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Due to technical seasonal reasons, we are composing this week’s Friday Newsletter on Thursday. Last week
we rambled-on about central banks appearing to be concerted in closing the door on easy money. This week
we got the leader of this pack-of-bankers, Janet Yellen, giving her ‘House Testimony’... Global stocks hit a
record high after Janet Yellen signaled the Federal Reserve won't rush to tighten monetary policy, while a
gauge of the dollar fell to a 10-month low. The markets were (and are) upbeat as Yellen’s comments suggest
a slower pace of rate increases and that bodes well for liquidity conditions, which in itself, drives stocks. The
Fed chair's gradualist tone on policy came after signals from central banks around the world that
accommodative policies may no longer be needed as the global economy strengthens.

We are in the beginning of Q2 earnings’ season and the market is expecting stellar improvements. Not from
cost-cutting but rather from top-line improvements. Friday we expect results from the key financials in the
USA- JPMorgan, Citigroup and Wells Fargo. These results will combine with the US CPI reading and the
follow-on day two of Yellen’s testimony. This week we also got data from China- exports rose 11.3% in June,
up from an 8.7% rise in May and beating forecasts for 8.9% growth. Imports rose 17.2%. Clearly there is a
strong rise in economic activities, fuelling markets and giving reason to the continuing record-breaking stock
indices worldwide. Yes, the music will stop eventually, but we remain optimistic here and repeat yet again
that “all-time-high” isn’t scary or bad, when there is a sound economic reasoning. Low interest rates which
we are assured wont rise by much anytime soon and may be rising into growth. Even Oil has found some
footings above $45/Bbl and gold prices are soft. Yields on the benchmak US ten year Treasury are steady at
about 2.30% so no significant change in the discounting factor for the expected improved earnings.
Remember Goldilocks? Clearly enjoying her porridge whilst the bears are hurting with their “shorts” which
may be appropriate for the hot weather...

No, this isn’t a crazy period with silly valuations (albeit there certainly are some specifics which are ridiculous).
We are not in the equivalent crazyness of the Dutch “Tulipmania” during1636-1637, at least not in the context
of general equity valuations. Beyond the Chinese expansion of trade, in the USA, the economy grew at a
"slight to moderate" pace over the last several weeks across all regions of the country, with wage pressures
reported for both low- and high-skilled jobs, the Federal Reserve reported in its latest compendium of regional
economic activity (Beige Book). The report is consistent with recent Fed policy statements and the testimony
on Capitol Hill on Wednesday by Fed Chair Janet Yellen, who told Congress the central bank remained on
track to continue raising rates and to soon start reducing the size of its asset holdings. Federal Reserve Chair
Janet Yellen emphasized Wednesday that the central bank is closely watching tepid inflation data but that
she still expects to begin shrinking its $4.5 trillion bond portfolio later this year. The real message in these
words is that the economy is out at last from the danger-zone and normalisation is happening, at last. The
market’s fearmongers keep harking about the Fed’s balance sheet and the inevitable perils of its unwinding.
Yes, a big and complex task for our central bankers, but still, Yellen said she anticipates the balance sheet
will remain larger than it was before the 2008 financial crisis. Several officials have said the Fed likely will
maintain a portfolio that will exceed $2 trillion. We must assume they will manage this “unwind” carefully if not
wisely. "The committee would be prepared to use its full range of tools, including altering the size and
composition of its balance sheet, if future economic conditions were to warrant a more accommodative
monetary policy than can be achieved solely by reducing the federal funds rate," she said. On a Dollar bill it
is printed “in God We Trust”. We here trust the Fed, without implying that any divinity whatsoever can or
should be attributed therein... Others seem to share our views, as they put their Dollars to work, pushing the
main indices to new highs. Money talks, B/S walks it is said...

Global technology stocks have had a great run—so great, in fact, that share prices for tech companies are
closing in on levels last seen during the dot-com bubble. (And we all know how that ended.) BlackRock thinks
this time is different, which is always a bold call to make. The difference between then and now, the asset
manager says, is that tech companies earn a lot more money today. BlackRock’s Belinda Boa acknowledged
that gains have been so extreme that there could be more sudden price swings in store. Still, it's noteworthy
that the world’s biggest asset manager thinks tech stocks may have even better days ahead, whether that
makes you more confident or generates a scary feeling of deja vu. The Federal Reserve likely will act "soon"
to begin running off its $4.5 trillion bond portfolio as long as the economy cooperates, central bank Governor
Lael Brainard said in a speech Tuesday. Brainard, however, added a dovish note to her prediction for balance
sheet normalization — that the Fed may "not have much more" to do in terms of rate hikes. Traders currently
are assigning about a 50% chance that the Fed will hike again in December. "In my view, the neutral level of
the federal funds rate is likely to remain close to zero in real terms over the medium term," Brainard said. "If
that is the case, we would not have much more additional work to do on moving to a neutral stance." Well
well well... at last a public official that openly supports our long-standing view whereby the lack of inflationary
pressures anywhere remove the reason for rates to rise! Well, we didn’t believe they would “see the light” and
advocated for a rising Dollar on the back of expected rate rises. Well, maybe the rug under our argument has
been pulled some... The Dollar is showing weakness...

Oh, back to Tulips... $12 billion were wiped off the value of the cyber currency since its high some 30 days
ago. And you could do something with a tulip... Education is a progressive discovery of our own ignorance!
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Market Weekly Highlights:

Data as of Thursday afternoon!

e 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 ground to trade down at 95.94.
The USD is trading around 1.14 against the EUR and at 0.9670 vs. the CHF . The Pound is trading
firmly at $1.2925 and the Japanese Yen is steady against the USD at 113.40.
The Russian Rouble is following the oil-price pattern, moving slightly higher this week against the
USD at 60.08. The Brazilian Real is now trading at almost 3.20, up some since the decision on ex-
President Lula.
Crude oil WTI is oscilating. Having reached $55.24 a barrel on the first day of trading on January 1st
then falling back to $44 in the first trading days of May, only to trade back up at $52 and down again
to almost $42.00; it is now is trading again at $45.86 while Brent is trading at $48.10 as we write.

e The yield on 10Y U.S. Treasuries are trading at 2.35% off some 3Bp for the week. The Japanese
10 year JGB is trading almost unchanged for the week and continues to offer POSITIVE returns
trading at 0.07%.

In Europe, since the start of year we saw the German Bund trading in a range from 0.20% to 0.50%
in yield during this first half of the year, yesterday it seems to have broken this trading range and now
shows almost 0.60%, the highest in terms of yield since the start of the year.

e Equity markets are up so far this week in the USA, DJIA is trading at about 21’530, SP500 at just
above 2’444 and Nasdaq at about 6°265. In reality, we are basically back at or near the all time highs,
or within a couple of percentage points thereof. In Europe Eurostoxx50 is up for first days of the
month 2.32%. The DAX is up at almost 10.04% for the year and up for the month by 2.5% as we
write. The CACA40 has gained 2.14% for July, as did other European indices. Nikkei has gained
0.33% for July and for the year is up 5.16%. In Latam the Bovespa is showing a positive 3.10% for
the month brining the yearly performance at 7.65%. While in Asia the Hang Seng is up almost 18.00%
for the year and Shanghai Composite at a mere +3.69%.

Data as of Wednesday close of business
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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) 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 cxpress 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

contained herein are Each copy of this 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 infor mation 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

Bedrack 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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