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UK MARKETS IGNORE ELECTION NOISE
This week’s news flow has been dominated by the general election, with even usually sensible commentators jumping to predict the market impact 
of every new announcement. With little to differentiate the three main parties and little reason to listen to the three fringe ones, the next few weeks 
are going to drag out. Despite repeated assertions that we’re facing the most uncertain election for a generation the market seems relatively relaxed. 
Volatility has been up slightly but the FTSE continues to power away which at the time of writing was still above 7000, perhaps confirming how little 
difference the vote is likely to make.

Elsewhere back in the real world, the strong US Dollar continued to put pressure on both the domestic economy and emerging markets. Low commodity 
prices have hurt the large primary industrial nations like Russia and Brazil, while an outpouring of capital is dragging on Chinese growth. These 
headwinds have lead the IMF this week to warn that global growth may remain permanently low.

UK: ELECTION CAMPAIGN SIMMERS
In another week of election noise, the main debate this time centred on Britain’s 
200-year-old “non-domicile” regime. Labour intend to abolish the rule if elected, with  

Ed Miliband claiming that such a ruling features in no other major economy, and that it has 
turned the country into “an offshore tax haven for a few”. The Tories were dismissive of closing 
the loophole, as uncertainty remains over how Britain’s 116,000 non-doms would respond to 
such a policy being implemented, and whether this would trigger an investment exodus.

Meanwhile, last Monday signalled a landmark day for the pensions industry with the most 
radical reforms in a century taking effect. As of 6 April, anyone aged 55 and over and in a pension 
scheme can take their lifetime savings as a cash lump sum. These new freedoms for retirees 
had been long awaited by many with predictions that it could lead to a pensioner spending-
spree. Nevertheless, critics will be sceptical over the timing of these reforms especially with 
the pending election only a month away.
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EU: ITALY UPGRADES ECONOMIC FORECASTS
Italy’s economy is at last showing signs of life in light of projections unveiled by finance 
minister Pier Carlo Padoan on Tuesday. The economy is expected to grow by 0.7 per 

cent in 2015 and continue its positive momentum in 2016 to 1.4 per cent; up from previous 
estimates of 0.6 and 1 per cent respectively. The ongoing recession of the last three years saw 
youth unemployment in the country peak at 44.2 per cent last August and a mass migration of 
its young population. These latest figures should help restore some confidence in an ailing job 
market, as Italy looks to finally pull clear of the financial crisis seven years later.

Elsewhere, investors in Greece expressed relief on Thursday as the country managed to repay 
the €450m it owed to the International Monetary Fund. Bond yields tumbled further upon news 
of the repayment though doubts persist over the incumbent Syriza government’s ability to 
unlock vital European funds for the country. With the cash running out in Athens, EU officials 
have attempted to cool speculation of what a likely “Grexit” will bring. 

M&A: ROYAL DUTCH SHELL ACQUIRES BG GROUP
Shell announced discussions of a £47bn takeover of BG on Wednesday, at a 50 per 
cent premium to its current share price. In what is being considered as a bold move, 

the acquisition of its smaller rival should enable the combined company to improve their 
competitive position within the industry. It had been suspected for years that BG had been a 
target for Shell, however the fall in oil price last year contributed to a slide in stock prices of 
global energy companies, meaning Shell could lock in a reasonably priced acquisition.

One immediate advantage to Shell will be the newly granted access it has to the vast deep 
water fields off the coast of Brazil, enabling it to increase production by roughly 27 per cent. The 
country is of huge strategic importance to oil producers despite the recent Petrobras scandal, 
as Brazil attempts to see off the twin threats of political instability and a stagnating economy. 
With the price of Brent Crude falling by as much as 50 percent since June last year, it may not 
be surprising to see further M&A consolidations in the energy sector.
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