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Wake up and smell the coffee! 
 

Following the move by the EU in September last year to address carbon emissions by reducing the 

wattage of vacuum cleaners, they are now going after coffee drinkers. 

 

From now on, under the EU Eco Design Initiative, network devices such as modems and internet-

connected televisions will be required to switch themselves off when not in use. The EU rules will include 

coffee machines with domestic drip filters and insulated jugs which will be required to switch off after 

five minutes. Which got us thinking. We have to be constantly aware of regulatory changes as sometimes 

this can be positive for some businesses as it can create new revenue opportunities but equally it can 

be a threat as it could result in higher costs to comply with the new regulations.  

 

What have we been watching?   

 

The ECB bank lending survey issued ahead of the QE announcement showed a pick- up in demand for 

loans for fixed asset investment, albeit from a low point but encouraging nonetheless. Then we had the 

long awaited confirmation of ECB QE. This proved to be higher than consensus expectation with €60bn 

per month, and is to be applied a little more quickly than expected from March 2015 until September 

2016, or longer if inflation does not pick-up. The risk sharing element of the QE programme is 20%, no 

doubt to appease the ECB German contingent as the council vote was not unanimous but approved by a 

large majority. So, 80% of the assets purchased will stay on the balance sheets of the 19 central banks 

of the individual member countries, with 20% mutualised. This should not dilute the efficiency of the 

programme. The euro hit an eleven year low against the US Dollar.       

 

That’s action by the ECB, but is it time for European politicians to wake up and smell the coffee? Interest 

rates are already at record lows or negative while the euro has already weakened. QE on its own is no 

good without structural reform. In addition, there is growing European voter backlash against austerity. 

Immigration and religious tensions are increasing as is the growth of right wing extremism while some 

countries are facing possible regional devolution issues. Europe also now has the more pressing problem 

of the Greek election result, with Syriza emerging as the largest party, although likely to need coalition 

support. 

 

  The FT hosted an online debate for British business about the forthcoming general election on 7th 

May. Many UK companies were concerned that a prolonged period of political deadlock could cast a 

shadow over the UK economy with the prospect of an inconclusive election, the risk of a second general 

election and a possible EU referendum. Some companies signalled unease with Labour’s perceived anti-

business stance while others were concerned by rising hostility to immigration/EU referendum under a 

Conservative led administration. The latest opinion poll suggested the SNP could win almost all of 

Scotland’s 59 seats at Westminster. This raises the prospect of former SNP leader Alex Salmond 

becoming, in the event of a coalition, deputy prime minister of a country he has spent his political career 

trying to break up!  

 



 

The BoE voted unanimously to keep interest rates on hold, but significantly, after two MPC members who 

have been calling for an interest rate rise since last August changed their view. Expectations for the first 

UK interest rate hike are now drifting out to Q2 2016.  

 

With UK Treasury yields at such a low level, one London research house pointed out that as a result that 

UK equities (based on the reverse yield gap) are cheaper than any time in the last 100 years including 

1940, 2008 and 2012. However as we have said on many occasion it is all about what you hold as there 

have been plenty of dividend cuts in 2014, such as Tesco and there are likely to be more in 2015.    

    

  The casualty list from last week’s surprise move by the Swiss National Bank continued to grow as 

an increasing number of hedge fund and currency traders were hammered. The Danish central bank 

which also has a cap against the euro bowed to pressure and extended its negative interest rates to a 

record low. Meanwhile, there were reports that Russia had used the economic distractions in Europe to 

send troops across the border into Ukraine as the battle raged for Donetsk airport. Sounds like more 

sanctions could be on the way and probably not the news Europe needs right now. 

 

  In the USA, the house builder sentiment survey reading dipped slightly for January. 

 

  Japan’s central bank reduced its inflation forecast for the next fiscal year on the back of lower oil 

prices but chose not to expand the existing QE programme, preferring instead to extend the loan scheme 

to encourage bank lending.  

 

  China’s Q4 GDP was 7.4% and in line with forecast although a slowdown in power output to 3.2% 

suggests that 2015 expectations may have to be lowered.  The HSBC flash manufacturing reading for 

January remained in contraction territory.   

 

  Oil edged slightly lower to around $48 as Iran’s oil minister said there was no plan to call an 

emergency OPEC meeting as ‘Even if the oil price goes down to $25 a barrel, the oil industry would not 

be threatened’. The death of the Saudi king further complicates the picture. The game to see who blink’s 

first, Iran or Saudi Arabia continues. In the meantime, Western and Asian consumers win but oil 

producers and their suppliers lose.  

 

Finally, there we have it, the most important day in the ECB’s history so far. Why did they not act earlier? 

Only time will tell if the QE programme is the ‘expresso’ that Europe needs to really jolt itself awake. Right, 

after the coffee what next? Looks like a ‘flaming Greek Sambuca!’        

 
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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