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Gibraltar Asset Management Stock Market Commentary

‘April showers whet 
investors’ appetite for 
stocks’

by Mark Maloney, Managing 
Director, Gibraltar Asset 
Management Limited

Market Outlook

O
ur allocation to 
the stock market 
remains at 
equalweight. There 

are many good reasons to 
be bearish at this time. The 
market has entered the 
historically weakest half  of  
the year and “sell in May, go 
away” is now at the forefront 
of  investor’s minds. 
Indeed, the investing climate 
itself  in 2022 is much more 
challenging than what we 
have seen in recent years. 
While the long-term trend 
continues to favour growth 
and low income, the pivot to 
value, ‘min vol’ and income 
is likely to prove persistent 
throughout the year. 
The market has a range of  
problems, the worst being 
inflation - and central 
bank’s aggressive actions 
to fight climbing prices. 
Inflation is at the highest 
level in decades, driven 
upward by demand recovery, 
supply chain issues, higher 
labour costs, and the war 
in Ukraine. This brutal war 
is dragging on, meaning 
that global GDP growth 
estimates will likely keep 
coming down. 
Market sentiment is bearish. 
The keenly-watched AAII 
Sentiment Survey registered 
a third straight week with 
bulls at less than 19%. Bears 
rose to 59.4% last week, 
while the spread between 
the two hit -43 percentage 
points. Both figures are the 
most bearish since March 
2009. The participants in 
this poll are deemed to 
represent the smart money. 
On the other hand, there 
are also reasons to be 
cheerful. Over the past 
two years, each earnings 
season proved to be a stock-
market accelerator, given 

the strong, double-digit 
EPS growth being recorded 
quarter after quarter. The 
current earnings season 
is likely to generate 
mid-to-high single digit 
growth which, along with 
moderately strong economic 
data, should help to stabilise 
the market. Overlooked 
in the focus on Ukraine 
has been the continued 
global recovery from the 
COVID-19 pandemic, with 
US daily deaths running 
at one-quarter of  the two-
year average. We look for 
a still-strong economy and 
improving health to drive 
above-average economic 
growth in 2022. We do 
not believe a recession is 
imminent. Many of  the 
problems facing the market 
(such as the supply chain 
crisis and inflation) reflect 
too much demand, not too 
little. That is cold comfort to 
investors looking at negative 
returns four months into the 
year. But history has shown 
that a diversified portfolio 
of  stocks has beaten every 
other asset class and the 
worst course of  action is to 
panic sell.
Recommended Investment
Scottish Mortgage 
Investment Trust
Launched in 1909, Scottish 
Mortgage is considered to 
be Baillie Gifford’s flagship 
investment trust. These 
days the trust is global 
rather than Scottish and 
has nothing whatsoever to 
do with mortgages. It is an 
actively managed, low cost 
investment trust, investing 
in a high conviction, global 
portfolio of  companies 
with the aim of  maximising 
its total return to its 
shareholders over the long 
term. Scottish Mortgage 
has been the outstanding 
success story of  the 
investment trust sector in 
recent years and is now the 

largest listed closed-ended 
fund on the LSE (SMT.L) 
with a market capitalisation 
of  £12bn.
The Investment Managers 
look for strong, well run 
businesses which offer the 
best potential growth
opportunities. They think in 
terms of  owning companies 
rather than renting shares 
and are first and
foremost stock pickers, 
selecting investments based 
on an individual company’s 
fundamental characteristics. 
A long-term approach is 
taken, as the Managers 
believe that it is only over 
periods of  five years or 
longer that competitive 

advantages and managerial 
excellence within companies 
are truly reflected in 
shareholder returns. 
Companies are analysed 
using a range of  metrics 
that aim to assess:
i-the strength of  
management
ii-a company’s competitive 
and financial position
iii-the customers’ 
perspective
iv-prospects for sales and 
margins
v-the potential valuation
The resulting portfolio bears 
little resemblance to the 
benchmark index which is 
only used for performance 
measurement, rather than 
portfolio construction. The 
portfolio consists of  ~100 
holdings, although the 
high conviction approach 
is reflected in the top 10 
holdings representing 
44% of  total assets. Top 10 
holdings include such names 
as Moderna, Tesla, Tencent, 
Nvidia, Alibaba & Amazon. 
The fund is also able to 
invest up to 30% of  assets 
in unlisted companies and 
these currently represent 
~25% of  total assets, 
although they account for 
nearly half  of  the holdings 
by number. 
The fund has performed very 
well over the long term, with 
a NAV total return over the 
last five years of  +187%, 
significantly outperforming 
the 68% return of  the FTSE 
All World benchmark. The 

performance over 10 years is 
even more impressive, rising 
697% against 232% for the 
benchmark.
Scottish Mortgage has 
traded on a premium to NAV 
for much of  the last five 
years but are currently
trading at a 5% discount. We 
believe that this discount 
will be narrowed by the 
Board’s historical practice 
of  buying back shares. 
During 2021, for example, 
the fund issued shares 
worth £525m at a premium 
and repurchased £465m of  
shares at a discount. The 
fund also benefits from one 
of  the lowest fees in the 
investment trust sector, with 
a Total Expenses Ratio of  
just 0.34%. Combined with 
the trust’s strong track 
record, we rate the fund a 
strong 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. Gibraltar 
Asset Management is a 
trading name of  Gibraltar 
Asset Management Limited, 
registered in Gibraltar, 
number 18064. Gibraltar 
Asset Management Limited 
is authorised and regulated 
by the Financial Services 
Commission. Registered 
office: World Trade Center, 
Suite 5.28, Gibraltar. Tel: 
+350 200 75181. Email: gam@
gam.gi

April was a brutal month for the stock market, with blue-
chips suffering their worst month since March 2020, while 
the Nasdaq had its worst month since October 2008 when the 
‘great recession’ was taking hold. Purely from an investment 
perspective, the drop has had the benefit of washing away 
significant portions of the over-valuation in stocks that 
existed at year-end. Indeed, the combination of continued 
earnings strength and a correcting market have helped ease 
concerns about stock-market valuations. At some point, bulls 
will wade back into the carnage in search of favourable entry 
points for stocks that investors loved when they were pricey 
and hate now that they are cheap.


