk and greater value for possible new investments, 
thereby also increasing the possible universe of IPOs and other buying opportunities that could be classed as being 
appropriate investments. 
 
The VCT will look to allot shares when an offer is open, once fundraising has passed the minimum threshold for the 
offer to proceed. Allotments will usually happen on a bi-weekly or monthly basis according to demand and are based 
on the previous month’s NAV. 
 
Unicorn has always operated a regular share buyback facility for its shareholders according to demand. This facility 
has enabled selling shareholders to realise their investment despite very limited liquidity in the secondary market. 
Unicorn considers several factors: current equity market conditions, the average discount to Net Assets of the AIM-
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quoted VCT sector, the availability of capital to fund share purchases, the long-term investment objectives of the 
Fund and the interests of all shareholders. However, unlike most other VCTs, there is no stated share buyback policy. 

Pipeline/Prospects and Current Portfolio 
 
In the current portfolio (as at the latest audited financial accounts to 30 September 2019), 76 qualifying investments 
represent just over 72.6% of total assets, with an additional 20 non-qualifying companies, accounting for just over 23% 
of the overall NAV. The Manager approximates that 80% of these are generating positive free cash flow, 60% are 
dividend paying and only 20% of the businesses are operating with any debt on their balance sheets. These figures 
point to a portfolio of mature, profitable businesses, most of which are paying dividends.   
 
While the portfolio is quite diversified in terms of the number of holdings, a few sectors stand out as preferred: 
Pharmaceuticals & Biotechnology (20%, reduced from 26% in September 2018), Software & Computer Services (15%, 
reduced from 19.6% in September 2018) and Media (13%, increased from 9.2% in September 2018), which collectively 
amount to almost half of the current portfolio. As has been noted, Unicorn avoids a few sectors for reasons of them 
likely falling outside the firm’s investment criteria: junior mining, and oil exploration. 
 

CH A RT 2:  SECTOR BREAKDOWN AS AT SEPTEMBER 2019 

 
Source: Unicorn; AdvantageIQ 

 
As can be seen in the table below, the 10 largest holdings within the VCT occupy 43.9% of the overall net asset value 
of the VCT by value; however, the five largest holdings account for almost 30%. Thus, while the VCT does provide a 
level of diversification across 76 qualifying, and a further 20 non-qualifying investments, there is some concentration 
across the larger holdings. Two of these companies are unquoted, and seven of them have been held for over 10 
years, 
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TA BLE 4:  TOP 10 HOLDINGS AS AT 30 SEPTEMBER 2019.  

INVESTEE  
COMPANY SECTOR IN IT IAL  DATE  

OF INVESTMENT  

ORIGINAL  
COST 
(£ ’000)1  

VALUATION UNREAL ISED 
GAIN 

% 
NAV 

Hasgrove2 Media Nov 2006 £1,854 £14,602 7.88x 7.3% 

Interactive 
Investor2 

Financial Services Nov 2013 £3,447 £14,319 4.15x 7.1% 

Abcam plc 
Pharmaceuticals & 
Biotechnology 

Oct 2005 £418 £14,287 34.18x 7.1% 

Tracsis plc 
Software & 
Computer Services 

Nov 2007 £1,462 £9,817 6.71x 4.9% 

Mattioli 
Woods plc 

Financial Services Nov 2005 £1,275 £6,759 5.30x 3.4% 

Anpario plc Financial Services Nov 2006 £1,380 £6,400 4.64x 3.2% 

Cohort 
Aerospace & 
Defence 

Feb 2006 £1,553 £6,312 4.06x 3.1% 

City Pub 
Group 

Leisure and Retail Oct 2013 £3,565 £5,894 1.65x 2.9% 

AB Dynamics 
Industrial 
Engineering 

Jan 2016 £793 £5,250 6.62x 2.6% 

Tristel 
Health Care 
Equipment & 
Services 

Nov 2009 £866 £4,711 5.44x 2.3% 

Total Top 10   £16,613 £88,351 5.32x 43.9% 

Source: Unicorn 
1 Original cost is the amount invested in each investee company by the Company, Unicorn AIM VCT II plc and Rensburg plc. 
2 unquoted 

 

The table below illustrates the breakdown of the overall portfolio as at 31 January 2020. As can be seen, qualifying 
investments make up almost 75% of the overall NAV, with non-qualifying companies representing just over 24%. 
However, we note that excluding new capital raised within the last three years and according to VCT accounting 
rules, the VCT’s qualifying percentage exceeds 89% of total assets, and therefore in line with current legislation. As 
has been noted, among these non-qualifying investments there are a number of fully listed equities (i.e. listed on the 
main market of the London Stock Exchange), as well as investments into Unicorn’s own OEICs. Encouragingly, net 
current assets make up just over 1% of the overall NAV, and therefore far lower than most other VCTs on offer, and 
significantly mitigating the risk of any cash drag on performance.  
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TA BLE 5:  PORTFOLIO BREAKDOWN AS AT 31  JANUARY 2020 

INVESTMENT CATEGORY  ORIGINAL  COST 
(£ ’000)1  

VALUATION 
(£ ’000)  

UNREAL ISED 
GAIN 

% 
NAV 

Total Quoted £82,784 £138,308 1.67x 62.47% 

Total Unquoted £12,011 £27,475 2.29x 12.41% 

Total Qualifying Investments2 £94,795 £165,783 1.75x 74.88% 

Total Non-Qualifying 
Investments 

£36,839 £53,362 1.45x 24.10% 

Total Investments £131,634 £219,145 1.66x 98.98% 

Net Current Assets  £2,262  1.02% 

Total Net Assets   £221,407   100% 

Source: Unicorn 
1 Original cost is the amount invested in each investee company by the Company, Unicorn AIM VCT II plc and Rensburg plc. 
2 Calculation based on market value of investments. In determining whether the VCT qualification threshold is adhered to, VCT accounting 

rules are used instead to calculate the qualifying investment percentage. 

 

The current raise aims to replicate that of last year, totalling £25 million, in comparison to the target raise two years 
ago of £50 million (although only £34 million was achieved in this year, following an early closure). This level of raise 
is more in line with the size of raises Unicorn have historically undertaken. Unicorn have previously informed us of 
an unofficial rule to limit fundraising to 10% of the VCT’s AUM to allow them to deploy funds raised selectively. More 
so, careful consideration is being given to each raise to ensure that the Company does not lose its VCT status. The 
size of the current raise should provide the Manager with greater headroom in which it can deploy the necessary 
30% of its raise within 12 months. In addition to this it should be borne in mind that Unicorn invests capital not yet 
invested in VCT-qualifying opportunities, into investments such as its own OEICs and FTSE stocks in order to mitigate 
cash drag.  
 
Previously, Unicorn have noted that it typically aimed to make six VCT-qualifying investments per year of £2-3 
million.  We note however, that investment activity into qualifying investments in the 12 months to 30 September 
2019 was significantly lower than in previous years. Only two new qualifying investments totalling £4.6 million were 
made over the period, with an additional £16 million being made into non-qualifying investments. Since September 
2019, we note that the VCT made two further investments, both at £500,000. This level of investments is a direct 
reflection of the subdued market activity across AIM in 2019, with only 23 IPO’s seen on AIM. The Manager notes that 
the reduced deal flow could pose problems in the future, especially regarding the company’s ability to maintain its 
VCT Status. However, as has been noted Unicorn is now prepared to make smaller investments as low as £0.5 million 
into unquoted qualifying investments. This will have an impact on the VCT’s liquidity. It should also be noted that 
Unicorn have voiced optimism that market conditions are expected to improve in the coming year, with 
expectations for an improvement in market activity. That being said, investors should still be aware that the market 
conditions today may differ from those in which their capital is eventually fully invested.  
 

Deal flow does benefit from Unicorn’s relationship with the Syndicate Room. Whilst initially this was a source for 
upcoming IPOs and pre-IPO investment opportunities, Syndicate Room’s business model has developed to focus on 
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portfolio management of EIS qualifying investments. Nonetheless, the investment manager’s relationship with the 
team at Syndicate Room remains a potential source of unquoted investment opportunities for the VCT. Unicorn has 
great regard for Dr Johnathan Milner, who is on the board of Syndicate Room as well as being the Deputy Chairman 
and Founder of their flagship AIM investment Abcam and hope that the platform will also lead to opportunities that 
other funds may well miss, or at least be slower to find. Unicorn regards its pipeline as somewhat “seasonal”. 
 
In our meeting with Unicorn, it pointed to subdued (relative) valuations not only across UK equity markets, but also 
across smaller companies in general. As such, it suggested that there are some potentially valuable deals on the 
horizon, and it expects market conditions, and new share issuances to increase. Thus, it does not foresee concerns 
regarding its ability to deploy funds in a timely manner, without having to compromise on the quality of potential 
deals.  
 
Overall, we view the current portfolio as well-diversified by sector and, with around 76 active VCT qualifying 
companies, as well as 20 non-qualifying companies, well-diversified by number of companies. The number of 
companies in the portfolio helps mitigate the lower levels of viable VCT qualifying investments, which the Manager 
notes is lower than previous years. The manager is hopeful that 2020 reintroduces a healthier pipeline of businesses. 
However, given 2019’s delivery of only 23 IPO’s on AIM, it is without certainty that this will be the case.  
 

Investment Process  
The Manager has described its investment process as follows in AdvantageIQ:  
 

TA BLE 5:  INVESTMENT PROCESS 

INVESTMENT 
PROCESS DETAILS 

Deal sourcing/ origination 1. Idea Generation thematic meetings, web resource, trade press, broker research 

Deal filtering and selection 

 
2. Quantitative Research quantitative screening, peer group comparison, detailed 
analysis of financial statements 
3. Qualitative Research proprietary investment checklist, company site visits, 
industry assessment, SWOT analysis 
4. Company Meetings regular, well prepared, challenging 
5. Investment high conviction portfolio, full weightings built within 12 months, low 
portfolio turnover, long term investment horizons 

Decisions are made at the Investment Committee level, operating a consensus 
approach. The fund manager with primary responsibility for a fund has casting 
vote. 
 

Due diligence process 

 
Quantitative monitoring of the fund takes place in real time on a daily basis via an 
internally developed spreadsheet. 

Qualitative monitoring of the fund takes place every morning via an internally 
produced email ‘daily movers and news flow’ email. 

Qualitative and Quantitative monitoring is also an agenda item at our weekly 
Investment Management meetings and monthly Investment Committee meetings. 
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Deal approval 

 
Investment Committee meets fortnightly on a formal basis and includes a review of 
performance, including comparison of performance against benchmark and peer 
group. Members of this are Paul Harwood, Chris Hutchinson, Peter Walls, Fraser 
Mackersie and Simon Moon. 

Whilst all investment decisions are run past the investment committee and all 
input is considered the fund manager has ultimate responsibility for 
additions/removals to the portfolio. 
 

Source: Unicorn; AdvantageIQ 

 
The Lead Investment Manager – Chris Hutchinson – is generally given free rein in making investments into AIM-
listed companies after discussing the idea within the Investment Committee. If the company is unquoted, the Lead 
Manager gets sign-off within Unicorn and submits an investment proposal to the Board of the VCT who then 
challenge back and have the right of veto. MJ Hudson Allenbridge have previously seen an example Investment Pack 
sent to the VCT board in these circumstances and found it commendably comprehensive. While the backing of the 
Investment Manager’s judgment is to be expected in a market-facing strategy like an AIM VCT, some more formal 
processes with checks and balances would be somewhat more reassuring. When it comes to unlisted stocks, the 
Manager estimates that approximately a third of possible investment ideas might be rejected by the VCT Board. The 
Chairman of the Board asks a senior non-exec (Jocelyn Harris) to collate opinions of the rest of the Board, and if 
more than one person does not approve, the idea is vetoed. 
 

Risk Management 
 
Stocks are selected on a bottom-up, fundamental basis with the objective being to create a diversified portfolio at 
the stock level. The Manager therefore views the sector exposure as a function of the stock selection, although it 
does actively review the weightings to ensure that the portfolios are not skewed towards any one sector. Hence, 
portfolio risk is mitigated by having a wide range of holdings spread across sectors, and positions are unlikely to 
exceed 8.5% of total assets. The largest holding, Hasgrove, is 7.2% of net assets by value (as at 30 September 2019). 
Generally, positions will not exceed between 7-8%, although there are no hard and fast limits in place. The portfolio 
currently has c. 76 active qualifying investments (and an additional 20 non-qualifying); however, Unicorn states that 
it does not wish to get to hundreds of stocks for greater diversification at the expense of quality or monitoring. We 
also note that while the ten largest companies account for just over 41% of the overall NAV, the five largest 
companies account for almost 30%, indicating that there is a level of concentration at among the larger positions.  
 
Quantitative monitoring of the fund takes place in real time daily via Bloomberg and Eze portfolio management 
software. Qualitative monitoring of the fund takes place every morning via an internally produced email “Daily 
Movers and News flow”. Qualitative and quantitative monitoring is also an agenda item at weekly Investment 
Management meetings and monthly Investment Committee meetings. 
 
Sector and portfolio weightings along with cash balances are discussed by the Investment Committee at regular 
investment meetings between the two junior fund managers and the Lead Fund Manager. However, there are no 
formal sector limits in place within the portfolio, which provides significant scope for the Investment Team in terms 
of sector and position weightings. The Manager informs us that due to heightened political and economic 
uncertainty, there is a significant level of readily-realisable investments, most in highly liquid, albeit non-qualifying, 
listed companies. This also means that at present, only 73% of the portfolio is invested into qualifying investments; 
however, it is also important to highlight that excluding new capital raised within the last three years, the VCT’s 
qualifying percentage is 89.4% of total assets as at 31st of January 2020 and therefore in line with current VCT 
legislation. Further, we note that Unicorn has been advised by PWC that the VCT continues to maintain its VCT status. 
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Losses and markdowns are noted in the portfolio, but total write-offs are rare due to the possibility of upside 
performance for some companies long after their fall to levels normally considered overdue in writing off totally. 
Some impairments have been noted. The Manager informs us, however, that 80% of the companies in the portfolio 
are profitable and have good cash streams coming into the business, and so there is less exposure to high risk, early 
start ups. BDO regularly audits and advises on the suitability of these designations. 
 
The VCT is vulnerable to any changes in legislation, although this is a feature inherent in the industry rather than 
specific to this VCT. The diversity of the portfolio and its increased focus on earlier stage companies does serve to 
mitigate this somewhat.  
 
As the majority of the investments within the portfolio are quoted on AIM, valuations are made at live bid prices from 
the London Stock Exchange. This provides a more transparent picture to investors than they may typically find in 
VCTs which make investments into unquoted companies. However, while investment in quoted companies provides 
more readily available pricing, it also prevents the VCT from taking more substantial holdings in the underlying 
investee company. As such Unicorn do not tend to offer hands-on post-investment help, seeing themselves more as a 
passive, long-term, supportive shareholder. If asked, however, Unicorn is willing to help make introductions or 
facilitate potential synergies between companies within their portfolio. Unicorn expects to meet with management 
team’s post-investment at least twice a year and will occasionally undertake informal site visits. Review triggers for 
holdings would include any profit warning, a change of management (if unapproved), or a change of strategy (if 
unapproved). 
 
There is also operational risk in that the Manager outsources most non-investment roles to third party providers. In 
order to combat this, the Board utilises internal control reports and considers the performance of the service 
providers on a monthly basis, and more thoroughly on an annual basis.  
 
It should noted that there is no formal share buyback policy in place, rather the Board will determine discount as 
and when required. This is unlike many other VCTs which have a set policy to buyback shares at a discount of 5% to 
NAV, and as such it would be preferable to see a more formal policy in place. We note that in the financial year to 30 
September 2019, the VCT bought back 168,702 shares at an average discount to NAV of 11.7%. 
 

Key Features 
 
The VCTs charge investors an initial fee of 2.5%. The annual management charge is set at 2.0% of the NAV, for assets 
up to £200 million, and reduced to 1.5% for a NAV above that level.  Further, we understand that in 2019 the 
performance fee was waived, whereas the current raise will not have one to begin with. This level and structure of 
fees, places the VCT competitively relative to its peers. 
 
The annual expenses, which are operational costs of the VCT excluding performance fees and trial commission, are 
capped at 2.75% of NAV and any expense above the limit will be borne by the Manager. Unicorn had estimated the 
annual expenses to be around 2.3% of the NAV for the financial year ended 30 September 2019. The Manager stated 
that up to 75% of the management costs are paid through capital or investor subscriptions whist the remainder from 
the income received, that is dividend payments from investee companies.  
 

TA BLE 6:  OVERVIEW OF FEE STRUCTURE 

FEE (excluding VAT) 
CHARGED TO: 

INVESTOR/FUND INVESTEE COMPANY 

Initial Fee 2.5% - 

Custodian Fee - - 
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Arrangement Fee - - 

Annual Management Fee1 
2% of NAV up to £200m of  

AUM; 1.5% thereafter - 
 

Annual Admin/Service 
Fee1 

-  

Dealing Fee - - 

Director’s or other 
Company Fees 

- - 

Exit Performance Fee - - 

Exit Performance Hurdle - - 

Available discounts Loyalty discount: priority access 

Other Fees (please explain)  

Adviser/Intermediary 
charges 

5.5% of gross subscriptions for advised and execution only clients 

Execution Only Fees 5.5% of gross subscriptions plus 3% initial commission for intermediaries1 

Direct Application Fees 2.5% of gross subscriptions2 

 

Source: Unicorn; AdvantageIQ 
1Ongoing management charges: 0.375% of the net asset value per annum trail commission (subject to maximum cumulative payment of 

2.25% of the offer price) 
2Including ongoing management charges of 2.5% of gross subscriptions 
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Performance 
 
NAV: It has proved to be a turbulent year for the AIM market, following the sharp sell-off through Q4 2018, the 
market managed to recoup some, although not all of these losses, before moving sharply lower once more into 
September 2019. In fact, the performance of the FTSE AIM All-Share Index generated a total negative return of 19.4% 
in the 12 months to 30 September 2019; On the contrary, the FTSE 100 Index delivered a positive, albeit small return, 
of 3.2%. This volatility on AIM is reflected in the NAV of the VCT which declined from 171.8p per share as at 31 
September 2018, to a low of around 141.7p as at December 2018; however, it has since recovered to 170.5p as at 31 
January 2020.  These price movements serve to highlight the potential volatility which the VCT’s portfolio could be 
exposed to.  
 
Dividends: Unicorn has consistently paid dividends since the inception of the amalgamated VCT in 2010. The level of 
dividends has increased over time from a 4p offering in 2011 to 6.5p paid in 2018. Dividends are paid bi-annually, a 
change made in early 2017. Dividends paid out in the respect of recent financial years have amounted to 6.5p most 
recently, and for 2017 and 2018, before which 6.3p was paid out in 2015 and 2016. This equates to a dividend yield of 
4.2% for the 2019 financial year, based on the NAV as at 30 September 2019. 2019 saw 6.5p of dividends paid per share 
in the financial year. Like the prior year, this consisted of a 3.0p interim dividend and a 3.5p final dividend. The short-
term of dividend payments is covered by current AIM holdings, not necessitating any near-term sell-offs. Unicorn 
has over 85% of holdings in qualifying investments, further enabling them to choose the right moment to exit. A 
legacy of the 2010 merger was the existence of a performance fee for Unicorn with 20% of any dividend over 6p per 
year, above a high-water mark of 125p per share, however this performance fee was officially removed in early 2017.  
 
IRR: Performance over the longer term has been impressive, with the VCT ranking in the first quartile since 
inception, as well as over the most recent seven- and five-year periods. This points to positive and consistent 
performance over the medium to longer term. However, performance in the shorter three-year periods places the 
VCT in the second quartile; while this is still a positive outcome, it does reflect the recent underperformance seen 
across the AIM market. Nonetheless, investors can take comfort from the fact that the VCT remains one of the better 
performers across the market. 
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CH A RT 5:  ANNUAL NAV AND DIVIDEND PAYOUT N2VCT PLC BY TAX YEAR SINCE 

INCEPTION (AS AT JANUARY 2020) 

 
 
 
Source: MJ Hudson Allenbridge 

Please note that “2018/2019” represents tax year to the latest data published date. 

* We adjust the “cumulative dividends paid since inception” bar (top left) to take into account the historic dividends paid by all the share 

classes named above, by assuming one share remains following any corporate actions that have taken place. These dividend payments are 

weighted by their respective ratios applied to share holdings at the time of each merger/corporate action.  
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TA BLE 10:  KEY PERFORMANCE INDICATORS (AS AT 31  JANUARY 2020) 

 

Source: MJ Hudson Allenbridge 

* Total Fund Return = the most recent NAV per share + the Cumulative Dividends paid per share since inception 

Notes: 

1. We do NOT adjust NAVs to take account of dividends that have become ex-dividend but not yet paid. The ‘Dividends per share’ column 

includes these dividends. Amounts are rounded to one decimal place. 

2. NAVs incorporate supplementary (performance incentive) share adjustments where applicable. 

3. Share prices and their discounts to NAV do not necessarily reflect the price and discount at which shares may actually be re-purchased. 

4. Depending on the date of launch, some VCTs may have provided a different level of initial tax relief from that suggested in the table 

headings (below). 

 

  

FUND NAME 

NAV 
PER 
SHARE 
(P) 

CUMULATIVE 
DIVIDENDS PER 
SHARE SINCE 
INCEPTION (P)  

TOTAL FUND 
RETURN* PER 
SHARE SINCE 
INCEPTION (P)  

BID 
PRICE 
(P) 

BID 
DISCOUNT 
TO NAV (%) 

Unicorn AIM VCT 170.5 55.5 226.0 148.0 -13.2 

Rensburg AIM 
VCT plc (merged 

with Unicorn AIM 
VCT) 

40.6 73.45 114.05 36 -11.3 

Rensburg VCT plc 
(merged with 
Rensburg AIM 

VCT) 

40.6 98.1 138.7     

Unicorn AIM VCT 
II plc (merged 

with Unicorn AIM 
Series 3) 

141.2 52.2 193.4     

Unicorn AIM VCT 
II plc C Shares 
(merged with 
Unicorn AIM 

Series 3) 

123.9 41.5 165.4   

Unicorn AIM VCT 
plc (merged with 

Unicorn AIM 
Series 3) 

103.6 78.3 181.9     

Unicorn AIM VCT 
plc Series 2 

(merged with 
Unicorn AIM 

Series 3) 

132.1 63.45 195.55     
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CH A RT 6:  MARKET POSITION RANKED BY ANNUALISED NET IRR FOR L ISTED VCTS (AS AT 

31  JANUARY 2020) 

 

 

 

 
 
Source: MJ Hudson Allenbridge 

Please note: (i) the above chart is based on the annualised net IRR for currently listed VCTs and is based on the most up to date information 

available to us at the time of writing; as such there may be a maximum lag of six month due to the timing of individual VCTs’ NAV 

announcements., (ii) as the net IRRs are calculated over different time periods and over different lengths of time as they are since the 

inception of each VCT they should not be reviewed as directly comparable (iii) Share classes are counted as separate investment vehicles. 
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CH A RT 7:  5 YEAR ANNUALISED NET IRR (%) BY S INGLE SHARE CLASS (AS AT 31  JANUARY 

2020) 

 
 
Source: MJ Hudson Allenbridge and AIC 

Please note: (i) the above chart is based on the annualised net IRR for currently listed VCTs and is based on the most up to date information 

available to us at the time of writing; as such there may be a maximum lag of six month due to the timing of individual VCTs’ NAV 

announcements. (ii) as the net IRRs are calculated over different time periods and over different lengths of time as they are since the 

inception of each VCT they should not be reviewed as directly comparable. (iii) Share classes are counted as separate investment vehicles. 

(iv) only VCTs that have been in existence for over 3 years are plotted. 
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Appendix 1: Key Personnel 
 

Key Investment Professionals 
 

NAME JOB T ITLE 

DATE 
STARTED 
WITH 
COMPANY 

BIOGRAPHY 

Chris 
Hutchinson 

Director & 
Senior Fund 
Manager 

2006 

Chris is Senior Investment Manager at Unicorn and is the individual 
primarily responsible for selecting stocks for inclusion within the 
Unicorn AIM Inheritance Tax Portfolio Service. Chris has been lead 
manager of Unicorn AIM VCT, the largest AIM-focused VCT in the 
industry, since joining the firm in 2005. Chris is also lead manager of 
Unicorn Outstanding British Companies Fund and a senior member 
of Unicorn’s Investment Committee. Chris has approximately 18 
years’ experience managing portfolios of UK smaller companies. 

Paul 
Harwood 

Non-Executive 
Director, 
Chairman of 
the Investment 
Committee 

2000 

Paul is chairman of Unicorn AM’s Investment Committee and has 
over 40 years’ investment experience. Before joining Unicorn AM, 
Paul held positions at Phillips & Drew, Richards Longstaff and 
Mercury Asset Management/Merrill Lynch, where he was a 
Director, Joint Head of the European Equity Investment Team and 
latterly the Head of the UK Smaller Companies Team. 

Fraser 
Mackersie 

Fund Manager 2008 

 
Fraser is co-manager of Unicorn UK Income Fund, Acorn Income 
Fund and lead manager of Unicorn UK Growth Fund. Fraser joined 
Unicorn in 2008 having previously held positions with F&C Asset 
Management and Geoghegan & Co Chartered Accountants. He 
graduated from the University of St Andrews in 2003 with a degree 
in Economics and Management and is also a Fellow of the 
Association of Chartered Certified Accountants. 
 

Simon 
Moon 

Fund Manager 2008 

 
Simon has been co-manager of the Unicorn UK Income Fund and 
Acorn Income Fund and lead manager of the Unicorn Smaller 
Companies Fund since 2013. He joined Unicorn Asset Management 
in 2008, since when he has been an active member of the 
Investment Committee. Prior to joining Unicorn Simon worked as a 
research analyst at JM Finn & Co. Stockbrokers and spent three 
years in the NHS graduate finance scheme. 
 

Alex Game 
Junior Fund 
Manager 

2014 

 
Alex is Assistant Fund Manager to the Unicorn UK Growth Fund and 
works alongside its Lead Manager, Fraser Mackersie. Alex has been 
a member of the Unicorn investment team since joining the firm in 
2014. Prior to joining Unicorn, Alex worked for two years as a Client 
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Advisor at Stanhope Capital. Alex is a CFA Charterholder and 
graduated with a BSc (Hons) in Physics from Durham University. 

Max 
Ormiston 

Junior Fund 
Manager 

2014 

 
Max is Assistant Fund Manager to the Unicorn Outstanding British 
Companies Fund and supports Director & Senior Fund Manager, 
Chris Hutchinson. Max has been a member of the Unicorn 
investment team since joining the firm in 2014. Prior to joining 
Unicorn, Max spent four years with Brewin Dolphin, where he 
worked as an Investment Manager. Max is a CFA Charterholder and 
graduated with a BSc in Agribusiness Management from Newcastle 
University. 
 

Peter Walls Fund Manager 2001 

 
Peter’s in-depth knowledge of the collective funds industry was 
acquired as an investment trust analyst and commentator between 
1983 and 2001. From 1983 to 1988 he was the investment trust 
analyst at Hoare Govett (now ABN Amro). Peter joined Credit 
Lyonnais Securities in 1988 where he authored the Investment Trust 
Yearbook between 1988 and 1999 and was also Head of the 
Investment Trust department. Since 2001 Peter has managed the 
Unicorn Mastertrust fund. 
 

 

Source: Unicorn; AdvantageIQ 

 

Fund Board of Directors  
 
We note that Peter Dicks, currently Chairman of the Board, plans on retiring. This has been made clear for some 
time. A succession plan has been in place which will see Tim Woodcock assume the role of the Chair come January 
2020.  
 

TIM WOODCOCK - NON-EXECUTIVE CHAIRMAN 
 
Tim qualified as a chartered accountant and is an experienced company director who has held a number of main 
board roles for both public and private companies. He also has considerable investment management experience – 
in 2008 he co-founded Oakfield Capital Partners, a private equity firm specialising in investing and developing fast 
growing UK smaller companies. He is an active private investor in early stage opportunities. 

 

JEREMY HAMER - NON-EXECUTIVE DIRECTOR 
 
Jeremy Hamer is a chartered accountant who spent 16 years in industry before spending five years as a VCT 
investment manager. Currently, he is the non-executive chairman of Uvenco plc and non-executive director of SQS 
Software Quality Systems AG. He is also a qualified executive coach. 
 

CHARLOTTA GINMAN - NON-EXECUTIVE DIRECTOR 
 

Following qualification as a chartered accountant with E&Y, Charlotta spent several years in investment banking, 
followed by executive roles at Nokia and Vertu Corporation. She was a non-exec director at Wolfson 
microelectronics and Kromek plc. She is currently on the boards of Polar Capital Technology Trust plc, Pacific Assets 
Trust plc, and Motif Bio plc. She is a non-exec director of Consort Medical plc. 
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PETER DICKS - NON-EXECUTIVE DIRECTOR 
 
Peter Dicks was a founder director, in 1973, of Abingworth plc, a venture capital company. He is currently a director 
of a number of quoted and unquoted companies, including Mears Group plc, ICG Enterprise Trust plc, Miton UK 
MicroCap Trust plc and Interactive Investor. In addition, he is a director of Foresight VCT plc, Foresight 3 VCT plc, 
Foresight 4 VCT plc and Foresight Solar Fund Limited. 
 

JOCELIN HARRIS - NON-EXECUTIVE DIRECTOR 
 
Jocelin Harris is a qualified solicitor and runs Durrington Corporation Limited, where he has worked since 1986. 
Durrington provides management and financial support services to small and developing businesses. He is currently 
a director of Foresight VCT plc and also a non-executive chairman or director of a number of private companies in 
the United Kingdom and the USA. 
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8 Old Jewry, London EC2R 8DN, United Kingdom | +44 20 7079 1000 | london@mjhudson.com | mjhudson-allenbridge.com 
 

MJ Hudson Allenbridge is a trading name of MJ Hudson Investment Consulting Limited which is incorporated and registered in England and Wales - 
Registered number (07435167) - Registered office 8 Old Jewry London EC2R 8DN MJ Hudson Investment Consulting Limited is an appointed 

representative of MJ Hudson Advisors Limited  
(FRN 692447) which is Authorised and Regulated by the Financial Conduct Authority. 

 
NOTE: Readers should note that investment in a VCT, AIM IHT,, BR IHT or EIS carries a greater risk than some other investments, there is unlikely to be an 

active market in the shares, which will make them difficult to dispose of, and proper information for determining their current value may not be available. 
Prospective investors are strongly advised to consult their professional adviser about the amount of tax relief (if any) they can obtain. 

 
Although we have taken reasonable care to ensure statements of fact and opinion contained in this document are fair and accurate in all material 

respects, such accuracy cannot be guaranteed. Accordingly, we hereby disclaim all responsibility for any inaccuracies or omissions, which may make 
such statements misleading, and for any consequence arising there from. While reports in this publication may make specific investment 

recommendations, nothing in the publication enclosed with it is an invitation to purchase or subscribe for shares or other securities. 

NOTE: Please be aware that the Manager mentioned in this report purchased the rights 

to distribute this single report only (no payment was taken to undertake the research 

which is carried out fully independently and in accordance with MJ Hudson 

Allenbridge’s governance process).  

 

This report has only been made publically available under permissions of the marketing licence purchase. 

Investors and advisers are recommended to read this report in the context of the wider research and reports 

carried out by MJ Hudson Allenbridge and should note that a more up to date report for this 

Product/Manager may also be available.   

 

To access full research services including a full library of tax-advantaged investment research reports, 

information on open offers, market insights and useful tools, please visit www.advantageiq.co.uk, where 

both individual reports and subscriptions are available for purchase. Alternatively, please email 

subscribers@mjhudson.com for further information. 

mailto:london@mjhudson.com
http://www.advantageiq.co.uk/
mailto:subscribers@mjhudson.com
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