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A Modern Stockbroker with 
Traditional Values 

 

Themes from the Month Forthcoming UK Events 

Deutsche Bank denied it requested the German 
government’s assistance after receiving a $14bn 
fine from the US Department of Justice. Investors 
are concerned its €5.4bn provision is insufficient 
for its US liabilities. 
 
Commerzbank has suspended dividends and 
plans to cut 9,400 members of staff. The German 
bank is under pressure due to negative EU 
interest rates. 
 
OPEC agreed to cut 700k bbls from production 
but it said the precise details of member quota 
cuts would be agreed at its November meeting.  
 
UK Government appears to be facing a dilemma 
in whether to negotiate for a “hard” or “soft” 
Brexit.  
 
Daily Mail & General Trust reported 4% revenue 
growth and lower net debt due to the US dollar. 
 
Capita announced a profits warning due to a 
weak second half trading. It expects profit to 
decline £69m to £545m for 2016.  
 
UK Mail has agreed a 440p per share cash offer 
from Deutsche Post. The Kane family and a 
number of institutional shareholders have 
pledged their support. 
 
Sterling moved lower on expectations of a 
possible further Base Rate cut possibly before 
2017. The pound has struggled to stay above 
$1.30. 
 
Wells Fargo CEO John Stumpf will return $41m in 
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bonuses following US Congressional hearings that 
detailed evidence of the bank opening fraudulent 
accounts without client’s consent. California has 
suspended key business relationships with Wells. 
 
SAB Miller voted in favour of the AB-Inbev buyout 
at £45 per share. 
 
 

 

	

Performance of World Markets (30/9/2016) 

North American Value Change +/-(1M)% +/-(1YR)% 

DOW JONES (Close) 18,308.15 -92.73 -0.51  11.14 

S&P 500 (Close) 2,168.27   -2.68 -0.12  11.12 

NASDAQ (Close) 5,312.00               98.78 1.89 12.83 

     

Europe/UK Value Change +/-(1M)% +/-(1YR)% 

UK 100 INDEX (Close) 6,899.33 117.82 1.74    12.64 

CAC 40 INDEX (Close) 4,448.26               10.04 0.23   0.01 

EUROSTOXX 50 (Close) 3,002.24             -20.89 -0.69   -3.23 

     

Asia/Far East Value Change +/-(1M)% +/-(1YR)% 

SHANGHAI COMPOSITE (Close) 3,004.70 -80.79 -2.62  -1.78 

NIKKEI-225 (Close) 16,449.84           -437.56 -2.66  -7.26 

ASX 200 (Close) 5,435.90    2.90            -2.33   7.63 

HANG SENG (Close) 23,297.88 320.27 1.39   8.43 

	

Companies Recommended August 2016 

UK Research Date Recommendation Share Price    Gain/ Loss* 

Carpetright 

 

8 September 
2016 

BUY 

 

237p 

 

 -1.3% 
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Vertu Motors 8 September  
2016 

BUY 49.75p -5.8% 

*excludes	dealing	costs,	taxes,	PTM	levies.	
	

 United Kingdom China/Japan 

The “Brexit” debate is crystalizing into whether 
the UK government will position itself for a 
“hard” Brexit (an exit from the EU single market 
and full reliance on access via World Trade 
Organisation) or “soft” entailing continued 
access into EU markets, and agreement to adopt 
EU rules including freedom of movement in 
return for some sort of special relationship. It 
appears PM Theresa May is leaning towards 
taking full control of immigration as a priority 
hence a “hard Brexit”. 

However the PM’s approach does not inspire 
confidence with overseas investors judging by 
the ongoing slump in sterling’s external value. 
Sterling has had a number of failed rallies since 
the Brexit vote, struggling to stay above 
US$1.30. Against the Euro, the pound looks like 
moving to parity or just above it. 

Weaker activity in central London property is 
another symptom of investor unease with the 
UK’s new direction. “Brexit” is an idiosyncratic 
risk for central London, which is reliant on the 
foreign investor purchases. Brexit has so far cost 
London its “safe haven” status with prices now 
fragile. 

There is concern over UK companies moving 
into lower cost jurisdictions to maintain full EU 
market access. Understandably companies do 
not want to have to rely on long winded UK/EU 
negotiations. EasyJet is rumoured to be 
considering moving domicile to Eire. Credit 
Suisse said it was “de-emphasising” the UK post 
the EU vote.  

The steady Yuan and expectations of a “soft landing” 
have been positive for China. Expectations earlier in 
2016 of crashing property prices and collapsing banks 
have yet to materialize.  

The restoration of confidence is due to manageable 
capital outflows. This has helped confidence in the 
Yuan/ USD peg – Beijing maintains a stable band 
against the USD around a central rate of Y8.11/ USD. 
The People’s Bank of China ran down its foreign 
exchange reserves by $513bn in 2015 defending the 
peg from capital outflows. 

The Chinese banking sector has also stabilized, Bank of 
Communications for example has added 10% since 
Q1. 

The Capital Economics China Activity Proxy puts 
current GDP growth at 5% with activity currently 
picking up. This is below Beijing’s expectations of 6.5%-
7% GDP growth but still impressive given the weaker 
conditions in China’s major trading partners in SE Asia, 
Europe/ Middle East and Japan.  

 

Europe United States 

Deutsche Bank has stumbled with its valuation 
slumping to mid- 1980s levels. The trigger, a 
$14bn fine from the US Department of Justice 
(DoJ) was far above DB’s expected $2.5bn fine. 

US equities are unconcerned about the 8th November 
Presidential election following a very weak first debate 
by Donald Trump. His presidential campaign has 
swerved from the bizarre to the ridiculous to 
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Important Information 

Risk Warning:  

Trading in the products and services offered by Collins Sarri Statham Investments Ltd (CSS) may, result in losses as well 
as profits as the value of investments may go down as well as up. You may not get back the full amount you have 
invested. Any reference to past performance should not be viewed as an indication of any future performance. 
Investments held in overseas markets are subject to the effects of changes in exchange rates which will impact on the 
value of the underlying investment. Leveraged products such as Contracts for Difference (CFDs), derivatives, 
commodities & Foreign Exchange (FX), carry a higher risk to your capital. They can lose their value rapidly and you may 
lose substantially more than your initial investment. 

SPECULATIVE TRADING IS NOT SUITABLE FOR ALL INVESTORS.  

The information contained herein is based on materials and sources that we believe to be reliable however we make no 
representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the 
information contained herein. Please note that the figures shown may, in some instances, be rounded to the nearest 
penny. Prices can move sharply from those quoted in this document. Current prices can be verified by calling one of our 
brokers. CSS is under no obligation to update the information contained herein. Neither CSS, nor its affiliates, nor its 
employees shall have any liability whatsoever for any indirect or consequential loss or damage arising from the use of 
this document. 
	

Even if settled quickly for $4bn-$5bn, the cost 
could exceed current €5.4bn provisions and 
prompt another capital raise. The DB board 
responded by cutting extraneous assets (Abbey 
Life was sold realizing c.£1bn) but this strategy 
will take time to execute. Meanwhile CEO John 
Cryan’s assertions the bank will not need new 
equity lack credibility, hence the stock slump. 

The CDS spread on Deutsche Bank at c.230 
points, whilst elevated, are not implying a loss of 
market confidence. This is due to DB “too big to 
fail” perception, and its ability to issue equity. 
However the episode demonstrated DB’s 
reliance on its US operation (the former Bankers 
Trust) for profits and the problem of negative 
ECB interest rates, which undermine continental 
banks’ net interest margin. The role of the 
German government, which publicly distanced 
itself from a solution, is also being scrutinized. 
Leaked documents suggested that Berlin was 
prepared to take a 25% stake as a last resort. 

DB is not short of liquidity access via the ECB 
though capital will need to be replenished. 

completely off the rails. His latest attacks on a former 
Miss Universe demonstrated a total lack of judgment 
typical of someone with zero experience of public 
office. 

Could there be a “Clinton dividend” on November 9th? 
During Bill Clinton’s Presidency, US equities quintupled! 
The Clintons are a safe pair of hands one could argue 
this is a pre-requisite given the stretched valuations on 
Wall Street. 

The US Federal Reserve has also come under fire from 
Trump for keeping interest rates too low and hence 
supporting the incumbent Democrats. The FOMC 
meeting suggested the December meeting will see a 
rate rise (it will be delayed for the election).  

Meanwhile US petroleum stocks surged on news of a 
planned 700k cut in OPEC oil production. During 
September, Exxon Mobil sealed a $2.5bn deal to buy 
InterOil Corporation which moves shifts its exposure to 
LNG to c 10% of reserves.  

 


