
ALPHA BITES……bite sized pieces of information 

 

   
 

Markets hit an all-time high –why so negative? 
 

Bristol has a very diverse culture and this abundance of nationalities leads to a bewildering variety of 

foods from around the globe being imported into Royal Portbury Dock. Unfortunately, along with imported 

foods, comes bugs, insects and spiders of every kind. The Dock has been found to hold no fewer than 

eight different species of scorpion!  

 

The world is a smaller place these days with everyone connected through the worldwide web. We did not 

realise that for Bristolians, this means spiders as well as the internet. Which got us thinking. Our 

investment process is a bit like buying exotic fruit at the local supermarket. From experience, we always 

check our potential investments carefully before purchase, as we don’t like being unexpectedly bitten by 

something nasty.   

 

What have we been watching?   

 

Markets continued to focus on Greece and the Ukraine. Eurozone finance ministers approved reform 

proposals submitted by Greece to extend the bail-out until the end of June. The plan must now by ratified 

by all EMU parliaments. Eurozone periphery bond yields dropped with Portugal’s 10 year bond yields 

falling below those of the USA at one stage, on relief that Greece would not exit the Eurozone and default.  

 

Whilst equity markets are touching new highs, in contrast the bond market is, quite literally - ‘Why so 

negative?’  

 

The main headline is the issuance of bonds with negative yields and the ECB hasn’t even started QE yet!  

Currently, an estimated €2trillion of European bond assets are believed to carry a negative yield. 

Germany is the latest country to issue new 5 year bonds at negative interest rates, alongside Denmark, 

Finland, the Netherlands and Austria. Logically, why would anyone buy a bond with a guaranteed loss if 

held to maturity? Typically, this would be a sign of extreme risk aversion with growing demand for safe 

havens.  However, the ECB’s proposed bond purchase program is equivalent to a staggering 2.5 times 

the size of the net new government bond issuance in the Eurozone this year. 

  

German benchmark bond yields reached a new record low of 0.3%. With such low bond yields there has 

no doubt been a shift into higher yielding equities as some of the main regional share indexes touched 

new seven year highs. US stocks also inched up to record highs. The FTSE 100 touched a record high 

exceeding the level last reached in 1999, albeit in relatively thin trading volume. However, comparisons 

with the former ‘tech bubble’ high, are pretty meaningless as more than half the index constituents have 

changed since 1999 and as highlighted in previous Alpha Bites, now includes non-British companies and 

those whose operations are wholly outside the UK. 



 

The new high however does feel a ‘bit of a damp squib’ this time around.  For those of us around in 1999, 

who can forget the millennium bug and those crazy days of the previous ‘tech bubble’? Our own favourite 

example of market madness from those times, was of the share punters and market makers hanging on 

for the next share tip from daytime gameshows like Channel 4’s ‘Show Me the Money’ with Tom 

Winnifrith. A share price could move up in seconds as soon as the tip was announced, be suspended and 

then sold off just as quickly on the re-commencement of trading.  

 

However,  while equity markets have hit new highs it is important to remember that all that has been 

agreed is effectively a bridging loan and now the Eurozone and Greece has  four months to deliver a 

lasting solution or not. The Greeks remain in the ‘game’ for now but have to come up with an action plan 

that is acceptable to both its Eurozone partners and its people. It is not inconceivable that in four months 

we are all ‘back to square one’ looking at either a Greek exit from the Eurozone, a default or both.  

 

  In the UK the ASDA income tracker showed consumer spending power at a six year high.   

 

In Russia, President Vladimir Putin said that war with Ukraine is ‘unlikely’ and the recent Minsk 

ceasefire deal is the best way to stabilise the country’s eastern region. 

 

 France failed to reduce its budget deficit below EU limits and have now been given until 2017 while 

Italy has also been ‘let off the hook’. Yet another classic EU case of ‘kicking the can down the road’.    

 

  In the USA, home sales dropped in January to a nine month low although this appeared to be due 

to a shortage of inventory. However, the Case-Shiller index showed a further 4.5% uplift in house values 

in December. With lower oil prices, January inflation fell by -0.7% the biggest decline in more than six 

years taking the annual rate in to deflation of -0.1% although the US Fed regards this as a temporary 

factor. Fed Chair Yellen’s monetary policy testimony appeared a bit more ‘hawkish’ with forward guidance 

evolving beyond the timing of the first rate rise towards a more data dependent approach to interest rate 

policy setting. The overall assessment of the US economy was for robust growth accompanied by sluggish 

wage growth and contained inflation pressure. The US bond market currently   appears to be focusing on 

a benign inflation outlook and global slowdown rather than the strengthening domestic economy which 

suggests a shock is still possible if the first hike were sometime in between June and September 2015.      

 

 The Peoples Bank of China has cut interest rates for the second time in four months, after official 

figures showed Chinese growth of 7.4% last year – the lowest in nearly 25 years. 

 

 In Japan, January factory output jumped by over 4% but consumer spending was weaker than 

expected, dropping by 5%. 

 

 The Nigerian oil minister confirmed that ‘almost all OPEC countries except perhaps the Arab 

bloc, are very uncomfortable’ with the current oil price. He also said that ‘the world had moved on from 

the days that OPEC was the be-all and end-all and that it could not only be OPEC that is responsible for 

stability in the market’. Saudi Arabia’s oil minister said that demand was growing and that the market 

had ‘calmed’ which countered news of a record rise in US crude stocks. Brent 12 month futures remained 

around $67.  

 

 Finally, talking of spiders, despite the bail-out extension, Greece still looks to be hanging onto EU 

membership by a fine thread. While it is pleasing to see equity markets hit new highs with takeover 

activity and impending ECB QE, we remain mindful of what still lies ahead in Q2 – April tax year- end 

profit taking, May- UK general election and June - Grexit II as well as possible first US interest rate hike.    

  



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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