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Mining supercycle gathers momentum

Momentum strategies show persistent outperformance. We run our Alpha momentum screen
across three indices: FTSE All-Share, All Small and Aim

● Sentiment is very positive towards the prospects for mining companies. Not only
are the metals and materials they source essential to economic recovery and
transitioning to a lower carbon  energy mix, commodities are a natural hedge
against rising inflationary pressures. This month, Anglo American (AAL),
Glencore (GLEN) and Antofagasta (ANTO) all passed seven of eight tests on our
earnings upgrade momentum screen. They are all expected to deliver bumper
earnings growth in the next financial year, which is perhaps why they all fail the
test that analysts should forecast year-on-year earnings growth the following
year, too.

● Of the smaller FTSE all share constituents that score well against our rules for
large cap companies, Clipper Logistics (CLG) is also a star against the tests for
smaller companies that are run against the FTSE All Small Companies list.  Its
e-fulfillment and returns services have done well in the pandemic mail order boom
and clearly the market is confident it can continue to thrive as more people spend
on ‘going out’ wear, and return it, as the lockdowns ease.

● Five Aim-listed companies get full marks on the small cap tests. These include
Sylvania Platinum (SLP), which is another play on precious metals demand and
possible inflation. There is also Panoply Holdings (TPX), a technology services
company with segments in consulting, software development and automation.

● Perfect marks for the Mortgage Advice Bureau (MAB1) is interesting. The
housing market has been strong which is good for business but there are plenty of
uncertainties to navigate.

● Impax Asset Management (IPX) and Ergomed (ERGO), which provides drug
development services to the pharmaceutical industry, also score 8/8.
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Great expectations
The Alpha momentum screens apply the idea of momentum not only to share

price performance, but also to expected profit growth. The screen looks for

strong forecast earnings per share (EPS) growth, but more importantly it looks

for an improving trend in broker expectations. Indeed, EPS forecast upgrades

can be considered the screen’s primary focus.

Source: Refinitiv, Investors Chronicle

The Alpha momentum screen is conducted separately on constituents of the

FTSE All-Share, FTSE All Small and FTSE Aim All-Share indices, with the results

from each screen reported in separate tables. The screen looks for stocks

displaying three characteristics, each of which are tested using a few different

criteria.

● Earnings upgrade momentum: earnings per share (EPS) upgrades over the past

12 months of at least 10 per cent for both the current financial year and next

financial year.

● Earnings momentum: Forecast EPS growth of at least 10 per cent in the current

financial year and next financial year.

● Price momentum: Studies have found that the longer price momentum has

persisted the more likely it is to be ‘stale’ and set to reverse. The Alpha momentum

screen tests for strong share price performance over four different periods, which

helps check price momentum remains fresh.

Stock screen and methodology by Algy Hall
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