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Three important things in this week’s magazine

There isn’t a one-size Know where to look Dividend reinvestment

fits-all approach to when interest rates stop can be a great way to
investing in a pension. going up. build wealth.

We all have different risk We explore certain parts of You’ll need to be patient and
appetites and time horizons, the market that could see a let compounding do its magic,
and they should help guide share price rally once central yet history suggests this is one
your investment decisions. Our banks indicate they’ve reached of the most effective ways to get
main feature this week contains the peak of the current rate rich over time.

eight investment ideas. rise cycle.

Visit our website for more articles

Did you know that we publish daily news stories on our
website as bonus content? These articles do not appear
in the magazine so make sure you keep abreast of market
activities by visiting our website on a regular basis.

Morgan Stanley raises forecasts

Over the past week we've written a variety of Nnews stories ¢, roqa after being impressed by

online that do not appear in this magazine, including: supercomputer Dojo

Director deals: Busy time for Direct Line shares jump most on Computacenter tops mid-cap
Diageo directors and record despite dividend drought leaderboard after better than
JD Wetherspoon boss expected first half
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Oil surge is reigniting fears
over inflation as Brent hits

S91 per barrel

The decision by Russia and Saudi Arabia
to extend production cuts could make
central bank rate decisions tricky

he decision of Saudi Arabia and Russia
to extend their current output cuts has
helped Brent crude oil prices reach $91
per barrel for the first time this year.

While a potential boon for energy companies
listed in the UK and elsewhere, the development
threatens to be an inflationary pressure which
investors need to follow closely.

Brent, the international benchmark for oil,
is up around 25% since the end of June to nine-
month highs.

The latest catalyst was the news on 5 September
that Saudi Arabia and Russia had agreed to
continue with export and production quotas
through to the end of the year.

Saudi Arabia’s one million barrel per day cut has
been in place since July and has been extended
twice already. Russia has trimmed 300,000 barrels
of oil per day from its exports.

The market had expected an extension but not
of this length and the announcement helped push
oil sharply higher as it implied both the Saudis and
Russia are committed to maintaining high prices.

Brent crude oil
($)

Apr May Jun Jul Aug Sep
2023

Chart: Shares magazine * Source: LSEG

US crude oil inventories

(Millions of barrels)

Oct Jan Apr Jul
2022 2023

Chart: Shares magazine * Source: LSEG

The other driver for oil has been a substantial draw
on US stockpiles of crude in recent months — a trend
which has accelerated in the last few weeks.

Over the past month shares in the London market’s
two big oil firms — BP (BP.) and Shell (SHELL) — are up
6.6% and 3.5% apiece. BP’s greater advance reflects
its bias towards oil when compared with Shell’s key
focus on natural gas.

The surge in oil has implications beyond the energy
space. Rupert Thompson, managing director at
wealth manager Kingswood, observes: ‘Oil is poised
to complicate the recent story of a marked fall in
headline inflation. Whereas energy prices have
recently been a major factor driving headline inflation
down, as last year’s sharp rises have dropped out,
they now look set to push it up somewhat’

Typically, central banks focus on core inflation —
which strips out the impact of volatile inputs like food
and energy prices — however, the wider context is not
something they can ignore entirely.

For the Federal Reserve, higher oil prices carry less
weight because the US is a net exporter of energy.
However, central bankers in the UK and European
Union —looking ahead to renewed pressures this
winter — cannot afford to be as sanguine. This is
the somewhat unhelpful backdrop to forthcoming
interest rate meetings of the Fed and Bank of England
on 20 and 21 September respectively. [TS]
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Could Restaurant
Group’s leisure
disposallead to a
full break-up?

Arguably the leisure businessis being
sold after most of the heavy lifting has
been done

hares in Restaurant Group (RTN) have

been on a tear over the last nine months,

gaining 84% after positive trading

updates and a strategic review of the
business prompted in part by activist investors
pushing for change.

The company has now agreed to offload its
underperforming leisure division (principally
Frankie & Benny’s and Chiquitos) to the Big Table
Group which operates brands including Café Rouge,
Bella Italia and Las Iguanas.

Selling a business usually involves the buyer
forking out cash, but in this instance the seller is
paying the buyer £7.5 million to take the business
off its hands.

Restaurant Group’s share price rallied 6% on the
news as the sale is expected to accelerate margin
expansion by more than 1% in the first year after
completion (expected end of October) and remove
around £50 million of lease liabilities from the
balance sheet.

There was also some relief that the company
wasn’t forced to sell its better-performing brands to
tempt potential buyers for the leisure business.

Leisure analyst Greg Johnson at Shore Capital
described the sale as a ‘significant milestone’ for
the group. The disposal removes a financial drag
and gives management more time to focus on the
growing parts of the business, namely Wagamama,
the Brunning & Price posh pubs and the airport
concessions.

The big question now for investors is whether
the leisure arm sale and the stepping down of
chairman Ken Hanna earlier in the month is enough
to appease activist investor Oasis Management.

On the same day as the proposed sale was

Restaurant Group
(p)

2014 2016 2018 2020 2022

announced Oasis revealed it had increased its
shareholding in Restaurant Group to just under 16%
from 9%. It is possible the activist could push for a
wider break-up of the group.

According to group editor Mark Wingett of
industry intelligence group Propel, investment
bank Lazard & Co which advised on the leisure sale
has also done some work on the potential sale of
Brunning & Price but concluded the business would
not fetch fair value which is thought to be around
£220 million.

Analysts at Liberum updated their sum-of-the-
parts model which places a multiple of 10 times
EBITDA (earnings before interest, tax, depreciation
and amortisation) on the pub estate, implying
a value of £200 million. Liberum estimates
Restaurant Group is worth 75p per share on
the same basis, compared to a 49.2p share
price at the time of writing.

Speculation may now turn to the concessions
business with possible interest coming from
outsourced catering company Compass (CPG) and
food travel expert SSP (SSP).

A strong recovery in passenger volumes at UK
airports saw the group’s concessions arm record a
150% rise in first half EBITDA to £6.8 million. [MG]
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Burford Capital’s
S16 billion court
winisnotadone
deal

We look at what the decision could mean
for the litigation funding firm

n 8 September, investors in litigation

finance provider Burford Capital

(BUR:AIM) were treated to a 22%

spike in the share price to a four-year
high of £13.43 following a landmark US ruling on
its largest case.

For the past eight years Burford has been
pursuing a legal case against Argentina for damages
on behalf of several plaintiffs after their shares in
YPF, the former state-owned oil producer, were
renationalised in 2012.

The US District Court for the Southern District
of New York judged that by law the Argentine
government should have tendered for YPF shares
in April 2012, rather than requisitioning them,
and that as well as repaying the capital it should
pay interest at a simple rate of 8%, which in round

numbers makes the judgement worth $16 billion.

Burford described the ruling as ‘a complete win
against Argentina at the high end of the possible
range of damages’.

While Burford didn’t quantify what the
decision means in terms of its own income,
analyst Julian Roberts at Jefferies estimates the
firm is entitled to around $6.3 billion or $28.77
per share compared with a share price of around
$16.05 for the US-listed version of the shares as
of 11 September.

However, Burford has warned shareholders
this isn’t the end of the issue as the Argentine
government has already signalled it will appeal the
decision, meaning the plaintiffs will either have to
reach a negotiated settlement — which could be
for a lot less than $16 billion — or they may have to
engage in a lengthy ‘enforcement campaign’ and
further legal proceedings. [IC]

Under the triple-lock guarantee the state pension rises by the
highest of average earnings growth, inflation or 2.5% each year

unlikely to be higher.

The old state pension is set to rise
by 8.5% in April 2024, equating
to an extra £13.30 per week or
£691.60 a year to £8,814. The new
state pension should increase by
an extra £17.35 a week or £902.20
ayearto £11,502.

The Government uses the
triple lock system to decide on
the rate of growth in the state

pension each year, taking the
highest of average earnings,
inflation or 2.5%.

It looks at the seasonally adjusted
pay growth for the three months to
July for the earnings component
and CPI data in September as the
inflation figure. Earnings grew by
8.5% for the three-month period
and the next inflation reading is

Had the new state pension
increased in line with either
inflation or wages since 2011, it
would be worth around £180 per
week today - meaning the triple
lock policy has added an extra £11
billion a year to public spending,
according to the Institute for
Fiscal Studies. [SG]
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News

Without fanfare, Berkshire
Hathaway shares have
climbed to all-time high

Average annual gain of nearly 20% since

1965 is double the benchmark

Moving

HIGHER
L > |

While investors have been fretting

over the direction of interest rates,

the rise in crude oil prices, the
state of the US consumer and
any number of other things in
recent weeks, the B class shares
in investment giant Berkshire
Hathaway (BRK.B:NYSE) have
sailed serenely to a new all-time
high of $363 almost completely
undetected.

Since 1965, when Warren
Buffett - the so-called Sage
of Omaha - took control of the

business, shareholders have
enjoyed a gain in Berkshire's

A shares of a mind-blowing
4,400,000% or an average
compound annual return of 19.8%
compared with 9.9% for the S&P
500 index.

Just this year, Berkshire's B class
shares have risen almost a quarter
from their mid-March low of $293,
even though the group’s biggest
holding - in iPhone and computer
maker Apple (AAPL:NASDAQ) -
has been trading sideways for

How deal-hungry CVS
became a dog with fleas

Acquisitive veterinary group left firmly in the
doghouse after regulator launches industry probe

Shares in acquisitive vet services
provider CVS (CVSG:AIM) are
down 23% year-to-date following
a savage sell-off triggered by
the launch of a Competition and
Markets Authority review into the
UK pet industry, prompted by an
uptick in vet prices driven

represent ‘the most significant
proportion of our cost base’ and
its pricing reflects this situation
and other inflationary pressures
experienced in recent years.
The CMA probe is potentially
unhelpful for pet food-to-toys
purveyor Pets at Home

by industry consolidation.
In response to the

review (7 September],

CVS highlighted

the ‘significant

shortage’ of vets in

the UK and stressed

that employment costs

(PETS) too, since one-
third of the retailer’s
profits are exposed to

However, Shore

Capital senses the

company might not
be the real focus of

the veterinary industry.

Berkshire Hathaway
®)

2019 2020 2021 2022 2023

Chart: Shares magazine + Source: LSEG

several months.

True to form, Buffett ignores
the hoopla, preferring to quietly
clip the coupons on Berkshire's
vast investment portfolio, which
includes big dividend payers like
Chevron (CVX:NYSE), Citigroup
(C:NYSE) and Johnson & Johnson
(UJNJ:NYSE),
and reinvest the
proceeds in buying
back its own
stock. [IC]

CVS
P

Oct Jan Apr Jul
2022 2023

Chart: Shares magazine + Source: LSEG

the investigation. It adds: ‘Pets

at Home has actively sought to
innovate within the veterinary
sector, exemplified by the
Vets4pets care plan - a cost-
effective scheme covering routine
care and insurance. Furthermore,
Pets at Home adopts a more
conservative investment approach
per clinic, which mitigates the
pressure to deliver immediate
returns, distinguishing it from its
corporate-led peers. [JC]
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UK
UPDATES
OVER THE
NEXT 7
DAYS

FULL-YEAR RESULTS
September 18:

City of London
Investment Group,
Enteq Technologies
September 19:
Hargreaves Lansdown,
Mcbride, Naked Wines,
September 20:
Galliford Try,

Dunelm, Transense
Technologies
September 21:

Fonix Mobile, CVS,
DFS Furniture

HALF-YEAR RESULTS
September 18:

Futura Medical,
HGCapital Trust,

Greencoat Renewables,

S4 Capital
September 19:
Kingfisher, Trustpilot,
Maintel Holdings,
Concurrent
Technologies,
Good Energy, CPP,
MyHealthchecked,
Fintel, Henry Boof,
Jadestone Energy,
Billington, Surgical
Innovations,
Northcoders, Xaar

g
Can Next boost its slowing sales

growth? Here’s what to expect

from its results

Retailer Next (NXT) has managed
to eke out an impressive 20% share
price gain in 2023 despite all the
pressures on household budgets as
it has continued to deliver sector-
leading performance.

Investors will be hoping for more
of the same when it posts first-half
results on 21 September. These
numbers will have wider resonance
as Next is seen as a bellwether for
the retail sector. Unlike some of its
rivals Next has managed to keep pace
with changes in the industry.

Chief executive Simon Wolfson
makes a habit of being extremely
conservative with guidance —
understanding the well-worn
principle that it’s better to under-

September 20:
Advanced Medical
Solutions, Ten
Entertainment,
Oxford Biomedica,
Judges Scientific, M&G,
Destiny Pharma
September 21:
Chesnara, Strix, Aquis
Exchange, Next,

JD Sports Fashion

TRADING
ANNOUNCEMENTS
September 15:
Alpha Real Trust
September 21:
Halma, Investec

promise and over-deliver as a public
company.

On 3 August Next served up a
second upgrade to full-year profit
guidance in as many months, with its
pre-tax profit forecast for the year to
January 2024 lifted by £10 million to
£845 million. This was underpinned
by solid trading in its second quarter
to 29 July with full price sales up
6.9% year-on-year.

Less encouraging was a significant
slowing in sales growth in the last
six weeks of the quarter. Investors
will be watching closely to see if that
trend has continued in more recent
trading. [TS]

What the market expects of Next

EPS Revenue

() (Ebn)

Forecast for year to Jan

2024 536 5.36
Forecast for year to Jan
2025 568 16|
Next
)
Oct Jan Apr Jul

2022 2023
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News:

-

While General Mills (GIS:NYSE) has
largely managed to keep sales afloat
in 2023 with price increases, investors
have grown increasingly concerned
about a lack of volume growth.

These concerns have affected many
of the company’s food producer peer
group but General Mills’ shares have
chalked up among the largest losses.

The company makes and markets
breakfast cereals Cheerios and Lucky
Charms in partnership with Nestle
(NESN:SWX) alongside a range of
snacks, meals, frozen desserts and
baking products. Key brands include
Nature Valley, Hdagen-Dazs, Yoplait
and Old El Paso. General Mills also has
a growing footprint in pet food.

In late June it posted a mixed fourth
quarter update. Earnings were

General Mills
)

Oct Jan Apr Jul
2022 2023

Chart: Shares magazine * Source: LSEG

\

Cheerios maker General Mills’
shares are under pressure
ahead of earnings report

The food producer has seen significant sales
volume declines as prices have been rising

slightly ahead of expectations
but gross margins eased as the
business was hit by cost inflation
which it could not fully pass on to
customers.

More worryingly for investors,
volumes fell substantially. Shoppers
seem to be trading down to cheaper
unbranded alternatives and the
trend of people eating in during the
pandemic has reversed as people are
able to frequent restaurants again.

For the current financial year, the
company is guiding for earnings per
share rising 4% to 6% and organic net
sales up 3% to 4% with cost inflation of
5%, mainly driven by wages.

General Mills’ management face
a difficult challenge of trying to lift
volumes while not sacrificing too much
on price —the market will be closely
watching how this conundrum is being
handled when it reports first quarter
numbers on 20 September. [TS]

What the market expects of
General Mills

EPS Revenue
6] ($bn)

Q1 (to end of August) 1.09 49

Table: Shares magazine + Source: Yahoo Finance

US
UPDATES
OVER THE
NEXT 7
DAYS

QUARTERLY RESULTS
September 18:

Eaton Vance
September 19:
AutoZone, Apogee,
Steelcase

September 20:

FedEx, General Mills,
KB Home, H B Fuller
September 21:

Darden Restaurants,
FactSet Research, AAR,
Scholastic, Valneva,
Deep Yellow
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GreatlIdeas:

Buy Keywords Studios now while its

share priceis depressed

Despite raising equity to part fund
acquisitions, earnings per share have
increased by almost 20 times since 2013

Keywords Studios

(KWS:AIM) £12.76

Market value: £1 billion

eading outsourced service provider to the

global gaming industry, Keywords Studios

(KWS:AIM) is one of the most successful

companies to float on AIM, growing from
a £50 million market valuation to its current size of
£1 billion.

Growth stocks went out of favour when interest
rates shot up, hence why its shares have struggled
recently. Over the last two years the share price
has more than halved from a high of £32 while
the PE (price to earnings) ratio has fallen by 77%
to the current rating of 10.9 times expected 2023
earnings per share and 9.8 times next year’s EPS,
according to Stockopedia and Refinitiv data.

We believe the PE now undervalues Keywords’
growth opportunity and dominant market position,
presenting savvy investors the opportunity to
invest in a great business at a great price.

Despite having a market share of just under 6%
Keywords is more than three times the size of its
nearest competitor according to Numis.

Although it is harder to pin down competitive
advantages for service providers compared with
companies that own intellectual property or
strong brands, Numis believes Keywords’ scale and
breadth convey certain advantages.

As the largest provider in a relatively immature
market, reputation is an important differentiator.
Over many years Keywords has regularly made
acquisitions, spending around €600 million to gain
access to a wide range of niche skills as well as
broaden its geographical spread. This has brought
the company significant cross-selling opportunities

Keyword Studios
(p)

2014 2016 2018 2020 2022

Chart: Shares magazine * Source: LSEG

and insight into client needs.

A good example of one of Keywords’
differentiated services is its beta game testing. It
comprises a community of 20,000 gamers who have
signed a non-disclosure agreement to test games
just before they go live and give valuable insight to
video game creators.

The company’s services include localisation of
content which helps game makers launch into
multiple markets and languages simultaneously.

Over the medium-term management believes
it can grow annual sales by 10% organically
augmented by acquisitions while achieving an
adjusted pre-tax margin of around 15%.

First-half results published on 12 September
saw a 19% increase in revenue (10% organic) and
adjusted operating profit was 5% ahead. However,
the shares fell after the company flagged that US
entertainment strikes could impact organic growth
in the second half of 2023 by 2% to 2.5%.

Excluding the impact which largely depends
on how long the strikes persist the company said
second half organic growth is expected to be in
line with the first. The strikes are a risk to consider,
yet the current depressed price presents a great
opportunity for someone with a long-term view to
invest in a quality compounder. [MG]
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GreatIdeas:

Why it is time for investors to turn to
JPMorgan Japanese

This trust is a great way to tap into Japan’s structural economic transformation by
investing in high-quality innovative growth companies

JPMorgan Japanese
Investment Trust

(JFJ) 480p

Market value: £725 million

n 8% share price discount to net asset
value on JPMorgan Japanese (JFJ)
presents a compelling entry point for
a capital growth-focused trust with a
strong long-run performance record.

It has a portfolio packed with quality Japanese
growth companies with good governance.

Yen weakness hasn’t been helpful to sterling-
based investors this year, but this could be
changing with the yen rallying and the fund’s
performance picking up.

Quality-growth names are finding favour with
investors again in a rising market to which Warren
Buffet has increased exposure. Luca Paolini, chief
strategist at Pictet Asset Management, describes
Japanese stocks as ‘a bright spot in an otherwise
uninspiring global equity market’.

Shares believes JPMorgan Japanese is a savvy
and cost-effective vehicle to gain exposure given
ongoing charges of 0.68% are the lowest in the
Association of Investment Companies’ Japan sector.

Japanese equities are attractively valued relative
to global peers, the market remains under-owned
and ongoing corporate governance reforms are a
major reason to be bullish on the country, whose
economy is being boosted by the belated ending of
Covid restrictions combined with modest inflation.

The Japanese government has committed
to improving return on equity and shareholder
engagement in order to stimulate economic
growth and cash-rich Japanese companies are
becoming more focused on shareholder returns,
offering a powerful market re-rating catalyst.

JPMorgan Japanese’s managers Nicholas
Weindling and Miyako Urabe are based in Tokyo
along with a large team of analysts, which is a key
competitive advantage.

Cumulative share price and net asset value
returns have exceeded the TOPIX benchmark this
past decade, though the fund has underperformed
on both measures over one and five years with its
quality-growth style suffering in a tricky 2022.

The positive news is the style has found favour
in a rising market in 2023 and last year’s sell-off
lowered the valuation of the underlying portfolio,
which is now ripe for a re-rating.

JPMorgan Japanese offers exposure to
themes including automation, digital innovation,
demographic change and world class consumer
brands through its portfolio of great companies
with high market shares and margins, healthy free
cash flow and strong pricing power.

The largest holdings include automation sensors
leader Keyence (6861:TYO) and digital innovation
play GMO Payment Gateway (3769:TYO). Other
stakes include consumer brands Sony (6758:TYO)
and Nintendo (7974:TYO) as well as bicycle gears
specialist Shimano (7309:TYO) and Uniglo-owner
Fast Retailing (9983:TYO).

Prospective investors are also buying exposure
to Recruit (6098:TYO), the country’s number one
staffing agency, and incontinence products maker
Unicharm (8113:TYO). [JC]

JPMorgan Japanese
(p)

2014 2016 2018 2020 2022

Chart: Shares magazine * Source: LSEG
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Allianz Technology Trust PLC

Award-winning expertise from the heart of Silicon Valley

Technology is a sector like no other. Fast-changing, complex and with the potential to change the world,
it can take the in-depth knowledge of a true expert to distinguish the disruptors from the disappointments.
The award-winning Allianz Technology Trust is managed in San Francisco, the gateway to Silicon Valley,
where a great number of the world’s leading tech firms are headquartered. Our experienced team
capitalises on the research resources of Allianz Global Investors to seek out major trends ahead of the
crowd, and our California location enables close and regular contact with many of the tech companies
identified as having the potential for long-term growth. To learn more or to register for regular insights
from Silicon Valley, please visit our website and find out what technology could do for your portfolio.

www.allianztechnologytrust.com

INVESTING INVOLVES RISK. THE VALUE OF AN INVESTMENT AND THE INCOME FROM IT MAY
FALL AS WELL AS RISE AND INVESTORS MAY NOT GET BACK THE FULL AMOUNT INVESTED.

A ranking, a rating or an award provides no indicator of future performance and is not constant over
time. You should contact your financial adviser before making any investment decision. For further
information contact the issuer at the address indicated below. This is a marketing communication is-
sued by Allianz Global Investors UK Limited, 199 Bishopsgate, London, EC2M 3TY, www.allianzglo-
balinvestors.co.uk. Allianz Global Investors UK Limited company number 11516839 is authorised and
regulated by the Financial Conduct Authority. Details about the extent of our regulation are available
from us on request and on the Financial Conduct Authority’s website (www.fca.org.uk). The duplica-
tion, publication, or transmission of the contents, irrespective of the form, is not permitted; except for
the case of explicit permission by Allianz Global Investors UK Limited.

Allianz @)

Global Investors
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Great Ideas Updates

Clarity over new manager gives
International Biotechnology Trust

a welcome boost

Schroders will take over the day-to-day
running of the trust

International
Biotechnology Trust
(IBT) 650p

Gain to date: 4.8%

We said to buy shares in International
Biotechnology Trust (IBT) on 1 June 2022 at 620.1p
as there was an opportunity to buy cheaply into a
sector that had been heavily sold off.

Biotech can be a high-risk place to invest and
so using an investment trust or fund is often a
better way to get exposure as the risks are spread
across a portfolio of holdings rather than betting on
a single stock.

WHAT HAS HAPPENED SINCE WE SAID TO BUY?
On 13 February 2023, investment adviser SV Health
gave notice that it would no longer manage the
investment trust, standing down from 9 February
2024 or earlier if agreed by the relevant parties.
SV Health said it wanted to focus on its core
healthcare venture business.

The news caused International Biotechnology’s
share price to fall 10% over the space of a month.

On 3 August, International Biotechnology
announced Schroders would be its new manager,
with existing fund managers Ailsa Craig and Marek
Poszepczynski moving over.

The trust will be run with the same approach and
dividend policy, while benefiting from Schroders’
marketing and distribution strength. The ongoing
charge is expected to marginally reduce in 2024
(currently 1.4%), and further over time.

The discount to net asset value on the shares
has narrowed from 10% to 6% and Numis believes
it could narrow further given the clarity over the
future management, among other factors.

International Biotechnology Trust
(p)

2022 2023

Chart: Shares magazine * Source: LSEG

WHAT SHOULD INVESTORS DO NOW?

Numis analysts believe biotech could come back
into favour, commenting: ‘We believe the outlook
is positive with key drivers of returns being strong
innovation and an uptick in US Food and Drug
Administration approvals, an ageing population and
rising middle class, as well as attractive valuations
which may be crystallised by M&A activity as big
pharma seeks to fill holes from patent cliffs by
acquiring innovation.

Shares retains a positive view on International
Biotechnology and sees it as a good trust to own
as part of a diversified portfolio. Keep buying the
shares. [SG]
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——— ADVERTISING FEATURE ——

Schroders

The new meme stock craze
likely to end in tears in Asia

Some sectors in Asia are seeing bubbles emerge.
Just as with the US meme stock craze, it's not likely
to have a happy ending for many over-exuberant
retail investors.

Bubbles are appearing in certain sectors in Taiwan and
Korea. In the latter case, it resembles the US meme
stock trend that resulted in the dramatic rise and
decline in shares such as Gamestop.

ARTIFICIAL INTELLIGENCE IN T-AI-WAN

In Taiwan anything considered an artificial intelligence
(Al) play has recently been rapidly inflated by retail
investors.

In particular, basic box assembly companies and
contract manufacturers like Quanta, Wistron and
Inventec rose 50% in July alone, according to Factset.
Their share prices have more than doubled year-to-
date. In the case of Wistron, its share price has more
than quadrupled over the period.

All three companies, among other products,

assemble Al servers. Asian retail investors now seem to
believe this will change their businesses to a dramatic
extent. This is unlikely in our view.

Assembling an Al server will not be so different from
assembling a traditional server. And considering Al
servers are far more powerful, we believe the overall
volume of servers to be assembled may actually fall.

All three companies have consistently had very thin
operating margins on their assembly business of 1-2%,
reflecting the low value added nature of what they
actually do.

We don't doubt that Al is a potentially ground-
breaking technology, but it's still in its relative infancy
and applications are still to be defined.

The scientist and futurist Roy Amara stated that “we
tend to overestimate the effect of a technology in the
short run and underestimate the effect in the long
run”. This has become known as Amara’s Law. We
believe that with this in mind, we are currently running
close to the peak of inflated expectations when it
comes to supposed Al stocks in Taiwan at least.

Al AND SERVER NAMES IN TAIWAN — PEAK OF INFLATED EXPECTATIONS?



https://www.ajbell.co.uk/market-research/LSE:ATR

“MR BATT-MAN” AND KOREAN EV MANIA

In Korea the retail fervour appears even more irrational
and is more akin to the meme stock craze we saw in
the US.

The Korean retail investor has become fixated with
perceived electric vehicle (EV) battery plays. This is
all on the back of US regulations under the Inflation
Reduction Act to encourage onshore investment in
the sector and also to exclude Chinese battery names
from the US market.

This has led to a Korean retail buying spree in
the sector all encouraged by a questionable online
“red-hot stock” tipster who calls himself “Mr Batt-
Man" - or “Mr Battery” - and who now has a huge
retail following.

This has led to some quite extraordinary moves
in selected stocks in Korea, with thematic names
like Ecopro, Posco Future M, Ecopro BM and Posco
(despite being 80% a steel company) all doubling since
end March and rising 60-70% in July alone.

We have no doubt this will end in tears. Korean
market turnover on several days in July was close to
the highest in history (for the KOSDAQ index it has
exceeded past highs), with 40-50% of the turnover
concentrated in just four or five battery names.
Intraday moves in battery stocks have also been wild

IMPORTANT INFORMATION

This is a marketing communication.

Past performance is not a guide to future performance and may
not be repeated. The value of investments and the income from
them may go down as well as up and investors may not get

back the amounts originally invested.

The material is not intended to provide, and should not be
relied on for, accounting, legal or tax advice, or investment
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individuals to whom they are attributed and may not necessarily

MR BATT-MAN’S EV PICKS HIT THE BIG TIME

and volatile.

It is all the more perplexing for us as, while we can
understand the retail fervour in Al-related stocks
given the global hype, in the EV battery space thisis a
uniquely Korean concept.

Elsewhere in the region, battery names are weak as
investors worry about slowing EV demand in China
and huge industry overcapacity in the battery space,
most especially in cathodes, anodes and separators
(the stocks being ramped by Mr Batt-Man).

This article was authored by Robin Parbrook, the
Fund Manager of the Schroder Asian Total Return
Investment Company, an investment trust designed
to take an ‘all-weather’ approach to investing in
Asia. The Trust invests on an unconstrained basis
with a unique hedging strategy designed to reduce
risk and protect returns in a market that can be
very volatile.

Click here to find out more about the trust

represent views expressed or reflected in other Schroders

communications, strategies or funds.

For help in understanding any terms used, please visit

www.schroders.com/en/insights/invest-i

education-hub/glossary/

We recommend you seek financial advice from an Independent
Adviser before making an investment decision. If you don't
already have an Adviser, you can find one at

www.unbiased.co.uk or www.vouchedfor.co.uk.

Before investing in an Investment Trust, refer to the prospectus,
the latest Key Information Document (KID) and Key Features
Document (KFD) at www.schroders.co.uk/investor

or on request.

Issued by Schroder Unit Trusts Limited, 1 London Wall Place,
London EC2Y 5AU. Registration No 4191730 England. Authorised
and regulated by the Financial Conduct Authority.



https://www.ajbell.co.uk/market-research/LSE:ATR
https://www.ajbell.co.uk/market-research/LSE:ATR

FEEDING
YOURPENSION

INVESTMENT IDEAS

for peopleinwork
orretirement

t can be hard to look past day-to-day cares
and worries and give proper thought
to achieving a financially comfortable
retirement. However, if you want to enjoy
a decent quality of life after you bring your career
to a close then you must devote more attention to
your pension.
Investment trusts, held within a SIPP (self-
invested personal pension), can be a useful vehicle

By Tom Sieber Deputy Editor

to help you achieve your goals. They trade on the
stock market just like normal stocks and shares,
they are easy to buy and sell and they typically
have a good deal of transparency.

In this article we identify eight products — four
suitable for those building up their retirement pot
and four for those already in retirement. Read on
to discover the trusts in question and why they
earn a place in our two separate portfolios.
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FOUR TRUSTS FOR BUILDING UP YOUR PENSION POT

Assuming you have at least a decade to go
until you retire then your priority should

be on growing your retirement pot as much
as possible. For this reason, it is worth taking

on a little more risk in order to achieve a
higher level of return. In our view the
following collection of trusts achieves this
in a balanced way.

Four trusts for building up your pension pot

Discount
to NAV

Polar Capital Global Healthcare
Strategic Equity Capital
JPMorgan Emerging Markets
Allianz Technology Trust

Table: Shares magazine + Source: Morningstar

POLAR CAPITAL GLOBAL
HEALTHCARE (PCGH)

BUY AT 323,9P

HEALTHCARE IS AN attractive sector from an
investment perspective. Demand for healthcare
is inelastic and, to an extent, is immune to the
vicissitudes of the wider economy.

Another point in its favour for someone with a
lengthy investment timeframe is the favourable
demographics in the Western world which is seeing
its population get progressively older and require
more medical interventions.

Polar Capital Global Healthcare is an effective
way to play the theme with a strong long-term

Polar Capital Global Healthcare
(p)
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Chart: Shares magazine * Source: LSEG

10-year
annualised
total return

Ongoing

Yield charges

track record. It is a concentrated portfolio with just
43 holdings and has a high active share (a metric
which shows how much its holdings deviate from
the benchmark) of 80.8%.

It holds one of the top performing pharma
names of 2023, Eli Lilly (LLY:NYSE), which has
been propelled higher by the development of new
treatments for two of the globe’s biggest public
health issues in obesity and Alzheimer’s, as well as
investing its UK-listed peer AstraZeneca (AZN).
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STRATEGIC EQUITY CAPITAL
(SEC)

BUY AT 308.5p

IF YOU ARE investing for the long term your
portfolio needs to be able to cope with several
different economic and market cycles.

The approach of Strategic Equity Capital should
help with these ups and downs given manager Ken
Wotton’s emphasis on reviewing his portfolio to
ensure it is suited to the prevailing environment.

Strategic Equity Capital
(p)

2014 2016 2018 2020 2022

Chart: Shares magazine * Source: LSEG

JPMORGAN EMERGING
MARKETS (JMG)

BUY AT 106.6p

EMERGING MARKETS ARE at a different stage
of their development and this means they
have greater growth potential than developed
economies. Their more youthful demographics also
create a compelling dynamic.

These markets can be more volatile but
with time on your side you can ride out bumps

