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Easter holidays are over, Q1 2016 ended last night and today is April Fools’ Day. Do read us with a
grain of salt today... What did we learn in Q1? For one, don’t panic and sell when markets fall
inexplicably... You no doubt remember the fears of earlier this year? Well, after tumultuous trading in
early 2016, two of the three major U.S. averages clawed back to finish the first quarter in the green.

At one point in the quarter, the major indexes plunged more than 11% from the start of the year. They
rebounded though, and enjoyed particularly strong runs in March. The Dow Jones Industrial Average
saw its biggest quarterly comeback since 1933. The S&P 500 and the Dow both rose for the second-
straight quarter, finishing 0.8% and 1.5% higher. The S&P enjoyed gains of 6.6% in March, while the
Dow climbed 7.1% for the month. The Nasdaqg, meanwhile, had its first negative first quarter since
20009, falling 2.8%. But the index also recovered in March, rising 6.8%. Early volatility drove investors
to gold, and the metal posted its best quarter in about 30 years. Gold prices rose 16.5% in the first
quarter. It is amazing how the talk on the street adapts itself to the market realities. The doom and
gloom of the impending global recession expected in the words of January and February have
dissipated and even reversed tone. China is no longer collapsing, deflation isn’t here, and no-one will
be drowning in deep oil baths. Causality is debateable here - Is oil rising because the economies are
growing again, or is the rise in oil driving the economies? Whatever... it is April First after all...

Here is a deeper view of the markets - 15 years ago, the dividend yield granted by the S&P 500 over
the prior 12 months was 1.4%, with about 1.5% expected over the following 12 months. This as the
10-year Treasury yield sat at a touch below 5%. In the modern era; the 10-year Treasury yield has
generally been higher than the S&P's dividend yield. The rationale is that stocks offered the possibility,
if not the outright expectation, of capital appreciation, while bonds hold no such opportunity if held to
maturity. On Monday, the 10-year yield was below 1.9%, while the S&P 500 dividend yield over the
past 12 months has been 2.1%, with about 2.3% expected over the next year. This is mostly a story of
the plunge in Treasury yields, which has come as dividend pay-outs have crept higher. Still, it is
striking to see the S&P's dividend yield outpace Treasury rates. While this may be viewed as a sign to
buy stocks, another possible conclusion is that investors have become highly pessimistic about how
future stock market returns will compare to their long-term average. If you go back to the '20s, people
used to consider stocks to be more risky, and therefore required a higher dividend yield than they did
on bonds. In some small way, perhaps that logic is taking root once again.

Oh, and we did have a huge rebound in oil prices. Once upon a time, when oil prices hinted at a rise,
markets fell as the common sense of those ‘once upon a time’ days was that oil price rises act like a
tax increase, halting the economy. Stocks then fell. But not this time. Even if the current rally in oil is a
so-called “Short Covering Rally”, it has driven WTI prices from a low of $26.95 in February to a high of
$42 just a couple of days ago (a 56% rise!). As we fill our tanks, do we ignore the price rise because it
was driven by hedge funds’ trading and not by a “real” economic reason? Not really... the price is up,
so Exxon and its brethren in that business see their shares rise and we pay more. Is this a “new
logic”? The talk on the street now points to further rises for oil in April. Under the “new logic” this
should drive equities higher too! Or not? Well, we will soon be reading Q1 earnings... The S&P 500
companies are expected to see a decline of 6.9% in first-quarter earnings, according to Thomson
Reuters. But some analysts are saying that they expect actual earnings to beat expectations... Is this
a circular logic or a lack thereof? Officially expect low, but hint that the others are wrong... Statistics
support optimism here, April is usually a positive month for stocks and the S&P 500 has been positive
70% of the time since 1945, ranking it as the second-best month after December, and in the past 10
years, April has been the top-performing month. The S&P has gained an average 1.41% in April going
back to World War II.

Better yet, a non-statistical view from long-time stock market bull Tom Lee who said that he expects
the S&P 500 to make a new all-time high by the end of May, on the back of improving fundamentals.
The bond markets keep grinding higher in price, eroding yields further. And the Fed-talk sounds dovish
so rate rise expectations are attenuated, and the US Dollar falters... is this by Fed design? Weaken
the currency and import inflation to reach the elusive 2% target rate? This clearly destroys the ECB’s
tactic of acquiring growth through the depreciation of the Euro which in the face of negative rates, is up
5% for the year against the Dollar. Currency wars are clearly on... unofficially of course. April's Fool...
It will help US corporate earnings though... yes, expectation may well be beaten but for the wrong
reasons... Oh yes, we hardly noticed that the scary Chinese Yuan is within 1% of its year-end rate.
We would argue that the Fed will raise rates, maybe later, but will. Then the Dollar will rise again.
Hold-on to your $$$ we say, but be ready for volatility to come visit. Tighten your FX seat belt, as you
relax your equity VIX belt! Enjoy a spring weekend, post today’s Non-Farm-Payroll data.
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Market Weekly Highlights:

e The Dollar has weakened again over the past week; with the USD Index (DXY) trading at
94.60, down from 96.30 at the start of the week. The US$ is now trading at about $1.390
against the EUR and at 0.96 against the Swiss Franc. The Pound is now at 1.4350 having
been as low as 1.4120 mid-week. We maintain our belief in the fundamental relative strength
of the US$ - this view is driven by the outlook for interest rates to hold or rise further in the US
and hold or decline elsewhere. The Japanese Yen has risen again, sending the USD down
from 113.80 to trade at 112.00. Gold is higher at $1,233. We note that WTI Oil has moved
significantly higher again to $38.00, whilst Brent has moved up to $40.00/Bbl. Russian Ruble
strengthened in line with oil price moves and is now at 67.00 per USD. The Brazilian Real has
rallied this week from 3.72 to 3.59. We do not see a significant rally in the Real and our
outlook remains for continued weakness.

e The yield for the US 10Yr Treasury is significantly lower for the week at 1.79%, having been
as high as 1.92%. The German 10Yr Bund yield remained relatively steady, but has now
dropped to 0.15%. While the Spanish 10Yr yield moved lower, dropping from 1.52% to
1.44%. The ltalian 10Yr yield moved lower but at roughly the same pace from 1.30% to
1.23% during the week. In the UK, the Gilts’ yields resisted the move lower, with yields steady
at 1.44%. The Swiss 10Yr yield is yet lower again at -0.33%.

e This week was generally positive for US equities but a mixed bag for European Equities. The
S&P500 was up 1.17% for the week. The Dow Jones was up 0.97% and NASDAQ at +2.02%
with all markets looking to open marginally down. The DAX is trading -0.2% for the week, the
CAC40 is now -0.16%, with the SMI at -1.22%, the UK FTSE trading +0.24% and
EuroStoxx50 at -0.77%. In Asia, the Nikkei has closed the week at -4.93%, whilst the
Shanghai composite and the Hang Seng Index closed up 1.01% and down 0.56%
respectively.

- Bedrock

THE BEDROCK
GROUP

www.bedrockgroup.com



http://www.bedrockgroup.com/

Bedrock Friday April 1% Newsletter
e E e EN

Highlighted items are interesting data points for the week

MARKET INDICES PERFORMANCE 31/03/2016
| PRICE CHANGE IN % (unless indicated) |
INDEX NAME CCY  Last Price [ 5D MTD M M &M ¥TD [ 3
EQUITY MARKET INDICES - BY REGION PIE
58P 500 INDEX usD 2058.74 020 113 0.00 411 077 7.07 0.77 0.00 2185 16.28
DOW JONES INDUS. AVG usD 17685.08 018 1.04 0.00 488 149 868 149 007 2138 16.28
NASDAQ COMPOSITE INDEX  USD 4880.848 0.01 212 0.00 284 278 528 275 021 s0.24 18.18
RUSSELL 2000 INDEX usD 1114.028 033 358 0.00 565 -1.82 1.50 -1.82 -11.00 1867 17.20
EURO STOXX 50 EUR 3004.93 129 -3.00 178 151 a8e 384 68 2058 1247 13.20
EUROC STOXX 800 EUR 337.54 105 228 152 187 813 380 13 1859 13.15 15.12
CAC 40 INDEX EUR 4385.06 134 248 181 210 8.6 253 598 1477 15.62 14.10
DAX INDEX EUR 098551 081 225 180 082 280 302 80 -18.38 2588 12.41
FTSE 100 INDEX GeP 81748 042 -1.60 121 086 228 D48 228 1042 428 16.40
SWISS MARKET INDEX CHF 7807.80 047 308 187 387 1320 1007 1320 1824 208 15.28
NIKKEI 225 Y 16758.67 o7 403 ass D40 -15.08 a78 -15.08 -15.08 3320 16.00
HANG SENG INDEX HKD 207767 0413 076 152 542 884 186 64 1843 525 10.88
SHANGHAI SE COMPOSITE CNY 2002815 011 1.01 .19 10.11 1497 142 1497 210 2480 1268
58P BSE SENSEX INDEX INR 2534186 001 085 086 588 77 380 381 1082 2344 1777
RUSSIAN RTS INDEX $ usD 8762 073 117 044 1093 1522 11.60 1523 418 3068 .45
BRAZIL IBOVESPA INDEX BRL 5005527 233 074 0.00 1345 15.47 1048 15.47 433 1048 12.18
MSCI WORLD usD 1648.12 028 1.50 0.00 462 088 a7e 88 518 15.41 16.10
MSCI WORLD HEDGED usD 708.404 032 1.08 535 538 181 433 181 443 2888 -
MSCI WORLD LOCAL - 1245 958 032 0.84 501 501 248 320 248 41 2180 -
MSCI AC WORLD usD 30828 022 1.68 0.00 528 028 3902 028 619 11.10 15.60
MSCI EM usD 8368 034 201 0.00 11.14 537 401 537 1487 1885 12.30
MSCI AC ASIA x JAPAN usD 507.58 026 232 0.00 052 153 a4 152 1428 43 1258
MSCI EM LATIN AMERICA usD 2188.48 051 423 0.00 1732 1851 1256 18.51 1394 4277 14.91
MSCI EM Eur, ME & Africa usD 23564 077 507 0.00 12.82 12.10 2.02 12.10 -15.36 2074 11.14
EQUITY MARKET INDICES - BY SECTOR PIE
MSCI ENERGY usD 185.88 034 .88 0.00 688 422 208 423 -18.40 2578 2644
MSCI MATERIALS usD 19176 060 171 0.00 734 284 7.30 384 1512 1524 18.94
MSCI INDUSTRIALS usD 16741 045 122 0.00 575 202 0.07 202 224 18.50 16.64
MSCI CONS DISCRETIONARY  USD 19138 025 1.00 0.00 450 118 295 118 215 2307 15.98
MSCI CONS STAPLES usD 21885 062 1.84 0.00 297 408 10.18 408 648 2074 2138
MSCI HEALTH CARE usD 104,64 043 082 0.00 052 741 181 741 892 3382 15.82
MSCI FINANCIALS usD o032 014 132 0.00 473 .01 287 691 1247 374 1225
MSCI INFO TECH usD 147.36 011 187 0.00 581 067 023 067 321 48.00 17.23
M3CI TELECOMS usD 7218 073 1.39 0.00 281 827 1207 827 404 1877 15.94
MSCI UTILITY usD 120.59 0.06 1.85 0.00 7.14 709 8.52 799 381 13.48 15.72
MSCI WORLD REAL ESTATE  USD 197.84 015 259 0.00 7.20 422 7.74 222 191 2.05 2503

HEDGE FUND INDICES

HFRX GLOBAL HEDGE FUND ~ USD 115235 047 0.28 126 126 201 245 -1.85 744 270

HFRX EQUAL WEIGHTED usD 11571 0.18 0.20 1.00 1.00 144 -1.04 -1.34 473 .18

HFRX GLOBAL EUR EUR 1051.30 0.15 0.25 1.00 1.00 238 -3.08 222 -840 448

MARKET INDICES PERFORMANCE 31/03/2016
| PRICE CHANGE IN % (unless indicated) |

INDEX NAME CCY Last Price 1D 5D MTD M ] BM YTD Y 37

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

US 3 MONTH usD 0.2034 0.01 .08 0.01 012 0.04 0.23 0.04 .19 -

US 2 YEAR usD D.7521 0.03 012 0.02 -0.09 030 0.1 030 022 -

US 10 YEAR usD 17067 0.03 0.10 0.02 -0.03 -0.47 0.24 0.47 -0.08 -

FIXED INCOME INDICES - BY TYPE OF ISSUER Yield to Worst

GLOBAL AGG TR HEDGED usD 406.16 0.08 0.38 0.82 0.82 328 238 228 244 11.48 130

US GOVERNMENT TR usD 2180.14 0.24 0.83 0.24 0.60 312 2.10 212 205 834 1.30

US CORPORATE TR usD 2671.78 034 0.78 0.34 320 307 235 ag7 046 0.24 32

US HIGH YIELD TR usD 1600.51 0.25 0.34 0.25 353 335 1.43 235 372 558 8.18

EU GOVERNMENT TR EUR 2605471 0.00 0.42 0.00 0.64 323 247 223 078 10.85 030

EU CORPORATE TR usD 251.86 0.05 0.23 1.56 1.56 277 425 277 1.14 12.35 1.00

EU HIGH YIELD TR EUR 278.87 0.03 0.16 378 378 200 348 2,00 0.06 18.27 470

BARCLAYS GLOBAL CONVERT. USD 210.02 0.08 0.72 3.64 3.64 -1.33 0.14 -1.33 -6.00 13.24 -

GLOBAL EM TR (HEDGED) usD 338.1041 0.26 0.75 204 204 428 5.37 426 207 8.67 5.10

S&PILSTA U.S. LEV LOAN usD 80.04787 0.05 £0.15 0.00 2.87 1.53 222 1.53 748 043 6.18

COMMODITY INDICES - BY TYPE OF ISSUER

GSCI INDEX TOTAL RETURN usD 2116.436 0.04 -1.36 403 493 -2.50 -18.71 -2.50 -28.67 -56.85
GSCI ENERGY TR usD 345.6843 018 -2.01 827 827 -8.15 -20.52 -8.15 -30.81 -f8.72
GSCIINDUSTRIAL METALS TR~ USD o73.007 0.35 0.15 0.15 0.15 182 478 182 -18.06 -33.22
GSCI PRECIOUS METALS TR usD 1506.741 0.68 1.07 0.40 0.40 16.00 10.21 16.00 270 -26.70
GSCI AGRICULTURE TR usD 4458794 091 -1.19 34 34 -0.84 -4.54 -0.84 -8.83 -37.27
GENERIC 15T 'CL' FUTURE usD 38.34 -0.55 -3.37 -0.55 5.80 -B.28 -28.57 -0.89 -30.21 -64.18
GOLD SPOT $/0Z usD 1232.7 0.08 143 0.09 0.14 18.24 10.80 16.24 249 -22.86
CURRENCIES

DOLLAR INDEX SPOT usD 94.58601 0.02 -1.60 0.02 -a81 -4.08 -1.64 408 -3.684 14.35
Euro Spot EUR 1.138 0.01 1.82 0.01 472 4.84 1.68 478 574 -11.43
Japanese Yen Spot JBY 11257 029 0.75 029 158 740 6.85 7.1 8.70 -16.84
British Pound Spot GBP 1.438 0.16 1.45 -0.16 276 -277 -5.25 27 -3.28 -5.88
Swiss Franc Spot CHF 0.9618 0.07 1.72 0.07 378 4.19 1.68 427 0.61 -1.51
Brazilian Real Spot BRL 3.5022 031 za 0.00 11.80 10.26 -] 10.26 -11.01 -
China Renminbi Spot CNY 8.4536 017 0.79 -0.17 135 0.45 -1.67 0.45 412 -3.87
Singapore Dollar Spot SGD 1.3484 -0.04 1.60 -0.04 383 4.60 6.06 5.16 1.08 -8.07
MNorwegian Krone Spot NOK 8.2685 0.04 2.55 0.04 4.66 7.28 1.98 7.00 -2.81 -28.50

VOLATILITY / LIQUIDITY INDICES

CBOE SPX VOLATILITY INDX usD 13.85 288 -8.63 0.00 -21.19 -23.39 -38.14 -23.30 -7.68 272
USD SWAP SPREAD SEMI 2YR 11.84 - 0.47 -10.39 14374 -5.98 -16.73 -0.83 -57.84 -36.50
TED SPREAD 43.03 - 23.37 35.44 35.44 -4.38 2462 -4.38 71.78 103.38

All data is compiled from Bloomberg
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Visit www.bedrockgroup.ch

The content of this document has been approved and issued by Bedrock S.A. and Bedrock Asset Management (UK) Itd 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 pi ion is addressed to a ifically 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 rate ions in i that have an exp: 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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