
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
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FTSE 100 5,500

VIX 33

FTSE 100 7,138

Resistance 7,230

Support 7,070

VIX 16%

S&P 500 4,535

Gold $1,826

GBP/EUR 1.1673

GBP/USD 1.3844

Introduction:
This year, saying “all-time highs” has started to sound like a broken record. Nothing has seemed to rattle 
the market much in 2021, with volatility at historic low levels. But after the summer lull, things to tend to 
get exciting again for investors in September in what is historically the worst-performing month of the 
year, with the FTSE 100 falling on average 1.2%. However, although the average return is bad for the month, 
about half of all Septembers have positive returns. The problem is that when the market does fall in this 
month, the falls can be very large.
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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 equalweight. Recent economic data, while above 
average by historical standards, has moderated from peak readings in the spring. At that time, rapidly 
proliferating vaccines accelerated the reopening process. Vaccines are again in demand as the Delta variant 
wreaks havoc. Yet whilst the supply of vaccines proliferates in developed nations, the pandemic continues 
to present challenges in the world at large.

Indeed, as summer gives way to autumn, the market is not without risks and concerns, from this raging 
Delta variant to the bungled exit from Afghanistan. But the bull has a habit of climbing walls of worry, and 
so far the market has remained mainly focused on the positive data coming from a global economy firmly 
in reopening mode.

Exiting August, the FTSE 100 was up 8% year-to-date. When stocks are doing this well this far along in 
the year, they tend to finish with better-than-average upside. With so many investors in the green so far 
in 2021, and with bears at some point needing to capitulate and buy the year’s winners, further gains can 
become a self-fulfilling prophecy. And whilst we do not look for economic data to return to those heady 
levels from spring, we are expecting a continuation of strong growth into year-end.

The risk-adverse may still want to get the historically-volatile month of September out of the way before 
entering the market.
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Recommended Investment:
JPMorgan China Growth & Income plc 
JPMorgan China Growth & Income plc aims to provide the best of both worlds. The investment trust, listed 
on the London Stock Exchange (JCGI.L) invests in Chinese companies listed on the stock exchanges of 
Hong Kong, Taiwan and China. These companies in ‘Greater China’ focus on the growth of “New China”, 
capitalising on its transition to a more consumer-driven economy. Meanwhile, JCGI provides investors with 
a quarterly dividend, which is set at 4% of the NAV at the beginning of each financial year.

The trust’s investment approach utilises bottom-up fundamental analysis along with top-down macro views, 
supported by JPMorgan’s investment teams based in Hong Kong, Taiwan and mainland China. The portfolio 
is heavily positioned towards Consumption (24%), IT (20%), Health Care (16%) and is particularly keen on 
companies involved in the Renewables and Digitalisation space. 

Volatility is inherent in single-country emerging market investing but we believe that China offers a long-
term structural opportunity. The economy is growing and becoming increasingly consumer-led; accessibility 
of the markets continues to improve for overseas investors; and diversification benefits are strong.

This diversification is maximized when investors access the full range of Chinese share classes, i.e. both 
onshore and offshore listings. This investment trust has access to companies which are quoted on the 
stock exchanges of Hong Kong, Taiwan and the domestic Chinese stock market, including A shares listed 
in Shenzhen and Shanghai.

China’s recently announced its 14th 5-year plan, which promises growth from a combination of a 
strengthening local economy and more international trade. China is targeting science, technology, and 
innovation as the key drivers of growth and intends to make investments in semiconductors, 5G, and 
electric vehicles. China is also seeking to increase its self-reliance in terms of technology supply chains 
to deliver ‘high quality’ growth that is both sustainable and green.  Demographically, the country’s youth 
(there are over 400,000,000 millennials) represent a significant play on domestic consumption for overseas 
investors. Meanwhile, the elderly’s health-related spending has consistently outpaced GDP growth over 
the many years. While the traditional perception of products “Made in China” related to inexpensive 
manufactured goods competing on price, today Chinese companies are producing high quality products 
that often cannot be produced anywhere else.

The strength of the team’s bottom-up, stock-driven strategy is reflected in the fund’s long-term performance 
record, delivering a NAV total return of +310% over the last ten years, significantly outperforming the 
+127% return of its benchmark, the MSCI China Index. The TER is high at 1.69%, but this predominantly 
reflects the higher costs involved in trading emerging market securities. We believe that the fund’s enhanced 
dividend, which currently offers a prospective yield of 4.1%, is very attractive and will underpin the fund’s 
rating around NAV. Buy.
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Tweet of the Month:
“Many investors are sceptical about timing the market, even though there’s lots of evidence we can do so. There are 
good reasons for such scepticism - but also bad ones”

“You can’t time the market” is one of the oldest clichés in investing. Which is unfortunate, because it isn’t 
true. The dividend yield has been a fantastic predictor of medium-term returns on the All-Share index. High 
yields in 1992, 2003 and 2009 all led to big rises, whilst low yields in 1987, 1998 and 2007 all led to falling 
prices. In fact, the yield alone can explain 60% of the variation in five-yearly returns on the index since 1985.
It is not the only thing we can use to time the market. A simple rule of buying when prices are above their 
200-day moving average and selling when they are below it increases investors’ risk-adjusted returns. And 
we know that equity returns can also be partly predicted by the yield curve and even the time of year.

Both evidence and theory therefore tell us that we can time the market. Of course, nobody pretends we 
can do so perfectly. We cannot sell exactly at the top and buy right at the bottom. What matters is whether 
we can increase risk-adjusted returns over time with market timing. And the facts suggest we can. Which 
poses the question: why, then, do so many people believe otherwise?

There are good reasons. Short-term market timing is impossible. Whereas the dividend yield explains 60% 
of the variance in five-yearly returns on the All-Share index it explains only 1.4% of the variance in monthly 
returns. That’s not enough to base a strategy upon. In the short-term, cheap markets can get cheaper and 
expensive ones more expensive. It’s only in the longer-term that mispricings are corrected. Also, some lead 
indicators of are unreliable, because statistical relationships can break down. For example, from the mid-
1990s to 2019 big foreign buying of US equities was a great predictor of falls in global equities. But this 
has ceased to be the case: investors were big buyers in the year to July 2020, and yet markets have risen 
strongly since then. Opponents of timing are also correct to say that futurology is futile: we cannot see 
recessions coming, let alone pandemics.

But we don’t need detailed stories about the future. All we need to know is that some lead indicators send 
useful messages. Think back to 2007. Very few people then foresaw the impending financial crisis. But we 
didn’t need to. All we needed to know was that the dividend yield was low; that foreign investors were big 
buyers of US equities; that the All-Share index was below its 200-day moving average; and that the US yield 
curve was inverted. All these were warnings to sell. And all were correct. You don’t need to know why the 
market will fall. You only need to know that it probably will.
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Economics:
Britain’s economic recovery from the COVID-19 pandemic lost more momentum last month as staff 
shortages and supply chain issues weighed on companies in the country’s huge services sector. The IHS 
Markit/CIPS UK Services Purchasing Managers’ Index (PMI) fell to 55.0 in August, down sharply from 59.6 
in July. The PMI marked a fifth month above the 50 threshold for growth and a record share of services 
companies said they were hiring staff - but they also struggled against rising costs. “Many survey respondents 
commented on long wait times to fill vacancies and an unexpectedly high staff turnover as the UK economy 
reopened,” said Tim Moore, economics director at IHS Markit.

Eurozone inflation surged to a 10-year-high of 3% in August with further rises likely, challenging the ECB’s 
benign view on price growth and its commitment to look past what it deems a temporary increase. The 
increase was fuelled by energy costs, but food prices also surged, while there were unusually large increases 
in the prices of industrial goods too. Markets mostly shrugged off the data, suggesting the narrative of 
temporary inflation and ultra-easy central bank policy for years to come remains the central one. Still, the 
numbers are likely to make for uncomfortable reading at the ECB. With inflation in Germany, the euro 
zone’s largest economy and the ECB’s biggest critic, expected to approach 5% in coming months, the bank 
is likely to come under increasing public pressure to address price developments that are reviving long-
dormant memories of runaway prices.

US hiring slowed sharply in August as a new surge in coronavirus infections slammed the brakes on the 
economic recovery. Employers added just 235,000 jobs, a sharp slowdown from the torrid pace of hiring in 
June and July. The economy is facing increasing headwinds as the pandemic wears on and the delta variant 
creates uncertainty.  Confirmed coronavirus infections have jumped nearly 20% in the last two weeks, while 
COVID-19 deaths have nearly doubled during that period. The worsening public health outlook threw a 
late-summer speed bump in the recovery, making people more cautious about travelling and eating out and 
reducing the need for workers.

Quote of the Month:
“Conservative investors sleep well” - Philip Fisher

How true this is. We find that most investors do not want to shoot the lights out performance-wise. They 
wish to simply protect their capital, maintaining its purchasing power after accounting for inflation. And 
the best way to do this is? Diversification. Across different asset classes, regions, currencies and individual 
holdings. It is this that affords conservative investors a good night’s sleep.
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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, 2021 is likely to be a 
positive year for the stock markets.

September 
After the summer lull, things get exciting again for investors in September in what is historically the worst 
performing month of the year, falling on average 1.2%, 54% of the time. It is even worse for the mid-caps 
with the FTSE 100 historically outperforming the FTSE 250 by 0.7%. However, although the average return 
is bad for the month, about half of all Septembers have positive returns. The problem is that when the 
market does fall in this month, the falls can be very large.

Third Quarter 
The FTSE 100 has risen 23 of the 37 years between 1984 and 2020, posting an average gain of 0.7%.

Sell in May and go away; don’t come back till St Leger Day 
Historically, this is the worst time of the year. Since 1966 to 2009, the FTSE All-Share has returned an 
average of just 0.6% between May Day and Halloween (it is known as the Halloween effect in the US) 
compared with 7.9% between Halloween and May Day. Some investors, therefore, tend to reduce exposure 
to the stock market from May. Our pagan ancestors knew this, which is why Beltane is a time of festivity 
(where people look ahead to fertility, plenty and joy) while Samhain marks the beginning of the “darker 
half” of the year. 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. In the autumn the darker nights make us gloomier, with the result that prices fall to low levels 
from which they recover.

First-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 Ox 
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.  Statistically speaking, the Year of the Ox has seen an average return of 12.3% in previous 
years. As the Year of the Ox is related to water and metal, from a feng shui perspective, industries linked to these 
two natural elements, such as shipping and mining, are forecast to do well.
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Technical Analysis: 
The RSI has unwound from an extreme overbought reading from last month and fallen below the key 50% 
level, a distinctly bearish sign. We do not see much in the way of upside from here. The FTSE 100 is now 
only 77 points away from its recent high yet is 300 points above its 200-day moving average. Having said 
that, the market is showing no discernible trend, as indicated by the ADX lying at 18. In light of this, we see 
the FTSE 100 continuing to trade within a narrow range and target support and resistance at the lower and 
upper bollinger bands - 7,070 and 7,230 respectively.  
   
“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:
6th September  Labor Day - Wall Street closed
7th September  New Moon (markets tend to reach a high point around this time)
9th September  ECB Meeting
17th September  Options Expiry Day
21st September  FOMC Meeting
    Full Moon (markets tend to reach a low point around this time)
23rd September  MPC Meeting
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