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You could not have failed to notice the striking 
new graphics for our Newsletter.
This transforms our publication and projects a 
much more professional image and
is a direct result of our involvement with Sharesoc. 
Hopefully you will find the articles here 
just as striking.

The Virtual Mello conference is being held on 
Friday and Saturday 10th and 11th July and there 
is a special half price offer for SIGnet members 
who wish to participate. Please see details of how 
to take advantage of this later in this Newsletter.
We are now at the halfway stage of the SIGnet 
2020 Challenge and you will find the latest 
progress report in the Newsletter. There is still 
plenty of time for more market gyrations and 
no group has yet used up all of their options to 
change nominated entries.

Colin Farrier has kindly provided his view on some 
key aspects of analysing Rightmove (RMV). Colin 
has a ‘buy and hold’ style so the current housing 
market uncertainty does not alter the principle 
of his approach. In addition Danny Wallace has 
written about a recent meeting of the Liverpool 
Group which took advantage of the flexibility that 
video conferencing provides to include some 
members from another group. Many thanks to 
Colin and Danny for their contributions. 

Danny’s article has prompted me to consider that 
we have all developed our own approaches to an 
investment selection process. Different styles of 
investing require a variety of criteria. 

My own process has changed over time as new 
ideas have surfaced through the media or in 
discussion with other SIGnet members. There are 
so many different angles to consider in selecting 
worthwhile companies to invest in that you can 
end up with a long list of criteria and differing 
thresholds. But which ones are the key criteria and 
which ones are useful but not vital? What worked 
ten years ago might need updating.

The availability of key information in an easy to 
access format such as Stockopedia and  Sharepad 
are just two examples of how investing has been 
transformed.

The world’s best sports people need to constantly 
be improving their game to stay at the top. 
Improving our investment skills, avoiding bad 
habits and learning from each other is  important 
to our success and your own SIGnet groups 
provide the perfect forum.

Terry Nalden

Editorial
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News & Developments this Month

We took what may seem a very small step this 
month which has proved to be a huge step for 
SIGnet. We have been horribly hindered by a 
membership list that is hopelessly out of date, worse 
still, inaccurate and liable to lead us into breaking 
the laws on protecting everyone’s privacy. It needed 
fixing, badly.

Yes, I am referring to the email that you and 
everyone else should have received this month 
simply asking you to confirm your membership 
and to give your communication preferences. The 
database, I am afraid, was that bad!

There are many reasons why it is important to 
respond to the email (or letter if we have not 
got your correct email address). First and most 
important it establishes firmly that you are a 
member and therefore can receive emails as a 
member and log on to the website, for example to go 
to the new group forums (take a look at them). More 
and more material, starting from this newsletter in 2 
months’ time will only be available by email sent to 
you specifically as a member or by logging into the 
website so accurate record of your membership will 
become vital.

Second, by confirming your communication 
preferences you will ensure you get the messages 
you want to get and you will be able to see us acting 
as an honest organisation.

Third you will see, if you want to, our privacy policy, 
website terms and conditions and the new rules we 
have drawn up building on the mission statement we 
developed last summer. Having seen how so many 
groups work I was particularly keen to put down the 

good things that SIGnet groups stand for without 
being over prescriptive or patronising so all new 
members in the future can see how we work when 
they join. I will let you judge how successful the 
effort to do that has been. The role of Convenor, 
though, still lies at the heart of SIGnet as it always 
has done.

So please do respond to the email or click here to 
confirm your membership.
 
Some news of a new addition to the services 
available in SIGnet. As SIGnet members you 
automatically have access to ShareSoc as an 
Associate member and as such you will be 
receiving notifications of the webinars led by 
ShareSoc where companies give presentations 
to investors. These can be very worthwhile, but 
we have always held that by their very nature 
these presentations are one sided, which is not 
ideal. So, we have initiated SIGnet ‘After Meetings’ 
chaired by SIGnet convenors or chairmen for 
many of these webinars. In these meetings 
investors can discuss the presentations they have 
just seen and use their combined experience and 
knowledge to go further into appreciating the 
potential of the company to them as investors. 
These After Meetings are offered to SIGnet and 
ShareSoc members only. So if you see a webinar 
advertised that interest you and if there is an After 
Meeting, sign an up and get more out of the event 
than you could otherwise get, using the SIGnet 
approach

Happy Investing (if not carefree)

Ray Williams 
SIGnet Chairman

https://www.sharesoc.org/membership/signet-membership-confirmation/
https://www.sharesoc.org/membership/signet-membership-confirmation/
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Liverpool SIGnet Group Meeting

On Saturday 6th June, the Liverpool SIGnet Group 
pulled together a wonderful meeting where we were 
joined by SIGnet member and author Mark Simpson. 
Mark presented his book ‘Excellent Investing - How 
to Build a Winning Portfolio’. The reason we invited 
him was because the book had become a bit of a 
favourite within the group. To such an extent that 
one of our members had restructured his investment 
criteria specifically to incorporate the concepts the 
book presents.

Normally, the meeting would have been held in 
Liverpool City Centre in person. However, due to 
the Covid19 situation, the group has moved online, 
choosing to use Cisco Webex as the technology. 
We were unsure if the meetings would work the 
same online as they do in person. Based on the fact 
that we had no choice, we tried it out and found 
that it really did work very well. We also found that 
the geographic constraints were lifted so we had 
visiting members from Manchester and Leeds. Key 
to this meeting was that we could also invite a guest 
with much greater ease. Mark was our guest and a 
pleasure to have join us.

The meeting began with introductions around the 
room, fifteen of us in total. From there, Mark was 
given control of the screen share and began to guide 
us through his book with a power point presentation. 

Most of us had already read the book and whilst 
familiar with the content, to have the actual author 
present explanation and direction was wonderful.

Once Mark completed his presentation, Steve Lowe 
then took control of the screen share and using 
power point he highlighted aspects of the book 
and demonstrated how he had integrated it into his 
investing thesis. Steve has a very studious investing 
approach which is rewarded in his returns. Both 
Mark and Steve adhere to an investing process, 
using research, study, documentation and their own 
rules of conduct to ensure they conduct themselves 
correctly.

We then returned the screen to the group. Questions 
were asked and answers were explored. I found the 
combination of the two investors who had worked 
together ahead of the meeting through the power 
of the book then come together to discuss with us 
quite wonderful.

We give our thanks to Mark and are keen to invite 
him back as everyone enjoyed and benefitted from 
the session. 
https://amzn.to/2BfJbxJ

Danny Wallace - SIGnet Liverpool 
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Company Profile - Rightmove (RMV)    Colin Farrier

Income and Expenditure: Looking at the income and 
expenditure table for Rightmove the top line is sales 
(turnover) pictured in the red chart. The profile is a 
steady growth over 15 years. Most companies must 
spend money directly in the production of widgets 
(cost of sales), but this company is a platform 
company (website run on a computer) and does not 
do this directly as the product is a service (advertising 
houses) and it is covered separately in the wages bill.

Other costs are put into the catch all ‘Administrative 
Expenses’ and the difference between turnover and 
both cost of sales and administrative expenses is 
Operating Profit. 
This operating profit is a measure of the efficiency 
of the company normally expressed as a ratio to 
turnover – the operating margin. The smaller the costs 
and expenses the greater operating margin and cash 
generated.

Chart 1
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Company Profile - Rightmove (RMV)    ...continued

The operating margin has been high and steady for 10 
years (see the second chart from Sharepad).

Chart 2

Earnings can be defined in many ways, but I have taken 
operating profit before interest and tax payments (EBIT). 
The blue chart on the income and expenditure table is 
showing steady growth over 15 years (chart 1).

Balance Sheet: (chart 3) The earnings can be related to 
balance sheet book value in a way to show the return on 
equity (book value) known as ROE. This return on book 
value (share-holders funds or net asset value NAV -  the 
blue chart in the balance sheet table) is the short-term 
earnings generated by the company’s assets and may 
be considered to be the earning power of these assets – 

another measure of the efficiency of the company. 

The ratio is enhanced by either larger earnings or as in 
this case smaller book value. In some companies it is 
more consistent to use the return on capital employed 
ROCE where the capital employed is the book value 
plus borrowings. 

The first chart from Sharepad for ROCE (and operating 
margin) shows levels above 100% for 15 years. The 
earnings used for ROE and ROCE are taxed in a 
different way and I shall not deal with that here. 

Chart 3
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Company Profile - Rightmove (RMV)    ...continued

Sharepad Filters: (chart 4) Using the two key ratios 
operating margin and return on capital employed 
ROCE I have set up a filter in Sharepad with limits 
for both at 50% and run the entire London Stock 
Exchange list of companies. This filter provides 

a list of six companies with both ratios above 50%. 
These are efficient companies that generate large 
amounts of cash relative to their size however, due to 
the very narrow filter by two ratios other factors have 
been ignored. 

Chart 4

In order to address some of the other factors I 
have set up an extended filter in Sharepad with 
additional filter items (chart 5). Free cash flow is 
the cash left over when all normal expenditures 
have been removed and for Rightmove FCF is 
62% of turnover. This cash can be used within the 
company or to benefit shareholders. The company 
has a tradition of share buybacks that reduce the 
number of shares and enhances both the value of 
dividends and relative shareholding in the hands of 

the investor. Further, the record of dividend payments 
has grown steadily over 15 years (green chart in the 
income and expenditure table and the second chart 
from Sharepad showing dividends, share buy backs 
and FCF). The dividend is at 22% of the turnover or 
relative to price 0.9% yield. This could be construed 
in isolation as being a low yield but relative to FCF 
of 62% the pay-out is enough in a period of growth. 
Borrowing relative to turnover is 4.8% and small 
relative to FCF and dividend.
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Company Profile - Rightmove (RMV)    ...continued

Annual Report: I have included pages from Rightmove’s 
annual report and the presentation at an AGM. The first 
extract shows the dominance of the company in the 

marketplace. Purple Bricks is a pure estate agent, not 
a direct competitor and would be a potential client of 
Rightmove (chart 6).

Chart 5

Chart 6

The second extract (chart 7) shows non-financial 
key metrics used to demonstrate the operational 
performance. One takeaway from this is that for -3% 
advertiser numbers the average revenue per advertiser 

(ARPA) increased by 8%.Rightmove has both added to 
the product say 4% (here I think it is the rental market) 
and increased the price for the like for like advertising 
product by my estimate 4%.
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Company Profile - Rightmove (RMV)    ...continued

The second extract (chart 7) shows non-financial 
key metrics used to demonstrate the operational 
performance. One takeaway from this is that for 
-3% advertiser numbers the average revenue per 

advertiser (ARPA) increased by 8%.Rightmove has both 
added to the product say 4% (here I think it is the rental 
market) and increased the price for the like for like 
advertising product by my estimate 4%.

Chart 7
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Company Profile - Rightmove (RMV)    ...continued

Valuation and Growth: (charts 8 & 9) So far, I have 
considered the economic strength of the company 
normally related to a buy and hold analysis, but it is 
necessary to relate this to the share-price using some 
value metrics. The common P/E ratio is not recognised 
as an accurate measure of value and at 29.7 relative to 
the threshold of 20 as being high. 

The earnings power ratio of earnings - EBIT divided by 
Cost of Capital (using cost of capital 7% the Sharepad 
number) is £2.81 per share relative to the share price 

£5.65. This leaves 55% of the price as future growth 
beyond the £2.81 of value of present economic 
measures. 

By these indicators the current share price would 
require substantial growth for the economic 
measures to catch up with the price. Despite 
these share price ratios having high numbers; 
the Sharepad share price chart below shows the 
remarkably steady growth (apart from the 2020 
correction) over more than 10 years of a 32 bagger.

Chart 8

Chart 9

I bought my holding as part of the portfolio revamp 
in 2018 at similar numbers to the current set of data. 
The Sharepad current performance (27 March 2020) 
including dividends is +5%.

Cash and Borrowing: I have looked at the cash 
position and borrowing in the light of the recent 
Government actions affecting the market. Rightmove 
has cash £31m at the end of the trading year together 
with net borrowing of £19m (net of borrowing and 
cash) also at the end of the trading year. Housing 

transactions have been temporarily postponed and 
as such I assume that monthly income will have 
been stopped. 
Directors’ Remuneration and shareholding: One 
measure of the engagement of the directors in 
the running of the company is their combined 
shareholding and at 0.3% this should be considered 
as weak. The total remuneration for all directors 
in the year 2018 was £3.05m relative to that 
for Autotrader £3.39m (2019) and Hargreaves 
Lansdown £1.84m (2019).
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Virtual Mello Money Observer

SIGnet are being offered half price tickets to 
Virtual Mello on Friday & Saturday 10th and 11th 
July. Below is a link to the Mellow offer, this will 
take you to the required login then you will need 
the Topic thread. 

You may have to click on the link again after 
logging in. https://bit.ly/2VET9jj

At the moment we do not have the meeting 
timetable so please check the Mello website.

They are regrettably to cease publication from the end 
of August. Ray Williams wrote to Money Observer on 
behalf of SIGnet members when he heard that they 
were closing since many had found the quarterly data 
on Investment trusts published by Money Observer 
of great value.  They will now provide their financial 
insights solely via the website and email newsletters 
of Money Observers parent company, interactive 
investor.
Subscribers to Money Observer are being offered a 
special deal with interactive investor.

SIGnet National Challenge 2020 
June Results 

The Oxford group are holding their number one 
position with a big lead. They have sold their star 
performer ITM Power (+282%) to lock in those big 
paper profits. Seems like a prudent move.
They have now redeployed those gains into gold 
miner Ariana Resources.

London Central are in second place at + 6.8% with 
Midlands third at + 5.88%, within easy striking 
distance. 

The Essex/Suffolk group have move up to fourth place 
at minus 3.57% and pushed Cambridge into fifth who 
are at minus 5.53%. 

When you look at how many of each group’s choices 
have achieved positive returns for the six months, it 
is interesting to note that whilst the London Evening 
group and Cambridge group have both selected the 
highest number of positive performing stocks at eight 
each, their lack of a single ‘knockout performer’ is 
holding back their overall performance. 

Summary:

Top 10:

https://bit.ly/2VET9jj
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SIGnet National Challenge 2020 
June Results  

Cambridge:

11-May-20: Sold Watkin Jones (WJG) & invested proceeds into Tristel (TSTL)
18-June-20: Sold iShares World Value Factor ETF (IWFV) & invested proceeds into Altyn (ALTN)

Central London:

22-April-20: Sold Schroder UK Public Private Trust (SUPP) & invested proceeds into Team17 Group (TM17)

Essex & Suffolk:

Kent:

12
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SIGnet National Challenge 2020 
June Results 

Liverpool:

07-May-20: Daejan Holdings delisted (Takeover)

London Evening:

05-May-20: GAN suspended and delisted from AIM 
08-May-20: Sold Midatech Pharma (MTPH) & invested proceeds into Centamin (CEY)
08-May-20: Sold Purplebricks Group (PURP) & invested proceeds into Centamin (CEY)

London Leicester Sq:
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SIGnet National Challenge 2020 
June Results 

Oxford:

Northern Ireland:

Manchester:

Midlands:

20-Jan-20: Bought Spire Healthcare (SPI)

14
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SIGnet National Challenge 2020 
June Results 

Notes:
• All prices are Closing Mid-Quote from Sharescope
• Dividends are recorded on the XD date.
• Changes are marked in Bold (but see below)
• If Last Date & Price are in Bold then entry has been closed / suspended on ‘last date’ shown.

Please remember that articles printed here are written by SIGnet members in good 
faith and cannot be construed as providing financial advice. 

Always do your own research.

mailto:info@sharesoc.org
http://www.sharesoc.org
https://www.sharesoc.org/contact-us/

