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INHERITANCE TAX EFFICIENT PORTFOLIO SERVICE

What exactly is it?
·

A straightforward solution to
reduce IHT liabilities

·

Elevated risk/reward ratio

·

Mitigation of risks by investment
process & portfolio construction

·

Excellent track record

·

Non-punitive fees

·

Personalised reporting

The Maunby Inheritance Tax (IHT) Efﬁcient Portfolio Service is
designed to offer a simple, effective solution to the problem
of inheritance tax. As a separately managed portfolio, client
money is invested in a diversiﬁed selection of company
shares listed on AIM (the Alternative Investment Market).
AIM allows companies to list their shares less expensively
than the main market – an attractive proposition for smaller
growing companies.
As the companies listed on AIM tend to be smaller in value
terms, they are often too small for the large asset and
investment managers, because they can’t hold them across
every client in their model style portfolios. But these are
often familiar, well-established companies with good track
records and decent prospects as you can see in the short
summaries throughout this document.

A clear opportunity that suits
Advanced Medical Solutions
Group designs and
manufactures products that help
in wound management and
accelerate healing.

It suits our size – we can buy into a relatively small company
for all of our clients for whom the shares would be suitable.
It suits our investment approach – we do our own research
and can make rapid decisions when needed, as we are all on
a single site and have no need for investment committees or
Chief Investment Ofﬁcers.
It suits the way we deal – which is based on a detailed
understanding of our companies, their brokers and who the
main market makers are.

Keywords Studios is an
international technical and
creative services provider to the
global video games industry.

It suits our clients – we have delivered them a CAGR of 9.0%
since inception. For comparison, our benchmark the AIM
Total Return Index produced an annualised return of –0.1%
over the same period.

A straightforward solution
Under current tax rules, any money invested and held for two
years or more in qualifying AIM companies is eligible for
Business Property Relief, which exempts the full value of
qualifying shareholdings from inheritance tax.
Unlike
potentially exempt transfers, such as gifts, where seven years
must pass for the value of the assets to fall out of the
transferor’s estate, the service investments can fall out of an
estate in as little as two years.
We have spent some considerable time liaising with HMRC
on eligibility criteria and are conﬁdent that the stocks
purchased for IHT portfolios meet the criteria for BPR
eligibility when purchased. However, as eligibility on one
day could be questioned the next day, for example in the
event of a large sale and leaseback transaction, we cannot
guarantee that HMRC will always agree with us, and each
investment will be considered on a case-by-case basis when
a claim for BPR is submitted.

James Cropper is a world-class
advanced materials and paper
products group which produces
niche products that range from
Remembrance Day Poppies to

materials essential for hydrogen
fuel cells.

Elevated Risk/Reward ratio
Needless to say, there is potential downside. The risk of loss,
or of relative under-performance, may be greater in a
portfolio of AIM shares for a number of reasons:
·

smaller companies quoted on AIM are subject to
greater price volatility than the shares of medium and
large companies quoted on a recognised investment
exchange;

·

the exemption from inheritance tax that such shares
currently enjoy may be withdrawn by legislation; and

·

the liquidity of smaller companies can be poor, making
the acquisition or disposal of shares more difﬁcult.

Volex is a global leader in the
manufacture of performance
critical cable assemblies. It

Excellent track record
Although we have been buying AIM stocks for clients for
much of the last two decades, we have only been managing
a discrete ring-fenced portfolio since Q1 2011. Over the
eleven years between 1/1/2011 and 31/12/2021, using an
average of all fully invested IHT portfolios, we have delivered
a compound annual growth rate (CAGR) of 12.7%, net of fees
and charges. More detail on this is available on request.

supplies all the cabling in Tesla
cars and its cables can be found
in data centres and consumer
electricals.

Portfolio construction
Involving both a scoring system and management oversight,
each holding size is determined by comparing the individual
scores of each company. The inputs for this include:

Nichols is best know for its Vimto

·

the tradability or liquidity of the stock, as we need to be
able to sell positions without negatively impacting the
price;

·

our conﬁdence in the investment case, management,

·

the current valuation given the anticipated performance
and robustness of the business model;

·

the cyclicality of the business and likelihood of weakness
during times of economic turbulence; and

·

indebtedness and dividend discipline.

brand and is the UK’s second
most popular dilute to taste
brand.

This is reassessed monthly with proﬁts often recycled
throughout the portfolio. The actual positions are adjusted to
allow our winners to run when we think they have momentum,
and to take half holdings in newer companies that may become
full sized once certain criteria are met.

Stock selection
Our stock selection has from the outset applied a few simple
rules:
·

We look for proﬁtable companies whose business models
we understand, as this reduces binary investment
outcomes.

·

We avoid resource stocks, and

·

Any other companies where their proﬁtability relies solely
on one asset that may not be wholly secure.

·

We look for good management teams who are engaged
and appreciative of shareholder value.

·

We prefer stocks with low or sustainable levels of
indebtedness so that they can weather periods of
uncertainty better.

Renew Holdings Plc provides
engineering services to maintain
and develop energy,
environmental and
infrastructure markets. Its core
operations are rail, water,
nuclear and infrastructure.

Mitigation of Risks
We mitigate potential risks and losses as far as possible through
careful stock selection, intelligent portfolio construction, and by
recommending that the size of an AIM portfolio investment
should not be more than 25% of a clients liquid assets.

Fees & Charges
We don’t stiff the client. Our management fee is charged at the
normal discretionary investment management portfolio rate.
Fees based on the value of a client’s portfolio are charged
quarterly in arrears. There are no set up costs or initial fees.,
though costs will be higher in the ﬁrst year as cash is invested.

Jet2 holidays is the UK’s second
largest tour operators and the
UK’s third largest airline. It
promptly refunded passengers
during the COVID shutdowns

Market movements, the size of the portfolio and economic
factors all play a role in trading over a given period, so
estimating the cost of trading during a year is difﬁcult, however
through 2020, a year when turnover was higher than average,
dealing costs represented no more than 0.52% of the end
portfolio value, implying annual turnover of between 10% and
15% of the portfolio.

and is well placed to beneﬁt

Over the period 2016-2021, the mean calendar year total
expense ratio (TER) for service portfolios has ranged between
1.16% and 1.85%. For the calendar years 2019 to 2021 it has
been in a narrower range of 1.32% to 1.34%, despite increased
market volatility. This coincides with a sustained period of
outperformance since the end of 2018, evidence that our
current investment strategy is generating alpha for clients
without adding incremental costs.

Equals Group is provides

from the reopening.

international payment services
and has developed a cloudbased person-to-person
payments platform that enables
personal and business
customers to make payments in
a range of currencies and
countries.

Reporting
We report quarterly directly to clients on the performance and
investments of the IHT portfolios we manage, but we can
provide discrete performance ﬁgures for any individual
portfolio if so instructed.
We also provide an annual tax pack for all clients, whether
based in the UK or elsewhere, as at whatever date the client
requires for tax purposes.

FRP Advisory is a UK focused
business advisory ﬁrm,
specialising in corporate
restructurings, administrations
and liquidations. It has a
nationwide network and
operates over 22 UK locations.

Maunby Investment Management
30 Market Place West, Ripon. HG4 1BN
www.maunby.com
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