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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.

by Mark Maloney, Managing 
Director, Gibraltar Asset 
Management Limited

Market Outlook

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.

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.

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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