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UK ELECTION KICKS OFF AMID POOR PRODUCTIVITY DATA
Media has been awash with political events with the official beginning of election campaigns. Worker productivity was the first, after an “unprecedented” 
slump in GDP produced per hour of labour since the financial crisis left British workers 14 per cent less productive than the French, according to the 
Office for National Statistics. Naturally, nobody can pinpoint the exact causes, but it implies that Britain’s outstanding GDP growth is being driven by 
more people getting jobs rather than increasing efficiency within the existing work force.

Looking on the bright side, in the short run the UK only has 5.7 per cent unemployment compared to France’s 10.2. However over the long term, low 
productivity will hamper international competitiveness, and is closely tied to another hot political topic - living standards. Real wage growth is a lot more 
likely to pick up if workers are producing more per hour for their employer.

UK: ELECTION BANDWAGON UNDERWAY
Monday marked the official start of the UK election, and it did not take long for the 
first controversy to emerge. Business appears to have taken centre stage in the 

manifestos of the main parties, with Labour leader Ed Miliband attempting to woo business 
figures with a speech at Bloomberg’s headquarters. The outcome of the speech was not 
greeted with optimism by the audience; in what have proven to be strained relations between 
the Labour party and boardroom representatives. These tensions were then exacerbated by 
Labour’s dismissive description of their critics as Tory “peers, donors and supporters”. 

Nevertheless by Tuesday the debate had turned to zero-hour contracts and their effect on the 
British economy. Miliband aims to see them curtailed, with some commentators regarding them 
as exploiting employees, whilst others as providing flexibility to the jobs market. Regardless of 
this, disappointing figures released by the ONS showing a fall in productivity to 0.2 per cent per 
hour in the fourth quarter will need to be addressed by whoever is elected come 7 May.
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EM: RECORD CAPITAL OUTFLOWS
Data released this week by the International Monetary Fund illustrates that emerging 
market economies are experiencing their largest capital outflows since the financial 

crisis of 2009. This reflects growing investor concerns, who appear to increasingly favour 
putting their money is so-called ‘safe-havens’ such as the US. A strengthening US dollar and 
expectations of higher rates on offer is one of the main instigators, alongside others such as 
the slowdown in Chinese growth. As such, total foreign currency reserves held by emerging 
markets in 2014 declined for the first time, since records began in 1995.

Years of zero interest rates in the US has meant that investors sought higher-yielding returns 
by investing in developing global economies; however with the prospect of Federal Reserve 
monetary policy normalisation nearing, these trades have been reversing on a large scale. 
Despite the above, on Tuesday the Shanghai stock market finished 16 per cent above its 2014 
high.

COMMODITIES: OIL SUPPLY OUTLOOK WEAKENS
More than a billion barrels of oil reserves were shed in 2014 by the world’s largest 
oil and gas groups. The ‘Big Five’ – BP, Chevron, Exxon Mobil, Royal Dutch Shell and 

Total – experienced a fall in reserves to 78.6bn barrels, down from approximately 80bn the 
previous year. This represented the steepest decline since 2008, and can be attributed to the 
present lack of discoveries outside of the US. The boom in US shale output contributed to the 
50 per cent drop in Brent Crude Oil prices since June last year; however producers will need 
to maximise exploration opportunities available in order to maintain output moving forward.

Elsewhere, Saudi-led air strikes in the Middle East pull the region’s ‘stability’ back into question. 
In an assault against the Iranian-backed Houthi forces of Yemen, Saudi Arabia is seeking to 
protect its oil infrastructure that transports 11.5m barrels per day, making it the world’s largest 
exporter. Escalation of conflict could have further impact over supply of crude oil, though is of 
no major concern for now.
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