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Market Outlook

Our allocation to the 
stock market remains 
at overweight. The four 

main drivers for the market
recovery heading into year-end 
2020 remain fi scal stimulus, 
monetary stimulus, economic 
recovery, and medical advances.

Even with a stout selloff on the fi nal 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 fi nal 
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.

Stocks look for strong fi nish 
to an unprecedented year

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 infl ation 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. Pfi zer’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 Pfi zer vaccine, which must 
be maintained at -70 degrees 
Celsius, Moderna’s vaccine 
can be maintained at normal 
refrigerated temperatures. An 
additional ten 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 fi nish 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.

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 fi nancial 
covenants whereby the Charity 
has agreed that the sum of  
the group’s unencumbered 
properties, tangible fi xed 
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 fi rst charge 
over the assets. It will be de 
facto if  not de jure a secured 
bond.
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.

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. Gibraltar Asset 
Management is a trading name 
of  Gibraltar Asset Management 
Limited, registered in Gibraltar, 
number 18064. Gibraltar 
Asset Management Limited is 
authorised and regulated by the 
Financial Services Commission 
and is a member of  the London 
Stock Exchange. Registered 
offi ce: World Trade Center, Suite 
5.28, Gibraltar. Tel: +350 200 
75181. Email: gam@gam.gi

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 Digital Screening Competition on the theme: 
URBAN ARCHITECTURE IN GIBRALTAR.
The Judge was Prem Mahtani.

Gerry Fagan - The Tower - 28 points


