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That’s one small step…. 
 

….for mankind, one giant leap for …… the tourist industry (with apologies to Neil Armstrong).  The UK government 

and aerospace officials have recently announced details of early plans to establish a ‘spaceport’ to take 

passengers outside the atmosphere. This could be in place before the end of the decade. Bristol, or more 

specifically Filton, formerly the home of Concorde is amongst the possible locations for our spaceport as a long 

airstrip is required for the rocket planes. Besides ‘zero gravity’, passengers could support low cost launches of 

scientific payloads and small satellites. While no doubt this would be an excellent development for the region’s 

economy perhaps we should spare a thought for the nearby residents of Bradley Stoke or as it became known in 

the 80’s property crash ‘Sadly Broke’. What would rocket planes, taking off and landing do for local property prices?   

 

  Joking aside, at a time of European austerity, Britain has been boosting space investment and it is 

estimated that the space sector currently generates about $11bn of annual revenue while it is hoped that the 

latest initiative could lift this to $40bn by 2030. The overall commercial space market is estimated to be worth 

about $190bn and is growing by about 6% per annum. Not surprisingly, we have investments in this growth sector 

that are involved in various space programmes with the European Space Agency and Eumetsat (weather satellites).       

 

What are we watching this week? 

 

Investor sentiment has remained fragile in view of ongoing geo-political tensions, particularly in Russia/Ukraine. 

The prospect of a power struggle in Baghdad also added to concerns about Iraq. Europe relies on Russia and the 

Middle East for most of its energy needs yet Brent crude slipped to a 13 month low of $102.5.  Supply appears to 

remain plentiful with excess capacity coming from North America and OPEC where daily output has hit a 5 month 

high helped by higher production from Saudi Arabia.  

 

However, the geo-political tensions eased very slightly with Putin saying that Russia would do all it can to stop the 

conflict in Ukraine and that Russia should not isolate itself from the world. However, besides sending a relief 

column to the Ukraine apparently Putin also sent armoured personnel carriers!  

 

  In the UK BRC retail sales for July showed a two speed retail market. Non –food sales increased by 2.4% 

aided by strong furniture sales on the back of the improving housing sector while food sales fell by 3.5% reflecting 

the aggressive price competition in the supermarket sector.      

 

The BoE August inflation report was dovish with expectations of the first UK interest rate rise pushed out to Q1 

2015. The BoE stressed the importance of monitoring the expected path of costs, specifically wages. Average 

earnings growth remained subdued at +0.6%. Sterling slipped to a 10 week low against the US Dollar dropping 

below $1.67.   

 



  Eurozone recovery shuddered to a halt being adversely impacted by the region’s two biggest economies 

with a dismal set of Q2 GDP numbers showing overall output flat in Q2. This data was before the impact of Russian 

sanctions and likely countermeasures. The unexpected 0.2% contraction in Germany was the main reason for 

Eurozone GDP falling short of expectations. However, French GDP was flat in Q2. German benchmark 10 year 

Bund yields dropped to below 1% for the first time ever. The danger of deflationary expectations becoming more 

embedded is growing. Outright bond buying or QE by the ECB may still be regarded as the last resort but could be 

needed, unless momentum picks up in H2 which given the uncertainty created by the Russian/Ukraine crisis looks 

less hopeful. To further add to European woes France also missed its deficit target of 3.8% which threatens to 

intensify the debate in Brussels over the need for reforms.     

 

  By comparison, there was little economic news from the USA however retail sales were flat in July and their 

weakest for six months.      

 

 Japan’s economy contracted sharply in Q2 as expected with a fall of 6.8% as private consumption dropped 

by 5% reflecting the imposition of the first phase of the an extra 3% sales tax in April. The Japanese PM Shinzo 

Abe will have to decide whether to implement the second hike from 8% to 10% by next October.     

 

  China got a lift from benign inflation data, interpreted as allowing the authorities to keep credit flowing freely. 

However, against this there was an unexpected sharp slowdown in credit growth while industrial output and retail 

sales growth were less than expected in July. The credit data suggests that that Chinese banks have turned more 

cautious as they deal with a slowdown in the property market.  We continue to believe that the ‘jury is still out’ on 

reform and remain concerned that China does need to tighten and rein in the credit bubble.   

 

Summer market volumes remain extremely low adding to short term volatility with geo-political tensions unlikely 

to be resolved quickly. We continue to endeavour to look through short term share price gyrations focusing on 

value and quality backed by cash flow. Sterling has started to fall back against the US Dollar and this has been 

accelerated by the shift in expectations for the first UK interest rate hike into Q1 2015. 

 

Fears of a premature interest rate hike and the strength of Sterling have been two factors holding back a more 

optimistic UK corporate earnings outlook. This should provide welcome support for UK exporters and overseas 

earners which make up the greater part of the UK equity market as we go into the final quarter of 2014. That’s 

one small step for Sterling and probably one small step for UK corporate earnings but at least it’s a step in the 

right direction. Now what markets need is not a small step from the ECB but a giant leap….Bring on QE.      

 

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.  
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