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FTSE 100 5,500

VIX 33
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VIX 21%

S&P 500 4,545

Gold $1,928

GBP/EUR 1.1898

GBP/USD 1.3128

Introduction:
Investors study the yield curve for signs of pending economic softness; a key indicator is when short-term 
rates push above longer-term rates. That does not normally happen, given that investors expect to be paid 
a higher rate of return for committing money for a longer period. When rates push higher at the short end, 
that suggests that the long-term outlook is poor. Investors looking for recession indicators typically focus 
on the relation between yields on the two-year and 10-year Treasury notes, called the “two-10s spread.” 
This recently inverted. The last dozen times the two-10s spread inverted, the US subsequently experienced 
some degree of economic slowing, several times resulting in a recession.
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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. The Russian invasion of Ukraine 
remains the most unpredictable factor in geopolitics. As the weeks progress, however, investors are seeing 
glimmers of hope in the gloom. Russia is so bogged down in Ukraine that near some cities Russian 
soldiers are adopting defensive tactics consistent with an army hunkering down, not pushing forward. 
Whilst this may mean a drawn-out war with mounting civilian casualties, any erosion in Putin’s plan for a 
quick conquest is seen as positive.

The threat of inflation to the economy is real and rising. Already high inflation is being exacerbated by 
the increasing likelihood that Russia will be fully excluded from the international energy markets. This is 
resulting in more hawkish stances being adopted by central banks. Interestingly, the market has shown 
in the past that it can “get used to” restrictive monetary policy. Indeed, the stock market only modestly 
underperforms its long-term average performance in periods of central bank rate hiking.

Despite these challenges, the UK economy continues to expand at a good pace and is now within just 
0.1% of its pre-pandemic level. The global economy too appears to be weathering the Ukrainian conflict, 
although global GDP estimates have been reduced.

And the impact of the Omicron variant of COVID-19 has seemingly passed a peak. The trend in 
hospitalisations is headed sharply lower, and reports of deaths, a lagging indicator because patients who
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Market Outlook (cont):
die generally do so weeks after being infected, never surpassed the peak levels of winter 2021 and are also   
on the way down. As vaccine doses become even more widely distributed, we expect to see the number 
of cases continue to trend lower.

Despite all this, the stock market has witnessed a strong recovery since the lows reached in early March 
and is looking overbought at these levels. New investors should be cautious. There will surely be more 
attractive entry points in the weeks and months ahead as events in the geopolitical landscape unfold.
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Recommended Investment:
ISAs
Picking the right investments is paramount but if you don’t hold them tax efficiently they won’t deliver as 
much. One of the most efficient tax wrappers is pensions, however these do not allow you to access your 
money until at least age 55.

A far more flexible tax wrapper, available to UK residents, is the individual savings account (ISA), as you can 
access investments held within this at whatever age you like. Investments held within an ISA do not incur 
capital gains tax (CGT) when sold, and no further tax is payable on any income or interest they yield. This 
means investments within an ISA can grow more than if held outside. At present the yearly amount you can 
put into an ISA is far less than what you can put into pensions. And you do not get tax relief on investments
you put into an ISA - unlike with a pension.

But there is no tax to pay as you take out your money which makes ISAs great for drawing an income in 
retirement, and there is no restriction on when or how much money can be withdrawn. It is not a pension 
product but can be a useful complement to a pension for retirement income, particularly when it is 
desirable to draw down capital at a faster rate than may be prudent in a pension. It is also a great place to 
build up a sum to pay for a house deposit, wedding costs, education fees or all sorts of other savings goals.

A broad range of investments can be held in a Stocks and Shares ISA. Qualifying investments include:
1) Cash
2) UCITS authorised funds such as unit trusts, ETFs and investment trusts
3) Shares listed on one of the many recognised stock exchanges, including AIM
4) Fixed interest securities such as treasuries, corporate bonds, debentures and Eurobonds
5) Depository interests such as CDIs or ADRs, provided there is an underlying listing on a recognised 
stock exchange

Subscription Limits
The ISA Allowance for the 2022/2023 tax year (6th April to 5th April) is £20,000.

Bed & ISA
Investors keen to shelter capital gains from tax can do so by selling investments and reinvesting the gains 
in tax wrappers in advance of the tax year end. The old so-called ‘Bed & Breakfast’ loophole, whereby 
individuals could sell investments at the end of one tax year and immediately re-buy them at the start of 
the next in order to reduce CGT or avoid paying it altogether, was closed in 1998. Now you can no longer 
reduce CGT by selling and buying the same holding within 30 days. However, a ‘Bed & Isa’ strategy allows 
investors to sell investments in their usual equity account and then immediately re-buy them in their 
ISA (note that caution is needed as you need to ensure you avoid paying CGT). Because the transaction 
is carried out within a tax wrapper, the ‘Bed & Breakfast’ 30-day rule does not apply, and it also means 
investors can fund their ISAs without the need to find new cash. GAM can do this via an ‘agency cross’ 
whereby we sell and buy back simultaneously at a very small cost with a market maker (they charge £30, 
which is built into the spread) on the stock exchange.
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Recommended Investment (cont):
Recommendations
UK investors have an annual CGT allowance of £12,300 for this tax year. Higher-rate taxpayers are charged 
20% on any gains above this. For income, the taxes are even more punitive. The level of dividends individuals 
can receive tax-free is just £2,000. Above that level, higher rate taxpayer’s dividends are taxed at 33.75%. 
Therefore, it is important for investors to take advantage of their ISA allowance and particularly buy 
income-producing investments, even if their portfolio isn’t yielding £2,000 right now. Some of our favourite 
income-producing investments include:

Equities
Shires Income    Investment trust investing in UK blue chips yielding 5.9%
General Accident 8 7/8% Prefs  Cumulative preference shares yielding 6.0%

Alternatives
Impact Healthcare    Exposure to care homes. 5.6% yield
Regional REIT     Exposure to UK office property. 7.6% yield

Fixed Interest
Invesco Bond Income Plus   Conventional fixed-income investment trust yielding 6.1%
Twentyfour Income Fund   Asset Backed Securities. 6.0% yield

How to Apply
Contact GAM on +350 200 75181 to receive your ISA application form.
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Tweet of the Month:
Joseph Stalin was right when he said that people “not infrequently become intoxicated by successes; they become 
dizzy with success” and so come to “overrate their own strength”

Which seems to have been Putin’s error. Having successfully annexed the Crimea in 2014 he thought he 
could do the same in Ukraine, especially as he thought the “historic unity of Russians and Ukrainians” (the 
title of an essay he wrote in 2020) meant Russian troops would meet little resistance.

But what’s this got to do with investing? Plenty, as fund managers and retail investors are prone to the same 
error. We become dizzy with success, and get high on our supply.

Having performed brilliantly for years at Invesco Perpetual, Neil Woodford became dizzy with success and 
moved away from what Charlie Munger calls his “circle of competence” (investing in listed companies) to 
buy small unquoted businesses. We all know how that ended.

The mistake is widespread among retail investors too and arises from the self-serving bias - our tendency 
to attribute success to our own skill but failure to bad luck. Following high returns, investors are more 
likely to say that their performance accurately reflects their investment skills than they are after their re-
turns have been poor. In fact, even after only a few days of good returns investors will see skill where there 
is in fact only luck. Economists have found evidence of day traders in foreign exchange markets (a mug’s 
game) attributing random success to their own skill.

Of course, being overconfident about your ability isn’t necessarily disastrous, if it encourages us to run our 
winners thereby benefiting from momentum effects. Sadly, however, the effects of overconfidence don’t 
stop there. Becoming dizzy with success leads us to trade too much and this is hazardous to our wealth. 
This isn’t just because of dealing costs. It’s also because if you are trading often you are acting upon noise 
rather than signal and so are in effect simply gambling at bad odds. What’s more, if you come to believe it 
is easy to beat the market you’ll take too much risk by underinvesting in safe assets and by overinvesting 
in more speculative stocks that have poor average returns.

We have good evidence that overconfidence is systematically bad for us. Studies have found that those 
who were overconfident about their intellectual skills were significantly less rich than others. Of course, 
we have known about the dangers of overconfidence for centuries. The word ‘hubris’ comes from the an-
cient Greeks. And the second-century author Tertullian warned those enjoying great acclaim to “hominem 
te memento”: remember you are human, with all our flaws.

In order to a avoid such errors, retail investors must adopt habits that stop them from trading too much, 
acting on their emotions or taking too much risk. One of the few merits of playing golf is that it stops you 
from trading.

Now, you might think it offensive to compare a war criminal to people whose only crime is to lose money. 
Morally, there’s no equivalence. But intellectually there is. Investing is not a discrete activity separate from 
the rest of life. It is an exercise in judgment under uncertainty. Deciding whether to buy a share or start a 
war are all manifestations of the same general problem, of how to choose. And the error of overconfidence 
can be common to all of them. Investing is part of life - which is why it is so interesting.
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Economics:
The UK economy has recovered to just 0.1% away from pre-pandemic levels. The news comes amid 
a perfect storm of rising inflation, the economic hit of the pandemic and Russia’s invasion of Ukraine. 
Wages are failing to keep up with rising prices, as rapidly rising energy prices push inflation towards 9%, its 
highest level in 40 years. Higher energy bills will lead to further inflation, which in turn will put pressure 
on household consumption and erode incomes. Coupled with rising taxes, this fall in spending power will 
lead to a decline of 2.2% in living standards this year and next - the largest fall on record. As a result, living 
standards will not recover to their pre-pandemic level until 2024-25,

European commissioner for economics and taxation, Paolo Gentiloni, said Saturday that the Ukraine crisis 
will usher in a period of lower growth for the 19 countries sharing the euro. The bloc’s projection of 4% 
growth in 2022, issued shortly before Russia’s invasion of Ukraine, will need to be revised downward, he 
said. However, in an attempt to take the sting out of the downbeat assessment, Gentiloni said there was 
no prospect of a recession. Gentiloni said the economic outlook hinged on three factors: the duration of 
Russia’s onslaught in Ukraine, whether sanction dynamics will spill over to Russia’s energy exports and how 
the Ukraine crisis may impact investor and consumer confidence.

The US economy gained 431,000 jobs in March, slightly missing expectations. The number of unemployed 
people decreased by 318,000 to 6 million, an unemployment rate of 3.6% - little changed from where the 
employment situation stood in February 2020, before the Covid-19 pandemic threw a wrench into the 
economy. A number of factors appear to be drawing workers off of the sidelines. Petrol and grocery prices 
are rising, the cost of discretionary goods and services like travel and eating out are going up. That’s probably 
nudging some people off the sidelines. Collectively, these figures suggest the jobs market is returning to its 
pre-pandemic state. This raises expectations that the Federal Reserve will raise its benchmark interest rate 
by half a percentage point at its Federal Open Markets Committee meeting in May.

Quote of the Month:
“The Fed’s application of its framework has left it behind the curve in controlling inflation. This, in turn, has made a 
hard landing virtually inevitable” - former NY Fed President William Dudley

The yield on the 2-year US Treasury bond recently briefly rose above the yield for 10-year paper... that’s 
the big inversion everyone has been waiting for. When the curve inverts, there has historically been a better 
than two-thirds chance of a recession at some point in the next year and a greater than 98% chance of a 
recession at some point in the next two years. While the yield curve has sent somewhat reliable signals 
about pending recessions, there is often a long time lag and analysts say there needs to be corroborating 
evidence before investors need to fear a recession is around the corner. Indeed, whilst in most cases there 
is a recession, many times it is six- to 18-months in the distance and the stock market does not tend to 
peak until between two and 12-months prior to the onset of a recession.
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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.

April 
Since 1984, the FTSE All-Share Index has fallen in April in only eleven years. This is quite remarkable, and 
makes April the second strongest month of the year for equities. The average return for the index in the 
month since 1984 is 1.8%. In an average month, the market historically gets off to a good start - the first 
trading day of April is the second strongest first trading day of all months in the year. The market then 
tends to be fairly flat in the middle two weeks before rising strongly in the final week.

Second Quarter 
The FTSE 100 has risen 24 of the 38 years between 1984 and 2021 posting an average gain of 1.5%.

November - April 
Delaying re-entering the market from St. Ledgers Day to Halloween has yielded statistically significant 
outperformance with the FTSE All-Share rising an average 13.4% from Halloween to May Day since 1965. 
There is a 1-in-2,000 chance of this arising by chance in random data. One explanation for this is that as 
the nights draw in during winter, we become anxious and depressed, which means share prices fall and 
expected returns rise. This then leads to a decent winter rise.

Second-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.

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.

World Trade Center, Suite 5.28, Gibraltar. Telephone: +350 200 75181. Website: www.gam.gi 



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

Market Commentary

Technical Analysis: 
Last month we noted “The time to buy is when there’s blood in the streets yet this 7% fall may not be the bottom, 
depending on how the war in Ukraine unfolds...These are certainly worrying times for traders but investors should 
not panic just yet.” In the event, the market did go lower reaching 6,959 on the 7th of March before making 
an 8% recovery. We feel there is now more downside than upside with the market at its current level, just 
1.8% below its pre-war high. The RSI is at 80%, reflecting that the stock market is in extremely overbought 
territory. Granted, the market is in a trend and the 200-day is sloping upwards but a pullback to the 20-day 
moving average lying at 7,340 would not be a surprise.         
  
“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:
1st April  New Moon (markets tend to reach a high point around this time)
14th April  Governing Council of the ECB: monetary policy meeting in Frankfurt
15th April  Options Expiry Day
16th April  Full Moon (markets tend to reach a low point around this time 
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