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We have had a “noisy” week… On the back of the previous week’s Fed rate decision and the Dutch election, 
we now have a firm date for the UK to file “Article 50” to trigger Brexit on the 29th of March. Then a terror 
attack on Westminster and the health-care cage-rattling in D.C. to be voted on tonight. Each of these topics 
generated pages upon pages of descriptive and analysis. Too much to read and so little time and patience...  
 
We choose to read our own ‘Readers’ Digest’- The markets, to get a concise and money weighted 
understanding of what it all means; “There is no truth. There is only perception.” Gustave Flaubert Case in 
point- Yesterday’s news be as they may, we read the markets and note that the yields on the Benchmark US 
Treasury ten year note have eased and the ‘interest rates curve’ has flattened. The US Dollar has retreated 
and equity markets have been shaken with their first significant (over 1%) single day decline since Trump 
took the reins of the world. Oil retreated somewhat in contradiction of the decline of the greenback, but gold 
played ball and rose as one would expect. Truly a mixed bag of observations… 
The dollar swung between gains and losses as a slump in stock markets spurred haven demand for the yen, 
while investors reduced their exposure. Risk aversion was evident in both the spot and options markets: 
dollar-yen was lower a seventh day, set for its longest losing streak in two months, while bearish sentiment 
as expressed through risk reversals touched its strongest level in six weeks. Aussie-yen, a common risk 
barometer, was lower by the most in three months on a two-day basis. Haven demand helped give the Swiss 
franc a bid; USD/CHF dropped to 0.9912, its lowest level since Feb. 7. Four months after the dawn of the 
Trump trade, currency investors are capitulating. That’s the signal from Bank of America Corp.’s flow data, 
which blends positioning and sentiment surveys conducted with its hedge fund and real-money clients, and 
publicly available futures data. The bank’s takeaway is that bullish dollar positions put on after the election 
have completely disappeared. That also means the U.S. currency, which has almost retraced the 7% rally 
since Donald Trump’s election victory, will be stuck in a range barring any concrete fiscal policy. 
We believe that the FX market is back to its base and looking forward it should be driven by the fundamentals 
of interest rate differentials- With no assurances for a strong rally in the Dollar, we are comforted that the 
“carry on the USD” will prevent a further drop. The bet is skewed toward a firm Dollar. Some more comfort 
can be found in the Fed’s actions- While solicitously "guiding" the markets to its "earth-shaking" 0.25% interest 
rate increase last Wednesday, the Fed has been expanding its balance sheet – big time -- by buying a huge 
amount of assets in exchange for cash to reassure equity and bond traders. Only during the two weeks 
preceding the push of the federal funds rate to the 0.75-1.0 percent range, a total of $115.5 billion of new 
liquidity has been created. If that was meant to confuse the gallery it is mission accomplished. Just look at 
weird headlines wondering how the markets could rally in reaction to "credit tightening," and muddled up 
commentaries about preferred maturities and asset classes as the Fed continues to wind down the long 
celebration of abundant and cheap credit. The Fed is telling it all in its "forward market guidance" but their 
words are very much at odds with what the Fed is doing. For example, these $267 billion the Fed added to 
its balance sheet since mid-January represent one-third of its last "normal" average monthly balance sheet 
of $820 billion before the onset of the financial crisis in 2008. That huge liquidity creation over the last two 
months has now brought the Fed's monetary base to $3.9 trillion – very close to record-high levels observed 
in August 2014. 
Yes, since raising the Fed Funds rate by 0.25% and the adjacent promise of more to come, the longer end of 
the curve has rallied, creating a flatter curve. What kind of normalization process is that? These numbers look 
more like a colossal new round of quantitative easing (QE) totally "missed" – but greatly enjoyed – by financial 
markets. The market reacted to the reality, not to the words. The Fed is also slipping by another feat of 
extraordinary economic management: It is increasing the supply of money while raising its price. It looks like 
the price of money is no longer determined by its demand and supply. But the Fed is doing it: It pushed up 
last week the effective rate banks charge each other for overnight loans from 0.66% to 0.90%, even though 
excess reserves of the banking sector increased since the beginning of this month by $115 billion to an 
incredibly high level of $2.2 trillion. It's like the Groucho's number: “Who ya gonna believe, me or your own 
eyes?” 
 
So bonds are rallying again. Equities should as well, down-blip aside, as effectively the Fed is easing even if 
we “see” a tightening hike in rates. Read the market, not the newspapers (which amazingly have seen a large 
increase in their circulation!). Stay invested in equities. Analysis done by UBS says “for every 5% cut in the 
corporate tax rate a 4% increase in earnings per share growth”. They then reminded us that Trump promise 
a cut from 35% to 15%... do the math, buy equities. The CBOE volatility index (or VIX) is rising on Tuesday, 
but has remained at notably low levels all year. This indicates that options traders remain confident that the 
S&P will not move too much. And remember that “People everywhere confuse what they read in newspapers 
with news.” A. J. Liebling 
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Market Weekly Highlights: 
  
 

 The greenback has marked a pause since last year’s strong rebound against all currencies. The DXY 
had reached 103.80 and has lost some ground so far this year to trade now at 99.65, losing almost 
2% this week. The USD is trading around 1.08 against the EUR and slightly below parity against the 
CHF. The Pound has strengthened against the USD trading this week at roughly $1.2484 above its 
starting level of this year. The Japanese Yen is trading a higher for the week against the USD at 
111.04, remaining up strongly vs the Dollar YTD.  
The Russian Ruble is trading up against the USD at 57.20. The Brazilian Real is now trading at 3.14, 
down for the week. Crude oil WTI reached $55.24 a barrel on the first day of trading on January 1st 
and is now trading below, at about $47.96. Brent is trading slightly up at 50.77.  
 

 

 The yield on 10Y U.S. Treasuries are slightly lower than the year-end levels, having bounced in a 
rather tight range and now are trading to yield 2.43%. The Japanese 10 year JGB is trading lower 
for the week and continues to offer POSITIVE returns trading at 0.065%.  
In Europe, since the start of the year we saw the German Bund trading higher in yield for a while and 
reaching almost 0.50% and then dropping back to 0.18% to then bounce back to 0.42% as we write. 
The French 10Y Yield crossed the 1% level, reaching the high spread-levels of 2014 against the 
German Bund, reflecting investors’ worries on French Presidential election in May this year; now 
trades at 1.018%  
The Swiss 10 year bond yield traded for the first time in positive territory since 2015 and this for 
several days, to only slide down at -0.023% after the status quo announced last week by the SNB 
now it is trading up again at -0.004%.  
In Peripheral Europe Italian 10Y yields crossed the 2% level having started the year at 1.71% and 
are currently at 2.27% while the Spanish 10Y yields trade 50bps lower having started the year at 
1.30% and currently trading at 1.69%.  
 

 
 All markets are down globally this week marking the long awaited “correction” since the upward trend 

started in November last year.  
In the USA, all the major indices have marked new all-time highs this month with DJIA trading just 
below 21’000. However, for the week NASDAQ, Dow Jones and S&P 500 have all posted negative 
performance of roughly -1.4%.  
In Europe stocks have had mixed results with Eurostoxx50 negative 0.40% for the week together 
with CAC40 down 0.47% and UK FTSE down 1.30% while and Spanish IBEX 35 and Italian MIB up 
respectively at 0.43% and 0.11% for the week. Nikkei is also down at 1.67% for the week 
In Latam Bovespa is down 3.42% for the week being among the worst performers while the Mexican 
MEXIPC is up 2.54%. In Asia the Hang Seng is up at 0.20% together with the Shanghai Composite 
up at 0.99%. 

 
 

 

 

 

 

 

 

 

 

 

 

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 liabil ity 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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