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Head of IT required … must be six years old 
 

  In a recent study Ofcom discovered that the average Briton spends more time using technology 

devices than they do sleeping. Furthermore and probably no surprise to anyone with young children or 

grandchildren, is that six year olds have the same level of knowledge of technology devices as the average 45 year 

old. Which got us thinking that many companies have outsourced their IT departments to Mumbai in recent years 

to save money but perhaps they should have outsourced to their local primary school instead? 

 

While it is still early in the digital revolution, television is still clear leader when it comes to media consumption.  

However, an increasing amount is being viewed over the net or via catch-up or on-demand. While we may look to 

invest in businesses which look to benefit from changing technology or consumer habits, given that many of these 

can be ‘sky blue’ we prefer to invest in proven, profitable business models. A good example is television 

programming – content is key as consumers are always going to need something to watch on their smart phones 

and tablets. We also have investments in companies that are potential beneficiaries in the longer term from new 

technological developments such as 3D printing as well as potentially ground breaking new materials such as 

graphene.  

 

What are we watching this week? 

 

  After the long and wet Bank Holiday weekend fund managers returned to their desks with the usual geo-

political issues to the fore. The Ukrainian President said a roadmap to end fighting in the east was be drawn up 

after talks with Vladimir Putin. However, the situation deteriorated rapidly after this with a foreign visit cancelled 

due to Russian troop deployments in Ukraine. This followed an increase in fighting and reports of up to 1,000 

Russian troops supporting the rebel forces. This led President Obama to say that Russia faces ‘more costs and 

consequences’ over Ukraine. 

 

None of this seemed to alarm investors with the market squeezed up in thin volume as they continued to mull over 

Mario Draghi’s dovish comments. Indeed, it had a similar feeling to last year’s ‘bad news is good news’ scenario 

in that the worse things become in Europe the more likely the ECB will be forced into action? However, we still feel 

ECB action is unlikely until the end of this year and we remain concerned about the developments in Ukraine.  

European bond yields continued to fall with the German 10 year bond yield dropping to a fresh all- time low of 

0.92% with yields in France, Italy, Spain and Portugal also falling to record lows. Germany’s Finance Minister 

suggested that Mr. Draghi’s comment’s had been ‘over-interpreted’ but this was followed by news that the ECB 

had appointed BlackRock as a consultant to a potential programme of asset-backed security buying. 

      

  Despite geo-political tensions Brent Crude oil remained below $103 due to a supply glut in the North 

Sea and Atlantic Basin. Weaker growth in China and Europe has also led to a drop in crude demand in the short 

term. On a positive note, this should help both consumers and companies. 

 

   



  In the UK the July mortgage lending increased by £1.9bn to the highest level since August 2010. However, 

the Daily Mail re-visited the issue of extended mortgage terms, highlighting that 20% of all mortgage approvals 

and almost 33% of first time buyer mortgages are for 30 years or more, compared to 4.5% some 10 years ago. 

This appears to be one of the few ways to stretch affordability and while a growing trend now, could easily become 

the next area for clampdown. Signs of how painful trading in the food retail sector has become was reflected in a 

trading update from Tesco which announced it was slashing its interim dividend by 75%. 

        

  European equities continued to be supported by expectations of further easing by the ECB. However, to add 

to European woes, alongside Ukrainian/Russian tensions, French President Francois Hollande ousted left wingers 

opposed to European austerity from his Socialist government after a revolt led by the former economy minister 

and re-shuffled the country’s cabinet.   

 

  In the USA the S&P 500 hit a new closing high above 2,000 despite the fact that the Fed QE programme is 

likely to come to an end in October and interest rates are likely to rise in 2015. US consumer confidence rose to a 

post -recession high in August guiding to consumption growth of 3% in Q4 based on a pick-up in income growth 

and higher equity prices. July US durable goods data was somewhat different from forecasts but the overall picture 

across June and July was again positive for US growth. To add to the positive news, the US Q2 GDP growth was 

revised upwards from 4% to 4.2%. 

 

  No major economic news from Asia. However, UK mid-cap Xaar issued a profit warning highlighting the 

‘slowdown in construction activity in China’ while the UK Miners drifted on news that the iron ore price had dropped 

to a two year low of just over $88 on increasing concerns about increasing global supplies and slower demand in 

China that consumes about two-thirds of the world’s seaborne iron ore.   

 

One of the drivers of the market until recently has been the large US mega –bids particularly in the pharmaceutical 

sector. This had paused due to summer holidays but also uncertainty about possible US Treasury action on tax 

inversion deals. It is with some interest that we therefore note Warren Buffet’s involvement in the $11.4bn Burger 

King/Tim Horton deal which intends to re-locate to Canada as he has been an advocate of higher taxes for the rich 

by promoting the ‘Buffet Rule’. Mr Buffet’s involvement in a tax inversion deal is no doubt embarrassing for the 

White House. The Burger King transaction likely increases the risk of US Treasury action although legislative action 

appears extremely unlikely ahead of the November mid-term elections. However, we think action is more likely, 

the bigger the merger and brand name but might perhaps might involve a strategy of altering deals rather than 

blocking them.  

 

Despite the US tax uncertainty, in a world of sub-trend recovery and anaemic growth and low returns on cash, we 

believe that large, US predators will continue be attracted to businesses in the UK and Europe with good organic 

growth potential and strong cash flow.             

 

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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