
ALPHA BITES……bite sized pieces of information 

 

 
 

A very, very close call 
 

‘A very, very close call’…no, not the Scottish independence vote but how astronomers described an asteroid 

nicknamed ‘Pitbull’ that recently flew closer to Earth’s surface than some TV satellites. Discovered only a week 

before its arrival it was a reminder of our planet’s vulnerability to space debris. Last year, a meteor of the same 

size entered the Earth’s atmosphere and exploded 30km above the Russian city of Chelyabinsk, releasing the 

energy of 20 atomic bombs, damaging over 7,000 buildings and injuring more than 1,500 people. The B612 

Foundation, an organisation formed by former NASA astronauts is now mapping our inner solar system with the 

Sentinel Space Telescope to give us years of advance warning rather than days. Which got us thinking… here we 

all are worrying about geo-political issues and the implications of the Scottish independence vote when out there 

in the inner solar system is a large rock with our name on it. 

          

What are we watching this week? 

      

  Well, besides looking up at the sky, we continue to monitor the ongoing geo-political situations particularly 

in Scotland and the Ukraine. European governments approved a new round of sanctions against Russia. 

Elsewhere, President Obama authorised air strikes in Syria which could further raise tensions in the Middle East. 

 

  The main focus for UK and international investors however has been the Scottish independence vote 

following the YouGov survey that gave the ‘Yes’ camp a narrow lead. Markets hate uncertainty, and the apparent 

change in fortunes for the ‘Yes’ campaign  from nowhere in the last few weeks has caused major jitters with some 

global broking houses suggesting that a ‘Yes’ vote on the 18th September could drive a 10%-15% drop in Sterling 

with a shift of investor assets out of the UK.  

 

A ‘yes’ vote would have direct implications for particular sectors such as Oil and Banks. The ‘No’ camp has 

therefore received support from comments by BP and Shell regarding the key oil industry while RBS, Lloyds and 

Standard Life have all stated they will re-domicile to London. BoE governor Mark Caney has also warned over the 

use of Sterling by Scotland and the need for major currency reserves. Following these comments the latest polls 

have generally shown a slight swing back towards ‘No’ although the outcome remains too close to call as we write. 

 

We have carefully assessed those companies which may be affected by an adverse vote and we know many have 

contingency plans in place and some have already announced these.  However, the majority of our companies 

have very little, or no exposure to Scotland and are global exporters/overseas earners and as such would be helped 

by any decline in Sterling should there be a ‘Yes’ vote.   

         

The market hates uncertainty so it is not surprising that market volumes remain extremely low and this was made 

clear by a profit warning from stock broker Charles Stanley which blamed poor commission income from low 

transaction volumes.   

 

  Every cloud has a silver lining and the continued weakness of Sterling relative to the US Dollar is a welcome 

relief for a considerable number of UK equities which are heavily focused on exports and overseas earnings. 

Indeed, unstoppable US Dollar strength remains the headline news with one US newspaper suggesting that the 

market is under-estimating the possibility of Fed monetary tightening in early 2015.  

 

 



  By comparison, the Euro hit a 14 month low against the Dollar but seemed to provide little impetus for 

European equity markets as the Ukranian situation continued to overshadow things. The Scottish independence 

vote could also have ramifications for the rest of Europe and it was noticeable that Spanish bond yields rose 

significantly coinciding with Catalonia’s national day. Elsewhere in Europe things continue to look bleak with France 

confirming that the EU’s mandated deficit target of 3% would not be met before 2017.  

   

  In the UK, addressing the main trade unions, BoE governor Mark Carney hinted at a spring 2015 interest 

rate rise as he said that wages should start rising in real terms around the middle of the year. However, we suspect 

that this could be delayed if the Scottish independence vote is ‘Yes’ given that this would create major uncertainty 

for the UK economy. Whatever the timing of the first rate hike, the watchwords for UK monetary policy continue to 

be a gradual and limited upward path. 

 

The oil price continued to come off sharply with Brent Oil down to $97. The IEA cut its global oil demand forecasts 

following a remarkable slowdown in Q2 and Saudi Arabia made the largest production cut in eighteen months. 

 

Globally, central bankers have warned about the risks of chasing yield and liquidity around maturity dates. It was 

with some interest therefore that our attention was drawn to a significant widening in yield expectations by bond 

investors in the high yield space. Nrystar, a world leading Belgian based zinc miner saw the expected yield jump 

from 6% to over 8.75% on a re-financing while following a contract termination.          

 

  Japan saw a downward re-vision of its Q2 GDP data which was the lowest reading since Q1 2009, fuelling 

fears that April’s sales tax increase was hurting the economy more than was thought. Core machinery orders also 

grew more slowly than expected in July suggesting that caution in the corporate sector is hampering prospects for 

a much needed revival in business investment. Despite this the Japanese Topix index closed at a new high, a move 

which was certainly helped by the weakening Yen.  This has fallen some 4% over the month and is now back to 

levels not seen since 2008.   

 

  Talking of a very, very close call the Scottish independence vote appears to be on a knife edge. It could 

be a very important week ahead of us. One way or another, we suspect that the way the UK functions will 

fundamentally change as a result whichever way the vote goes.  

 

And finally, it was interesting to watch The Last Night of the Proms on Saturday night.  A musical celebration of all 

things quintessentially “British”. Fortunately, the impending vote didn’t stop those televised across the various 

regions of the UK having a good sing-a-long. 

 

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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