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May is almost finished and the usual “Sell in May and go away” has not materialized (yet…)  stock markets 
in the US have continued to push up, despite a brief and sudden plunge last week due to the events 
surrounding Trump/Russia/Comey. This has quieted down, as Trump embarked in his first foreign trip as 
President. As yet, no major Gaffe or faux pas happened, although the trip involved some very high stake 
appearances and speeches. Trump appeared at ease in Saudi Arabia, where he managed to pull off a 380 
Bio US$ Arms Contract , reaffirmed his mantra, “good for jobs at home” and delivered a speech to 50 Muslim 
leaders where he managed to address some issues without appearing anti-Muslim. Then, he went on to visit 
Israel where he met the Israeli leaders and then the Palestinians in Bethlehem, before going on to visit the 
Pope and meet the leaders of  NATO and the G7. As one official put it, “Trump’s 10 days trip will be considered 
successful when it will be over (!!)”. 
 
Stock markets are not the only ones to roar ahead. This week, Bitcoin soared and nearly reached the level of 
$2,800, a record after a late Tuesday announcement from the Digital Currency Group alleviated worries about 
a fractious debate among cryptocurrency investors and technological developers.  
"I think it's mostly to do with the fact they may have ended the ongoing political stalemate over scaling may 
be over," Andrew Keys, head of global business development at blockchain software developer ConsenSys, 
told CNBC. Blockchain is the technology behind bitcoin that many expect can have broader, transformative 
applications in industries such as financial services. 
The latest move marks a more than $500 gain since Saturday, when the digital currency first topped $2,000.  
Bitcoin has more than doubled this year, up more than 160 percent with Thursday's surge. 
But it was a puke-inducing session for Bitcoin traders as the digital currency soared 12% at one point before 
surrendering its gains. "It feels like 1999 right now," said Brock Pierce, managing partner of Blockchain 
Capital, from the side-lines of the Token Summit conference in New York Thursday. "We may end up having 
a similar outcome. We could see a big correction here."  Jeffrey Gundlach believes this up move has to do 
with China. The theory is the Chinese search for safe investments outside the country when asset prices fall 
sends buyers into bitcoin. The Chinese yuan's weakness in the last two years has also contributed to capital 
flight. And this looks set to continue as Moody's Investors Service on Wednesday downgraded China's credit 
rating to A1 from Aa3, changing its outlook to stable from negative, citing concerns efforts to support growth 
will spur debt growth across the economy. 
Moody's said that the catalyst for the downgrade was a combination of factors, including expectations that 
potential growth would fall to 5 percent by the end of the decade. It was Moody's first downgrade for the 
country since 1989, according to Reuters. 
Meanwhile, talks of a hard Brexit continued to make the rounds, and according to Bluebay Asset 
Management, the pound is heading lower whatever the outcome of the U.K.’s elections. While the currency 
has rallied since the election was called, BlueBay began selling sterling last week, betting that the U.K. is set 
for a damaging Brexit process after the vote. Such a view chimes with Allianz Global Investors who recently 
used the rally in the pound to short it, and the median forecast of analysts in a Bloomberg News survey, who 
see the pound declining about 3 percent by the end of 2017. 
“We’ve literally gone short the pound at the end of last week,” said Mark Dowding, a fund manager at BlueBay, 
which oversees $55.5 billion. “We think you’re going to be facing a Brexit that to us looks like it’s going to be 
a hard Brexit. We at Bedrock tend to agree with this view and believe that the recent recovery to $1.30 will 
prove to be temporary and that levels around $1.20 or lower will be revisited. 
Back in the US, Federal Reserve officials appear to be in sync on how they plan to unravel the mammoth 
stimulus implemented during the financial crisis.  
The Fed is holding a $4.5 trillion portfolio, known as its "balance sheet," of mostly government debt it 
accumulated in the years after the crisis. Until now, the central bank has been taking the proceeds it receives 
from maturing debt and reinvesting them in more bonds. 
In recent days, officials have been indicating that the balance sheet will be unwound, likely starting later in 
the year, raising questions from investors about how the process will work and what impact it will have. 
According to minutes released Wednesday from the Federal Open Market Committee meeting earlier this 
month, the central bank sees a system where it will announce cap limits on how much it will allow to roll off 
each month without reinvesting. Any amount it receives in repayments that exceeds the cap limit will be 
reinvested. The process is similar to the tapering it did of the monthly bond-buying program known as 
quantitative easing. In that case, the Fed announced a gradual reduction in the amount of bonds it would be 
buying each month. In this case, it will be announcing the level of those bonds it will allow to roll off. 
Caps will be set at low levels initially then gradually raised every three months, according to the meeting 
summary. The cap level would reach a limit that would be designed to take the balance sheet down to a 
certain level — perhaps around $2.5 trillion, according to some reports. 
The recent Atlanta Fed GDP now, which tracks the GDP growth in real time, seems to give credence to the 
Fed’s optimism and urge to normalise policy, as it is showing a strong 4.1% growth at the moment… 
 
Our newsletter would not be complete without a mention of the latest tragic event that happened in 
Manchester. Our thoughts are with all the families whose lives have been shattered. 

http://www.bedrockgroup.com/
https://medium.com/@DCGco/bitcoin-scaling-agreement-at-consensus-2017-133521fe9a77
http://www.cnbc.com/bitcoin/
https://www.bloomberg.com/news/articles/2017-04-28/brexit-overshadows-election-boost-for-pound-as-funds-skeptical
http://www.cnbc.com/id/43752521
http://www.cnbc.com/2017/04/06/fed-balance-sheet-what-happens-why-it-matters-what-could-go-wrong.html
http://www.cnbc.com/id/43268061
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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 then has lost some serious ground this year to now trade at 97.15. The 
USD is trading around 1.12 against the EUR and at 0.97 against the CHF. The Pound is trading 
steady at 1.2868 after the big jump last month. The Japanese Yen is trading slightly lower for the 
week against the USD at almost 111, after the big jump of last week from 114 to 110.24, but 
remaining still up YTD. 
The Russian Ruble is trading almost unchanged for the week against the USD at 56.74 following the 
oil pattern. The Brazilian Real is now at above 3.27 slightly unchanged for the week, after the big 
drop of last week against the USD. Crude oil WTI reached $55.24 a barrel on the first day of trading 
on January 1st  and then dropped as low as 43.76 during the first days of May to  jump back to 52 
USD yesterday. Today it is trading back down at 49$ on the back of the Saudi Energy Minister 
comments to leave unchanged the oil output. Brent is trading at $51.82.  

 

• The yield on 10Y U.S. Treasuries is at 2.25% as we write.  The Japanese 10 year JGB is trading 
almost unchanged for the week and continues to offer POSITIVE returns trading at 0.044%.  
In Europe, since the start of year we saw the German Bund trading lower in yield almost every day 
reaching almost 0.15% and then after the French election bouncing back to almost 0.415%, as we 
write it is trading at 0.36% almost unchanged for the week. The French 10Y Yield is now back below 
the 1%  at almost 0.80%  
The Swiss 10 year bond yield traded this month at around -0.019%, having bounced from -0.20% 
lows of last month and now is now back at -0.115%.  
In Peripheral Europe Italian 10Y yields crossed the 2% level having started the year at 1.71% and 
are currently at 2.13% while the Spanish 10Y yields trade 55bps lower having started the year at 
1.30% and currently at 1.85%.  
 

 

• All markets are up globally this week marking new all-time highs for some of them. In the USA, DJIA 
is trading above 21’000 even after the short correction of the last month, Nasdaq at above 6’200, 
and SP500 at above 2’400.   
So far for the week DJIA is strongly up at 2.03%, Nasdaq up at 2.48%, while SP500 is up at 2.09%.  
In Europe stocks are mixed for the week with Eurostoxx50 down at -0.53% as is CAC 40 and DAX 
respectively at -0.22% and -0.32% as we write and Italian FTSE MIB which is down 1.64% for the 
week. FTSE 100 is positive for the week at +0.77%, the Swiss market up 0.92% and the Spanish 
IBEX 35 up at 0.36%.  
In Latam the Bovespa is showing a strong 2.65% while in Asia the Hang Seng is up 1.78% and 
Shanghai Composite only up 0.68%. Nikkei is trading higher for the week showing a gain of 0.49%. 
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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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