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Indices Value as at
30/06/09
FTSE 100 Share 4249.21
FTSE All Share 2172.08
Dow Jones 8447.00
DJ Euro Stoxx 50 € 2401.69
Nikkei 225 9958.44
Z]l'lsslit:cssrltlsh Government 153.97

The last month has seen the market pause for breath
following a decent recovery of +21%, since its recent low
set on 3 March. Whilst the balance between investment
return and risk now looks more favourable, the outlook for
economic recovery is still unclear, but stockmarkets, as a
leading indicator, usually do recover ahead of the economy.

What is interesting is the dispersion of stock returns.
Fifty seven stocks have delivered returns of over 100%
whilst 53 have reduced in value, in the 100 days following
what may have been the FTSE 100's low point of 3,512.

Worth noting is that 67% of the revenue of UK
companies are now derived from overseas operations;
where in some cases the economic outlook is slightly
more favourable, most notably in emerging markets.
Therefore looking ahead, the fortunes of UK savers and
pension funds are thankfully no longer totally held to
ransom by the shape of dear old Blighty's recovery -

as was the case in the past.

News

The telecoms industry faces the prospect of a
heavyweight bidding war, with Spain’s Telefénica said to
be joining Vodafone in the race to acquire T-Mobile UK.
This is perhaps no wonder, as a Vodafone/T-Mobile fusion
would result in 02, Telefénica's UK mobile business,
losing its top spot in the British market.

% Change on % Change 2009 % Change on
Month year to date 12 Months

-3.82% -417% 24.47%
-3.58% 1.68% 23.94%
-0.63% -3.75% -25.58%
2.02% -2.03% -28.37%
4.58% 12.40% -26.13%
0.94% -4.27% 7.87%

Elsewhere, the recent slow death of Setanta has
potential implications for BSkyB. Setanta had two of the
six premier league packages for the forthcoming season
and had won the sixth and final rights package auctioned
last February. However, the failure of Setanta has added
weight to those that criticise Sky's monopolistic position.

With the OFCOM’s Pay TV review due imminently,
consensus amongst analysts is that OFCOM will stand
behind its intended regulatory review in the form of
content being made available through wholesale deals.
Sky currently sells basic content to Virgin, but its HD
channels are exclusive as are its interactive features. Any
OFCOM decision deemed too excessive will likely be met
by an appeal, leading to a two year review.

In the mining sector, Xstrata has been trying to cuddle
up to Anglo American in the form of a potential merger,
whilst Rio Tinto launched a deeply discounted rights
issue, to shore up its balance sheet. World resources
production has increased again recently based on higher
Far Eastern demand, but that could run out of steam
without a follow-through from Western economies,
leading to a risk of oversupply and the Baltic Dry
Commodities Index has recently fallen back.

Whitbread has started the new financial year in line with
expectations with total sales up +2.5%, despite the harsh
economic conditions. Against tough comparatives, Premier
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Inn has seen flat total sales for the first quarter and like
for like sales move backwards with revenue per available
room also down, but their pubs and restaurants have
again outperformed their competitors with increasing
sales and so too has Costa Coffee, where sales were up
+18.5% year on year and like for like sales grew by +2.6%.

Marks & Spencer reported a smaller than expected
decline in sales for its fiscal first quarter, thanks to
warmer weather, price reductions and a focus on less-
expensive product offerings. Still, the UK's biggest
department store operator by sales and stores remains
vigilant. In a statement, Stuart Rose said the company

is “cautious about the outlook for the remainder of

this and next year and will continue to run the business
accordingly.” Meanwhile Debenhams has raised just over
£300 million of new equity to pay down debts and exploit
opportunities in distressed retail.

Tesco has run into criticism from shareholders over how
much it pays agency workers in the meat processing
industry and also workers in Bangladesh, since delivering
sales growth of +4.3%. Sainsbury's unexpectedly
announced that it is to tap investors for £445 million, in
a bid to expand and capitalise on its current momentum
and the weakened property market. Sainsbury’s
produced sales growth of +7.85%, whilst Morrison’s sales
surged +8.2% in the first quarter.

Berkeley Group's shares were hit after its biggest investor,
Saad Group, was forced to dump £20 million shares on the
market after difficulties with the Saudi group’s credit lines.
This type of situation is proving to be pretty typical of
current market conditions, where divestment now appears
to be as commonplace as capital raising.

On that theme, Barclays agreed to sell its fund
management division, Barclays Global Investors (BGI), to
US money management firm Blackrock for £8.2 billion.
Blackrock is paying a mixture of cash and shares in a deal
that will create the world's biggest asset manager. Barclays
staff who own stock in BGI will share a windfall, with Bob
Diamond, the president, getting £16 million (not bad given
bonuses elsewhere!). Barclays shunning of government
help has certainly helped their share price of late.

A sign of the times also sees Lloyds TSB closing its
Cheltenham & Gloucester branches from November, but
not any accounts or the C&G brand itself. Sadly, the C&G
savings range is not as competitive as it once was - with
C&G Cash ISAs currently earning a whopping 0.05%! The
European Commission also remains on Lloyds' case as
calls to separate out parts of the business following the
HBOS deal continue.

Finally, talking of Europe, the EU's concern for welfare
neither wearies nor grows old with the passing into law
of the EU's Horse Identification Requlations. Under these,
each and every owner of a horse or horses in member
states now has to sign a pledge — not to eat their animals!
A trainer from Newmarket, who asked not to be named,
said: “Eat horses? I'd rather eat their bl**dy requlations.
I've put them in the dung heap, where they belong.”
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