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We started the week on the news that the Greek parliament accepted the latest “Aid-for-reform 
package”! Well, we all knew that some agreement to something would be reached… But it isn’t over 
until it is over, certainly not quite yet - Since being agreed and signed, all three parties have said in 
one context or another that this agreement isn’t good - From Tsipras arguing that it isn’t tenable, the 
IMF (which owns 25% or so of the Greek debt) says that the Greeks can’t possibly repay their €242 Bn 
of debt without “haircuts”, and the German finance minister Schauble proclaiming that the agreement 
is bad for everybody. Didn’t they all realize this BEFORE signing? Well, markets seem not to care 
about the deep, underlying issues, just that there is an agreement.  
Then on Tuesday, another long-standing negotiation resulted in a document - After years of talks, 
negotiations between Iran and the U.S., Britain, France, Germany, Russia and China finally came to a 
conclusion this week in Vienna. Iran and six major powers clinched an historic nuclear deal Tuesday, 
sending oil prices lower. The agreement will see some sanctions on Tehran eased in exchange for 
restrictions to its nuclear program. In a tweet, Iranian President Hassan Rouhani said the deal showed 
that "constructive engagement works”. President Barack Obama said the deal would make the world a 
safer place. This deal demonstrates that American diplomacy can bring real and meaningful change," 
Echoes of Neville Chamberlain’s “successful” negotiation concluding with the infamous Munich 
Agreement in 1938… Some disturbing similarities can be seen in President Clinton’s “successful” 
negotiations with North Korea on the shuttering of their nuclear plant in 1994. A key US policy maker 
then was Wendy R. Sherman, who now led the nuclear negotiations with Iran. Israeli Prime Minister 
Benjamin Netanyahu lambasted the deal on Twitter, calling it a "historic mistake."  A feeling of 
“Groundhog Day”… We all know some history, but clearly chose to ignore its implications on present-
day “successes”… Well, let’s enjoy the euphoria in the markets for as long as it lasts… An interesting 
and positive outcome to the Iran agreement may emerge nearby - Suddenly, Saudi Arabia and Israel 
have a clear interest in joining forces (neither appreciate the said “success”)… Last week the 
billionaire Saudi Prince Bin Talal announced that he will go to Israel on a visit, sanctioned by his King 
(reported in Saudi newspapers). In 2008 President Obama stated that he wanted to put an end to the 
war in the Middle East and in so doing remove boots on the ground.  7 years later and we are at that 
inflection point and this is coupled with US oil production at similar levels to the Saudis. With no US 
presence in the Middle East the gap that is left is filled with the Israelis feeling betrayed and the Saudis 
needing a new partner. Are we witnessing a possible tectonic shift in the Middle East? 
 

Oil prices have been expected to come under pressure with Iranian oil coming to market. Citigroup's 
head of commodities research played down the impact of Iran's potential return to the oil market, 
saying traders shouldn't expect much net price movement in crude futures. "In six months we think 
we'll be at exactly the same level we're at now. It'll maybe go up a bit in the third quarter," Edward 
Morse told CNBC's Squawk Box. A Reuters poll of 25 oil analysts from leading banks and brokerages 
forecast Iran would be able to raise crude oil output by 250K to 500K bpd by the end of this year and 
by up to 750K bpd by mid-2016. The global crude market already has a 2.6Mn bpd surplus. The 
announcement of the deal Tuesday on Iran's nuclear program worsens the outlook for oil prices, but 
investors should look to China for the real source of pain, Signal Analytics CEO Stephen Davis said. 
"It's a double whammy. It's not just that supply is moving up way more than it should, but it's the 
demand is potentially weaker than people think, so it's actually the worst of both worlds…"   
But away from the oil patch, this may be good for the world economy. Today, WTI oil is trading at 
$51/bbl.  
Oh, with all these goings-on, we almost forgot- Janet Yellen was grilled by the Senate and under 
pressure, she did say that the Fed will raise rates THIS YEAR. Nothing happened… 
 

We now return to the really “big elephant” in our financial room - China. Its stock market have 
experienced huge volatility over the past month or so, falling 32% from their mid-June peak only to 
rebound 12% off the lows, still showing a huge 22% gain for 2015! For the second quarter, China 
reported its GDP grew 7.0%, beating a Reuters poll forecast for 6.9%. Industrial output for June rose 
6.8%, beating a Reuters poll forecast for 6.0%, while last month's retail sales climbed 10.6%, ahead of 
the Reuters poll forecast for 10.2%.The stronger-than-expected figures inevitably sparked renewed 
questions over the veracity of the official data- there are good reasons to think that the latest figures 
are mirroring a genuine stabilization of conditions on the ground. And now, on this optimistic note, we 
set our attention on the rush of Q2 earnings’ reports; 73% of reporting S&P companies beat 
expectations this week. Some, quite impressively - Netflix, Intel, Google, CSX, Schlumberger, Citi, 
JPM, Wells Fargo, Bank of America, Goldman Sachs and many others, justifying the new highs for the 
NASDAQ, S&P and DJIA very, very close to new highs... Is the S&P expensive at 15.5X forward 
earnings? If so, not by much, as it has averaged 15X… We leave you for another hot summer 
weekend with Yogi Berra’s observation “We made too many wrong mistakes”   
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This Week’s Highlights: 

 

 The Dollar had turned positive this week with the USD Index (DXY) moving from 96.00 to 
97.50. The US$ is now trading at about $1.0890 against the EUR and at 0.9580 against the 
Swiss Franc.  The Pound had a good week now trading at 1.5660 having been as low as 
1.5450. We maintain our belief in the fundamental strength of the US$. Again, this view is 
driven by the outlook for interest rates to hold or rise in the US and hold or decline elsewhere. 
The Japanese Yen has weakened versus the USD and is trading 124.05 having started the 
week below 122.00. Gold turned lower and we are now trading at 1,144. We note that Oil is 
lower in sympathy to the strengthening USD, with WTI at $50.90/Bbl and Brent at $57.00/Bbl. 
The Russian Ruble has weakened with the oil price decline and is trading at 56.80 per USD 
along with the Brazilian Real which is steady at 3.15 - Until the reforms are firmly in place we 
do not see a significant rally in the Real and our worries would be for further downside 
movements. 

 The US 10Yr Treasury yields moved lower throughout the week as the USD strengthened, 
seeing the yield move from 2.46% to hit 2.34%. The German 10Yr Bund has followed the 
news flows from Greece, but effectively unchanged on the week at a shade above 0.80% - 
having briefly spiked to 0.98% on Monday.  The Spanish 10Yr yield dropped significantly, 
sliding from 2.20% to hit 1.96% this morning. Italian 10Yr notes followed a similar trajectory, 
dropping from 2.20% and finally settling lower at 1.98%. In the UK, the yields were stable at a 
little above 2.0%. Swiss 10Yr yields remained stable at 0.08%. 

 In general the US equity markets are higher on the week.  Both the Dow and the S&P500 
closed Thursday night respectively at +2.03% and +2.30% for the week; and the NASDAQ 
being +3.31%, closing at a new all-time record - with the futures indicating a relatively flat 
open on Friday across the three indices.  Europe really has had a mixed week with the 
EuroStoxx50 +4.10%, DAX +3.25%, CAC40 at +4.45%, IBEX +4.10% and the UK FTSE at 
+1.80%.  With the Shanghai bouncing by 2.05% but the Nikkei was up more seeing +4.40%.  
The Greek stock exchange is currently still shut – we await its reopening after the banks are 
released. 
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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 5455 
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