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Can shares with momentum match inflation?

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

● Even central bankers have now bought into the narrative that inflation is moving
higher for a sustained period and is not merely transitory. This means that
momentum screens need to be viewed cautiously, as many of the companies
carrying over momentum from 2021, could face headwinds to earnings potential
this year. The prospect of higher interest rates will make investors reassess what
should be paid for growth stocks.

● The FTSE All Share screen is topped by Airtel Africa (AAF), a growth play on the
rapidly expanding African telecommunications and internet market.

● Next on the list, however, is wealth management firm St. James’s Place (STJ).
Another investment management firm to rank highly is Investec (INVP). These
businesses may benefit from the immensely complex investment landscape in
2022 encouraging wealthy individuals to seek out advice.

● Lloyd’s Banking Group (LLOY) would be expected to benefit from interest rate
hikes that are anticipated in 2022 to combat the rise in inflation. Should the
economy strengthen, too, as the UK emerges from the omicron wave of
coronavirus (with a new dose of natural immunity on top of the vaccines), then the
outlook may well be rosier for the lender.

● On Aim, Lok’nStore Group (LOK) is an interesting screen topper. The company
supplies self storage solutions to individual and business customers and on the
back of strong demand and improving cash flows it has grown its dividend. In an
inflationary environment such companies with fairly solid business models, in an
industry with high barriers to entry, and a rising payout can attract positive
sentiment.
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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: 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

2



3



4



© The Financial Times Limited 2022. Investors’ Chronicle is a trademark of The Financial Times Limited. “Financial Times” and “FT” are registered

trademarks and service marks of The Financial Times Limited. All rights reserved. No part of this publication or information contained within it may

be commercially exploited in any way without prior permission in writing from the editor.

Permitted Use: By purchasing this magazine, you agree that the intellectual property rights (including copyright and database rights) in its content

belong to The Financial Times Limited and/or its licensors. This magazine is for your own personal, non-commercial use. You must not use any of the

content as part of any commercial product or service, including without limitation any which reduces the need for third parties to use the Investors’

Chronicle magazine and/or website, or which creates revenue from the content, or which is to the detriment of our own ability to generate revenues

from that content. For example, you must not use any of our content in any syndication, content aggregation, news aggregation, tips aggregation,

library, archive or similar service, and you must not capture any such content, whether systematically, regularly or otherwise, in any form of database

without our prior written permission. These contractual rights are without prejudice to our rights to protect our intellectual property rights under

law.

Investors’ Chronicle adheres to a self-regulation regime under the FT Editorial Code of Practice: A link to the FT Editorial Code of Practice can be

found at www.ft.com/editorialcode. Many of the charts in the magazine are based on material supplied by Thomson Datastream Refinitiv and FactSet.

Material (including tips) contained in this magazine is for general information only and is not intended to be relied upon by individual readers in

making (or refraining from making) any specific investment decision. Appropriate independent advice should be obtained before making any such

decisions. The Financial Times Limited does not accept any liability for any loss suffered by any reader as a result of any such decision.

ISSN 0261-3115.

5


