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FISCAL CHARTER APPROVED BY VOTE
This week there was a lot of fuss about on the government’s fiscal charter, which passed its commons vote this week. The bill itself is basically 
meaningless; while notionally it commits the country to balance the books every year, in reality the chancellor is not going to have himself arrested, 
and any future chancellor will find a way around it. As a political move it has been extremely successful, however. It was designed to force Labour to 
either hamstring themselves by accepting it, or look fiscally irresponsible by rejecting it; in the event shadow chancellor John McDonnell did both, badly.

Elsewhere attention has been focused on Britain’s place in Europe, with the “In” campaign launching this week. This stirred up plenty of news but little 
actual content. All we know at this point is that David Cameron has some demands for the EU, but he’s not telling us what they are. From the start 
we’ve felt that there is no good outcome from the EU referendum. Whatever side of the argument you’re on, the truth is that the year that is going to be 
wasted talking about it will be hugely damaging. 

UK: UNEMPLOYMENT FALLS TO SEVEN YEAR LOW
Figures released by the Office for National Statistics this week show that 
unemployment in the UK has fallen to a seven-year low. In the three months to August 

the jobless rate stands at 5.4 per cent, whilst the rate of employment is 73.6 per cent, its highest 
figure since records began in 1971. With inflation falling back into negative territory in the year 
to September, 0.1 per cent, this has aided real wage growth and private consumption.

Meanwhile, the decision by the Bank of England to allow ring-fenced banks to transfer capital 
from their retail operations to other business arms via the distribution of dividends is being 
hailed as a victory in the City. New rules which aim to separate retail and investment divisions 
of the banking structure are due to be implemented in 2019, but the ruling on Thursday should 
dispel fears over a loss of competitiveness to European rivals. In the face of another financial 
crisis, the new regulation is designed to protect UK retail deposits from acting as collateral.
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US: MIXED SIGNALS OVER RATE RISE
Expectations that the Federal Reserve is planning an end of year interest rate hike 
could be premature, according to a top policymaker. William Dudley, president of 

the New York Fed, conceded that the slowing US economy could delay such a move. US retail 
sales rose only 0.1 per cent in September compared to the previous month, considerably less 
than expected. To compound matters, it was revealed that only 142,000 jobs were added in 
September, a long way below the 201,000 forecasted. Interest rate futures indicate that most 
traders believe that a rise will not take place before March next year. 

The Fed’s mixed signals over the future course of policy has inevitably led the central bank to 
draw a volley of criticism from investors. Most notably, the chief executive of the world’s largest 
asset manager at BlackRock had his say this week; Larry Fink accusing the Fed of “inflaming” 
the markets with contradictory hints. Heightened market volatility led to global stock markets 
falling 9 per cent in the third quarter.

M&A: 2015 SET FOR RECORD YEAR
It lasted one whole month but brewer AB InBev has finally sealed an agreement which 
will see them merge with rival SABMiller, in a deal estimated to be $106bn. If it goes 

through, it will not only signify the biggest ever takeover of a UK company, but it would also be 
the third largest global merger in history. The newly created company would sell one out of 
every three beers brewed worldwide as AB InBev looks to recapture its declining market share.

Across the pond the M&A frenzy shows no sign of abating, with Dell’s pending acquisition of 
storage provider EMC likely to be one of the biggest technology deals ever made at a price of 
$67bn. Dell is the world’s third largest PC vendor, and the buyout of EMC will hand them the 
keys to cloud computing firm VMware, an existing subsidiary of EMC valued at $34bn. Whether 
we are entering a golden age of acquisition activity is unclear, however 2015 is certainly looking 
like a record-breaking year. Analytics firm Dealogic predicts that M&A deals could exceed 
$4.7tn this year, which would surpass the pre-crisis high of $4.6tn recorded in 2007.
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