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‘Technology stocks 
poised for revaluation’

by Mark Maloney, Managing 
Director, Gibraltar Asset 
Management Limited

Market Outlook

O
ur allocation to the 
stock market remains 
at equalweight. The 
best show in New 

York City this
summer may be playing on 
Wall Street as opposed to on 
Broadway. Indeed, drama, 
excitement, suspense, and 
intrigue are all plentiful in 
the financial district.
After rallying across July 
and half  of  August, the S&P 
500 has retreated ~9%. There 
is no evident driver of  the 
selloff, except potential profit-
taking after strong gains were 
logged over those six weeks. 
Whilst the US stock market 
has bounced 7% off  its lows, 
it still has a long climb to get 
back to break-even for the 
year. While there is plenty 
to worry about, including 
generational-worst inflation, a 
few positive signs are visible. 
The US economy is two and a 
half  years into the pandemic 
and more than a year into 
the supply chain crisis, and 
finally there are signs of  
movement in both.
The pandemic is becoming a 
non-event for most Americans, 
even as it quietly drags on. 
Daily hospitalisations and 
deaths are still meaningful, 
and cold weather could bring 
a resurgence. However, with 
most Americans immunised 
via vaccine or past infection, 
the coming winter should be 
the mildest in three years for 
this stubborn disease.
Several large technology 
companies with good vantage 
points on the supply chain 
have wrapped up earnings 
season with positive news. 

The CEOs of  both Cisco 
Systems and Applied 
Materials spoke of  easing 
supply constraints as of  their 
quarter-ends, with further 
easing into their current fiscal 
quarters.
Meanwhile, corporate 
earnings are strong. 
According to Bloomberg, Q2 
EPS was up 7.7% from the 
previous year, supported 
largely by higher revenues. 
This tells us that companies 
are able to increase prices to 
customers. It appears that 
corporations, in a supply-
constrained environment, are 
prioritising building their 
highest-margined and most 
in-demand products, resulting 
in a more-favourable mix. 
Finally, at the department 
level, managers are analysing 
every expense for waste and 
redundancy.
Despite all this, challenges 
remain, which in addition 
to inflation, COVID, and the 
supply chain include the war 
in Europe and the dampening 
effect of  higher interest rates 
on major purchases. The loss 
of  purchasing power and 
discretionary income not only 
saps the economy, it saps the 
spirit. This will lead to uneven 
GDP growth moving into 2023. 
Investors should also be aware 
that September is historically 
the worst month of  the year 
for equities.

Recommended 
Investment
LendInvest Secured Income II 
plc 6.5% 08/08/27
LendInvest plc (“Lendinvest”) 
is a specialist provider of  
mortgages to experienced 
property investors,
landlords and developers 
who are seeking to finance 
residential & commercial 

property projects in the UK.
At the core of  LendInvest’s 
offering is an end-to-end 
technology platform that 
makes it considerably easier 
than traditional options to 
invest into property loans as 
well as to borrow. LendInvest’s 
asset management platform 
comprises two elements. On 
one side investors use the 
platform to invest in property 
loans that LendInvest 
originates. On the other side, 
LendInvest provides landlords 
and developers with buy-to-
let mortgages, development 
loans and short-term property 
finance. This disruptive 

technology infrastructure 
allows it to offer competitive 
products and pricing through 
a seamless and customer-
centric process. It has enabled 
the Group to originate 
significant portfolios of  high-
quality property finance 
assets and grow its platform 
assets under management 
from £375 million as at 31 
March 2017 to £2.9 billion as 
at 31 March 2022. Backed by 
an unparalleled 13-year track 
record, LendInvest continues 
to demonstrate strong 
financial performance. 2021 
was a landmark year for the 
business - becoming a public 
company and delivering its 
most profitable results to 
date, generating gross profit 
margins of  57%.
LendInvest’s loans are secured 
by property at conservative 
loan-to-values (“LTV”) of  65-
70%. Thus, there is a good 
amount of  protection against 
a fall in property values 
should the historical LTV 
average be maintained.
This is the third bond 
that has been issued and 
the bond benefits from a 
partial 20% guarantee by 
the Guarantor, Lendinvest 
plc. The Bonds are secured 
by way of  a floating charge 
over the assets of  the Issuer 
(comprising of  a portfolio 
of  loans). In addition, the 
terms of  the Bonds contain 
certain covenants including: 
a maximum limitation on the 
weighted average LTV ratio 
(75%) an interest cover ratio 
(1.2:1) and a requirement that 
the balance of  the portfolio 
of  loans and cash must at 

all times equal a certain 
percentage of  the nominal 
amount of  the Bonds. The 
bonds are not rated by any 
credit rating agency, though 
that is not unusual in the 
retail bond market.
The bonds are traded on the 
London Stock Exchange’s 
Order Book for Retail Bonds 
(“ORB”), with prices quoted 
during normal market hours. 
The bonds can be sold before 
maturity on the ORB and 
the prices are supported by 
prominent investment firms 
in a market-making capacity. 
The bonds can be bought 
and sold in multiples of  
just £100. Interest is paid in 
two equal instalments on 8 
February and 8 August every 
year and the capital plus 
final interest will be repaid 
(provided LendInvest does not 
go out of  business or becomes 
insolvent) on 8th August 2027.
Offered at 101.25% in the 
market, the bonds are trading 
on a very attractive gross 
redemption yield of  6.2%. 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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The Technology sector has meaningfully outperformed the 
broader market in recent years. The COVID-19 pandemic in 
particular drove a major demand spike in edge devices (PCs and 
smartphones) and other products for the connected home. 2022 
has been a different story for investors. The supply-chain crisis 
was focused in electronic parts and there has been a decline in 
consumer edge-device demand as inflation sapped household 
buying power. Rising interest rates have also hit valuations. Yet 
the sector is also benefiting from cyclical, demographic, and 
secular drivers. The hybrid workplace is here to stay, and the 
PC has recaptured its once-preeminent place in the technology 
ecosystem. From a demographic perspective, up to two billion 
people worldwide are joining the middle class and prioritising 
real-time connectivity. Multiple secular drivers, including cloud, 
AI, automation, electronic vehicles & autonomous driving are 
expanding technology demand into non-traditional markets. 
Our recommended investment to tap into this theme is the Polar 
Capital Technology Trust (PCT.L), an investment trust listed on 
the LSE with a phenomenal track record (+495% over the last 10 
years).
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