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The first week of October brought us yet another tragedy. The biggest mass shooting in the modern history 
of America hit the usually happy city of Las Vegas. Lots of dead, an incredible number of wounded… the 
World is truly going crazy, and our thoughts are with the victims and their families. 
Markets wise, things look very, very different. Markets in general are in levitation, and nothing seems to derail 
the prevailing happy and good mood. This week, the US markets have hit record high after record high, and 
we closed Q3 on a bright note. Indeed, The Dow Jones index posted quarterly gains of 4.9 percent, its eighth 
straight quarter of gains for the first time since 1997! The S&P 500 rose nearly 4 percent in the quarter, also 
its eighth straight quarter of gains. The Nasdaq composite gained almost 5.8 percent for the quarter, its fifth 
straight positive quarter since 2015… 
So while a lot of people look at this with amazement, there might be good reasons for these rising markets. 
Christine Lagarde, the head of the International Monetary Fund said Thursday that "the long-awaited global 
recovery is taking root" and that three-quarters of the globe is enjoying an economic upswing in "the broadest-
based acceleration since the start of the decade." 
Then, the World Bank said that it now expects China's economy to grow 6.7 percent in 2017 and 6.4 percent 
in 2018. Its previous forecasts were for China to grow 6.5 percent in 2017 and 6.3 
percent next year.  Finally, the  US House narrowly passed a $4.1 trillion budget on Thursday, formally 
initiating a process that Republicans hope will result in the enactment of major tax reform later this year. 
The Senate Budget Committee was expected to pass a similar budget later in the day, with a vote in the full 
Senate slated for the week of Oct. 16. By passing a budget resolution through both GOP-controlled chambers, 
Republicans would trigger a legislative process known as reconciliation, during which they could pass the 
long awaited sweeping tax reform bill with a simple majority of 51 votes in the Senate, instead of the usual 
60-vote requirement. 
The US Fed also seems to agree with the positive economic mood, warning again this week that rates will 
need to go up and that they will start their long awaited wind down of their QE program. US 10 year yields 
now stand at 2.35%, compared to the low hit on September 8th of 2.03%. the US dollar also recovered quite 
a bit since the lows hit in September as it rebounded by 5% against the JPY, 4% against the CHF, and about 
4% against the GBP. 
However, legendary investor Howard Marks says that he remains concerned. He sees growing complacency 
in the financial markets, high valuations and investors mindlessly shouldering bigger and bigger risks. He 
warns that central banks have distorted the risk curve and that we have no idea about what’s going to happen 
next, when they start to unwind their extreme policy measures. He then cited examples of deals like Argentina 
being able to sell 100-year debt at a yield of 8%. Netflix selling debt at 3,625% and Softbank raising a private 
equity fund worth $100 billion, deals that are all indicative of the mindless shouldering of risk that arises when 
investors are eager to put money to work.  
More risky behaviour can be seen also from the fact that the average yield of a European corporate junk bond 
index just reached an all-time low of 2.30%. Junk debt of European companies is trading with a lower yield 
than the safest security in the world, the US 10 year treasury Note! This is clearly non sense, even allowing 
for the currency spread between the EUR and the USD. 
But all is not  rosy in the markets. Some things take a beating some time, when risk is not properly assessed; 
Puerto Rican bonds took a huge hit on Wednesday following President Donald Trump's comments on the 
island's massive debt.The island's general obligation bonds, which yield 8 percent, dropped to just 37 cents 
on the dollar. Just last month, the bonds were trading at around 56 cents to the dollar. Trump visited the 
hurricane-devastated U.S. territory on Tuesday. On Tuesday night, he Trump said that Puerto Rico's debt will 
have to be wiped out. "They owe a lot of money to your friends on Wall Street and we're going to have to wipe 
that out. You're going to say goodbye to that, I don't know if it's Goldman Sachs, but whoever it is you can 
wave goodbye to that," (…!...) 
and an economics blogger at Time. He has also covered finance and the housing market. 
Bitcoin traders can breathe a sigh of relief. If JPMorgan Chase & Co.'s CEO Jamie Dimon fires them for 
trading the cybercurrency, Goldman Sachs Group could welcome them with open arms, Bloomberg reported. 
Goldman is reportedly considering a new operation dedicated to buying and selling digital currencies. 
Goldman would be the first large Wall Street firm to explicitly have a bitcoin trading desk, and the news 
seemed to legitimize the currency less than a month after Dimon called it a "fraud" and said that he would fire 
anyone stupid enough to trade it. Indeed, prices of bitcoin, which many people already thought were in a 
bubble, rose $193 on Monday to $4,365 each. That's up from $952 at the beginning of the year, for a 
staggering 360 percent return in 2017 alone. The S&P 500 is considered to be having a great year. It's up 15 
percent, including dividends.But traders may be reading too much into Goldman's cybercurrency move. 
Remember mortgage-backed credit-default swaps? Goldman had a dedicated unit to trading those as well… 
Trading bitcoins could produce high returns. Wall Street trading operations thrive on volatility. And with the 
VIX, which measure equity market volatility, in the single digits, bitcoin is one of the few areas where prices 
are still jumping around. So bitcoin it is, at least for Goldman, even if the digital currency is by any reasonable 
measure in a bubble, and closer to popping than ever…  
Do not dwell in the past, do not dream of the future. Concentrate the mind on the present moment”. Buddha. 
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Market Weekly Highlights: 
  

• The DXY rebounded this week to 94 bouyed by confidence in economy. The EUR is trading lower 
against the USD for the week, currently just below 1.17, USDCHF is stronger somewhat at almost 
0.98. The Pound, which hit 1.3657 two weeks ago has come off this week, and is now trading at 
1.3078. The Japanese Yen is losing ground against the USD at  113. 
The Russian Ruble has traded sideways against the USD at about 58. The Brazilian Real 
strengthened somewhat against the USD to trade almost unchanged for the week, at just about 
3.1540.  
Crude oil WTI is at almost $50.60, unchanged, whilst Brent stands at just above $56.80. 

 

• 10Y U.S. Treasuries are trading down in price with yields hitting nearly 2.37%.  
The Japanese 10 year JGB yield has moved down this week from 0.08% to 0.04% yesterday and 
continues to offer POSITIVE yields, actually trading at 0.062%.  
In Europe, we saw the German Bund yield moving sideways this week at around 0.45%. The French 
10Y Yield followed a similar path trading just below 0.74% now.  
In Peripheral Europe Italian 10Y yields crossed the 2% level again hitting yesterday 2.22%, having 
started the year at 1.73% and now are at 2.15%, whilst the Spanish 10Y yields trade some 40bps 
lower than Italy at 1.74% but higher then where they started the year at 1.30%.   
 

• Markets had another positive week in the USA with all three indices S&P, NASDAQ and DJIA  hitting 
another new all-time highs. The DJIA is at 22’775 up about 1.76% for the week as of yesterday’s 
close, SP500 at just above 2’550, up 1.67% and Nasdaq at about 6’585, adding another 2.04% 
positive return this week. 
In Europe the situation is similar with Eurostoxx50 up 0.36%, with the DAX, CAC40 and FTSE100 at 
respectively +2.26%, 0.79% and 1.98% for the week while the peripheral Spanish IBEX 35 is down 
1.83%. The Nikkei trades slightly higher at +1.64% for the week and shows positive returns for the 
year at 8.25%. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Highlighted items are interesting data points for the week   
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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) 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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