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Behind the curve? 
 

Along with HS2 it was recently announced that work was underway to electrify the Great Western Line 

between South Wales, Bristol and London. Network Rail is laying 1.5km of track per night with a view to 

completing the line to Bristol by the end of 2016. There is already talk of house prices in Bristol benefiting 

as journey times to London could be cut by 20 minutes (assuming no leaves on the line!). However, are 

we already behind the curve? 
 

The Japanese are already moving on from bullet trains to super-fast Maglev trains which use magnetic 

levitation. In the South West, the fleet of InterCity 125 trains, has been in operation for almost 40 years. 

Whilst these represent the fastest diesel-powered trains in existence the service is beset with technical 

issues - breakdowns, signalling problems, foliage and flooding. Japanese bullet trains can achieve speeds 

of up to 200mph whilst, Maglev trains should achieve a speed of over 300mph. Unfortunately these 

speeds are too fast for our historic tracks. Test runs have already taken place with Maglev trains and 

these are likely to be fully operational in 2027, not long after the first section of HS2 is completed and 

well ahead of HS2 phase 2 in 2033. Which got us thinking. These days, both investors and management 

teams have to constantly look beyond the UK and be aware of technological developments on a global 

perspective. The world is a smaller place and we are all interconnected so when it comes to investing we 

believe UK investors should think local, invest global.      
 

What are we watching this week? 

 

 The oil sector continued to dominate the news, although this time it was the $35bn takeover in 

the US of Baker Hughes by Halliburton to create a global leader in oil services. No doubt a tougher oil 

market outlook is driving consolidation.  
 

In the US pharma sector Actavis is buying Botox maker Allergen for $66bn. Despite worries about the 

world economy both these deals are a positive sign for global equity investors showing  the trend of US 

driven mega-mergers in 2014 has not ended. The measures to restrict tax inversion deals will have some 

affect, but at the end of the day companies are after market leaders with organic growth potential and 

strong cash flow. 
 

Some commodities such as iron ore continue to reflect a combination of slowing economic growth in parts 

of the global economy and excess supply. However, oil picked up off the bottom end of its trading range 

ahead of this week’s OPEC meeting on the news of a Chinese interest rate cut. Parts of the USA, almost 

in a repeat Q1 have again suffered severe snow storms which may also help short term energy demand.     
 



In the UK, inflation nudged up slightly in November but food and beverages remain a major source 

of disinflationary pressure. Supermarkets suffered their first fall in sales in early November for the first 

time in 20 years, according to Kantar Worldpanel research. 

       

Elsewhere, within the UK pub sector, tenanted focused pub companies came under pressure after a 

surprise amendment to the Small Business Bill which could see a mandatory free-of –tie option for tenants 

were the Bill become law. Looking ahead to next year’s general election, UKIP won the Rochester and 

Strood by- election with the Lib Dems getting just 349 votes, increasing the risk of a hung parliament. 

Sterling remained below $1.57 as a result, although this remains helpful to UK exporters and overseas 

earners which make up a sizeable part of the UK equity market.     
 

 Talking of behind the curve. In Europe, ECB President Mr Draghi continued to wave the QE big 

bazooka rather than fire it. Speaking at the European Parliament, he said that an expanded asset 

purchase programme could include government bonds if inflation in the Eurozone fails to rise as expected. 

By the end of the week this evolved to “do what we must to raise inflation and inflationary expectations 

as fast as possible”. As a sign of the issues in Europe, Greek bond yields moved back above 8% as talk 

continued to circulate that the Greek Government and the IMF were struggling to agree terms with the 

Finance minister describing it as a difficult phase. To add to the pressure for action from the ECB, flash 

November manufacturing data for the Eurozone was very disappointing with new orders contracting and 

order backlogs falling for the sixth straight month.       
 

 In the US, the inflation outlook remains subdued reflecting lower energy prices. The 10 year US 

Treasury inflation protected securities break even inflation rate suggests annual inflation of under 1.9% 

a year for the next decade which is below the Fed’s 2% target. The US FOMC minutes also focused on the 

benign inflation outlook but surprisingly did not seem concerned by recent financial market volatility, or a 

slowdown in other parts of the world. US housing data was also encouraging while loan applications 

confirmed that potential buyers are responding well to the current level of mortgage rates. This should 

also bode well for the annual US ‘Black Friday’ retail sales bonanza, assuming the cold snap doesn’t 

hamper shoppers getting out and about.        
 

 In China, new home prices in October dropped in 67 out of 70 monitored cities from a year earlier 

and in 69 out of 70 since September. The HSBC flash China manufacturing PMI for November came in 

below expectations at a six month low leading for calls for more targeted stimulus measures. The People’s 

Bank of China responded by cutting its one year deposit rate by 25bps to 2.75% and its one year lending 

rate by 40bps to 5.6%.     
 

 Japan’s PM Shinzo Abe called an early snap election in December, two years ahead of schedule and 

also announced that the next phase of sales tax would be postponed. 
 

Finally, talking of Japan and maglev trains, everyone will now be looking to see if PM Abe can convince 

voters and investors that he is still on the right track.  
 

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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