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Another week has come and is going… We are deep into Q1 earnings’ season and so far, about 80% of 
reports have beaten expectations. This is with expectations being exceptionally low - When the bar is on the 
floor, it is easy to jump over it… But then, these results can support US indices at about their all-time highs. 
Seems reasonable… Then we look at an obscure statistic - For the first time ever, Americans spent more 
on restaurants than on groceries... Does this suggest a sentiment of comfort as restaurant dining is 
amongst the first expenditure cuts when things are bad? Or is it a response to increased offerings driving 
demand? Or is it a change in demographics? A bit of each probably.  
Federal Reserve officials painted a mostly uninspiring picture in their latest economic assessment, as per 
the “Beige Book”, calling growth overall "slight" or "moderate" across most of the country. The report comes 
amid sharply diminished expectations for first-quarter growth. The Atlanta Fed's GDPNow tracker has GDP 
for the U.S. economy gaining just 0.2%, though that has seen a slight uptick in recent weeks. Perhaps most 
importantly, signs began to emerge that consumers were spending the savings they reaped from falling 
energy prices. Despite some recent sabre-rattling from Fed officials, the potential for 2015 to pass by 
without monetary policy tightening becomes greater when looking inside some of the metrics the central 
bank policymakers use when formulating their decisions. A Goldman Sachs analysis of current trends 
asserts that the high U-6 (a broad measure of unemployment) could give the Fed some cover in keeping its 
target funds rate near zero for at least a little longer than current expectations. The future path and its 
statistical expectations will be strongly affected by today’s publication of March CPI. Core CPI, excluding 
food and energy, is expected to come in at +0.1%, after +0.2% last month. The 10-year Treasury Note 
yielded 1.88% in late trading Thursday after Lockhart said economic weakness means the Fed can take its 
time in raising short-term rates. We remain confident that US rate rises are not coming anytime soon! 
 

Crude futures are now up 17% this month. WTI futures for May surged more than 5% Wednesday after U.S. 
government inventory data showed the smallest rise in oil stockpiles this year, a drop in gasoline inventories 
and a slight fall in U.S. oil production. We analysed the US oil stockpiles which have swelled significantly 
and chose to test the true stockpile in terms of utilization - In 2000 the stockpile of 1.47 Billion barrels 
represented 75 days of consumption and at today’s level of 1.86 billion suggests 97 days of a 3.5% lower 
daily use (EIA data). A truly significant increase in stockpiles! Oil prices appear to have re-found their 
balance at about $56 for a barrel of WTI. Yes, we may not be addicted to oil; however, our cars are… 
The ECB made no change to any of its key interest rates, merely confirming that the combined monthly 
purchases of public and private sector securities it announced in January will continue to amount to € 60bln. 
Notably, the ECB also underscored that it intends (not expects) to continue such purchases until end-
September 2016, with President Draghi suggesting that speculation of a tapering or earlier exit is 
unwarranted. The ECB statement also repeated that it will continue such purchases until a sustained 
adjustment in the path of inflation emerges, which is consistent with its inflation aspiration. The ECB is 
seemingly tying its policy stance to prevailing inflation. If real and monetary data continue to improve, 
markets may get wary that the ECB is providing too much stimulus. The US Dollar gave back a little of its 
recent huge gains, but we remain with our views of a strong US Dollar against most other monies, 
especially the Euro; the US being the only major central bank that isn’t easing further. 
China's economy grew at its slowest pace since the global financial crisis in the first quarter, data showed 
on Wednesday, building the case for further stimulus from policymakers. GDP expanded 7% in the three 
months to March from the year ago period, lower than the 7.3% print in the previous quarter. This is the 
worst showing since first quarter of 2009, when growth pace slowed to 6.6%. Analysts say markets 
shouldn't be surprised by the weaker growth as it's been part of Beijing's agenda to engineer a growth 
adjustment to rebalance the economy away from a focus on investment. 
 

China's big foray into global finance is causing nervousness on Wall Street while helping to exemplify how 
dysfunctional Washington has become. The Asia Infrastructure Investment Bank is positioning itself as an 
Asia-centric alternative to the World Bank and International Monetary Fund, even though the head of the 
World Bank on Tuesday tried to cast the AIIB as a partner, not a rival. However, some prominent U.S. 
voices recently have been expressing alarm both at the AIIB's growth, and its ability to attract U.S. allies 
even though the Obama administration has been seeking to discourage membership. The U.S. holds the 
largest voting bloc in the IMF/World Bank structure, but has not signed on to the China effort. "With U.S. 
commitments un-honoured and U.S.-backed policies blocking the kinds of finance other countries want to 
provide or receive through the existing institutions, the way was clear for China to establish the Asian 
Infrastructure Investment Bank," Summers, now a professor at Harvard, wrote. Critics worry that ultimately 
the institution will help China knock the U.S. off its pedestal as the world's pre-eminent economic and 
military superpower, give the dollar competition as the global reserve currency and to change a fundamental 
dynamic by filling a funding void. 
 

We close the week comforted by a stabilized energy market, low and stable bond yield, a very(!) low 
volatility in equities (VIX at 12.6), gold and currencies within their recent bands. Our screens and 
newspapers have substantially cleared of geopolitical noise - Ukraine has gone silent, Greece meanders, 
Iran is acting conciliatory with “only” ISIS on its rampage in Yemen falling further into chaos. We want to 
remind these people the words of Thomas Hardy, “You can do anything with bayonets except sit on them”. 
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This Week’s Highlights: 

 

 EURUSD gently pushed higher this week as the USD had a little slip on slightly weaker than 
expected data but despite good corporate earnings, seeing the pair move up to 1.08 now.  
Cable moved up very strongly this week, mainly on USD weakness rather than a renewed 
belief in the strength of the Pound; trading from the lows of the week at 1.4575 to nearly touch 
1.50.  USDCHF moved in line with Dollar weakness and gently slipped from 0.9850 to touch 
0.9536 this morning.  In China, the Yuan appreciated slightly and moved below 6.20 to hit 
6.1836.  In Brazil, the Real managed to breach the 3.0 figure for the first time in over a month, 
but trading slightly higher this morning at 3.02.  With the oil price moving higher and with the 
USD stumbling the Ruble has had a good week, seeing the USD drop from 23.6 to 48.50 – 
although the Ruble has lost a little ground today seeing it back to 51.00. 

 US 10Yr Treasury mirrored last week’s move, slipping from 1.96% to hit 1.84%. The German 
10Yr Bund has been bought up aggressively this week, dropping from 0.16% to hit 0.05% this 
morning… yet another a new all-time low.  The Spanish 10Yr yield moved higher this week 
from 1.22% to 1.45%.  Italian 10Yr followed the same line as Spain, moving from 1.22% to 
1.50%.  In the UK, the 10Yr Gilt continues to move to the beat of its own drum and bobbled 
around 1.58% - aside from the auction glitch which was postponed today due to a Bloomberg 
trading outage.  Swiss 10Yr yields slipped a little and are now -0.16%. 

 In general the US equity markets are slightly higher on the week.  Both the Dow and the 
S&P500 were a few basis points positive on the week as at yesterday’s close, +0.27% and 
+0.14% respectively, with the NASDAQ being +0.24%, but it is looking likely that they will turn 
negative on the open today.  Europe has had mixed results with the DAX -3.00%, CAC -1.60% 
and the UK FTSE at -1.48%.  In the Emerging Markets the Bovespa is -0.22%.  Russia stocks 
are up however by 0.83% on the MICEX. 
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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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