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February was another strong month for investors as markets continued on a steady “bull run” that started in 
back in October spurred by the hope of upcoming central bank rate cuts and enthusiasm for technology 
stocks.  

Global equities returned a massive 4.94% (in sterling) largely driven by the world’s largest market, the US, 
returning 6.03%. The US has a high concentration of large ($100bn+ market cap) and Megacap ($1tn+ market 
cap) stocks some of which (Apple and Microsoft) are larger on their own than the entire UK stock market. 
Indeed, the top 20 US listed tech companies make up over a 3rd of the S&P 500 (the flagship US large cap 
index). 

While most technology stocks are booming, the stock of the moment is Nvidia, a GPU (graphics processing 
Unit – think fancy computer chips) company whose product is considered the gold standard for AI 
computation. GPUs were initially developed for the complex compute necessary to render immersive video 
game graphics. GPUs (and Nvidia) also came to the fore during the crypto craze in the late 2010’s and early 
2020’s as they were well tuned for solving the complex puzzles needed to mine tokens such as Bitcoin. 
However, it is in more recent times that GPUs have shown their true potential, as the critical component 
necessary  for the massive computing power needed to train AI models. 

AI suddenly becoming much more mainstream since the release of OpenAi’s ChatGPT, has caused businesses 
to scramble, either to produce their own AI product or at least incorporate AI into their business processes, 
both of which require a substantial investment in datacentres boosting technology spend much of which 
trickles through to Nvidia. After a blockbuster earnings, Nvidia is up nearly 30% in February alone, an insane 
rise for a trillion dollar company, now the 3rd largest in the world by market cap. 

Two other equity markets had a strong February – EM (Emerging Markets) and Japan. 

Japan rose 3.69%, adding to it’s recent hot streak, having returned 21.48% in pound sterling terms on a rolling 
one year basis, despite a 12% headwind from currency depreciation. This is a fairly overdue correction as 
Japanese stocks have long traded at a substantial discount to their western peers. There are a few reasons 
for this, a key one is Japan’s fairly stagnant growth combined with worrying demographic shift of an aging 
population. Another is their odd corporate governance with management teams hoarding cash (rather than 
investing it in growth or returning it to shareholders) or insisting on strange cross holdings e.g an industrial 
widget manufacturer owning a portfolio of golf courses. While the former issue is sadly here to stay, the latter 
has been cracked down on by the Tokyo stock exchange threatening to name and shame those businesses 
with poor capital management. This has prompted the recent rally and propelled the market to highs not 
seen for more than 30 years – long overdue! 

In EM, the story is more of a mean reversion. Stocks in emerging markets do tend to trade a discount due to 
valid concerns over their corporate governance (do YOU really own this, or does the government allow you 
too…?) as well as the volatility from currency effects, high concentration in cyclical industries (energy, 
banking, materials) and reliance on often unstable economies. However, Emerging market stocks were 
trading at a substantial (of not excessive) discount for a while, a gap that widened further in late 2023 as DM 
(Developed markets) went on a tear.  This recent EM rally is likely the start of a shift back to a fairer 
comparative valuation, but these things are never smooth, so expect some volatility along the way. 

The rest of the investing world was fairly muted in February. The UK stock market returned a paltry 0.44%, 
lagging Europe’s solid 2.69%.Fixed income returns were generally poor due to greater anticipated delay 
before the long awaited rate cuts. The Gilts index returned -1.29%, corporate bonds returned -0.64 while 
cash, index linked bonds and high yield bonds returned 0.36%, 0.26% and 0.39% respectively. 

Finally, property also had a poor month, moving in similar line to fixed income due to its often high debt 
levels. The UK direct holdings benchmark was down 0.74% while the listed real estate index dropped 4.22%. 

The Balanced model returned 1.78%, a bit behind the benchmark (PIMFA Balanced) return of 2.09%. This 
return was driven by our exposure to global equities (rather than the larger UK equity focus of the benchmark) 
but parred by valuation timings as well as underperformance from our UK equity and property funds. 

We haven’t made any significant changes to the Balanced model portfolio this month. We continue favour 
higher quality and shorter dated bonds in our fixed income portfolio along modest global equity exposure. 
We maintain a 15% position in the JOHCM UK equity income fund to capture the substantial discount we see 
in the traditional “deep value” parts of the UK market. 

 We also retain a small position in the CT property fund, as we continue to see value in this down beaten asset 
class as shown by the depressed prices in commercial properties and large net asset value discounts in listed 
real estate trusts. 

The Balanced model remains well ahead of its benchmark on a 1yr and 3 yr basis, returning 9.46% and 22.8% 
respectively (vs 8.83% and 16.77% for the benchmark). 


