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Santa Claus and the missing chimney…. 
 

 

 

Yes it’s that magical time of year again. Children of all ages excitedly listen for the sound of sleigh bells heralding 

Santa’s night time arrival and traditional passage down the chimney bearing those longed for presents. Which got 

us thinking. With the decline in traditional fire places, new building regulations, household security systems and 

neighbourhood watch schemes, just how does Santa do it?   

 

Shopping habits have fundamentally changed with the use of smart phones and tablets and retailers offering a 

‘click and collect service’. Is this the answer? Perhaps Santa uses the internet?  Perhaps virtual servers using the 

‘cloud’ process children’s toy requests and co-ordinate his global logistics network. He may have even gone one 

better and totally outsourced logistics. Perhaps, Rudolph and the other reindeer have been given a break and 

unbeknown to young children Santa has employed a secret army of logistic personnel (parents).He clicks and they 

collect! This might explain why Santa is never seen on Christmas night, or is it because he moves too fast for the 

CCTV cameras?  

 

UK retailers have been only too happy to copy the US Black Friday on-line sales event in November but some, along 

with their logistics partners now look to have developed something of a hangover with doubts over whether some 

goods will be delivered in time for Christmas Day. Perhaps they could learn from Santa Claus plc? Those retailers 

with a strong ‘click and collect’ capability look better placed to avoid upsetting customers and take market share.   

 

What have we been watching? 

 

It feels as if 2014 has been a pretty challenging year particularly with the significant recent fall in oil prices. Just 

how carefully UK investors have had to tread this year has been highlighted by a report in the FT which says that 

out of the UK’s largest 350 quoted companies some 87 issued profit warnings  – that’s worse than 2008 and 

about one in four!  Supermarkets were one obvious area for disappointment and as we have said before – 

sometimes it is more important what you do not own than what you do.      

  

A few weeks ago, in Alpha Bites ‘Feeling Deflated’, we highlighted the benign inflation outlook and risk of 

deflationary pockets. Interestingly, the ECB’s chosen inflation expectation gauge, based on interest rate swap 

prices, is currently showing an implied average inflation rate over the next five years of just 1.68%. The fall in oil 

prices is starting to take effect and this was also reflected in the UK November inflation rate of 1% which was a 

twelve month low.  With Eurozone assets continuing to price in a growing risk of deflation, the ECB’s foot dragging 

over QE seems all the more puzzling.     

  

http://www.alpha-pm.co.uk/wp-content/uploads/2013/12/Alpha-Bites-Feeling-deflated.pdf


 

 Last week in Alpha Bites ‘The Same Old Repeats’ we talked about the same repeat offenders with currency 

crises and Russia. While falling oil prices should stimulate consumer spending in western developed economies, 

in the meantime it continues to wreak havoc on many emerging market economies and oil producing countries. 

Russia raised its interest rate from 10.5% to 17% as the economy and currency came under severe pressure and 

now looks to be in as full blown currency crisis. The deputy governor of the Russian central bank said the situation 

was critical. ‘I couldn’t imagine even a year ago that such a thing would happen-even in my worst nightmares.   

 

Bond yields dropped to fresh new lows with German ten year bond yields below 0.6% while Japanese bonds hit a 

new low of 0.36%. The flight to safety and the Russian crisis in particular has seen the Swiss Franc continue to 

strengthen relative to the Euro and as a result the Swiss National Bank announced it was moving to negative 

interest rates on cash deposits.  While lower oil prices should act as a major stimulant to consumer spending in 

western developed economies, bond yields have continued to drop as some investors become more concerned 

that the fall in oil prices may be a symptom of stagnant growth rather than a precursor of a pick- up. We believe 

the lower oil price will be very beneficial to companies and consumers in a number of leading economies such as 

the USA, Japan, India, China and Europe. However, we are equally concerned by the challenges faced by an 

increasing number of emerging economies.     

 

 Saudi Arabia’s oil minister rejected claim’s the kingdom’s oil policy is politically motivated. He said the 

fall in oil was due to a rise in non-OPEC supply at a time when demand was slowing amid weaker economic growth 

and that Saudi Arabia had not wanted to sacrifice market share in the current environment. Striking an optimistic 

tone he said that he expected demand for crude to grow when the rebound in the global economy gathered pace.    

  

 In the UK, the BoE published the stress tests in the event of a significant fall in house prices. This produced 

no real surprises with all the leading high street banks passing but the Co-op bank failing. BoE governor Mark 

Carney has indicated that he intends to introduce a further round of stress tests looking at UK bank’s exposure to 

emerging markets. UK retail sales rose at their fastest annual rate in more than ten years in November driven by 

the ‘Black Friday’ event.      

 

 In Europe, the flash manufacturing and services PMI readings for December were slightly better than 

expected but still imply Eurozone GDP growth of just 0.1% in Q4. The data for Europe’s two largest economies, 

Germany and France remain a cause for concern with data for the former at an eighteen month low and the latter 

remaining in contraction territory. All eyes are now on the Greek election.    

 

 US manufacturing data for November suggested that the economy is gaining traction. Manufacturing output 

grew at its fastest growth rate in nine months. As a further sign of confidence in the sustainability of the US recovery 

the US Fed as expected signalled a further evolution towards the normalisation of monetary policy. Fed Chair Yellen 

reassured that policy continues to depend upon the data with no move likely within the next couple of meetings.  

 

 By comparison, the Chinese economy fell back into contraction for the first time in seven months according 

to the December flash HSBC PMI manufacturing data. The domestic demand and pricing components fell sharply 

suggesting that further policy support will be required.   

 

 Elsewhere in Asia, the Bank of Japan offered a slightly more upbeat assessment of the outlook for Japan. 

 

Finally, a Christmas cracker joke fest.  

 

Q. Why don’t you ever see Santa Claus in hospital?  

 

A.  Because he has got private elf care 

 

Q. Why does Santa Claus have three gardens? 

 

A. So he can ‘Ho, Ho, Ho!’ 

  

http://www.alpha-pm.co.uk/wp-content/uploads/2013/12/Alpha-Bites-The-same-old-repeats.pdf


 

 

Finally, a big thank you to all our clients and business partners for your valued custom and support in 2014.  

 

Wishing you all a Merry Christmas and a very prosperous 2015!      

 
If you wish to discuss any aspect of this newsletter, please do not hesitate to contact us. 
 

Further information about Alpha Portfolio Management, our products and services, please visit www.alpha-pm.co.uk or email 

info@alpha-pm.co.uk.  Alternatively, you can call us on 0117 203 3460. 
 
This publication is for informational purposes only and should not be relied upon. The opinions expressed here represent analysis by an Alpha Portfolio 

Management representative at the time of preparation and should not be interpreted as investment advice.  

 

You should seek professional advice before making any investment decisions. The past is not necessarily a guide to future performance. The value of shares 

and the income from them can fall as well as rise and investors may get back less than they originally invested. Any tax reliefs referred to are those currently 

applying. Tax assumptions may change if the law changes and the value of tax relief will depend upon individual circumstances. All estimates and prospective 

figures quoted in this publication are forecast and are not guaranteed. Alpha, its associate companies and/or their clients, directors and employees may own 

or have a position in the securities mentioned herein and may add to or dispose of any such securities. The sender does not accept legal responsibility for 

any errors or omissions, in the context of this message, which arise as a result of internet transmission or as a result of changes made to this document after 

it was sent.  

 

Alpha Portfolio Management is a trading name of R C Brown Investment Management PLC who is authorised and regulated by the FCA.  

Registered Office: 1 The Square, Temple Quay, Bristol, BS1 6DG. Registered in England No. 2489639 
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