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Who is ‘Russian’ for the exit? 
 

A Russian bomber over Cornwall, a Russian warship in the English Channel and worries that Russia may 

try to destabilise the Baltic states of Latvia, Lithuania and Estonia. Are we heading for another Cold War? 

Given the neglect of our armed forces in recent years by all political parties, we have to hope not. The UK 

is not alone though with many other NATO countries having been forced into military spending cuts due 

to the ‘age of austerity’. In addition, the House of Lords EU committee has accused the UK and EU of a 

‘catastrophic misreading’ of the mood in the Kremlin in the run up to the Ukraine crisis. 

 

Russia is being pushed deeper into recession by the collapse in the oil price and western sanctions due 

to its actions in the Ukraine. The Russian leadership is apparently laying the blame for its economic woes 

firmly at the door of the US and EU. So what is Russia up to?  

 

Is all the current Russian military activity opportunistically exploiting dissension amongst EU 

governments, an attempt to prepare the population for an escalation of conflict in Ukraine or an attempt 

to strengthen its bargaining position with the West by flexing its military muscle? We don’t know the 

answer but we do know that sanctions and counter sanctions are hurting numerous European companies 

such as Carlsberg, Rolls Royce and Oxford Instruments and sectors such as the food industry. It may 

even be having an impact on the very top end of the London housing market. We are not ‘Russian for the 

exit’ but we remain alert to the challenges for many companies and sectors arising from the ongoing 

conflict in the Ukraine.                 

 

What have we been watching?   

 

Well, besides looking overhead for Russian Tupolev TU-95 ‘Bear’ bombers (please see plane spotter’s 

guide below). 

 

Last week was pretty quiet with a US and Chinese holiday and half term in the UK. The UK FTSE 100 was 

squeezed up in very thin trading volume to a 15 year high of over 6,900. This seems to be at odds with 

the geo-political situation in the Ukraine and Greece. However, the market was already sanguine about 

the likely outcome of the Greek debt talks.  

 

With impending ECB QE, bond yields are at record lows and there has no doubt been a flow of funds from 

the bond market into some larger, higher yielding ‘blue-chip’ equities. This strategy is not without risk, as 

reflected in the large dividend cut announced by Centrica. Throw in some takeover activity and rumours 

and the market has been squeezed up while lots of fund managers are out of the office with the kids. 

The shift into equities, has been reflected particularly in the UK Treasury market where there has been a 

4% drop in capital value of the 10 year bonds over the past 13 days – the third largest loss over such a 

short period in two decades. Encouraging UK employment news has also contributed to this shift.         

 



The Greek bail-out discussions continued to hold the market’s attention. A crucial meeting of Eurozone 

finance ministers over Greece’s bail-out broke down with Athens rejecting an extension of the existing 

rescue plan as ‘absurd’ and ‘unacceptable’. However, a Greek official subsequently confirmed that the 

Greek Government had requested a six month extension of its loan agreement. This was initially 

described as ‘positive’ by the European Commission but was then rejected by Germany with a finance 

ministry spokesmen saying that ‘it was not a substantial proposal for a solution’. In the meantime, ECB 

policymakers were reported to have increased Emergency Liquidity Assistance for the Greek banks by 

€3bn although it is believed the Greek central bank had asked for €10bn. In the end an apparent U-turn 

by the Greeks has led to a four month extension of the bail- out programme, subject to a list of reforms 

being agreed with its creditors. This is yet another classic case of the EU ‘kicking the can down the road’.  

 

At least this is a better outcome for the Eurozone as, in the event that Greece were to leave, we know 

that the global hedge fund speculators would start placing bets on the next country to head for the exit. 

This would be a slippery slope as potential Eurozone fragmentation would then be back on the agenda.      

 

  In Ukraine, Russia dismissed calls for the deployment of UN-mandated peacekeepers as fighting 

continued despite an agreed ceasefire. More scaremongering came from Michael Fallon, the UK Defence 

Secretary who said there was ‘a real and present danger of Russia trying to destabilise the Baltic states 

of Latvia, Lithuania and Estonia, which are NATO members.    

 

  In the UK, January inflation dropped to a record-breaking low of 0.3% although the BoE has already 

suggested that this will be beaten over the next few months. The core inflation measure held steady at 

1.4%, so despite BoE governor Mark Carney’s recent comments on interest rates, the market still believes 

that the next rate move will be upwards although this could still be up to a year away. The UK labour data 

was impressive with headline employment up by 1.2% while pay growth reached 0.9% in real terms in 

2014. The feel good factor for UK consumers continues to get better, let’s hope the general election 

doesn’t ‘throw a spanner in the works’.            

 

  In Europe, the February flash Eurozone PMI data showed that the forthcoming ECB QE is starting 

to deliver a boost to sentiment, particularly in the services sector although we remain mindful of the drag 

from Russian economic sanctions/countermeasures.  

 

  In the USA, despite the US Dollar headwinds for US exporters the S&P index touched a new closing 

high for 2015 above 2,100. By comparison, US Treasury yields moved up to an almost two month high, 

as fixed interest investors started to accept that the first US interest rate hike may come at the end of 

Q2 2015. However, the FOMC minutes caused some confusion as they were more ‘dovish’ than previous 

statements, with many members expressing concern over the possible consequences of a premature 

rate rise.    

 

 Japan came out of recession in Q4 2014 with GDP growth of 2.2% albeit this was a more fragile 

recovery than expected. 

 

 In China, the housing market slowed further in January, recording the ninth straight monthly decline 

although there were some signs of stability in both Beijing and Shanghai following government stimulus.   

 

 Oil slipped back as investors began to question the sustainability of the recent rally in view of 

higher US output in the first half of 2015 and the fact that Saudi Arabia has also increased output. Brent 

12 month futures drifted back below $67. 

 

 

 



While Russia and Greece have been capturing the headlines, the other key factor for markets is the 

timing of the first US interest rate hike. The pace of US interest rate rises remains uncertain although the 

direction is clear – upwards! The weak Euro will help European exporters but the stronger US Dollar will 

create a major headwind for US corporates. We expect markets are therefore likely to remain volatile 

with ongoing geo-political concerns, the approaching UK general election but most significantly of all, the 

normalisation of US monetary policy. Despite all of this, we still expect an increase in takeover activity in 

2015 as many US companies are still sat on massive piles of cash ‘burning a hole in their pocket’.   

 

Finally, given the Germans have called the Greek rescue plan a ‘Trojan Horse’, perhaps we have been in 

a ‘Mycenaean bull’ market. Let’s all hope this doesn’t turn into a ‘Russian bear’ market!       

 

How to spot a Russian bomber 

Here's a spotter's guide to Russian military aircraft. 
 

  

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

Disclaimer: The BBC is not responsible for the content of this email, and anything written in this email does not necessarily reflect the BBC's 

views or opinions. Please note that neither the email address nor name of the sender have been verified 

 

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.  
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