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Today is Friday the 13
th
… a bad omen for some, inconsequential silliness for others. Divergence of 

opinion makes for a market! Last Friday we saw the US employment data which blew way ahead of 
expectations. The economy clearly running well, clearly the Fed is soon to act. All looked good back 
then. One week later and clouds of Oil and retail sales are back… 
We fondly recall the broadly held opinions for the consequences of the huge drop in oil prices from 
$110/Bbl to $40/Bbl- Generally viewed back then as the equivalent of a tax-cut, expected to be a boost 
to the consumer, driving demand for everything else, keeping inflation in check helping the doves of 
the Fed, pushing GDP up and therefore the markets. An oily Goldilocks was the consensus. This 
week, a renewed drop in oil prices on the back of a build-up in reserves had the inverse effect, 
stopping the equities rally in its track, as we received data that retail sales in the US are floundering 
and icons of the retail business such as Macy’s were punished on their poor sales and expectations. 
This isn’t a divergence of opinions but rather a sequence of misreading by the market as a whole… 
Let’s try to make some sense out of this confusion- 
Some investors believe that hedge funds will tend to sell stocks whenever oil breaks down, and that is 
just what happened on Thursday. The reason for this is because they think that whenever oil goes 
down, then that means the economy isn't strong enough to grow on its own. So if the Fed tightens, the 
stock market will be in trouble. Usually lower oil prices are bad for the stock market, but good for the 
real world. The extra cash in consumer pockets translates to higher purchasing power. Lower oil 
prices have now translated as being bad for the stock world, and bad for the real world. Yikes! We 
then expected M&A activity in the oil patch to drive valuations upwards. The Street expected Exxon to 
take a buying stance on Anadarko, but instead, we saw the latter approach Apache. So APA soared 
for a day as APC fell, but APA vetoed the bid and both APA and APC were crushed yesterday. All of 
this adds up to higher fears from investors that the Fed will tighten and send the market back to a dark 
hole of no growth. 
The market is looking at the August lows of $37.75 for WTI which as we write is trading steady at 
$41.82, well below the previously seen as important psychologically important level of $45… Later 
today we will get the monthly retail sales data which will be a significant factor for today’s trading, to be 
further affected by the Producer Price Index (“PPI”) for October (expected at 0.1%). A lot of data-noise 
with the volume on ‘high’ with much talk from Fed several officials:  Fed Vice Chairman Stanley 
Fischer, reinforcing previously stated confidence that more inflation was around the corner, said he 
expects the central bank's preferred measure to rebound to 1.5% next year and to hit a 2% goal in the 
"medium term." We ask ourselves if this is true, why rush a rate rise now? The “medium term” clearly 
isn’t next month…Dudley, a voting member of the Fed and vice chairman of the Federal Open Market 
Committee, emphasized, however, that a December lift-off depends on incoming data. Echoing 
comments from his colleagues, he said that the pace of tightening will be "quite gradual" once the Fed 
begins raising rates. Chicago Fed President Charles Evans also spoke Thursday, saying the central 
bank is close to reaching its employment target, but it could be "well into" next year before the goal for 
inflation is reached to support a rate hike. A lot of words… We wonder if indeed the Fed has the power 
to affect the real economy, inflation and employment, or do they only have the power of the word to 
move the thinking of market players?  
Is the European Central Bank any different? Addressing the European parliament's Economic and 
Monetary Affairs Committee Thursday, Mario Draghi said that "downside risks stemming from global 
growth and trade are clearly visible" in the euro zone. He then paved the way for further monetary 
easing in December, warning that signs of a sustained turnaround in core inflation had weakened. The 
bank's inflation target is 2% but the euro zone is currently flirting with deflation after the inflation rate 
flat lined in October. 
 
We have felt comforted by the thought that the Central Banks are holding our hands. We are starting 
to wonder if they truly have an understanding of what is going on? This concern might be at the core of 
the general uneasiness in the markets. Does the captain of this ship have a map? 
In its latest World Energy Outlook, the IEA's central scenario for oil prices forecast that the oil market 
would rebalance at $80 a barrel in 2020, "with further increases in price thereafter." The IEA forecast 
that demand would pick up slowly to 2020. They now forecast demand of 103.5 million barrels per day 
by 2040 – we are at 94.5 million now, having come from 80 million ten years ago. If you wondered why 
air pollution and global warming are increasing, we are burning more and more of the stuff… Maybe 
governments should simply raise taxes on oil? By say 100%?  
Watching the preliminaries in the US Presidential elections, as Ben Carson is encroaching on Trump’s 
lead in the GOP, we wondered what would happen were he to win- Will he be addressed as Doctor 
President or just Mr. President? We go to our weekend thinking of Carl Sagan’s words “The universe 
seems neither benign nor hostile, merely indifferent.” 
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Market Weekly Highlights: 
 

 The US Dollar index (DXY) which opened the week at 99.20 moved sideways during the week 
and is trading fractionally lower at 98.82 by this morning. The US$ is at about $1.0770 against 
the EUR and at slightly above parity against the Swiss Franc. The Pound has strengthened 
against the USD this week and is trading at 1.5222. We maintain our belief in the fundamental 
strength of the US$ in the longer term. 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 122.65. Gold has continued to trend lower, dropping to $1,083 
this morning. WTI slid throughout the week, dropping 3$ to trade today around 
$41.88/Bbl whilst Brent trading at $44.66/Bbl almost unchanged on the week. The Russian 
Ruble lost some ground against the USD and is now trading at 66.50, with the Brazilian Real 
quasi unchanged at 3.77 this morning.   
 

 The US 10Yr Treasury yield has moved sideways this week as the market already adjusted to 
the higher probability of a rate rise in December and is trading around 2.30% (almost where it 
was a year ago).  The German 10Yr Bund has moved higher during the week, sending the 
yields down to 0.57% as we write, having reversed last week’s move. The Spanish 10Yr yield 
has followed the move and is trading around 1.82%.  Italian 10Yr yield followed suit and is 
currently at 1.57%.  In the UK, the yield of Gilts has drifted sideways during the week and now 
is trading lower at slightly below 2.00%.   The Swiss 10Yr yield is unmoved at -0.30%. 
 

 Equity Markets gave back some of their gains of last week and are generally all looking to 
closing the week on a negative stance.  The S&P500 closed last night at -2.57% for the week. 
The Dow Jones moved lower and closed last night at -2.33% for the week and with the futures 
pointing to a flat open. The DAX is currently trading at -2.05% for the week; the CAC40 is -
2.90%, SMI -2.17%, the UK FTSE trading -3.17% and the EuroStoxx 50 at -2.66%.  In Asia 
the Nikkei is the only market which closed the week on a positive note at +1.72% whilst 
Shanghai composite and the Hang Seng Index were down respectively -0.26% and -2.06%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. 
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