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‘Don’t panic sell. 
Markets have a habit of 
bouncing back quickly’

by Mark Maloney, Managing 
Director, Gibraltar Asset 
Management Limited

Market Outlook

O
ur allocation to the 
stock market moves 
to equalweight. The 
world woke up to 

a new reality on Thursday 
the 24th of  February. Barely 
out of  its sick bed, focused 
on rebuilding strength 
after the pandemic, and 
with most of  its attention 
fixed on treating a nasty 
dose of  inflation, overnight 
everything changed. A 
European country has been 
invaded; death, destruction, 
misery and chaos have been 
inflicted on the Ukrainian 
people, now forced to flee for 
their safety. The spectre of  
nuclear war has even been 
raised by the aggressor. 
We have entered a new and 
dangerous age. In an attempt 
to absorb the Ukraine into 
Russia, Vladimir Putin has 
unleashed a brutal war that 
could last for many months, 
or longer. 
History tells us, however, 
that major geopolitical 
events will have almost no 
impact on markets after six 
to twelve months. Looking 
at the past 70 years, markets 
have usually taken a few 
weeks from the start of  a 
war to find a bottom. Once 
markets conclude that the 
economic situation is not 
going to deteriorate any 
further, then asset prices 
start to rise again. 
But the cost of  the war to 
Russia will be huge and 
it is likely to spend years 
trying to hold down a hostile 
population. The alternative, 
failure, would probably 
make Putin become even 
more dangerous. Whatever 
happens, a Western policy 
engineered to eventually 
readmit Russia to the 
community of  nations is 

better than trapping a 
nuclear-armed believer in 
Russia’s divine purpose 
in an ever more resentful 
bunker
Overall, Russia’s economy 
is relatively small and 
globally unimportant. 
Italy’s is twice as big with 
half  the population. Poland 
exports more goods to the 
EU than Russia does. That 
said, a military conflict on 
this scale, in the backyard 
of  the EU and involving 
a superpower, has not 
happened during the past 50 
years so we don’t have much 
in the way of  historical 
precedent to go on. The 
Ukraine crisis is not yet a 
stock market crisis - assets 
are priced for a medium-
term disruption in certain 
sectors, but not yet a 
broader disaster. The trouble 
is that the “tail risks” of  
the Ukraine war, such as the 
conflict spreading to other 
countries, are difficult to 
price. For the moment, new 
investors are best sitting on 
the sidelines and monitoring 
events in the hope of  a 
peaceful resolution.
Recommended Investment
Regional REIT 4.5% 
06/08/2024
We originally purchased this 
bond at its initial issue in 
2018. It soon started trading 
above par and was as high as 
103% in October. However, 
the price has been weak 
of  late and we believe the 
investment case is worth 
revisiting. 
Regional REIT Limited 
(“RGL”) is an investment 
trust listed on the LSE with 
a NAV of  £729m that invests 
and manages high quality 
commercial properties 
predominantly in principal 
UK regions, outside of  
London. 
RGL offers investors a 
unique exposure to the 
broad regional commercial 

property market. The 
portfolio consists of  151 
properties and over 847 
tenants with a combined 
contracted rent roll of  £61m 
per annum reflecting a net 
initial yield of  6.5%. The 
managers make the case 
that nationwide there is a 
steady stream of  property 
conversions from offices 
to residential and very 
little new office space 
is built (Central London 

excepted). Therefore, 
there is a good chance that 
rents will increase in the 
coming years. The company 
targets regional offices 
(83%) and light industrial 
(11%) property markets and 
has built a portfolio that 
includes properties in the 
Midlands (19%), Scotland 
(18%), South East (25%), 
North East (10%), North 
West (13%), South West 
(11%) and Wales (4%). 
The properties are typically 
let to strong tenants such 
as Barclays, Glasgow 
University, Bank of  
Scotland, Scottish Widows, 
Aviva, E.On, Odeon Cinemas 
etc with a lease length 
average of  4 years to expiry 
(2.6 years to first break). 
The occupancy rate at 86% 
represents the fact that 
new purchases of  buildings, 
although partially let, are 
normally not fully let. 
The bonds are unsecured, 
but the issue has covenants 
where RGL has agree to a 
maximum Loan-to-Value of  
75% (currently 40%) and 
meet an interest cover of  
2x (currently 3.3x). This 
bond was originally issued 
by the company to pay 
off  bank loans as well as 
secured debt. Paying off  

secured debt is a good thing 
for unsecured bondholders; 
the more secured debt is 
replaced by unsecured debt 
the less the unsecured debt 
is disadvantaged by having 
debt ahead of  it. 
We believe this bond offers a 
safe and simple investment. 
The bonds trade on the 
London Stock Exchange in 
multiples of  just £100 and 
pays its 4.5% coupon in two 
semi-annual instalments 
in arrears on 6th February 
and 6th August. Trading at 
100%, the bonds have a gross 
redemption yield of  4.5%, an 
above-market return. Buy.
Please be aware that the 
value of  your investments 
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With stock markets already on edge, thanks to ongoing 
inflationary pressures and the impact of rising interest rates, 
the war in Ukraine has sent the markets into freefall. Running 
away at the first sign of difficult times, however, is not a good 
move. Shares have historically delivered a better return than 
cash in the bank and they tend to recover quickly during 
times of turmoil. Even though remaining invested can be 
uncomfortable, it’s important for investors to hold their nerve 
and wait out the market volatility. Just ask those who sat tight 
through the Covid sell-off in February 2020, global financial 
crisis in 2008, and countless other black swan events. 
Investing is all about patience and eventually the rewards 
will come.


