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Time to be alarmed? 
 

Bristol artist Banksy has recently reworked Vermeer’s ‘Girl with a Pearl Earring’ with the definitive pearl 

earring replaced by an ADT burglar alarm box. Very clever, but has Banksy become paranoid about people 

removing his artwork from the walls of public buildings and created his own form of built in security? 

 

Which got us thinking. Globally markets are feeling a little bit more insecure at the moment given the 

news coming out of Europe, compounded by geo-political uncertainty. We look to protect portfolios 

through sensible global geographic and asset diversification and thorough risk analysis. In addition, at 

the individual equity level we tend to focus on businesses with long term order visibility, a high proportion 

of recurring earnings, strong Balance Sheet and cash flow, significant market share, pricing power and 

blue chip customers to provide additional security when investing.  

 

October has seen the end of QE3 by the US Fed. Are we alarmed? No, as the end of QE is a positive 

reflection on the health of the US economy. However, in terms of the global picture, like your friendly 

‘neighbourhood watch scheme’ we remain vigilant given how dependent markets have become upon 

central bank QE support. 

 

What are we watching this week?     

 

During a quiet half term holiday period, Ebola and geo-political issues took a back seat to comments from 

central banks with all eyes on the US Fed with the end of QE3 and surprise stimulus from the Bank of 

Japan. However, encouragingly the WHO expressed cautious optimism that the growth rate in new Ebola 

cases in West Africa might be slowing down. 

 

  Nynex crude dropped below $80 after a global research house suggested that OPEC, or rather 

Saudi Arabia, was likely to wait for evidence of a slowdown in US shale production growth before cutting 

production. The world is beginning to adjust to oil at this lower level which should be good news for the 

oil consuming economies.     

 

  UK third quarter profit warnings hit the highest level for six years with some 69 announcements in 

Q3. Furthermore, a mild autumn, has continued into November which has created more challenging 

trading conditions particularly for energy suppliers and high street clothing retailers such as Marks & 

Spencer and Next, amongst others.     

 

 

 



  German business confidence declined for a sixth straight month, falling to a two year low according 

to the latest Ifo Business Climate reading. The extent to which sanctions on Russia has hit the German 

economy was reflected in a 26% drop in exports to that country during August. Sweden’s central bank 

cut interest rates to zero as it stepped up its fight against deflation with the country having experienced 

falling prices in 16 of the past 24 months. An ECB bank lending survey showed a further strengthening 

in corporate loan demand, mortgage demand improving and credit availability improving for a second 

successive quarter.        

 

  The US Fed meeting confirmed the end of bond purchases this month and that short term interest 

rates would remain low for a considerable time. US monetary policy remains data dependent. The 

assessment of this data was a little bit more upbeat than expected and the committee members appear 

to be preparing the market for policy tightening sometime in 2015. By comparison, the argument for an 

early tightening of UK monetary policy continued to lose traction in the UK and the £ dropped back below 

$1.60 which should help UK exporters and overseas earners.  

 

The US economy grew at a faster pace than expected by 3.5% in Q3. After the weather impacted Q1, the 

latest two quarters are the strongest consecutive quarters of growth since late 2003. Pending home 

sales edged up very slightly in September with the latest drop in mortgage rates supporting activity. US 

durable goods orders for September came in light of expectation which may reflect some softening in 

demand from key external markets. More encouragingly, the Conference Board’s US consumer 

confidence measure hit its highest level since 2007 suggesting that the improving jobs market and lower 

gasoline prices are offsetting the recent stock market volatility. This helped the S&P index rally back 

above its 50 day moving average for the first time in a month.   

 

  Japanese retail sales were better than expected in September as apparel and food sales improved. 

The Bank of Japan reacted to what was looking like an ever more challenging 2% inflation target by 

extending its Government bond purchase programme of 30trillion yen to 80 trillion yen.    

 

  Chinese official services PMI edged down slightly to its lowest level since January while the HSBC 

manufacturing index remained just in positive territory at 50.4. 

 

  Brazil’s real hit a nine year low against a basket of currencies and equities fell as investors reacted 

with concern to the re-election of the centre-left president. There would appear to be a serious shadow 

over Brazil, which is the possibility of a credit downgrade unless the re-elected president acts quickly. 

 

Finally, talking of currency weakness, news that Cadbury is to stop the manufacture of gold 

wrapped chocolate coins due to competition from discount supermarkets. Proof, if ever it was needed, 

that both Aldi and Lidl are ‘coining it in’. How times have changed!  

 
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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