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‘Global stock markets stage 
remarkable rebound’
Stocks have staged a remarkable rebound over the past several 
weeks, despite dismal unemployment readings and declining profit 
expectations. Investor optimism appears to come in several forms: 
that job losses will be temporary and return quickly once lockdown 
restrictions are eased; that a relatively quick breakthrough on the 
health care front will occur to combat the virus through treatments or 
vaccines; and that monetary and fiscal stimulus will keep consumers 
and businesses afloat until the economy recovers. Another few things 
could be fuelling recent market psychology - a “worst-is-over” 
mentality that is bringing in substantial money from the sidelines; 
a “no-place-to-go-but-stocks” approach given record-low 10-year 
yields; and a “fear-of-missing-out” thinking that has investors 
worried about lagging performance. 

by Mark Maloney, Managing 
Director, Gibraltar Asset 
Management Limited

Market Outlook

O
ur allocation to the 
stock market remains 
at equalweight. The 
key stock market 

debate continues. Is this the 
dawn of  a new bull market or 
a bear market rally? We have 
been hearing that the March 
bottom was the bear-market 
low and that we are now at 
the beginning of  a new bull 
market.

We believe, however, that 
stock prices have raced ahead 
of  economic reality. Recent 
economic data has been 
as bad as expected. In five 
consecutive readings, weekly 
initial unemployment claims 
in the US totalled more than 
26 million, representing more 
than all the jobs created 
since the Great Recession. In 
multiple punches, investors 
have been hit with terrible 
data on industrial production, 

durable goods orders, 
housing and vehicle sales. 
First a trickle and then a 
flood of  companies withdrew 
financial guidance for 2020, 
citing an unprecedented 
lack of  visibility. Hundreds 
of  companies halted share 
buyback programmes, and 
dozens slashed or cancelled 
dividends.
Yet, stock markets have been 
strong. Those who believe 
the market bounce-back is 
justified have been pointing 
to three main drivers: fiscal 
stimulus, monetary stimulus, 
and medical breakthroughs. 
Central banks are taking 
a “whatever it takes” 
attitude, deploying open-
ended quantitative easing 
programmes across multiple 
asset classes whilst reducing 
interest rates to practically 
zero. Medical breakthroughs 
include positive phase II trial 
results for the antiviral drug 
Remdesivir and promising 
vaccine candidates from 
various companies. The 
phased reopening of  the 

economy has also cheered 
investors.
June will be another vital 
month on the road back to 
normality. There is now 
widespread recognition that 
the recovery will take at least 
18 months. Armed with the 
knowledge that we are not 
quickly going back to “the 
way we were”, businesses can 
begin pragmatic planning 
for recovery. And consumers 
can budget for leaner times 
ahead. As for the stock 
market, it should be noted 
that important market drivers, 
such as share buybacks and 
dividend growth, will be 
largely absent in 2020. As such, 
the FTSE could remain in its 
static trading range across the 
typically lackluster summer 
months while awaiting fresh 
data on economic recovery.
Recommended Investment
Polar Capital Technology 
Trust
The spread of  COVID-19 has 
had a devastating effect on 
certain industries such as 
travel, but one sector that has 

experienced increased demand 
is technology. Businesses 
are having to introduce 
technological solutions as vast 
numbers of  employees work 
from home and lockdowns 
are resulting in more demand 
for home entertainment. 
This adjustment (in how 
we work, play, connect and 
communicate) is likely 
to endure long after the 
pandemic recedes.
A good way to tap into the 
tech sector is Polar Capital 
Technology Trust (PCT). 
Launched in 1996, PCT
is an investment trust listed 
on the London Stock Exchange 
that aims to maximise long-
term capital
growth by investing in a 
diversified portfolio of  global 
technology companies. Its 
investment team is led by 
experienced technology 
investor Ben Rogoff, who has 
run the trust since 2006.
The trust provides investors 
with diversified exposure to 
over 100 holdings that include 
tech giants
Microsoft, Apple & Facebook. 
Other notable investments 
include Advanced Micro 
Devices and Intel which 
should benefit from increased 
cloud server demand and 
home PC refresh cycles. ‘Stay-
at-home’ beneficiaries include 
Netflix, Spotify, Amazon, 
and Alibaba. The majority 
of  the fund is invested in 
large-cap stocks (72%) with 
the remainder invested in 
mid-caps ($1bn to $10bn). By 
far the biggest geographical 
allocation is North America 
(+70%), followed by Asia 
Pacific (+10%), Japan (5%) 
and Europe (5%). Although its 
holdings are predominantly 

listed in North America, they 
are global companies that 
source their revenues from a 
wide geographical area.
The eight core investment 
themes in the portfolio 
are: eCommerce/Digital 
Payments, Digital Marketing/ 
Advertising, Cyber/Physical 
Security, Cloud Infrastructure/
Artificial Intelligence, 
Software, Digital Content/ 
Games Software, Robotics/
Automation & Rising 
Semiconductor Complexity.
Over the last ten years the 
fund has delivered a NAV total 
return of  577%, considerably 
outperforming the 433% 
return of  the benchmark. The 
TER is a reasonable 0.95%.
If  you want exposure to 
assets that could do well in 
the current environment 
and beyond and can tolerate 
volatility, a small allocation 
to Polar Capital Technology 
Trust could add some very 
strong growth to your 
portfolio over the long term. 
Buy.

Please be aware that the value 
of  your investments may 
fall as well as rise and your 
capital is at risk. Income from 
the investment may fl uctuate 
in value in money terms. 
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Behind the Lens... Every week we feature photographs topping the 
competitions at the Gibraltar Photographic Society 
sessions where members are awarded points for 
their images.

This was a Monochrome Prints Competition on the theme: FACELESS PORTRAITS
The judge on this occasion was Leo Hayes

Roy McGrail - Praying - 27 pointsSimon Ede - Depths of Despair - 24 points


