
 

ALPHA BITES……bite sized pieces of information 

 

 

 
 

The EU sucks 

(although not quite as much as it used to!) 

 
There we were, all worried about a possible power vacuum in Westminster post a possible Scotland yes vote when 

all the time we should have been watching the EU. Having forced us to buy smaller, more energy efficient light 

bulbs the next target has been vacuum cleaners. From September 1st the import or manufacture of vacuum 

cleaners above 1600 watts has been banned and this will be further lowered to 900 watts by 2017. In the UK six 

of the top ten bestsellers have been hit. Looks like we are all going to have to put up with gloomier and dustier 

houses if the Euro-crats get their way.  

 

In Scotland, the NO win margin proved to be greater than most of the polls had suggested. So the bookies and 

punters were right!  

 

  While there has been a small relief rally in those Scottish focused companies, the wider market and Sterling, 

the UK is nonetheless likely to see a prolonged period of political uncertainty and it is not clear just how this is 

going to play out. David Cameron has promised Scotland would get new powers in tandem with wider constitutional 

reform in the UK. The UK party leaders will be keen to forestall calls for another referendum by taking further 

devolution steps with the first proposals due in October with draft laws in early 2015 so that they can be enacted 

by a new UK government in June 2015.In some ways Scotland could end up with greater powers and control over 

spending, taxation and social policies without the headache of currency and the BoE deposit guarantee scheme.  

 

However, looming in the back ground as these issues are debated is UKIP which in turn may lead to a more vocal 

Euro-sceptic wing of the Conservative party.  A more fluid political environment looks as if it will be a fact of life for 

some time ahead. Sterling has seen a relief bounce but could weaken once political realities creep in.      

 

At least the ‘No’ outcome allows investors to return to the other pressing global matters such as the US Fed interest 

rate decision, Russia/Ukraine, mixed signals from China and Middle East tensions as well as an Ebola virus 

outbreak in West Africa which is spiralling out of control prompting action from President Obama.  

  

What are we watching this week? 

 

Scotland has dominated the news and overshadowed disappointing activity data from China and a gloomy update 

to its economic forecasts from the OECD which have provided a downbeat backdrop to the market. The IMF added 

to the gloom suggesting that while global recovery is projected to regain some strength in the remainder of 2014 

and 2015, it would be weaker than that seen in the spring due to rising geopolitical tensions.  

 

 However mega- M&A excitement is back on the table, this time in the beverages sector with Heineken 

rejecting an approach from SABMiller, itself viewed as a target for AB InBev while there were signs of mini-stimulus 

from the Chinese authorities. Weak oil prices may also help the global economy.  

 



Brent oil remained about $98.5 despite fighting by militia in Libya as OPEC said that it would trim daily production 

by 500,000 barrels next year.      

 

  In the UK, inflation data continued to suggest that there is no urgency for the BoE to begin tightening 

monetary policy. However, the BoE was divided for a second month in a row 7-2 over interest rate policy according 

to the MPC minutes although the overall commentary read as slightly more dovish than in August. UK retail sales 

rose by 0.4% in August driven by household goods notably furniture and electrical goods. The latter was no doubt 

driven by new EU ban on larger vacuum cleaners while the pick- up in the housing market drove furniture sales by 

over 23%, the biggest rise since records began in 1998. Food prices by comparison saw the first decline since 

2004, reflecting the supermarket price war.    

 

  There was a mixed message from the US Fed meeting. The Fed maintained its commitment to keep rates 

low for a considerable time after it stops buying assets in October and at the press conference was more dovish. 

However, individual Fed committee members interest rate expectations implied a faster pace of tightening when 

it does begin, with an average projection of 1.375% by the end of 2015, a 25bps increase from their previous 

projections.  

 

  The Chinese monthly activity data increased investor’s doubts about the resilience of the global economic 

growth outlook. Industrial output growth in August slowed to 6.9% the slowest rate since 2008. Both retail sales 

and fixed asset investment were also below consensus expectations and have revived fears of the 7.5% GDP 

growth target being missed. The pressure on the Chinese monetary authorities to introduce further stimulus 

measures is likely to intensify. Indeed, according to the BBC, China’s central bank is said to have injected about 

$81bn into the five biggest state owned banks to counter slowing growth. This might be the first of several stimulus 

measures. 

 

Finally, unlike Russia/Ukraine, at least the coalition will not have to send an armoured ‘aid’ column into Scotland 

to secure the nuclear submarine facilities. Hopefully any ongoing hostility post the No victory will be restricted to 

Westminster and the rugby or football pitches!   

 

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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