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It is Friday the 13th, for the second time this year… Well, we did survive the first one, so it is likely we 
will survive today… Especially as it feels as though springtime is upon us; the USA already being on 
summer hours. We are closing Q1 slowly, with the financial world focused on three topics - The start of 
the ECB’s QE as of Monday past, the rise of the US$ and the effects of the dramatic fall in oil. We will 
try to view all this with the perspective of time: 
Six years ago to the day, on March 13th 2009, oil traded at $46, exactly where we are trading today; 
having risen powerfully from $33 at the close of 2008. Well, those were sad days of economic 
meltdown, unlike today, a time when economies are clearly mending. 
Similarly to those days of 2008 when the Fed had embarked on its first attempts at QE, we now have 
the ECB launching its own version. Well, the US$ is flying on expectations of US tightening vs. all 
other Central Banks’ loosening. Back then as oil rose to $46, the US$/Euro was trading 1.2928 and 
the Swiss Franc was 1.1852.  Arguably, with oil at $46/Bbl. it was “worth” Euro 35.58 and is now at 44. 
So is oil really down? For Euro-zone users, it is actually 23% dearer and exactly where it was for our 
American friends.  
Ten year US Treasuries yielded 2.89% on March 13th 2009 and the German ten year Bund was 
3.06%. Today, the Treasury yields 2.13% and the Bund is at 0.26% - The change here is quite 
dramatic, as German yields are now 1.87% below the US and were 0.17% above! And you wondered 
who was driving the World? Yes, you got it right- It is the Central Banks! 
 
Now let us try and look into the future - as we have a crystal-clear day (at least here in Geneva), we 
may see further than usual:  
Let us focus on the variable that is controlled by the central banks, i.e., interest rates. We all know that 
the ECB has embarked on its QE program of buying European bonds. That has the obvious outcome 
of lower yields across the curve. This should put the desired pressure on the Euro which will therefore 
remain soft against other majors. The US FOMC, which is broadly expected to start tightening, will 
therefore be adding fuel to the ascent of the Dollar. The big question here is whether or not Yellen and 
crew will take this into account and delay the anticipated tightening? Well, last Friday we got a stellar 
employment report for February, having added 295’000 jobs and a drop in the unemployment rate 
down to 5.50% - Yellen is stuck! A call for a rise in the fed funds rate based on the heating economy 
and the cooling effect the rising Dollar might have. Let’s have yet another look-back to 2008 - The 
broader measure of unemployment that includes those who have stopped looking as well as those 
working part-time for economic reasons—the underemployed—fell from 11.3% to 11.0%. The headline 
rate fell to its lowest level since May 2008. 
To us, condensing time we feel that there are many similarities between the numerical measures of 
today to those sad days of 2008. We remember fondly that the stock markets were just about to start 
their historic rally from early 2009 to today - are we facing yet another large leg up here? Perhaps in 
Europe the economy may appear mired in low growth and low-inflation, but shares are poised to surge 
as much as 70% by the end of 2016, Citigroup said. "European equities offer investors a historic yield 
pick-up over both corporate and government bonds," adding that the region's stocks haven't been this 
cheap compared with credit for over 50 years. Citigroup raised its end-2015 Stoxx 600 target to 450 
from 400 and introduced an end-2016 target of 550 as a "grey-sky" scenario; compared with the 
index's close around 393 Monday. Its "blue-sky" scenario is for around a 70% upside by end-2016, or 
a target of around 670, using higher growth and rating assumptions. Citigroup isn't alone in expecting 
the sun to shine on Europe. "The euro is on its way lower, but European asset prices are on their way 
higher," Julius Baer said in a note last week.  
Well, we would not argue against such titans of the crystal-ball. We would suggest that investors 
remain Euro-currency hedged…"Year to date, the euro's down 11%. This is only March. Do we have 
another 7% before the end of this year? I don't see why not," said Marc Chandler, head of FX strategy 
at Brown Brothers Harriman. "We're only about half way to where we're going (against the euro). 
...There's another 30 cents or so on the downside." Chandler said the euro could be setting up to 
retest its all-time low just above 0.82 to the dollar by 2016. Well, as the ECB loosens and rates tumble, 
the large Euro-zone trade balances swell even more, and then, we might see capital-flows leave the 
high savings of Europe, adding further downward pressure on the Euro. We say “stay away”. Some 
would argue that this expected fall in the Euro will drive US interest rates even lower, as savings leave 
the negative interest rates of Europe for the haven of the Dollar and the bliss of 1% yields… 
Hard to read the markets? You are not alone - Fewer than 1 in 4 active managers have outperformed 
market benchmarks over the past 10 years and only about 4% of large-cap growth fund pros did so in 
2014, according to a sweeping new study released Thursday by S&P Dow Jones Indices. 
We hope the 13th comes and goes like the last one did… We are idealists. We don’t know where we 
are going, but we are on our way… 
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This Week’s Highlights: 

 

 EURUSD dropped to 1.0495 this week, a figure not seen since January 2003.  Even after this 
enormous rally we remain constructive on the USD as the Central Bank policy is clear, even if 
the exact timing is not so.  USDCHF moved higher in line with the general Dollar strength, 
jumping from 0.9860 to hit 1.0129. Cable has dropped throughout the week from 1.5130 to 
touch 1.4850 this morning; however, the Pound hit an 8 year low against the EUR at 0.7014 
this week as the monetary policy and political landscape weigh heavily on the EUR. USDJPY 
has seen strength in line with the general USD rally, moving upwards from 120.60 to hit 
122.00, we are a little off the highs at 121.50 at the moment. The Ruble slid in line with oil 
price weakness, seeing the Ruble slump against the USD from 60.15 to 63.00 although it has 
regained a little ground as oil stabilised to be at 61.30 now.  The Central Bank also cut rates to 
14% but only the forward curves adjusted with this news. 

 US 10Yr Treasury yield slipped this week despite USD strength, the yield move from 2.25% to 
hit 2.14% today having been as low as 2.05% as the equities took a battering midweek.  The 
German 10 Yr Bund moved from 0.40% to a low of 0.186% as the ECB started to buy German 
treasuries in its first week of European QE, we have now steadied at 0.26%. The Spanish 
10Yr yield slid from 1.31% to 1.05% and settling now at 1.15%.  Italian 10Yr followed a similar 
pattern, dropping from 1.35% to touch 1.03% and also settling now at 1.15% - still trading pari 
passu with Spanish 10 Year debt.  In the UK, the 10Yr Gilt reversed its recent course sending 
yields lower from 1.95% to 1.75%.  Swiss 10Yr is unchanged on the week at -0.02%, very little 
to say here; whilst the 5Yr yield remains negative, dropping from -0.25% to -0.40% this 
morning. 

 The major European indices show steady performance for the week, the DAX leading the way 
at +1.75%, however the UK has seen poor performance on the week at -2.38%.  In the US, 
the S&P500 and the DOW were -1.67% and -1.33% respectively.  The NASDAQ is lower on 
the week at -1.80%. In Asia, China was down for the week at -1.4%, whereas Japan was up 
1.49%.   
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Highlighted items are interesting data points for the week 

  

 

          
All data is compiled from Bloomberg 
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Disclaimer 

This document is for information purposes only and has been prepared by Bedrock SA, representing the opinions and investment views of 
Bedrock SA as applied in its investment advisory and management activities. It is a private publication intended for private circulation only. It does 
not constitute a company survey, a financial research, an offer, a solicitation or a personal recommendation to buy or sell specific products or 
securities. Bedrock SA disclaims all liability for any losses or damages of any kind relating to such information, which may be changed at any time 
without notice. The risks inherent in certain investments, particularly derivative products, may not be suitable for all investors. The contents of this 
publication may have been used for transactions by Bedrock SA prior to their communication. Distribution or dissemination of this document 
and/or the sale of certain products mention herein are subject to restrictions. Copyright 2015 All rights reserved. Approved for circulation in the UK 
to professional clients only by Bedrock Asset Management (UK) Ltd which is authorized and regulated by the Financial Conduct Authority. This 
presentation is being made to you solely for your information and must not be copied, reproduced, further distributed to any other person or 
published, in whole or in part for any purpose. 
© 2015 Bedrock S.A. 4, ch. Des Vergers, 1208 Geneva, Switzerland, T: +41 (0)22 592 
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