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Stocks and bonds have been winners in 2015 but according to one major player, stocks will prevail as the 
better investment this year. On Tuesday, BlackRock's chief investment strategist for fixed income, Jeff 
Rosenberg, said that if he were to take a bet on stocks or bonds in 2015, he'd pick stocks. "I'd be a buyer of 
the stock market, just because the risk and reward," he said. "The issue with bonds right now is there's a 
skew to the potential returns. The upside is quite limited, given how low yields are." Well, it hasn’t taken 
long for him to be vindicated: Thursday gave us all-time closing high on the NASDAQ which broke its 
previous high from March 2000, an all-time intra-day high for the S&P 500, whilst the DJIA lagged slightly, 
and closing away from its own high by about 1%. 
But our purpose is to see into the future, not the past (yesterday’s new highs are just that - yesterday’s 
news). According to Rosenberg, weak economic data in the first quarter was seasonal, and the economy 
could see a pickup in the second half of the year. "When you see the economic data change, the narrative 
around the bond market and the stock market will change at the same time." However, despite low rates in 
Europe, Rosenberg sees a combination of an improving economy and a potential Fed rate hike in 
September as catalysts for a bond sell-off. "The theme [for a Fed hike] is really all about the pace," he said. 
"My central case is around September and then another increase probably in December." 
Earnings for the most part have come in better than expected, despite headwinds from the strong dollar and 
low oil prices, which has given credence to the U.S. market that we're able to move higher yet from here. 
After the close on Thursday MSFT beat on both top and bottom lines and its stock rose further in after-
hours, then GOOG disappoints and rises anyway in after-hours. AMZN beat with a lower loss than expected 
and rose 7.5% after hours (probably big short covering) and then, IBM which disappointed the market on 
Monday, missing on top-line whilst beating on EPS, fell 1.5% on Tuesday but gained 3% yesterday. 
What do the charts tell us? Following last year's 7.5% increase, the Dow index is up just over one percent 
year to date. The index has consolidated near 18,225 since early March amid concerns that a stronger U.S. 
dollar could negatively impact earnings at U.S. multinational firms. But the weekly chart shows the Dow 
remains within a well-defined trading channel and exhibits a consolidation pattern consistent with a 
continuation of the uptrend.  A basic look at the 2015 S&P 500 chart shows a market that has seen a 
plethora of tops, bottoms and in-betweens in just 3 ½ months of trading, with a 6.3% difference between the 
index's intraday highs and lows. Point swings in the hundreds on the Dow industrials have been 
commonplace.  Yet investors aren't looking for protection—to the contrary, in fact. The most commonly cited 
gauge of investor fear, the CBOE Volatility Index (“VIX”), has plunged a stunning 35% year to date. Traders 
essentially buy the index as an insurance policy during troubled times. 
What about equities elsewhere? As per Goldman Sachs, Eurozone equities trade at a larger discount to US 
equities than they have historically – Earnings and growth are positively correlated and therefore better 
growth prospects in Europe could provide a constructive backdrop for earnings. Japanese equities remain 
attractively valued. Strong dispersion in EM – however as a whole, equities are fairly valued relative to 
history. Russian equities and Chinese financials trade at a discount while countries undergoing structural 
reforms like India and Mexico trade at a premium. 
Yes, equities appear to have both intellectual and real money support. What is happening with the bonds 
though? It's a conundrum: bonds aren't likely to win a popularity contest any time soon, but analysts don't 
expect investor demand will slack off. "There are two things going on that are offsetting each other. One is 
that there is quite a lot of concern about what happens to bonds when the Federal Reserve starts to raise 
interest rates; that's behind the lack of enthusiasm," said Richard Jerram, chief economist at Bank of 
Singapore. "On the flip side, there is still globally a search for yield taking place." 
That demand doesn't look like it'll slack off anytime soon. Bond demand is likely to outstrip supply globally 
by around $450 billion this year on a notional basis, widening from $384 billion last year, JPMorgan said in a 
note earlier this month. Much of that buying may come from retail investors, estimating they will pour around 
$350 billion into bond funds after buying $500 billion last year. In the Q4 last year, bond mutual funds 
received higher inflows than equity funds for a third quarter (ICI data). "In other words, the supply/demand 
picture for 2015 continues to look supportive for bonds globally". Rational or not, at the end-of-the-day, it is 
supply and demand that set prices. For the week ending April 11th, global bond funds saw a net inflow of 
$4.7 billion, marking a 15th week of injections. Whilst we do not believe that bonds offer much in terms of 
rewards, clearly, there is reason to believe that there is little down-side risk in holding them. 
Now to oil; yet another conundrum! It has bounced-back against analysts’ predictions of just weeks ago. To 
one market technician, crude oil is trading like it is 2009 all over again. And that could be very good news 
for the oil bulls. Ari Wald, head of technical analysis at Oppenheimer, looked back to crude oil's massive 
decline in 2008. After losing nearly 80% of its value, oil prices rallied from the lows in 2009. And Wald says 
that crude oil today looks very similar the oil chart of six years ago. "Oil prices will recover, but they are 
unlikely to go where they were before the collapse. Near term, it's very slushy … but the dust has not 
settled yet because the fracking industry is young. It has not gone through a crisis before." - Fadel Gheit, an 
analyst at Oppenheimer said oil will probably settle in the $70-a-barrel range, and the U.S. unconventional 
industry will emerge from the collapse in prices as a changed industry. 
For those who find the wild intra-day market swings difficult to handle, do consider the sure cure for 
seasickness is to sit under a tree. May your weekend be sunny under your tree  
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This Week’s Highlights: 

 

 EURUSD remained relatively unchanged on the week with the German IFO numbers causing 
a rally from 1.08 to 1.09, USDCHF however is almost unchanged to the pip at 0.9530 as we 
write.  As the May 7th election looms on the horizon for the UK, the British Pound has 
managed to regain some of its lost footing and is back to recent highs of 1.5150.  The USD 
has managed to strengthen this week against the JPY, gently moving from 118.80 to 119.60.  
In the Emerging Markets we have seen that the Real has only had three trading days this 
week but has managed to gain further ground moving from 3.05 to hit 2.97 at the close 
yesterday.  As oil has stabilised well above 50 the Rub has steadied and is now trading at 
50.60 RUB/$. 

 US 10Yr Treasury reversed last week’s move, rising from 1.84% to hit 1.98%. The German 
10Yr Bund followed suit, dropping and sending the yields higher from 0.07% to hit 0.18% this 
morning.  The Spanish 10Yr yield moved lower this week from 1.48% to 1.34%.  Italian 10Yr 
followed the same line as Spain, moving from 1.50% to 1.38%.  In the UK, the 10Yr Gilt 
continues to move to the beat of its own drum and jumped from 1.55% to 1.72%.  Swiss 10Yr 
yields are now -0.08%. 

 In general the US equity markets are slightly higher on the week.  Both the Dow and the 
S&P500 were around +1.3% on the week as at yesterday’s close, with the NASDAQ being 
+2.5%, plus it is looking likely that they will move slightly higher on the open today.  Europe 
saw the DAX +1.30%, CAC 1.40% and the UK FTSE at +1.40%.  In the Emerging Markets the 
Bovespa is +3.2% and Tuesday was closed as well.  Russia stocks are up by 1.5% 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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