
ALPHA BITES……bite sized pieces of information 
 

 
 

The Force Awakens 
 

A thank you letter apparently written by the new Star Wars film’s producers suggests that part of the 

latest movie to be released in December 2015, may have been shot north-west of Bristol in ‘Puzzlewood’ 

in the Forest of Dean. 
 

Which got us thinking. With so much going on globally, particularly geo-political issues, that for investors 

it can sometimes be difficult to ‘see the wood for the trees’. A bit like the Jedi Knight, Obi-Wan Kenobi in 

Star Wars we have to constantly be aware of possible ‘disturbances in the force’ whether this is might be 

a ‘phantom menace’ such as Ebola or Islamic State or a risk that the Russian ‘empire strikes back’ as in 

the Ukraine. 
 

The Ukraine crisis remains a serious ‘disturbance in the force’ with the sanctions back lash a threat to 

both the German and Italian manufacturing sectors. Ironically on the 25th anniversary of the collapse of 

the Berlin Wall, former Russian president Mikhail Gorbachev has warned that the world is on the brink 

of a new cold war. There has even been an unusual increase in Russian military aircraft over global 

airspace in recent weeks. 
 

The ongoing fall in oil prices has not done Russia any favours and its central bank is now forecasting no 

GDP growth for 2015 although even this seems optimistic. Interestingly Mr Putin seems to be cementing 

links with China as ties with the west fray. Moscow and Beijing have signed an agreement to supply gas 

from Siberia to China that could eventually see more of Russia’s gas flowing into China than Western 

Europe. Russia is also reported to have agreed to build eight nuclear reactors in Iran which would seem 

to blow international talks to curb Tehran’s atomic ambitions out of the water. Russian troops have 

recently been spotted by NATO re-entering the Ukraine. 
 

Hopefully, Europe is not going to the dark side but perhaps Mr Draghi could take a leaf from Mr Putin’s 

book and consider using the force? Keeping with the Star Wars theme perhaps rather than waving the 

QE big bazooka he could instead opt for a Jawa ionization blaster! 
 

What are we watching this week? 

 

In a relatively quiet week for economic news, oil has remained the big story, dropping to a four 

year low of under $80. US oil supplies remain ample to meet modest demand requirements while 

Chinese economic data also weighed on the oil price. The IEA expects a 10% decline in US shale oil 

investment in 2015 as a result of the sharp fall in oil prices. 

 

  The UK equity market saw positive news for domestic earners. First, average pay for UK workers 

overtook inflation for the first time in five years albeit due more to lower inflation growth rather than 

much higher wages. Nonetheless this should be welcome news for many UK consumer facing 

businesses. Secondly, the BoE inflation report was dovish and presented forecasts for very weak inflation 

pushing back market expectations of an interest rise still further. This should also be good news for UK 

exporters with the £/$ at 1.56. The Royal Institution of Chartered Surveyors October survey revealed 

demand from new house buyers slowed for the fourth consecutive month as potential buyers were a little 

more cautious owing to stricter rules surrounding mortgage applications. 

 



  While the ECB ponders the merits of QE, a number of European countries appear to be chasing 

their tails with regards to their budget deficits. Low inflation reduces tax revenue receipt growth. This 

puts pressure on governments to balance the budgets by cutting expenditure, which then undermines 

growth and exerts further downward pressure on inflation. Lower borrowing costs help but for a number 

of peripheral economies, debt service costs as a share of GDP are yet to fall. This conundrum is reflected 

in Q3 GDP data for two of the largest countries in the Eurozone with the German economy  grinding out 

just 0.1% growth and France just 0.3%. Not surprisingly German 10 year Bund yields dropped to below 

0.8% while the UK Gilt yield dipped to around 2.1%. 

 

  US equities continued to set new highs helped by good jobs data, reinforcing the message of solid 

recovery in the US labour market. With the end of tapering Fed comments continue to guide investors on 

the likely path of US interest rates with the first hike possible in mid-2015. 

 

In Japan, the Nikkei hit another new seven year high on reports that PM Abe will postpone the 

second stage of the sales tax hike ahead of a possible snap election. The likelihood of tax postponement 

has been increased by the big macro shock as Japan was shown to have slipped back into recession in 

Q3. 

 

Chinese monthly activity for October, while continuing to grow, showed a further slowing in industrial 

production and retail sales while fixed asset investment was at a thirteen year low. Despite the likelihood 

of further stimulus, Chinese GDP growth looks set to slow further in Q4. 

 

Finally, what an achievement! When we first heard that a washing machine sized device had landed on 

a comet we thought it might have been news of action taken by a former disgruntled creditor of the 

electrical retail chain. Instead it’s the news that European Space Agency (ESA) scientists have managed 

to successfully land a probe on a comet travelling at 40,000 mph after a 10 year journey. Despite all the 

political wrangling this proves beyond doubt that we Europeans can work together successfully towards 

a common goal – we now have to hope that the exploits of ESA in space can be replicated by the ECB in 

financial markets. May the force be with you! 

 
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 
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