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On our side of the world it is hardly believable that we are in summer. Global warming or whatever, we 
are wet and cool. The new “normal” perhaps…  
Weather aside, the key is whether the Fed will do something and what if they do. But maybe we are all 
too focussed on the details of the inevitable? We are all glued to various mumblings and rants 
emanating from various Fed members and tremble when these appear ‘hawkish’ and rejoice when 
they sound ‘dovish’. We now feel that this is the classic “Boy who cried Wolf” effect - so much talk that 
we no longer listen. Charles Evans, the Chicago Federal Reserve President said yesterday "Two rate 
hikes in 2016, that's my own call for that, if the data continue to be in line with my outlook, that's a slow 
and gradual increase this year", then added "Timing's not really that critical for my viewpoint, as long 
as by the end of this year we're at just a little under 1 percent". We like this pragmatism, and in truth, 
he is absolutely right - if the Fed will move its range for rates from 0.25%-0.50% to say 0.50%-1.00%, 
what will happen? With US corporates flush with cash, cost of borrowing is hardly important. Mortgage 
rates? Well, these are linked to the long-end of the curve which may actually fall as the short-end 
rises, and if we are wrong here and they rise too, well, the US housing market seems to be strong, 
some saying overheated even!  
U.S. home price appreciation remained strong in March, meeting consensus estimates and matching 
the previous month's year-over-year gains. The S&P/Case-Shiller 20-City Composite Home Price 
Index rose by 5.4% in March from the same month last year, in line with expectations. "The economy 
is supporting the price increases with improving labour markets, falling unemployment rates and 
extremely low mortgage rates," David M. Blitzer, managing director and chairman of the Index 
Committee at S&P Dow Jones Indices, said in a statement. Evans makes sense, quite unusual coming 
from an official… Further support for the arrival of the said inevitability of rates rising came on Tuesday 
with data showing that U.S. consumer spending recorded its biggest increase in more than six years in 
April as households stepped up purchases of automobiles, suggesting acceleration in economic 
growth. Last month's increase was the largest since August 2009 and beat economists' expectations 
for a 0.7% rise. The personal consumption expenditures (PCE) price index, excluding the volatile food 
and energy components, rose 0.2% after edging up 0.1%in March. That left the increase in the year-
on-year core PCE rate at 1.6%. The core PCE is the Fed's preferred inflation measure and is running 
below its 2% target.  
So other than the markets’ fears of the rate hike, the economy seems to be doing just fine, thank you!  
We are not alone in this optimism - Stocks have had a nice few months, but a sign from the bond 
market suggests that the market's gains are set to accelerate, according to strategist Tom Lee of 
Fundstrat Global Advisors. "Credit has made a big enough move, and it's telling us that over the next 
eight to 12 months, the stock market will have a big catch-up trade, which will be more than double 
digits" in terms of percentage gain. He points out that since 1985 high-yield bonds have posted 
double-digit gains in 15 separate years. In 14 of those 15 years, the S&P 500 has risen more than 
10%; in the remaining year, 1992, stocks rose 8%. "Stocks tend to follow credit, and high-yield is 
telling us that it's an important time to own equities," the often bullish Lee said Thursday, adding in a 
Friday note that the catch-up trade should drive the S&P 500 "to reach 2300-plus by year-end." 
Sam Stovall, U.S. equity strategist at S&P Global is waiting for the S&P to break through its previous 
highs "History is a great guide, it's never gospel. But I think what it does imply is that we can expect 
higher prices should we get back to breakeven," and then he expects a major rally from these levels. 
He too is unconcerned about the Fed actions, saying "the boxer is rarely felled by the punch he 
expects"… So there, that isn’t the true concern here  
Where can we look for trouble? Maybe in the oil-patch? For the first time since October, last week 
Brent and WTI crude futures reached $50 a barrel. But in spite of the shift upwards, analysts still 
disagree over where the price of "black gold" is heading. Last week, Jason Gammel, an energy 
analyst at Jefferies, told CNBC the stage was set for a "fundamental price recovery" in the crude 
market. Amrita Sen, co-founder and chief oil analyst of Energy Aspects, also forecast further price 
gains. As for this week's meeting of the oil-producing cartel OPEC in Vienna, analysts who concurred 
that nothing concrete was likely to come out of it were right. And our black gold continued to trade 
around the $50 mark for both WTI and Brent.  
So where are the big black clouds? We look around and the news has lightened-up on the bad stuff. 
We see and hear less about refugees, less talk of war; it is as though the newsmakers have tired of 
these nasty, depressing subjects which clearly have not gone away. Are we having an ostrich 
moment? Let’s not forget that when the said bird raises its head from the sand, its eyes do scratch…  
Our “sand” might be found in the US Presidential elections - Now that Paul Ryan has endorsed The 
Donald, the prospects of his election have increased. Not that we have a view on Hillary’s relative 
value… When we think of Trump we remember Churchill’s quip “Tact is the ability to tell someone to 
go to hell in such a way that they look forward to the trip”… 
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Market Weekly Highlights: 
 
 

 The Dollar remained unchanged on the week, with the USD Index (DXY) oscillating around 
95.50. The US$ is now trading at about $1.1160 against the EUR and at 0.99 against the 
Swiss Franc. The Pound is much lower on the week at 1.4410 on survey data surrounding 
votes for Brexit.  The Japanese Yen has regained a little ground and is now 108.90.  We 
maintain our belief in the fundamental relative strength of the US$ - this view is driven by the 
outlook for interest rates to hold or rise further in the US and hold or decline elsewhere. We 
note that WTI Oil had rallied again to above $50, and dropping a little now on USD strength to 
trade at $49.25; whilst Brent no longer trades at a discount to WTI, currently pricing at 
$50.10/Bbl. The Russian Ruble has weakened a little and is at 66.94 per USD. The Brazilian 
Real had remained steady at 3.60.  We do not see a further significant rally in the Real. 

 

 The yield for the US 10Yr Treasury is marginally lower for the week at 1.80%.  The German 
10Yr Bund yield is down for the week to 0.10%. Whilst the Spanish 10Yr yield is unchanged at 
1.48%.  The Italian 10Yr yield has remained steady for the week at around 1.36%.  In the UK, 
the Gilts’ yields moved significantly lower on the week from 1.48% to 1.33%. The Swiss 10Yr 
yield has also dropped to -0.40%. 

 

 This week was very mixed for equities globally. The S&P500 was up 0.30% for the shortened 
week. The Dow Jones slipped by 0.19% and NASDAQ at +0.77% with all markets looking to 
open completely flat. The DAX is trading -0.36% for the week, the CAC40 is now -0.67%, with 
the SMI at -0.91%, the UK FTSE trading at -0.35% and EuroStoxx50 at -1.06% as we 
write.  In Asia, the Nikkei has closed the week at -1.14%, whilst the Shanghai Composite and 
the Hang Seng Index closed up 4.17% and up 1.8% respectively.  
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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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