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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: A PORTRAIT

The judge was Karl Ullger

Gerry Fagan - My Yearly  Workout - 26 points

Gibraltar Asset Management Stock Market Commentary

Sell in May and go away
With April behind us, you can count on someone, somewhere saying, 
“sell in May and go away”. That pronouncement is mainly popular 
because it rhymes, but there is truth behind it. Since 1966 the All-
Share index has delivered a total return after inflation of 7.9% on 
average from Halloween to May Day, but has lost an average of 
0.6% from May Day to Halloween - even including dividends. This is 
because in March & April lighter evenings and warmer days cheer 
us up, which makes us more willing to take risks such as buying 
shares. So prices rise to high levels, which are difficult to sustain 
over the summer. Likewise, in the autumn the darker nights make us 
gloomier, with the result that prices fall to low levels from which they 
recover.

by Mark Maloney, Managing 
Director, Gibraltar Asset 
Management Limited

Market Outlook

Our allocation to the 
stock market moves 
to underweight. April 

turned out to be a good month 
for the stock market, with the 
FTSE 100 rising 3.8%; but we 
have now entered the stock 
market’s worst performing 
half  of  the year. 
The time of  year, however, 
is not the only reason to be 
wary of  equities. The rise in 
Aim stocks suggests risk-on 
sentiment is excessive; global 
share prices are high relative 
to the money stock; volatility 
is low; and the dividend yield 
on the All-Share index is 
below its long-term average. 
All these are bearish signs. 
Even if  you attach zero weight 

to the evidence of  seasonality 
- which you shouldn’t - there 
are other reasons for caution. 
Even as daily COVID-19 
cases continue to fall in 
the West, the world has 
been mesmerized by the 
unfolding tragedy in India. 
The pandemic plainly is not 
conquered and does not seem 
likely to recede from the 
global stage anytime soon. In 
response, the UK Government 
has restricted air travel to 
India, reminding us once again 
of  our global interdependence. 
Indeed, stocks are looking 
very expensive. The FTSE 100 
is almost 800 points or 12% 
above the 200-day moving 
average, a level we view as 
unsustainable and research 
house Argus estimates the 
S&P 500 is at least 20% above 
fair value. Yet markets 
continue to push higher, and 
investors appear to have baked 

in the rosiest of  reopening 
scenarios. Should the economy 
stumble, or if  enough 
homebound consumers fail to 
emerge and get back to work, 
the stock market would look 
very lofty indeed.

Recommended 
Investment
Henderson Far East Income 
Ltd
Henderson Far East Income 
Ltd (“HFEL”) is an investment 
trust listed on the London 
Stock Exchange that aims to 
provide shareholders with 
a growing dividend as well 
as capital appreciation from 
a diversified portfolio of  
investments from the Asia 
Pacific region including China 
(26%), South Korea (16%), 
Australia (13%), Hong Kong 
(12%) and Taiwan (11%). 
It is a well-rehearsed 

argument that the Asia-
Pacific region offers superior 
growth prospects to the West, 
underpinned by such factors 
as a young and increasingly 
educated workforce, lower 
labour costs and an expanding 
middle class. However, the 
COVID-19 crisis has also 
shone a light on the superior 
preparedness for a pandemic 
in many countries that 
experienced SARS in the early 
2000s, and the muted impact 
on earnings growth, dividends 
and economic activity in Asia 
is testament to the region’s 
resilience and continued 
attraction for investors. 
The trust uses a disciplined 
approach to build a portfolio 
of  40–60 stocks, seeking seek 
cash-generative companies 
with good growth prospects, 
trading at valuations that 
suggest the market is 
underestimating the value 
of  their future cash flows, 
and blend holdings that 
have an attractive starting 
yield with those offering 
superior dividend growth 
prospects, aiming to provide 
an attractive total return. 
The trust uses option-writing 
to enhance income - writing 
puts to buy shares at lower 
than the market price and 
selling calls on shares that 
are nearing their price 
targets. 
Income stocks in Asia are 
currently trading on forward 

P/E multiples roughly half  
that of  the broad index 
average, the widest discount 
in almost 20 years. The trust 
currently yields 7%, a level 
that suggests the stocks are 
either cheap or you think 
the dividends will not get 
paid. Given the revenue 
growth and the fully-covered 
dividend, it suggests the 
portfolio is too cheap. 
The fund has a good 
performance record, with 
its NAV up 56% on a total 
return basis over the last five 
years. The TER of  1.08% is 
reasonable given its emerging 
market focus. The trust’s 
attractive dividend yield of  
7% is paid quarterly and of  
note the dividend has risen 
every year since the trust’s 
inception in 2006. 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 fluctuate 
in value in money terms. 
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Caroline Abrines - We are Waterloo - 22 points


