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PROPERTY COMPANIES ON THE AIM STOCKMARKET 
 
INTRODUCTION 
 
The Alternative Investment Market (AIM) is a growth stockmarket in the UK, targeting 
smaller start-up companies, being complementary to the main market of the London Stock 
Exchange. Established in 1995, AIM has developed into the world’s largest growth market, 
with over 40 equivalent “growth” stockmarkets globally in Europe, Asia and the Americas.  
AIM provides a less regulated structure, more suited to smaller companies, whilst providing 
the necessary shareholder protection, compliance and disclosure. The regulatory 
responsibility is provided by NOMADS (Nominated Advisors), covering IPO due diligence and 
ongoing corporate advisor support. These NOMADS include investment banks, corporate 
advisors and accounting firms. 
 
AIM has seen significant growth since 2003, although adversely impacted by the GFC (see 
Figure 1). At September 2010, AIM comprised 1204 companies with a total market 
capitalisation of £65.6 billion. The average market cap for an AIM-listed company was £55 
million. Approximately 19% of companies listed on AIM are non-UK based, seeking an 
international platform and visibility. The largest sectors on AIM are oil and gas (22% by 
market cap), financials (22%), basic materials (including mining) (19%) and industrials (11%). 
The leading companies on AIM are European Goldfields (£1.19 billion), Bankers Petroleum 
(£1.17 billion), African Minerals (£1.08 billion) and Playtech (£1.02 billion). 
 
Figure 1: AIM market capitalisation: 1995-2010 
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SIGNIFICANCE OF PROPERTY COMPANIES ON AIM 
 
Property is one of the largest sub-sectors on AIM. At September 2010, there were 82 
property companies listed on AIM, with a total market cap of £5.6 billion, being 9% of the 
AIM market. This sees property companies on AIM typically being 25% larger than the 
average AIM-listed company. Leading property companies on AIM include Songbird Estates 
(£990 million), London & Stamford Propery (£569 million), Dolphin Capital Investors (£302 
million), Vinaland (£258 million), Pacific Alliance China Land (£222 million), Max Property 
(£221 million) and Mirland Development (£186 million). These property companies are 
included in the top 50 companies on AIM. 
 
The property companies on AIM provide property investment opportunities for portfolios 
across the traditional European markets, as well as the global emerging markets. This 
includes Central/Eastern Europe (including Ukraine, Bulgaria, Romania and Russia) and Asia 
(including India, China, Taiwan and Vietnam). The property sectors covered by these 
property companies include the traditional property sectors of office, retail, 
industrial/logistics, hotels and residential, as well as tourism/resorts, healthcare, ski resorts, 
self storage, entertainment and windfarms. 
 
While the property companies sector on AIM grew significantly from only £1.4 billion in 
2004 to £12.9 billion in 2007, the GFC clearly impacted the property companies on AIM (see 
Figure 2). This saw the sector’s market cap drop to £3.4 billion in 2008; a decline of 74%. 
This decline was larger than the 61% decline for the overall AIM market. The subsequent 
recovery in 2009-2010 has seen the sector’s market cap increase by 65%, although this was 
less than the 73% increase for the overall AIM market. 
 
The contribution by the property companies sector on AIM has seen a loss in its relative 
contribution. This has seen its relative contribution to the total AIM market cap decrease 
from over 13% prior to the GFC to only 9% in 2010. Similarly, prior to the GFC, property 
companies made up 20% of those in the top 50 AIM companies; this has dropped to only 6% 
of top 50 AIM companies in 2010. 
 
The GFC has also impacted on capital raisings by property companies on AIM. Prior to the 
GFC, the property companies sector was one of the most actively supported sectors for 
capital raisings. For example, 2007 saw £3.7 billion in capital raised, being the most active 
AIM sector and accounting for 23% of all capital raisings on AIM. This reduced to only £7 
million in 2008, accounting for only 0.2% of AIM capital raisings. Successful capital raisings 
were evident in 2009, with £1.4 billion raised and accounting for 25% of all AIM capital 
raisings. These 2009 capital raisings were heavily influenced by the $1.2 billion in debt 
financing provided to Songbird Estates via China Investment Corporation, the sovereign 
wealth fund in China. To September 2010, £313 million in capital raisings has been achieved 
in 2010 by the property companies on AIM, accounting for 9% of the total capital raisings on 
AIM. 
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Figure 2: AIM property companies market capitalisation: 1995-2010 

 

 
 
 
PERFORMANCE ANALYSIS OF PROPERTY COMPANIES ON AIM 
 
Table 1 details the risk-adjusted performance analysis of the AIM property companies sector 
over August 2005 – February 2010. AIM property companies gave an average annual return 
of -19.95% p.a. This compares with -9.48% for the overall AIM market, as well as being 
significantly below the equivalent sectors on the London stock exchange. The AIM property 
companies risk level (32.36%) was also higher than the risk level for the overall AIM market 
(25.61%), as well as being higher than for the equivalent London stock exchange sectors. 
This resulted in poor risk-adjusted performance by AIM property companies. 
 
Table 1: AIM risk-adjusted performance analysis: Aug 2005 – Feb 2010  

Asset Average 
annual 
return 

Annual 
risk 

Sharpe 
ratio 

AIM property companies 
 

-19.95% 32.36% -0.73 (5) 

AIM All Share 
 

-9.48% 25.61% -0.51 (3) 

FTSE property companies 
 

-12.23% 28.47% -0.56 (4) 

FTSE All Share 
 

0.75% 15.92% -0.18 (1) 

Bonds -0.20% 5.47% -0.71 (2) 
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Table 2 shows the AIM inter-asset correlation matrix over August 2005 – February 2010. The 
AIM property companies were seen to be highly correlated with the overall AIM market 
(r=0.86) over this period, reflecting only a small degree of portfolio diversification benefit. 
However, property companies on AIM and on the LSX main board provided more 
diversification benefit (r=0.61) than for the overall AIM market and the LSX main board 
(r=0.76). Hence, more diversification benefits were achieved via property exposure across 
these two markets than for overall market exposure across these two markets. 
 
Table 2: AIM correlation analysis: Aug 2005 – Feb 2010  

 AIM property 
companies 

AIM All Share FTSE 
property 
companies 

FTSE All 
Share 

Bonds 

AIM property 
companies 
 

1.00     

AIM All Share 
 

0.86* 1.00    

FTSE 
property 
companies 
 

0.61* 0.45* 1.00   

FTSE All 
Share 
 

0.71* 0.76* 0.64* 1.00  

Bonds -0.26 -0.34* -0.04 -0.16 1.00 
*: significant correlation (p<5%) 

Clearly, the GFC has adversely affected the AIM property companies more than the overall 
AIM market and equivalent sectors on the LSX. Moving forward, challenges and 
opportunities exist for the property companies sector on AIM. Risk factors continue to be 
the GFC work-out, competition from other growth markets and recovering levels of 
institutional investor support. Importantly, the recovery of the emerging markets in Europe 
and Asia will be a key ingredient in the future prospects for the property company sector on 
AIM. Property companies on AIM will continue to play an important role; both as a leading 
sector on AIM and providing investors with the opportunity for quality property exposure in 
these important emerging markets. 
 
Graeme Newell, Andrew Baum 
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