Bedrock Newsletter Friday, July 24" 2015

It is Friday and we are back for our weekly chore of sifting through the data and noise to uncover and
identify information. We’re now deep into earnings season and so far 72% of the S&P 500 stocks have
“beaten” expectations. And yet, year-to-date the S&P has risen barely 2% and the DJIA is flat. The
tech-heavy NASDAQ though is up about 8.50%, having (at last) clawed back its highs of 15 years ago.
Amazingly, the Greek agreement, derided by all its parties, has been ratified by all governments
concerned. Clearly the ridiculous and the impossible do happen!

The big surprise this week was all the positive news, though it may not seem so initially - The CBOE
Volatility Index, commonly known as the market's fear gauge, has reached a record low for the year.
The VIX dropped 29% over the week ending a week ago to 12.04 and now at 12.64, the lowest level
since December 2014. The fear index, which measures implied volatility based on options and signals
investor uncertainty, reached its peak in October 2008 at 89.53. This is welcome news for the stock
market, as prices are inversely sensitive to perceived risk! Is this to continue? Well, we're only 2.5
years into this period of low volatility and historically, these periods tend to last five years. We can
make the argument that there is another 2 or 2.5 years of a low volatility environment which could
correspond with an ongoing bull market. And yet, the S&P 500 and Dow Jones Industrial Average
have been bouncing around in a tight range for the better part of 2015. But according to top technician
Ralph Acampora, if the market doesn't make new highs soon, it could lead to major problems down
the road. For Acampora, who is unofficially called the Godfather of ‘Technical Analysis’, these failed
rallies have brought about a lack of leadership. "While the Dow is going sideways and attempting to
make new highs, transportation is rolling over. That's not a good sign". Despite his concerns,
Acampora is sticking to his year-end target of 2,250 to 2,300 "I have to stress, we need new highs or
I'll have a problem later on," he added.

After a strong rebound over the past week, stocks look primed to make fresh all-time highs. However,
that's not necessarily an indication of bubbly inclinations. In fact, despite what may be the public's
perception to the contrary, market valuations have actually fallen from recent peaks. That means
shares prices have gotten cheaper per dollar of expected earnings. As of last Friday's close, the S&P
500's forward price-to-earnings ratio (a measure of valuation that divides the S&P 500's price by the
earnings that analysts expect companies to report over the coming year) sat at 16.8, according to
FactSet. That's substantially below the recent peak for forward P/E logged in the beginning of March,
which was then 17.3 and a drop in this ratio suggests a decline in valuation as the prices rise!

Every time it looks like the economic field of vision is clearing, something seems to happen to blur it up
again. As the Federal Reserve looks for a clear-cut sign to raise rates, last Friday's inflation report
brought a little something to both sides of the debate: Signs of upward pressure in the headline
numbers, but no persistent wage pressures in the underlying mix. The 0.3% rise in the consumer price
index was in line with market expectations. In fact, real average hourly earnings actually fell 0.4% from
May to June, according to the Bureau of Labour Statistics. Real average weekly earnings fell 0.3%.
Bond guru Jeff Gundlach of DoubleLine Capital said this week that GDP growth was well below the
levels that would merit a rate hike. "If you had just come from Mars and looked at that one chart you
might have thought, 'l wonder if the Fed's going to ease?'. | can see why the Fed wants to get off zero
... | really don't think it's going to be able to." Perhaps Janet Yellen was just testing the markets’
reactions when she suggested a rate hike was coming?

On Wednesday, Gold marked its 10th straight day of losses, the longest losing streak for the precious
metal in almost 20 years. And some traders say the collapse isn't over yet. The commodity fell as low
as $1,080 on Wednesday, reaching new five-year lows. Gold is down 5% on the week and has lost 8%
on the year. If gold were to finish the year at its current level, it would mark the first time it has posted
three straight years of losses since 1996. Arguably, this move down is in-line with the strong US Dollar
and the street’s expectations for US$ interest rates to rise soon.

Last year’'s theme was that the drop in oil prices and consequently in petrol would release disposable
income for spending on everything else - Well, Americans are not spending much of the money they're
saving at the pump. While consumer spending has picked up since Q1, results for the year so far have
fallen short of expectations. Prices at the pump are still 30% lower than they were a year ago,
according to AAA. This mystery turned into something more akin to the 'Hound of the Baskervilles,'
where the central clue was the absence of a barking dog. As is now painfully obvious, the American
consumer took their gas savings, bypassed the mall, and just went home.

The Chinese Band (the currency, not music!) is playing live... The sounds of silence it would seem, as
the CNY/USD exchange rate is locked at 6.20 and therefore appreciating against just about all others.
Well, as per the Big Mac Index, the Yuan is still cheap, as the Mac costs there $2.74 vs. 4.79 in
America, $4.05 in the Euro zone, $2.99 in Japan and $6.82 in Switzerland (where one should eat
cheese, not burgers)... We go into next week thinking of Bertrand Russell’s thought that “The fact that
an opinion has been widely held is no evidence whatever that it is not utterly absurd”...
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This Week’s Highlights:

e The Dollar had turned negative this week with the USD Index (DXY) moving from 98.00 to
97.20. The US$ is now trading at about $1.0930 against the EUR and at 0.9615 against the
Swiss Franc. The Pound had a bad week now trading at 1.5470 having been as high as
1.5670. We maintain our belief in the fundamental strength of the US$. 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 was steady versus the USD and is trading 124.00 having started the week
at 124.27. Gold turned lower and we are now trading at 1,082. We note that Oil is lower, with
WTI at $48.65/Bbl and Brent at $55.38/Bbl. The Russian Ruble has weakened and is trading
at 58.19 per USD along with the Brazilian Real which is now at 3.28 - 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.

e The US 10Yr Treasury yields moved lower throughout the week as the USD strengthened,
seeing the yield move from 2.34% to hit 2.27%. The German 10Yr Bund has followed the
news flows from Greece, but is now lower on the week at a shade above 0.73% - having be as
high as 0.81% on Monday. The Spanish 10Yr yield was stable at a little above 1.95%. Italian
10Yr notes dropped from 2.01% on Monday to 1.89%. In the UK, the yields moved lower from
2.08% to 1.97% this morning. Swiss 10Yr yields were slightly negative this morning, moving
down from 0.08% at the beginning of the week, and are now at about 0.00%.

¢ In general the US equity markets are lower on the week. The Dow and the S&P500 are now
respectively at -2.14% and -1.05% for the week; and the NASDAQ being -0.32%. Europe
followed the same pattern this week with the EuroStoxx50 -1.03%, DAX -1.81%, CAC40 at -
0.79%, IBEX -0.76% and the UK FTSE at -1.90%. With the Shanghai bouncing by 2.87% but
the Nikkei was down by -0.27%. The Greek stock exchange is currently still shut — we await its
reopening after the cautious relaxation of capital controls.
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Highlighted items are interesting data points for the week

MARKET INDICES PERFORMANCE 2300712015
PRICE CHANGE IN % [unless indicated)

INDEX NAME CCY  Last Price 1D MTD [ m &M ¥TD (13 v

ast Price M M L &M

EQUITY MARKET INDICES - BY REGION PIE

S&F 500 INDEX usD 2102.15 056 A04 180 030 073 245 210 574 57.07 17.53

DOW JONES INDUS. AVG usD 17731.02 087 244 0.4 430 03 034 051 370 an54 15.87

NASDAQ COMFOSITE INDEX  USD 5145400 048 032 320 047 1.07 817 568 15.08 78.78 10.36

RUSSELL 2000 INDEX usD 1244871 108 219 072 303 A7 471 334 767 62.18 18.67

EURD STOXX 50 EUR 3634.64 003 A13 598 050 220 7.29 15.34 1270 8867 15.55

EURO STOXX 600 EUR 388.1 053 A1 438 0.18 256 7.45 16.18 1557 s8.82 16.74

CAC 40 INDEX EUR 5085.74 008 073 6.18 D82 221 8.81 18.05 1533 6544 16.40

DAX INDEX EUR 151211 007 458 498 018 272 7.88 17.17 1731 78.79 14.39

FTSE 100 INDEX GBP 5655.01 015 A8 108 283 504 268 120 250 o085 16.18

SWISS MARKET INDEX CHFE 038157 0o 068 8.58 a3z 0s8 1408 448 864 51.85 18.43

NIKKEI 225 JPY 30883.05 D44 037 152 155 282 7.2 17.72 3441 12204 10.37

HANG SENG INDEX HKD 35308.85 046 430 435 838 4052 104 8.7 401 3283 1241

SHANGHAISE COMPOSITE ~ CNY 4123023 244 287 48 4320 735 2148 2585 330 5085 16.62

S&F BSE SENSEX INDEX INR 2837084 045 068 178 105 203 344 280 7.61 a7.10 16.69

RUSSIAN RTS INDEX $ usD s84.47 -1.80 446 725 238 -15.98 8.18 10.25 3118 -33.67 580

BRAZIL IBOVESPA INDEX BRL 49806.83 218 £.15 617 7.50 1190 211 040 1408 5.38 1141

MSCI WORLD usp 17628 021 A0 157 128 206 322 31 037 4855 17.15

MSCI WORLD HEDGED usp 751885 027 104 243 089 gz 554 657 270 e5.52 -

MSCI WORLD LOCAL - 1345522 028 408 238 405 3 451 547 7.88 58.40 -

MSCI AC WORLD usp 42718 D27 A 0.7 480 338 214 241 432 4088 18.44

MSCIEM usD 02358 070 482 501 702 4291 570 342 1455 155 11.08

MSCI AC ASIA x JAPAN usD 563.37 038 A07 408 847 1102 405 008 554 o019 1248

MSCI EM LATIN AMERICA usb 235,87 237 £50 781 520 4491 1454 473 3470 A48 13.82

MSCI EM Eur, ME & Africa usD 267.60 051 201 -3.38 403 02 457 .14 1088 1208 11.01

EQUITY MARKET INDICES - BY SECTOR FIE

MSCI ENERGY usD 210.08 D34 251 5.68 874 4400 860 A1e7 3218 733 2017

MSCI MATERIALS usD 21228 Do 313 455 700 053 408 484 742 518 17.16

MSCI INDUSTRIALS usD 19850 D42 A63 031 318 478 003 037 Rt 4478 16.89

MSCI CONS DISCRETIONARY  USD 20171 018 032 210 028 033 8.07 832 1057 78.00 18.11

MSCI CONS STAPLES usb 208,56 008 030 408 183 061 184 482 508 37.43 2085

MSCI HEALTH GARE usp 226,81 021 024 407 173 233 828 1347 19.34 g2.11 19.57

MSCI FINANCIALS usp 106.38 027 041 248 051 D48 558 35z 134 57.85 14.06

MSCI INFO TECH usp 14833 012 165 268 073 165 338 357 7.80 58.54 17.40

MSCI TELECOMS usp 714 o008 68 062 475 235 1683 am 228 8.2 18.47

MSCI UTILITY usD 11403 a72 452 22 D42 401 248 734 724 18.63 15.54

MSCI WORLD REAL ESTATE  USD 192.18 051 052 244 009 562 574 417 Do o0.47 2485

HEDGE FUND INDICES

HFRX GLOBAL HEDGE FUND  USD 1240.23 007 0.04 051 082 104 201 179 LES PRl

HFRX EQUAL WEIGHTED usp 1214.58 o008 002 D44 031 047 225 107 D44 8.87

HFRX GLOBAL EUR EUR 1140.17 007 0.03 D44 .88 .37 1.60 130 .00 8.35

MARKET INDICES PERFORMANCE 2300712015
PRICE CHANGE IN % (unless indicated)

INDEX NANE TCY  LastPrice o 50 WD ™ £ I Fan] v 3

FIXED INCOME INDICES - YIELD ON US GOVERNMENT BONDS (Change in bps)

US 3 MONTH usD 0.0305 .00 ooz 003 0.03 ooz 00z 001 0.01 -

US 2 YEAR usp 08845 .00 0.03 005 0.01 018 0.21 003 0.20 -

US 10 YEAR usD 22608 0.00 0.08 op8 .10 038 047 010 023 .

FIXED INCOME INDICES - BY TYPE OF ISSUER Vield to Warst

GLOBAL AGG TR HEDGED usD 47648 011 0.40 058 0.81 165 128 020 317 835 173

US GOVERMMENT TR usD 2087.11 022 038 041 0.87 104 .28 D48 251 208 173

US CORPORATE TR usp 257535 028 0.50 048 o7s 202 258 047 083 772 330

US HIGH YIELD TR usp 1848.20 07 A om0 .82 211 128 180 085 10.41 882

E£U GOVERMMENT TR EUR 2383 0.08 061 130 121 356 .85 0.oe 474 2134 03

EU CORPORATE TR usD 24428 0.01 0.48 0.5 0.5 202 128 053 253 16.68 132

EU HIGH YIELD TR EUR 276.13 .01 025 141 045 057 157 274 348 35.03 4.31

BARCLAYS GLOBAL CONVERT. USD 22458 008 041 0.08 167 178 3.80 482 378 36.70 -

GLOBAL EM TR (HEDGED) usD 328.2603 008 0.08 024 .04 134 213 278 033 11.81 500

S&PILSTA LS. LEV LOAN usD o4.52758 038 0.52 058 0.09 224 110 088 430 035 5.21

COMMODITY INDICES - BY TYPE OF ISSUER

GSCIINDEXTOTALRETURN  USD 2883.608 110 373 1124 -10.85 4100 173 1142 182 4038

GSCI ENERGY TR usp 557.13 140 327 1412 -15.40 14,81 170 1158 5144 45.08

G5CI INDUSTRIAL METALS TR USD 1070.504 48 482 582 7.5 4132 035 1538 2475 2504

GSCIPRECIOUS METALS TR USD 1347221 018 447 &8 707 848 1818 777 1841 3381

©5CI AGRICULTURE TR usD 4018603 005 538 838 1.68 027 460 520 1308 4388

GENERIC 1ST'CL'FUTURE  USD 4845 056 520 1878 083 4754 20 583 5317 4553

GOLD SFOT SI0Z usD 1000.6 05 438 7.47 771 a0z 81T 844 1615 3138

CURRENCIES

DOLLAR INDEX SFOT usD 57,1501 034 042 208 228 054 284 705 2050 16.00

Euro Spat EUR 1.0084 037 1.04 A3 234 D 263 o585 872 027

Japanese Yen Spot Y 12303 00z 0.15 A4 008 307 440 a3 783 3801

British Pound Spot GBP 15514 023 078 148 -1.45 191 285 058 558 018

Brazilian Real Spot BRL 3.2857 191 393 550 84D 59 2147 1812 3245 a5

China Renminbi Spot cNY 6.2008 0.00 0.00 o4 .04 024 074 007 035 284

Singapore Dollar Spot SGD 1.3888 018 028 AT 203 288 o4 334 840 703

Norwegian Krone Spot NOK 5.1788 D44 051 440 442 537 _5.00 020 2450 2555

VOLATILITY / LIQUIDITY INDICES

CBOE SPXVOLATILITY INDX ~ USD 12.04 420 438 3088 .88 285 2413 a7 578 3835

USD SWAP SPREAD SEMI 2vR 25 0.00 362 a4 13.25 854 201 808 25.00 1.1

TED SPREAD 26,48 089 265 485 403 308 o4 2022 2378 26,42

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.
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