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FTSE 100 5,500

VIX 33

FTSE 100 6,531

Resistance 6,600

Support 6,015

VIX 24%

S&P 500 3,647

Gold $1,845

GBP/EUR 1.0963

GBP/USD 1.3310

Introduction:
Even with a stout selloff on the final trading day, November will go into the books as one of the best stock 
months in decades. Good Novembers often set the stage for good Decembers, and there is reason to 
believe stocks can carry a bit more strength into their final stretch in 2020. In years in which the market is 
positive through 11 months, as it is in 2020, the last of the bearish money managers are forced to capitulate 
or risk the wrath of their clients. Scrambling for return, these bears-turned-bulls will tend to window-dress 
clients’ portfolios with the stocks that have worked best all year.
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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. The four main drivers for the market 
recovery heading into year-end 2020 remain fiscal stimulus, monetary stimulus,economic recovery, and 
medical advances.

With Joe Biden having been called the winner of the US presidential election, the chances are reasonable 
that a gridlocked government will be a reality for the next two years, with a Democratic President and 
the Republican Senate set to relive the stalemate of the Obama years. The popular Wall Street wisdom is 
that such a result is the best outcome for stocks. In addition, a Republican Senate is likely to block any new 
corporate tax hikes.

Interest rates are expected to remain low for the foreseeable future with central banks prepared to allow 
inflation to run moderately above their target ranges for an extended period. This is good for equities, as 
it increases their present value and hence supports further multiple expansion.

Despite challenges from the pandemic, the economy remains open and is unlikely to return to fully 
shutdown status. In addition, news on vaccines is highly positive. Pfizer’s vaccine has a 95% effectiveness 
rate and the company believes 50 million doses of its two-dose vaccine could be available by the end of 
the year, and over a billion doses in 2021. Moderna has reported that its vaccine is also 95% effective in 
preventing coronavirus infections. Unlike the Pfizer vaccine, which must be maintained at -70 degrees 
Celsius, Moderna’s vaccine can be maintained at normal refrigerated temperatures.  An additional 10 
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Recommended Investment:
Greensleeves 5% 17/12/2030
A new £25m bond issued by care-home provider Greensleeves Homes Trust (“Greensleeves”) has come 
to market and is worth a look at for those seeking income.

Greensleeves provides care to >1,000 residents across 25 homes predominantly in London and East Anglia. 
Unlike many care home groups, Greensleeves is a charity so all funds available are invested back into the 
business to expand and improve services for residents. This has been recognised through above industry 
average performance in ratings awarded by the regulatory body, the Care Quality Commission. The quality 
of care offered in the Charity’s homes has allowed Greensleeves to maintain levels of occupancy higher 
than the industry standard, averaging 93% over the last year. The Charity seeks to operate a sustainable 
business model and balances its resident funding accordingly. Historically, a mix of 75% privately funded and 
25% publicly funded residents has been felt appropriate. Greensleeves is therefore less reliant on public 
sector funding than many other operators. They also do not rely on charitable donations to run their 
homes.

Some investors might baulk at the idea of buying bonds in a care home business, given that the sector has 
been ravaged by the Covid-19 pandemic and Greensleeves has certainly not been immune. Some residents 
passed away from the disease, homes were closed to new residents and occupancy levels fell during the 
spring and early summer. But staff worked night and day to protect residents, while management scoured 
the globe to ensure that all front-line workers had proper PPE kit from the start of the crisis. Occupancy 
levels have since begun to rise, a number of homes now have waiting lists and morale is considerably higher. 

Management intends to use the proceeds from the bond issue to buy and build more homes as well as 
invest in existing sites. Demographic trends are certainly in its favour. The UK will need 110,000 additional 
care home beds over the next decade, a rise of 23% over today’s levels, as the number of people aged 85 
and over soars between now and 2030.

In our view, Greensleeves is a safe credit. The issue is unsecured, but the bond does contain certain financial 
covenants whereby the Charity has agreed that the sum of the group’s unencumbered properties, tangible 
fixed assets and cash is not less than 130% of the total unsecured debt of the group and secured debt can 
never be more than 25% of assets. Therefore, it is reasonable to assume, for quite a few years into the 
future and maybe until maturity, that the bond will have the first charge over the assets. It will be de facto 
if not de jure a secured bond.

Market Outlook (cont):
possible vaccine candidates are in late-stage testing around the world. To meet global requirements for 
inoculation, multiple vaccines will need to be approved and widely distributed in 2021.

In addition, historically, the fourth quarter has been the strongest three-month stretch for stocks and 
December is the FTSE 100’s best performing month since 1984, rising 2% on average, 78% of the time.

Stocks, in other words, have every reason to finish the year with a strong surge. The main concern is that 
this view is widespread, which may suggest an undue amount of complacency. Nevertheless, we would 
remain positively positioned in the stock market into year-end, with a willingness to ride out near-term 
volatility in pursuit of long-term gains.
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Recommended Investment (cont):
The bonds trade on the London Stock Exchange in multiples of just £100 and pays its 5% coupon in two 
semi-annual instalments in arrears on 17th June and 17th December every year up to the maturity date. 
The bond is now trading at the 103% level in the secondary market, producing a GRY of 4.6%. Considering 
the previous 4.25% 2026 issue is trading on a 3.4% GRY, this issue still looks excellent value. Buy.
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Tweet of the Month:
“Stock markets have responded well to Joe Biden’s election victory. There’s a reason for this - the reduction of un-
certainty”

Historically, there has been a high correlation (0.68) between the FTSE All-Share’s dividend yield and the 
index of global policy uncertainty. High policy uncertainty means a higher dividend yield and therefore 
lower share prices. Since Mr Trump’s election in 2016 such uncertainty has been much higher than in the 
past. The election of Mr Biden raises the hope that uncertainty will fall back, thereby boosting prices. You 
don’t need to be an admirer of Mr Biden to believe this. As a conventional mainstream politician, he is more 
amenable and familiar to much of corporate America and Wall Street - a fact which alone should reduce 
uncertainty. 

The impact of reduced uncertainty on equities could be big. The post-1997 relationship suggests that if 
policy uncertainty falls by one standard deviation (which would still leave it well above its long-term aver-
age) then the All-Share index should rise by over 11% - equivalent to over 600 points on the FTSE 100.

Common sense tells us that policy uncertainty should be bad for equities. For one thing, the cliché is true. 
Markets do hate uncertainty, and investors demand a high-risk premium for taking it on. If uncertainty falls, 
therefore, so too should the equity risk premium - which means rising prices.

Also, uncertainty can do real damage. It causes companies to postpone investment and hiring plans. Even 
if it is profitable to expand, why should a company do so when there is huge uncertainty if it has the op-
tion of delaying until the uncertainty lifts, when it might become even more profitable? Lower uncertainty 
should therefore raise economic growth, to the benefit of equities.

Whatever your opinion of Mr Biden, we have good reason to expect his presidency to raise share prices, 
perhaps by a lot.



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

World Trade Center, Suite 5.28, Gibraltar. Telephone: +350 200 75181. Website: www.gam.gi 

Economics:
Figures from the Office for National Statistics showed UK GDP expanded for the sixth month in a row in 
October (at a rate of 0.4%) but remained 7.9% below its February pre-pandemic level. Britain experienced 
its steepest recession on record earlier this year as coronavirus restrictions crushed economic activity 
and it is widely expected to go into reverse again in the current fourth quarter after rules were recently 
tightened. The Office for Budget Responsibility expects a recovery in 2021 but has warned a no-deal Brexit 
will knock two percentage points off growth while Bank of England governor Andrew Bailey thinks the 
long-term economic impact of such an outcome would be bigger than that of the pandemic. On the bright 
side, Ruth Gregory, senior UK economist at Capital Economics, believes scope for a decent ‘vaccine bounce’ 
next year should allow the economy to regain its pre-pandemic level in early 2022.

The European Central Bank is expanding its huge money-printing programme by €500bn in an attempt to 
prop up the economy as another wave of coronavirus rips through the region. ECB President Christine 
Lagarde said after their last meeting that the pandemic continues to pose “serious risks” to European 
economies and that renewed lockdowns heighten the risk of a delayed recovery. The bank left its deposit 
rate unchanged at -0.5% and Lagarde said she expects interest rates to remain at current or lower levels 
until the inflation outlook improves.

US economic growth will begin next spring as Covid-19 vaccinations assist in a return to a new normal, 
but this winter is still expected to be rough, according to Senior Economist Leo Feler. Covid-19 vaccines 
will release pent-up consumer demand over the next year and lead to a strong recovery with a surge in 
services consumption and continued strength in housing markets propelling the economy forward. Still, 
areas of weakness in the economy will remain in the “new normal”. More people will work from home and 
there will be more online commerce than before. “Right now, the key issue is how we will make it through to 
an exuberant spring,” Feler says. “These next few months will be dire, with rising Covid-19 infections, continued 
physical distancing, and the expiration of social assistance programmes”.

Quote of the Month:
“This is going to be a fantastic year for Britain” - Boris Johnson’s New Year message on Twitter, January 2020

Let’s hope that Mr Johnson’s predictive powers have improved when he says that whatever the outcome 
of the Brexit negotiations, Britain will prosper, and prosper mightily. To those advocating postponing the 
whole damn thing till a global pandemic passes - forget it. The quote-loving PM would no doubt agree with 
Henry Kissinger who once said, “whatever must happen ultimately should happen immediately”. 
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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.

December 
December is the FTSE 100’s best performing month since 1984, rising 2% on average, 78% of the time. In 
an average month, the market tends to increase slightly in the first two weeks, but then rises strongly in the 
final two weeks. Indeed, this is the strongest two-week period in the whole year, with the three strongest 
days of the year all occurring in this period.

Fourth Quarter 
The FTSE 100 has risen 26 of the 36 years between 1984 and 2019, posting an average gain of 3.1%.

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: 
Last month, we saw a potential breakout to the upside as the market reasserts itself with its traditional end-
of-year rally. In the event, the FTSE 100 rose 625 points, or 11%. Whilst we are in the strongest month of the 
year, the cheering never lasts long when the stock market hits a new milestone, as investors immediately 
confront concerns about overvaluation. The RSI has reached 67%, a level that signals that the stock market 
is in overbought territory. Whilst the market is in a strong trend, it has also reached a double-top. We see a 
pullback to the short-term 20-day moving average lying at 6,425 and potentially to the medium-term 50-day 
moving average of 6,130 thereafter.

“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:
14th December  New Moon (markets tend to reach a high point around this time)
15th December  FOMC Meeting
17th December  MPC Meeting
18th December  Options Expiry Day
24th December  Christmas Eve (LSE closes at 12.30pm)
25th December  Christmas Day - Bank Holiday
28th December  Boxing Day - Bank Holiday
30th December  Full Moon (markets tend to reach a low point around this time)
31st December  New Year’s Eve (LSE closes at 12.30pm) 
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