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FTSE 100 5,500

VIX 33

FTSE 100 5,406

Resistance 6,000

Support 5,000

VIX 44.7%

S&P 500 2,488

Gold $1,644

GBP/EUR 1.1379

GBP/USD 1.2293

Introduction:
The losses from this pandemic have been sudden, shocking and real with a global recession now an almost 
certainty. The depth and length of that recession is contingent on multiple factors, including the fiscal policy 
response from governments and the monetary response from central banks; the success of stay-at-home 
initiatives in flattening the curve; medical advances in treatments and vaccines; and the potential seasonality 
of the virus. It is worth remembering that the economy was strong heading into the pandemic. Interest 
rates were low and the banks, which provide necessary liquidity, had passed stress tests predicated on 
worse scenarios. People have shown time and again that they do recover from even unthinkable crises. That 
innate trait will be tested severely this time, but we will come through.
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Market Outlook:
Over the long term (since 1962), the FTSE All-Share has returned 7.2% per annum and that does not include 
the average 3.8% dividend yield earned on top. Therefore, ‘strategically’, it pays to be in the market. Also, considering 
inflation averaged 6.2% over the same period, it is vital that an investor invests in equities in order to preserve the 
purchasing power of their money. However, markets can be subject to swings in the interim and investors should be 
mindful of these with a view to protecting their capital and thus maintain a ‘tactical’ view. 

Our allocation to the stock market remains at overweight. Stocks remain on a wild ride that is 
mostly going down. Indeed, the market has witnessed its worst decline since 1987. Substantial involuntary 
selling appears to be underway, with traders being forced to sell anything to meet margin calls.

Yet something is happening: exceedingly bullish insider sentiment in the midst of broader market pain. 
Insider-sentiment data from Vickers Stock Research is reflecting the very rare condition when corporate 
directors are actually buying more often than they are selling. The last time we saw that happen on a 
regular basis was in early 2009, just as stocks hit bottom during the Great Recession. Of course, before we 
declare that all is well, we acknowledge that most insiders are not doctors and their current enthusiasm in 
no way reflects a pending end to the coronavirus. But assuming this health crisis follows the same path to 
resolution as those that came before it, insiders seem to see current value in stocks.

Meanwhile, the VIX (volatility index) peaked at 82.7% on 16th March, a level not seen since 1987, which is 
about 5-times the past year’s average and is indicative of a flush out. We see it as a positive that the VIX 
has fallen almost in half to 44.7% since then.

A wave of social & travel restrictions are expected to extract a heavy toll on economic activity in the first 
half of 2020. But the short-term reduction in social interaction should turn out to be good medicine to
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Recommended Investment:
ISAs
Picking the right investments is paramount but if you don’t hold them tax efficiently they won’t deliver as 
much. One of the most efficient tax wrappers is pensions, however these do not allow you to access your 
money until at least age 55.

A far more flexible tax wrapper, available to UK residents, is the individual savings account (ISA), as you can 
access investments held within this at whatever age you like. Investments held within an ISA do not incur 
capital gains tax (CGT) when sold, and no further tax is payable on any income or interest they yield. This 
means investments within an ISA can grow more than if held outside. At present the yearly amount you can 
put into an ISA is far less than what you can put into pensions. And you do not get tax relief on investments 
you put into an ISA - unlike with a pension.

But there is no tax to pay as you take out your money which makes ISAs great for drawing an income in 
retirement, and there is no restriction on when or how much money can be withdrawn. It is not a pension 
product but can be a useful complement to a pension for retirement income, particularly when it is 
desirable to draw down capital at a faster rate than may be prudent in a pension. It is also a great place to 
build up a sum to pay for a house deposit, wedding costs, education fees or all sorts of other savings goals.

Cash and a broad range of investments can be held in the two main types of ISAs:

Market Outlook (cont):
stem the spread of the virus. Stocks are already discounting an increasingly large potential impact on 
corporate profits over the next few quarters. The stock market has already taken most of the pain. Indeed, 
markets have a habit of shooting quickly toward a worst-case scenario and then recovering when the initial 
concerns end up being over-estimated. Such may be the case with the coronavirus. On the support side, 
monetary and fiscal stimulus measures are now kicking in. Governments across the wold are reducing 
interest rates, enacting limitless “whatever it takes” quantitative easing programmes, and providing emergency 
funding to banks. Tax relief, rent & mortgage “holidays” and government support for hard-hit industries have 
also been deployed.

The market is currently trading neither on fundamentals nor on technicals, but on the pace of the pandemic. 
In what has become a global war, mankind needs to win a battle, and a slowing in case growth would 
represent just such a victory. On a positive note, the economy was off to a strong start in the first two 
months of the year. While seemingly belonging to a distant time, economic strength going into the pandemic 
period should serve to lessen current shocks. Also, while consumer and business sentiment are plainly 
falling, the shift to social distancing and pandemic-related business shutdowns has been orderly. Never 
before have workplaces been better tailored to accommodate remote workers. At some point, stocks will 
again appear attractive to a critical mass of investors. 

Although past deep selloffs have been good times to buy into the stock market, it should be noted that the 
last two major selloffs saw a double-bottoming process. In 2002-2003, the market put in a low in October 
2002 and a confirming lower low in March 2003. In 2008-2009, the market made a low in November 2008 
and made its lower low in March 2009. It is impossible to consistently call the bottom of a market but 
should this pattern repeat itself, we would be even more bullish.
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Recommended Investment (cont):
Cash ISA (typically offered by banks)
A cash deposit that is similar to any other ordinary savings account, apart from the tax-free status.

Stocks and Shares ISA (typically offered by stockbrokers)
The money is invested in ‘qualifying investments’, which include:

1) Cash
2) UCITS authorised funds like unit trusts and ETFs as well as investment trusts
3) Shares listed on one of the many recognised stock exchanges, including AIM
4) Fixed interest securities such as treasuries, corporate bonds, debentures and Eurobonds
5) Depository interests such as CDIs or ADRs, provided there is an underlying listing on a recognised 
stock exchange

Subscription Limits
The ISA Allowance for the 2020/2021 tax year (6th April to 5th April) is £20,000. Confirmation of the 
current subscription limit can be found on the HM Revenue & Custom’s website https://www.gov.uk/
individual-savings-accounts.

Bed & ISA
Investors keen to shelter capital gains from tax can do so by selling investments and reinvesting the gains 
in tax wrappers in advance of the tax year end. The old so-called ‘Bed & Breakfast’ loophole, whereby 
individuals could sell investments at the end of one tax year and immediately re-buy them at the start of 
the next in order to reduce CGT or avoid paying it altogether, was closed in 1998. Now you can no longer 
reduce CGT by selling and buying the same holding within 30 days. However, a ‘Bed & Isa’ strategy allows 
investors to sell investments in their usual equity account and then immediately re-buy them in their 
ISA (note that caution is needed as you need to ensure you avoid paying CGT). Because the transaction 
is carried out within a tax wrapper, the ‘Bed & Breakfast’ 30-day rule does not apply, and it also means 
investors can fund their ISAs without the need to find new cash. GAM can do this via an ‘agency cross’ 
whereby we sell and buy back simultaneously at a very small cost with a market maker (they charge £30, 
which is built into the spread) on the stock exchange.

Recommendations
UK investors have an annual CGT allowance of £12,300 (which rises annually more or less in line with 
inflation). Higher-rate taxpayers are charged 20% on any gains above this. For income, the taxes are even 
more punitive. The level of dividends individuals can receive tax-free is just £2,000. Above that level, higher 
rate taxpayer’s dividends are taxed at 32.5%. Therefore, it is important for investors to take advantage of 
their ISA allowance and particularly buy income-producing investments, even if their portfolio isn’t yielding 
£2,000 right now. Some of our favourite income-producing investments include:

Equities
Dunedin Income Growth  Exposure to UK blue-chips. 5.5% yield
North American Income  Exposure to US stocks. 4.2% yield
JPMorgan Gbl Gth & Income  Exposure to global stock markets. 4.8% yield
Temple Bar    Exposure to recovery stocks. 7% yield
General Accident 8 7/8% Prefs Cumulative preference shares yielding 7.4%

https://www.gov.uk/individual-savings-accounts
https://www.gov.uk/individual-savings-accounts
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Recommended Investment (cont):
Alternatives
GCP Student Living   Exposure to student property. 4.8% yield
Tritax Big Box    Exposure to logistics real estate. 6.1% yield

Fixed Interest
City Merchants High Yield   Conventional fixed-income investment trust yielding 6.6%
CVC Credit Partners Eur Opps Senior secured debt. 7.4% yield
Twentyfour Income Fund  Asset Backed Securities. 7.5% yield

How to Apply
Contact GAM on +350 200 75181 to receive your ISA application form.
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Tweet of the Month:
“It has been hard to avoid the pain of the coronavirus sell-off over the last month and perhaps easy to forget that 
investing comes with ups as well as downs. But the markets will rise again”

Such severe levels of volatility as we have seen can be difficult for investors to handle. Seeing your port-
folio holdings deep in the red and news reports about the “trillions wiped from stock markets” can prove 
unnerving. Even for investors familiar with the long-term nature of investing, reassuring words about how 
market corrections like this are part of the normal investing cycle probably do little to ease that feeling of 
discomfort.

Unfortunately, such discomfort can lead investors to make rash decisions such as selling out of a falling 
market and buying back in later at a higher price. These mistakes can prove costly for your portfolio, mean-
ing that remaining calm is paramount. And it is even more important to have a plan for when markets ap-
pear to be in freefall - whatever your ultimate investment goals.

Before reacting to a market crash you should view the recent events in a longer-term context. Although a 
sell-off may expose vulnerabilities in specific areas of your portfolio at the time, markets tend to recover 
and drift higher over longer periods of time. Certain sectors may have to rebuild consumer trust in the 
wake of the virus but good companies do not turn into bad companies overnight.

Indeed, if you have a long-term investment horizon, heavy selling in markets could in fact be a good time to 
buy. If you’re comfortable with volatility and have surplus cash to invest, topping up your portfolio during 
large dips in the market is likely to make you money over the longer term. But you must accept that you 
cannot predict the bottom, and acknowledge that even if the market falls further after making an invest-
ment, you still bought at lower than pre-dip prices.

Better still, if you are not already invested, you are in a better position than everyone. There could well be 
further corrections and it is likely to be a bumpy ride, but you now have an opportunity to buy what you 
would normally buy but at much lower prices.
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Economics:
Britain’s economy is in free fall with output from the dominant services sector dropping even faster than 
during the financial crisis. The IHS Markit index of activity in the services sector, which accounts for almost 
four-fifths of GDP, slumped from a reading of 53.2 in February to 34.5 in March. A reading higher than 
50 indicates growth and below 50 contraction. It was the lowest figure and the fastest decline in activity 
since the monthly survey began in July 1996 and an even bigger fall than pencilled in by City forecasters. 
It is increasingly difficult to find words to describe the devastation as every region in the world fights to 
save human life as the first priority. The likelihood of a global recession is now a given, though its duration 
and severity has yet to reveal itself. One small silver lining is that job losses were not as severe as the fall 
in output, probably because of the Government’s furlough scheme that allows employers to suspend staff 
rather than make them redundant.

The coronavirus pandemic is hitting European economies sharply, with the latest economic data showing 
massive falls in services activity across the region. The data indicate that the eurozone economy is already 
contracting at an annualised rate approaching 10%, with worse inevitably to come in the near future. For 
the first time in history, the EU suspended its fiscal rules on public deficits and the European Central Bank 
launched a EUR750 billion stimulus package to combat the economic damage.

Like the sinking Titanic, every major bellwether on the US economy is plunging to uncharted depths. 
Morgan Stanley forecasts the economy will shrink 5.5% in 2020, the steepest drop since 1946, with a huge 
38% contraction predicted for the second quarter. They also forecast unemployment will peak at a record 
15.7% in the second quarter with cumulative job losses of 21 million. Unlike the Great Depression, however, 
the US is highly unlikely to suffer another 10-year slump. Washington has stepped in with a gargantuan $2.2 
trillion financial-rescue package and more relief is in the works. Many companies are going to be subsidised 
to keep employees on their payrolls even if they are not working.

Quote of the Month:
“Everything will be okay in the end. If it’s not okay, it’s not the end” - John Lennon

The large falls seen in the markets are understandably unsettling for investors. However, stock market 
volatility does tend to be short lived. Most experts agree that investors are better off sitting tight through 
these unnerving periods. Sharp falls in stock markets tend to be concentrated in short periods of time. 
Similarly, the biggest gains are often clustered together. Accordingly, an investor who sells and then tries to 
buy back lower is employing a dangerous strategy. Remaining fully invested in the FTSE All Share over the 
last 15 years returned 7.6% per annum but missing out on the best 10 days reduced the return to 3.3% 
and missing out on the best 40 days produced a -3.2% loss. As you can see, timing the market is extremely 
difficult. The best policy is usually to stay fully invested over the long term.



Gibr altar Asse t Management
S T O C K B R O K E R S  &  I N V E S T M E N T  M A N A G E R S

Market Commentary

Seasonality: “History doesn’t repeat itself, but it does rhyme” - Mark Twain

The January Barometer 
Historically, the returns in January have signalled the returns for the rest of the year. If they are positive, 
the returns for the whole year tend to be positive and vice versa. First mentioned by Yale Hirsch in the 
Stock Trader’s Almanac in 1972, a variant has it that returns for the whole year can be predicted by the 
direction of the market in just the first 5 days of the year.  Judging by the first 5 days, 2019 is likely to be a 
positive year for the stock markets.

April 
Since 1970, the FTSE All-Share Index has fallen in April in only nine years. This is quite remarkable, and not 
surprisingly makes April the strongest month of the year for equities. The average return for the index in 
the month since 1970 is 2.6%, again this is the best performance of any month of the year by quite a margin. 
In an average month, the market historically gets off to a good start - the first trading day of April is the 
second strongest first trading day of all months in the year. The market then tends to be fairly flat in the 
middle two weeks before rising strongly in the final week.

Second Quarter 
The FTSE 100 has risen 21 of the 36 years between 1984 and 2019, posting an average gain of 1.2%.

November - April 
Delaying re-entering the market from St. Ledgers Day to Halloween has yielded statistically significant 
outperformance with the FTSE All-Share rising an average 13.4% from Halloween to May Day since 1965. 
There is a 1-in-2,000 chance of this arising by chance in random data. One explanation for this is that as 
the nights draw in during winter, we become anxious and depressed, which means share prices fall and 
expected returns rise. This then leads to a decent winter rise.

Fourth-Year US Presidential Cycle 
The stock market tends to bottom out during the second year of each new presidential term and then 
recover strongly in the final two years. This is due to each Administration ensuring that the economy is 
strong by re-election time. Unfortunately, the excessive stoking of the economic fires creates excesses, 
including over-priced stocks, leading to poor stock market returns in the first two years of the next 
term. Since 1948, the UK market has risen 14 times out of 17 (82%) in US election years, with a rather 
extraordinary average annual return in those years of 33%. Generally, the UK market tends to rise in the 
few weeks leading up to the election.

Chinese New Year - Year of the Rat 
The Chinese calendar revolves around a 12-year cycle where each year is associated with an animal (rat, 
ox, tiger, rabbit, dragon, snake, horse, goat, monkey, rooster, dog and pig). Each New Year starts between 
21st January and 21st February, the exact date being dependent upon a variety of complex factors. The 
best performing animals since 1950 have been the goat and dog. The worst performing animals have been 
the rooster and snake.  The Year of the Rat ranks as the third worst period for stock market returns with an 
average gain of 3.3%. Chinese feng shui masters predict the stock market will be soft this year as the elements of 
earth and water, which are strong in the Year of the Rat, weaken the fire element that influences shares.
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Technical Analysis: 
Following another 1,000-point fall in the FTSE 100, the markets are in a dysfunctional state. With a V-shaped 
recovery predicted by many experienced investment managers, we advise being long of this market. The 
rebound could be just as ferocious. The equity index is heavily oversold, witnessed by it being 1,754 points 
(24%) below its 200-day moving average. We now see support at the psychologically important 5,000 
level, which was recently tested and held. Having said that, the markets are in uncharted territory with 
COVID-19, and past technical trends may send a false signal. Case counts rather than technicals are now 
driving this market.

“The illusion of randomness gradually disappears as the skill in chart reading 
improves” – John Murphy
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Chart Legend:

Technical Analysis Guide:
RSI (relative strength index) - indicates whether a security is overbought (above 70) or oversold (below 
30).  Also when the RSI moves above 50 that is considered bullish (or vice versa).

ADX (average directional index) - indicates whether a security is in a trend (above 20) or not in a trend 
(below 20). For trending markets moving averages work best when considering lines of support/resistance. 
ending markets Bollinger Bands work best (sell at upper band, buy at lower band).

20 day moving average       
50 day moving average
200 day moving average 

(an indicator that measures 2 standard deviations away from the 20 day m/a)

(signifies the long-term direction of the security - whether it is in a bull or bear market)
(signifies the medium-term direction of the security)
(signifies the short-term direction of the security. prices tend to gyrate around their 20 day m/a)
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Investment Calendar:
2nd April ECB Meeting
8th April Full Moon (markets tend to reach a low point around this time)
10th April Good Friday (LSE closed)
13th April Easter Monday  (LSE closed)
23rd April New Moon (markets tend to reach a high point around this time)
24th April Options Expiry Day
28th April FOMC Meeting
30th April ECB Meeting
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