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AIM Market 
IT’S TIME TO SHARPEN YOUR HUNTING SKILLS 
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It’s time to sharpen your  
hunting skills – AIM High
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After having spent over 20 years scouring the 

markets for good buying opportunities, I have 

come to the conclusion that it’s not just ‘what 

you know’ that’s important but also ‘what others 

don’t know’. 

Allow me to explain. You see the stock market 

goes up and down depending on whether 

people buy or sell, and that decision is driven by 

two factors: 

1) the information available in the market place 

at that time, and 

2) how that information is interpreted by the 

reader. 

The ‘problem’ is that in some cases the 

information is so sparse that the decisions being 

made are poor and ill-informed. This means that 

people end up buying or selling shares when 

they really shouldn’t be. And if enough people 

make the wrong decision (to either buy or sell) 

then what you end up with is the stock being 

hugely mispriced.

But remember that one man’s problem is 

another man’s opportunity.  (This applies to 

women also).

If investors have misinterpreted key information 

on a company which has led them to buying 

when they really shouldn’t be, then the price 

of that stock will naturally go up in value. This 

means that the company has deviated away 

from its ‘true worth’ and as an investor your job 

is to exploit this pricing differential.

The way that you do this is to sell the stock at the 

higher inflated price (assuming you hold shares 

in the company). If you don’t hold those shares, 

then it may be possible to ‘short’ the stock where 

you borrow the stock to sell and then buy it back 

later at hopefully a lower price.

Similarly, it works the other way around too. A 

company that has been aggressively sold on the 

back of poor information in the market place 

will result in an excellent buying opportunity for 

any investor.

And that’s how the markets work. 

The clever money is made through exploiting 

pricing anomalies and arbitrage. It may sound 

sophisticated but it’s not. You just need to know 

when the majority of investors are wrong and 

then bet against them. The good news (and 

this may surprise you) is that the majority of 

investors are wrong most of the time – so there’s 

always money to be made if you know where to 

look for it.

But to be successful as a trader that’s not enough 

- you also have to make sure that you push the 

odds in your favour even more. 

It’s time to sharpen your  
hunting skills – AIM High

After having spent over 20 years scouring the markets for good buying opportunities, I have 
come to the conclusion that it’s not just ‘what you know’ that’s important but also ‘what others 
don’t know’. 
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After all that’s what trading and investing is all 

about. It’s all about playing the probabilities – 

in other words your objective is to minimise the 

downside probability (risk) whilst maximising 

the upside probability (return). Get it right and 

you make money, get it wrong and you lose 

money.

In fact, it’s a very binary bet. 

If it makes it easier, I like to use the analogy 

of the hunter in search of prey. When you are 

looking for those mispricing opportunities you 

are searching for your prey. And like any good 

hunter your efforts should be focussed on 

searching across those hunting grounds where 

there is lots of weak and vulnerable prey.

The prey refers to the mispriced shares that you 

are planning to exploit. The weaker the prey 

the bigger the opportunity there is for you to 

exploit.

However, there is a second and equally 

important point to remember. 

You also need to ensure that your hunting 

ground is not already saturated with other 

hunters, and especially not with hunters more 

experienced than you. Otherwise you are going, 

to be competing against people better than you 

which is never a great idea. 

So, there are two things to consider here. 

The first thing is to establish which part of 

the stock market gives you the most fertile 

hunting ground with the greatest abundance of 

investment opportunities. The second thing is 

to establish which part of the stock market has 

the least number of expert hunters for you to 

compete against i.e. where do the professional 

investors not go.

Now I know what you’re thinking. Surely by 

definition, a professional investor means that 

they would know exactly where the best 

hunting ground is and then camp out there all 

day and night. The answer is surprisingly yes 

and no. Yes, they know where the best hunting 

ground is but no, they won’t be camping their 

day and night. 

Intrigued? I thought you might be. 

You see, there are some hidden places within the 

stock market which are actually restricted to the 

professional investor. As bizarre as it may sound 

it’s one of the few scenarios where the private 

investor has an advantage over the professional 

investor. Yes, crazy but true!

So you see, once you have the answers to these 

two questions (where to hunt and where to 

avoid other hunters) you can begin your work in 

earnest. This means that your effort and time is 

going to be well spent and therefore hopefully 

more lucrative.

Now before you start thinking about the down 

payment on that Ferrari we are not quite there 

yet. Be calm and patient, good things always 

come to those who wait.

It’s not quite the end of the story because 

even if you get these two things right, there is 

that final piece to the jig saw which is having 

the right strategy. After all being a hunter in a 

prime location full of animals and no with other 

hunters in sight is great, but also very pointless 

if all you have is a bow with no arrow.

That’s why you need to be prepared before you 

find your hunting ground.

But don’t worry because next week I’m going 

to show you all 3 components so you and 
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your family will never go hungry again. And 

those poor animals, well – don’t be too worried 

because thankfully there aren’t enough people 

reading this blog to run the risk of those animals 

becoming extinct.

So to recap, I’m going to show you all three 

things:

Which market will give you the 
best fertile hunting ground for 
lots of weak prey. In fact, it’s awash 
with under-valued companies just 
waiting for smart investors like you 
to pick them up.

Which market will keep you far 
from the professional hunters so 
that your odds of winning are that 
much better. (If you have a bow and 
arrow, don’t try to compete with 
somebody who has an AK47 rifle in 
their hands). 

How to replace your bow and 
arrow with a Bazuka so that the 
smug guy with the AK47 drops his 
weapon, leaves the hunting ground 

completely and becomes a vegan. 

And by the way before I receive any (more) 

hate mail, I am actually a big animal lover and 

wouldn’t dream of going hunting. In fact, I’m 

probably more likely to pick up the weak prey 

and give them food and shelter. 😊

In summary the stock market could be likened 

to a hunting ground full of animals and how as 

investors we could be described as hunters in 

search of prey. The better hunters with the best 

tools, strategies and experience will of course 

trump the novice hunters who have limited skill 

and are newer to the game.

However over time the novices will learn from 

their mistakes and hopefully from the ‘experts’ 

around them, and by doing so they will acquire 

better knowledge and ultimately they will 

sharpen their hunting skills. If they can couple 

this new acquired knowledge with better tools 

to go hunting with then that’s a game changer.

And of course, if you think about it this is what 

happens every day in the stock market; with 

a limited or finite number of really profitable 

investment opportunities you will find that the 

professionals will spot them first whilst those 
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not in the know will be left scrambling only after 

the rich pickings have already been taken. In 

other words, you could argue that it’s somewhat 

of an unfair playing field. After all how does a 

hunter with a bow and arrow compete with a 

hunter who owns a sniper rifle?

But hang on one a second. Life doesn’t have to 

be so cruel. 

You see there is something else for you to 

consider and that is the hunting ground itself. 

That’s because there are some areas within 

the stock market which are not as open to the 

investment banks and hedge fund traders as 

others. In fact, you could even argue that it’s 

what you might call ‘restricted access’. That 

means one thing – it means that your bow and 

arrow can comfortably compete with the next 

man’s bow and arrow because there isn’t a rifle 

in sight.

In other words you don’t always need to be a 

sharp shooter and have the best rifle in town 

– sometimes you just need to be really smart. 

And one way to outsmart the others is to go 

hunting where you know there won’t be many 

(professional) hunters around. 

And the name of this lesser known hunting 

ground? – well this may surprise you but it is 

actually the Alternative Investment Market 

(AIM). 

Now I know that the mere mention of these 

dreaded three letters A, I, M will send some 

investors into a cold sweat but that’s only 

because they don’t know how to handle this 

particular market. 

You see, the AIM market is a specialist market. It’s 

not your traditional market. For a start it houses 

the smallest companies in the stock market and 

that means greater risk. The companies on the 

AIM market are also subject to less regulations 

which again increases the risk.

You might be wondering then why on earth 

anybody would want to invest in the AIM 

market? Well, there are many reasons. 

Firstly one man’s risk is another man’s 

opportunity. Particularly if the risk has been 

miscalculated which could mean that the share 

price is likely to trade at a price much further 

away from its true value. In other words the 

variation between the true value of a share and 

its actual price is expected to be much larger. 
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This level of inefficiency just isn’t present in 

FTSE100 companies and to make money you 

need to exploit inefficiencies which is why the 

AIM is so perfect for this.

As a result of this mispricing, the capital growth 

potential of a penny share in the AIM market is 

much larger than an established main market 

share. As the old saying proverb goes, ‘you never 

see elephants gallop’.

In fact, in 2003 I recommended an AIM company 

to my own clients called ‘As Seen On Screen’ 

(ASCOS). It was only 3p at the time and a bit of 

a gamble but I saw an opportunity and took it. 

In fact I even recall going onto CNBC TV talking 

specifically about that company. Anyway fast 

forward about 12 years and ASOS had developed 

into a major online fashion clothing retailer and 

was trading at over £70 a share! Now that’s what 

you call an investment!

Now I’m not suggesting for a moment that this 

is what all AIM shares do – in fact it’s quite the 

opposite, most of them do really badly and 

quite a few will go bust. But that’s okay as long 

as you invest wisely and diversify sensibly.

Another advantage of AIM is that since 2013 you 

can put an AIM stock into an ISA. That means 

that if you do get lucky and have an ASOS in 

your AIM portfolio you won’t be lumbered 

with a huge capital gains tax bill. (I know many 

people still holding ASOS today unable to sell 

because of CGT!)

Some eligible AIM shares also have the added 

benefit of being exempt from any stamp duty.

However, when it comes to tax plays, the thing 

that everybody seems to be getting excited 

about is the ability to completely avoid paying 

Inheritance Tax when purchasing ‘qualifying’ 

AIM shares and then holding them for a period 

of at least 2 years. In fact, it’s so popular now that 

there are companies set up specifically selling 

and managing these types of AIM funds with 

the sole purpose of avoiding Business Property 

Relief (BPR). 

But it’s not just tax benefits. 

The AIM market is also largely insulated by world 

events unlike the main market stocks, which are 

far more susceptible to global macroeconomic 

events such as changes in interest rates, 

global growth, commodity prices, currency 

fluctuations to name but a few. That’s because 

the companies in the AIM market tend to be 

more domestic rather than international and 

so their business is more reliant on the home 

market that they operate out of rather than 

overseas markets.

And then we come onto the fact that unlike the 

blue-chip shares which we know can (and often 

are) shorted by speculators, the AIM shares don’t 

suffer the same fate. Shorting can often create 

mass panic and drive investors out of their 

positions unfairly as they sell. And because with 

most AIM shares it’s very difficult to short this is 

again another massive hurdle cleared with ease.

Can you see now why I get so excited about the 

AIM? No? Okay well keep reading. We will get 

you there soon.

Because it doesn’t end there. You see the AIM 

market is illiquid, often lacks clear market news 

and can move quickly and erratically in price 

by low volume causing a huge mispricing of 

the stock. And whilst you could be forgiven for 

thinking that this would be detrimental to you, 

it’s actually the opposite. 

In fact when there is less information available 
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this means that other investors are more likely 

to make a mistake which gives you the better 

opportunity. So it’s not bad news but the 

exact opposite – but only if you have the right 

knowledge to exploit it.

So let’s get back to the hunting ground and why 

the professionals can’t go hunting as free as 

they might otherwise do. Well, its simply a case 

of regulation and compliance. 

Most pension funds follow a very simple 

principal which is repeated over and over again 

and that is one of investing the majority of the 

funds in low to medium risk shares, bonds and 

funds. That is to say that the speculative AIM 

market doesn’t get too much of a look in. 

Indeed a typical fund that an average investor 

might buy would probably be restricted to hold 

only 5-10% within the AIM market; in some 

cases there may be no AIM holdings at all. That 

means there is a huge fertile hunting ground for 

everybody else to exploit.

The sheer number of companies in the AIM 

market also makes it a fantastic proposition. 

The AIM market for example has well over a 

thousand companies and most of them are 

trading at completely ludicrous pricing to what 

they should be priced at. Now compare that to 

the FTSE100 which has only 100 companies, 

where there is constant information flow and 

every hedge fund trader is watching its every 

minutest move. Hardly the best conditions to go 

looking for a massively undervalued share!

And because the professionals are only allowed 

to invest a very small % of their total fund value 

into the AIM market (excluding of course specific 

AIM funds) it means that you are sitting in the 

long grass of a hunting ground with literally 

thousands of unsuspecting gazelles. And not 

only that but if you look to either side of you, 

you will notice that there isn’t a professional 

hunter in sight.

In fact you are more likely to see a spotty, 

teenager kid trying his luck with a catapult and 

stone. Now suddenly your bow and arrow is 

looking more and more like a rifle. 

Now remember that doesn’t mean that you 

shouldn’t take the AIM market seriously. It’s 

high risk and high return but it’s not for the faint 

hearted. But if you do your homework, get the 

right tools, learn and develop your knowledge 

and then sit yourself right in the middle of the 

best hunting ground that the UK can offer, then 

you seriously will give yourself an opportunity 

that you didn’t even know before existed.

If you really want to know about the AIM market 

my best advice to you would be to talk to a 

professional. Speak to somebody who knows 

the market. It’s full of opportunity but only if you 

know what you are looking for.

Until next time, happy hunting!

Risk disclaimer - As a hunter even with the sharpest of skills and the most accurate of rifles, there is no 

guarantee that you will catch any prey at all. It is also possible that you could be stampeded to financial death 

by a herd of wildebeest.

Note: No animals were harmed were in the production of this article.
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London Stone Securities Limited is registered in England and Wales, No: 6464964.  

Authorised and regulated by the Financial Conduct Authority, No: 479827

Investments can go up in value as well as down, so you could get less than you invested. 

This information does not constitute personal advice and you should speak to your financial 

advisor before committing to any pension product. Information in this document is for 

reference use only and its accuracy cannot be guaranteed and is subject to change.
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