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Since our high school days we repeatedly asked ourselves the eternal question - ‘Will she or won’t 
she…’  Well, on Wednesday night she finally said that she will… Venit, Vidit, Vicit.  Janet-Caesar 
stated that she would do exactly what she said she would do…  The FOMC raised rates by 0.25% and 
reiterated their cautious (dovish?) outlook for the future. Clearly, we are closing 2015 and looking into 
a new financial environment for 2016. The US Dollar rallied, the US 10 Year Treasury remains almost 
unchanged, and equities rallied everywhere! Wonderful… Finance 101 holds true then… When 
uncertainty is removed, so is risk and therefore prices rise! In confirmation of this theory, the VIX 
crashed from 25 to the 17 level.  
But after a night’s rest, the equity markets chose to retrace the rally. Bonds held, the currencies held 
but the equities are clearly re-examining the true meaning of Janet’s words. 
Ahead of Friday’s open, the S&P 500 is still up 1.5% for the week and pretty much unchanged from 
Wednesday open to Thursday close.  And so ends the great debate of if/when/but/maybe.  And we 
feel reinvigorated and ready for the next debacle about the next rate rise, maybe in March? 
 
As we wrote last week, history teaches us that most of the damage that can be “done” by a rate hike is 
in fact already priced-in and executed prior to the deliverance of the actual event.  This week’s 
headlines have been dominated by events in the high-yield market with two high profile high-yield 
funds shuttering their gates and halting redemptions.  Third Avenue Management halted redemptions 
as they attempted to liquidate their $800Mn high-yield fund as the bid-ask spreads on their positions 
widened so far that they were not able to protect the capital of their investors.  In an attempt to wait for 
better pricing they have therefore stopped redemptions until they can (hopefully) attain proper sale 
prices for their remaining book of assets.  This was shortly followed by the news that the hedge fund 
Stone Lion would also suspend redemptions in its oldest fund as a result of “substantial redemption 
requests”.  Stone Lion manages a total of $1.3Bn and focuses on distressed debt… we fancy that 
there are some distressed managers currently working out how 2016 looks for them with an asset 
base that might be seriously repriced.  Even the famed activist investor Carl Icahn renewed his 
repeated criticism of the high-yield market, calling it a "keg of dynamite that sooner or later will blow 
up." He contended that some junk bond funds lack necessary liquidity and investors need to know 
more about their risks. 
 
The Fed were not the only central bank making headlines this week, with the Bank of Japan surprising 
markets today- announcing plans to increase purchases of exchange-traded funds (ETFs) and 
lengthening the maturity of bonds it purchases to encourage investment in the economy.  The BOJ 
said under the new program that it will purchase ETFs at an annual pace of 300Bn Yen ($2.45Bn) 
composed of stocks issued by firms "proactively" investing in physical and human capital.  The plan 
will start with purchases of ETFs tracking the JPX-Nikkei Index 400, which screens for factors 
including corporate governance and investor-focused management.  The new ETF purchase program 
will begin in April and is in addition to the current ETF purchase program of around 3Tn yen annually, 
so an additional 10% in equity purchases. To put this in context the BOJ held rates steady (at or 
around 0.0%!) but plan on increasing the monetary base by 80Tn Yen per annum or $650Bn per 
annum of planned expansion.  The size of the asset purchases is only a small addition in terms of the 
size of the market and perhaps this should be seen as an adjustment to the current plan. The 
investment will only be in domestically focused companies who are trying to expand their domestic 
business.  With marginal tweaks like this and an extension of the duration for bond purchases there is 
definitely a stimulatory lilt to the plan and one we expect to be continued in 2016. 
In other political spheres, we noted this week the most unlikely endorsement for Mr Donald Trump, 
(perhaps we should have seen it coming!), as Mr Vladimir Putin has given a glowing review of one of 
the most controversial candidates for the U.S. presidency, telling Russian media that Donald Trump 
was an absolute leader in the race.  Putin's remarks come after Trump's flattering words for the 
Russian president in November on the September episode of CBS' "60 Minutes" featuring Trump and 
Putin.  "I believe we will have a very good relationship with Russia. I believe that I will have a very 
good relationship with Putin," Trump said.  With Ukraine defaulting on $3Bn of debt to Russia this 
week and the 5Yr Russian Federation CDS having widened by 20% in the last 4 weeks, perhaps Putin 
is looking for some stronger allies who pay their debts! 
As we come close to the end of yet another difficult year, we maintain our optimistic outlook for the 
economies around the globe and would encourage you all to smile, and consign this year to the past.  
We at Bedrock will live by the words of Einstein (again), “Learn from yesterday, live for today, hope for 
tomorrow.  The important thing is to not stop questioning.”   
 
We plan to analyse; and next week we will send out all that we see in our Crystal Ball for 2016. 
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Market Weekly Highlights: 
 
 

 The Dollar moved up slightly for the week after the Fed announcement on Wednesday; with 
the USD Index (DXY) hitting 99.03 and now trading at 98.90. The US$ is trading at about 
$1.0820 against the EUR and at 0.9950 against the Swiss Franc. The Pound is now at 1.49. 
We maintain our belief in the fundamental strength of the US$ in the longer term. This view is 
driven by the outlook for interest rates to rise further or hold in the US and hold or decline 
elsewhere. The Japanese Yen is back where it started the week at 121.40. Gold has dropped 
$20 this week and is now at $1’055, arguably simply the offset of the rise of the US$. We note 
that Oil has fallen quite heavily and is now trading at $35.02/Bbl. for WTI and with Brent at 
$37.48/Bbl. The Russian Ruble moved in-line with oil, now at 70.92 per USD. The Brazilian 
Real is weaker as well at 3.90.  We do not see a significant further rally in the Real and our 
outlook would be for sustained weakness. 

 

 The US 10Yr Treasury yield moved higher reaching 2.33% this week prior to the first rate rise 
was announced by the FED since 2006 and is trading around 2.19% with the US 5 year yield 
at almost 1.69% today. The German 10Yr Bund yield spiked early this week from 0.54% to 
0.68% and is trading now at 0.56%. The Spanish 10Yr yield has followed the move and is 
trading around 1.71%.  Italian 10Yr yield followed suit and is currently at 1.58% having been at 
1.72% in the beginning of the week.  In the UK, the Gilts yield had drifted higher during the 
week to hit almost 1.96% from 1.80% only to trade back to 1.82% this morning!   The Swiss 
10Yr yield followed with a similar move seeing the yield rising from -0.20% to -0.12%, only to 
trade at -0.15% as we write. 

 

 This week was mixed for Equity Markets ending with both positive performances in US and in 
Europe; futures pointing south however in US as we write. The S&P500 closed last night at 
+1.47% for the week. The Dow Jones is at +1.34% for the week and NASDAQ at +1.40%. The 
DAX is currently trading at +2.6% for the week, the CAC40 is +1.7%, SMI +1.5%, the UK 
FTSE trading +2.0% and the EuroStoxx50 at +1.9%.  In Asia, the Nikkei has closed the week 
at -1.27% whilst the Shanghai composite and the Hang Seng Index were up respectively 
+4.20% and +1.36%.  
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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/

