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Today is Judgement Day for those of you who are of the Investment Persuasion. It is today that we will 
get the October Non-Farm-Payroll (“NFP”) data. If the American economy has sinned and produced 
less than the expected 185’000 new jobs, the FOMC will likely NOT raise rates in December, 
punishing those of the faith with an extended period of uncertainty. However, if the number is to be 
better than expectations, we will likely be blessed with a December hike and a big Santa Claus rally 
into next year. The Lords of the FOMC will be driven by their “data dependent” concepts - A good 
number will tip the thinking towards a hawkish rise, a disappointing one will reinforce the doves.  
Clearly, other data such as the continuing Q3 releases whilst important will be at best anecdotal 
beside The Number. 
By the way, so far, of about 85% S&P companies reporting, 74% beat and 26% missed, much like the 
statistics of last week. This said, we can look at the same data with different eyes and note that this 
U.S. earnings season is on track to be the worst since 2009 as profits from oil & gas and commodity -
related companies plummet; with profits down 3.1% on a share-weighted basis. This would be the 
biggest quarterly drop in earnings since the third quarter 2009, and the second straight quarter of profit 
declines. Earnings growth turned negative for the first time in six years in the second quarter this year. 
The damage is the biggest in commodity-related industries, with the energy sector showing a 54% 
drop in quarterly earnings per share so far in the quarter, with profits in the materials sector falling 
15%. For the year as a whole, S&P 500 earnings are expected to fall 0.5%. For 2016, earnings growth 
is now seen at 7.9%, down from 10.9% in late July.  
Coincidentally, Face Book [FB] did very well, and rising over 5% to a market-cap in excess of $300Bn, 
overtaking GE! The world, it is a-changin’… A Billion daily connected users are more valuable than jet 
engines, nuclear power generators, finance, widgets and other “real” activities… 
By contrast, the euro-zone is the only region worldwide where earnings are expected to “grow 
significantly” in 2015, according to a note from Societe Generale Head of European Equity Strategy, 
Roland Kaloyan (except perhaps for Volkswagen…). 
 
We now step back a little and try to focus on the current state of affairs - The NASDAQ 100 hit an all-
time high this week, the S&P 500 is at 2’100 about 6% away from our year-end prediction (2’229), the 
Eurostoxx 50, whilst 10% below this year’s high, it is up 14% from its lows for a 9% YTD gain. The 
volatile Shanghai index is up 11% YTD, and 23% up from its August lows. The Nikkei is up 11% YTD, 
WTI oil is 15% down for the year but this, after regaining 19% from its low in August; the benchmark 
10 year US Treasury Note now yields 2.23%, essentially unchanged for the year. The US Dollar index, 
“DXY”, is up 8.7% year to date and can be expected to take another leg-up if indeed The Number 
today were to please the deities of the FOMC… 
Recent strength in the corporate bond market is not necessarily a sign that the economy will improve 
significantly, Evercore Executive Chairman Roger Altman said Monday.  Altman made his comments 
in response to a Wall Street Journal article that suggested record bond sales by companies with good 
credit ratings in October was an upbeat sign for the economy. Corporate bond sales reached $103 
billion in October. 
 
We do know a lot about the past. This knowledge feeds many chartists who gladly trace lines on paper 
and screens, drawing past observations. This practice is fascinating for the adepts of this school and a 
pay cheque for those who scribble the lines through the data. The utility though is at best debateable. 
Tom Lee of boutique equity research firm Fundstrat Global Advisors said "Everybody is saying we're 
going to flatline into the end of the year. [But] given where short positions are and how much capital is 
on the sideline maybe ... we end up 10% [or] 12% for the year".  Whilst we do not have the resources 
or intelligence of Tom Lee and others of his mettle, we will venture that irrespective of today’s number 
(which after all, relates to the past), we expect equities to continue their rebound into year-end, bonds 
to remain in their 0.25% yield range around current levels and the Dollar to pursue its gentle rise 
towards parity, firstly with the Swiss Franc and later into next year against the Euro. We do recognize 
that others disagree - Marc Faber is again on his ‘doom and gloom’ mode, and economist El-Erian put 
the risk of a recession in the United States at 25% to 30%. Clearly, views which do not support our 
optimism-driven outlook. Others are questioning the bullish outlook for the Dollar, saying that the 
interest-rate differential is fully priced-in as is the change thereof. They would add that trade balances 
are as important as interest rates. The Euro-zone is trade positive and the US is in deficit. This 
differential is likely to expand (against the Dollar) as Europe is gaining traction. The Chartists will say 
that currency trends (since Bretton Woods) last seven years, and amazingly, the Dollar rally has just 
hit that time-mark… “We never liked these quandaries, and we always will”…We go to a weekend set 
for pondering the truths of our financial future.  Isn’t it nice to think that tomorrow is a new day with no 
mistakes in it yet!  
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Market Weekly Highlights: 
 

 The US Dollar moved much higher during the week, jumping up from 96.60 to 98.10 by this 
morning. The US$ is now trading at about $1.0870 against the EUR and at 0.9880 against the 
Swiss Franc. The Pound has weakened against the USD after the UK data yesterday and is at 
1.5130. We maintain our belief in the fundamental strength of the US$ in the longer term. 
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 dropped over the last few days and is trading at 
121.80. After the initial strength in the Gold it has dropped heavily back to $1,108.  WTI slid 
throughout the week, dropping to $45.50/Bbl.  With Brent trading at $48.40/Bbl, so almost 
unchanged on the week. The Russian Ruble is almost unchanged at 63.80, with the Brazilian 
Real has managed to find some strength even in the face of the USD rally, trading at 3.79 this 
morning.   
 

 The US 10Yr Treasury yield has moved higher again this week as the market adjusted to the 
higher possibility of a rate rise in December and is trading at 2.23% (almost where we started 
the year).  The German 10Yr Bund had moved significantly lower during the week, sending 
the yields up to as high as 0.62%, having reversed last week’s entire move. The Spanish 10Yr 
yield has followed the move and is trading around 1.82%.  Italian 10Yr yield followed suit and 
is currently at 1.68%.  In the UK, the yield on the Gilts has drifted sideways and in fact 
unmoved at 1.93% this morning.   The Swiss 10Yr yield is unmoved at -0.34%. 
 

 Equity Markets were generally all positive on the week as the earnings season continues to 
upwardly surprise.  The S&P500 closed last night at +0.99% for the week. The Dow Jones 
moved higher and closed last night at +1.13% for the week and with the futures pointing to a 
flat open. The DAX is currently trading at +0.10% for the week; the CAC40 is +0.94%, SMI -
0.13%, the UK FTSE trading flat and the EuroStoxx 50 at +0.36%.  The Shanghai composite 
closed the week on slightly more positive note at +6.13% whilst the Hang Seng Index was up 
only+1.00% for the same period. In Japan the Nikkei was up again by 0.96% for the week. 
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Highlighted items are interesting data points for the week  

     
   All data is compiled from Bloomberg 
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The content of this document has been approved and issued by Bedrock S.A. and Bedrock Asset Management (UK) ltd for information purposes only. The information and opinions contained in this document are for 

background information and discussion purposes only and do not purport to be full or complete. No information in this document should be construed as providing financial, investment or other professional advice. This 

information contained herein is for the sole use of its intended recipient and may not be copied or otherwise distributed or published without Bedrock’s express consent. No reliance may be placed for any purpose on the 

information contained in this document or their accuracy or completeness. Information included in this document is intended for those investors who meet the Financial Conduct Authority definition of Professional Client or 

Eligible Counterparty. 

Confidentiality 

This presentation and the information contained herein are confidential. Each copy of this presentation is addressed to a specifically named recipient and shall not be passed on to a third party. 
By its acceptance hereof, the recipient agrees to keep the presentation and its contents strictly confidential and may not disclose or divulge any information contained herein to any other person. This presentation cannot be 

published, copied, reproduced or distributed in any manner whatsoever. The recipient will use this presentation for the sole purpose of obtaining a general understanding of the business, operations and financial performance of 

Bedrock in order to make a decision as to whether the recipient should proceed with a further investigation of the Funds and this investment opportunity 

Bedrock reserves the right to request the return of this presentation at any time, without the retention of any copies by the prospective investor. 

Investment Risks 

The value of all investments and the income derived therefrom can fluctuate due to market movements and you may not get back the amount originally invested. In the case of overseas investments, values may vary as a result 

of changes in currency exchange rates. This may be due, in part, to exchange rate fluctuations in investments that have an exposure to currencies other than the base currency of the portfolio. Past performance is no guide to or 

guarantee of future performance. 

Limitation of Liability and Indemnity 

Bedrock expressly disclaims liability for errors or omissions in the information and data contained in this document. No representation or warranty of any kind, implied, expressed or statutory, is given in conjunction with the 

information and data. Bedrock accepts no liability for any loss or damage arising out of the use or misuse of or reliance on the information provided including, without limitation, any loss of profits or any other damage, direct 
or consequential. 

You agree to indemnify and hold harmless Bedrock and its affiliates, and the directors and employees of Bedrock and its affiliates from and against any and all liabilities, claims, damages, losses or expenses, including legal 

fees and expenses arising out of your access to or use of the information in this presentation, save to the extent that such losses may not be excluded pursuant to applicable law or regulation. 

Any opinions contained in this presentation may be changed after issue at any time without notice. 

Copyright and Other Rights 

The copyright, trademarks and all similar rights of this presentation and the contents, including all information, graphics, code, text and design, are owned by Bedrock. 

http://www.bedrockgroup.com/

