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January is over, and while it was a hectic month which saw Donald Trump take the oath and issue a raft of 
executive orders of all kinds, Equity markets behaved quite well and continued their positive run which started 
with his election. The S&P Index was up +1.79% while the Nasdaq was up +4.3%. Europe was about flat, as 
was Japan, but Emerging Market indices rallied hard, with India being up +5.4%, Hong Kong +6% and Brazil 
+7.4%! If you hear the political news, you get depressed, but if you actually read the economic news, the 
world is not in such a bad position. In Europe, Euro zone officials received a slew of good news on Tuesday 
morning with stronger-than-expected growth and inflation figures and a falling unemployment rate.  
The 19-member economy saw GDP (gross domestic product) growth of 0.5 percent in the last quarter of 2016 
compared to the previous three-month period, and the preliminary figures also showed a 1.8 percent rise 
compared to the previous year. As a result, in the whole of 2016, the euro area grew 1.7 percent. In terms of 
unemployment, the euro area registered in December the lowest rate since May 2009. The jobless figure 
stood at 9.6 percent in December, down from 9.7 percent in November and down from 10.5 percent a year 
ago. Looking at particular countries, Germany and the Czech Republic registered the lowest unemployment 
rate with 3.9 and 3.5 percent, respectively. Greece continues to see the highest number of people 
unemployed, above 20 percent. 
In the US, meanwhile, the Fed met this week and held the line on interest rates at its meeting, though it did 
give a nod to growing optimism among the business community and consumers. "Measures of consumer and 
business sentiment have improved of late," the committee said Wednesday. The language was new, and in 
the arcane process of discerning where the thinking resides among central bankers, it was significant. The 
FOMC meeting came the same day as a report indicating that job growth may in fact be even stronger than 
the Fed anticipates. Indeed, Private payrolls grew by 246,000 jobs in January, according to ADP and Moody's 
Analytics. The number far eclipsed market expectations and perhaps served as an indicator of still more slack 
in the labor market. Today we will see the official unemployment numbers for January, which are widely 
expected to show yet better numbers and a falling unemployment rate to 4.6%. 
In the currency markets, the Dollar this week had a rough time. Germany is using a "grossly undervalued" 
euro to gain advantage over the United States and its own European Union partners, Donald Trump's top 
trade adviser told the Financial Times, Peter Navarro, the head of Trump's new National Trade Council, told 
the newspaper that the euro was like an "implicit Deutsche Mark" whose low valuation gave Germany a 
competitive advantage over its main partners. The EUR yesterday hit a 2 month high at 1.0829 before 
retreating to within 0.5% of last week’s close. However, things might be much less dire for the USD than what 
Trump would like, thanks to himself! The U.S. dollar is set to see big gains under his presidency, according 
to Raoul Pal, founder of The Global Macro Investor financial publication, who says Trump's protectionist 
proposals will push the Dollar Index higher—much higher.  
Trump is expected to push for tax cuts and more infrastructure spending, a policy mix that economists say is 
bullish for growth and could light a fire under the greenback. He says the stage is being set for a big dollar 
rally—even as Trump takes protectionist measures that may curb trade flows.  
The British Pound, also took a beating yesterday, after having hit a multi week high of 1.2706 against the 
USD. After the meeting of the Bank of England, the GBP fell more than a cent against the dollar and the euro 
while U.K. government bonds rallied, as investors tempered expectations of future interest-rate rises. The 
moves in sterling and gilts came after the BOE kept rates on hold but officials signalled they were willing to 
tolerate inflation running above target in the coming months. Sterling's decline ended a nascent rally, in which 
the currency gained around 5% from a mid-January low. Those gains were amid broad dollar weakness and 
as investors felt a greater degree of certainty surrounding Britain's exit from the European Union. But many 
investors and analysts expect an extended decline as Brexit negotiations begin and higher inflation hits the 
economy.  
Investors might be a bit too euphoric given the rising tensions in the world. This week, we have seen Trump 
put Iran “on notice” after they fired a ballistic missile, in breach of their commitment, while China is preparing 
for a potential military clash with the United States, according to an article on the Chinese army's website. 
"The possibility of war increases" as tensions around North Korea and the South China Sea heat up, Liu 
Guoshun, a member of the national defence mobilization unit of China's Central Military Commission, wrote 
on Jan. 20—the same day as President Donald Trump's inauguration. The commentary was first reported by 
South China Morning Post, and comes amid concerns about a trade war between the world's two largest 
economies. Meanwhile, the VIX, “the fear index”, plunged to the lowest in years on Wednesday… Go figure!  
Although economic figures around the world are undeniably stronger and better, one should not lose sight on 
the many risks that are piling up on our front door. Dark Clouds are piling up on Italy, which is displaying a 
much lesser growth rate than the EU Bloc. Yield on the 10 year BTP have risen faster and more than the rest 
of the EU as did those of France, which has its own political problems. This week, the liberal contender for 
the French Presidency election has been embroiled in a big scandal, thereby all but ruining his chances to 
get elected, or even to present himself to the election. His opponents are lining up, and chances are not slim 
to see a final contest between the hard left and the far right… no chance you say?  Well, think again and 
remember all the pundits and polls who thought and believed hard that Brexit would not happen and that 
Trump would never win the election…. 
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Market Weekly Highlights: 
  

 The greenback has marked a pause since last year’s strong rebound against all currencies. The DXY 
reached 103.80 and losing ground to trade now at 100. 
The USD is trading around 1.0740 against the EUR and 0.9960 against the CHF. The Pound is 
trading this week at roughly 1.2490 against the USD. The Japanese Yen is trading higher against 
the USD at 113.19, remaining up strongly vs the Dollar YTD.  
The Russian Rubble is trading steady against the USD at 59.20 following the oil’s price stabilization. 
The Brazilian Real is now trading basically unchanged for the week at 3.12 despite the previous 
week’s Central Bank’s decision to cut rates by 75Bp.  
Gold is now at $1’214, up about $70 since the start of the year. Crude oil WTI reached 55.24$ a 
barrel on the first day of trading on January 1st and is now trading down at just $53.88 as we write.  

 
 

 The yield on 10Y U.S. Treasuries are basically backed to year-end levels at roughly 2.50%, 
having bounced in a rather tight range around unclear tweets and talk from Trump. The 
Japanese 10 year JGB yield has remained almost unchanged since the end of last year and 
continues to offer POSITIVE returns trading at 0.10%. In Europe, this last month, the German 
Bund has traded higher almost every day and now trading at 0.45%, remaining well above the 
0% mark for the last three months, whilst the Swiss 10 year bond “rallied” to yield NEGATIVE 
0.02%, up for the period. In Peripheral Europe Italian 10Y yields crossed the 2% level having 
started the year at 1.71% and are currently at 2.24% while the Spanish 10Y yields trade 60bps 
lower having started the year at 1.30% and currently trading at 1.66%.  
 

 
 “The Trump Rally” which begun in November and fuelled with Fed hawkishness on interest rates for 

2017, pushed all risk assets up during the last month of the year. Since 1st of January all markets are 
up globally with the emerging market Brazil and China on the spotlight respectively up 7.22% 
(BOVESPA) and 5.13% (Hang Seng). In the US, the DJIA crossed 20K and they all remain positive 
for the year, however this week they are all down, with the NASDAQ negative 0.34%, Dow down 
1.07% and SP500 down 0.69%.  
In Europe, stocks are trading higher as well for the year with the exception of CAC40 which is down 
0.36%, while they are all down for the week. The peripheral Italian with MIB is the strongest at -1.4% 
for the week as we write. UK FTSE is down 0.33% WTD (retreating some after May’s Brexit talk) 
while Swiss SMI at negative 0.50%. The Spanish Market is at -0.32%, DAX is down 1.21%, and 
Eurostoxx50 is down 0.95%. 
In LATAM and ASIA, markets were mixed for the week with the Nikkei down 2.82%, BOVESPA down 
2.44%, while Shanghai Composite up 0.55% and Indian Nifty 50 up 1.11%.  
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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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