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Friday has arrived and we draw our pen to help us understand what we have seen. We had a couple of 
harrowing day where the equity markets trembled, and fell. Fear permeated the headlines, but in reality, even 
at the worst moments our almighty indices didn’t fall beyond 1% from their all-time highs. But we are all on-
edge as many worry about being at a high, fearing that what might follow is a fall. Well, this year we have had 
a sequence of some 50 new ‘all time high closings’ on the S&P500, so why not expect yet more? After all, on 
relative pricing basis, equities are still cheap in terms of bond yields… And Thursday revendicated this 
thought, as the markets reversed the sad Wednesday and NASDAQ hit yet a new such high. Let this be on 
the merits of earnings or, as some say, from the passage in the House of the Tax Reform Bill with 227 Yay to 
205 Nay… After all, the “why” is less important than the observation itself! 
 

Well, the US Commerce Department said on Wednesday retail sales increased 0.2% last month. Data for 
September was revised to show sales jumping 1.9% rather than the previously reported 1.6% advance. Retail 
sales increased 4.6% on an annual basis. Last month's increase in core retail sales indicated a healthy pace 
of consumer spending at the start of the fourth quarter. 
Then, on Thursday the Federal Reserve says that manufacturing activity surged 1.3% last month. Many of 
the gains came from a sharp increase in the production of chemical and petroleum and coal products. Motor 
vehicles and metals also posted decent gains. Over the past year, industrial production has increased 2.9%. 
The euro rose to a 2-1/2 week high against the U.S. dollar on Tuesday and was on track for its largest 
percentage gain in more than two months, after data showed Germany's economy shifted into a higher gear 
in the third quarter. Germany's seasonally adjusted gross domestic product (GDP) rose by 0.8% on the 
quarter, ahead of expectations and followed by the ZEW institute saying that investor morale improved in 
November and prospects for the economy remained "encouragingly positive." Germany helped the euro zone 
economy expand by 2.5% in the September quarter compared with the same period in 2016, and more than 
the United States, data showed on Tuesday. So perhaps the markets haven’t been wrong? We always say 
that the markets are the leading indicator for the economy- We repeatedly suggested that one should read 
the market to predict the headlines- not read the headlines and predict markets!  
 

October marked the 12th month in a row of positive total returns for the U.S. and global stock markets. That 
type of run is remarkable, but not unprecedented. A review of the U.S. stock market going back to 1871  
reveals six streaks where total returns were positive in 12 or more consecutive months, with the longest 
lasting 15 months between March 1958 and May 1959. The S&P 500 Index turned in positive total returns in 
just over 60% of the 1,762 months of the past 147 years. What are the odds that this streak will lengthen to 
be the longest in history? Well, in flipping a coin kind of predictions, its like getting ‘Heads’ 4 times in a row… 
possible whilst improbable, with odds of about 6%... But we already know that statistically, you can drown  in 
a pool with an average dpth of 2cm… So we prefer not to try and predict the future based on statistical 
observations and charts- We much prefer the economics of the world, and these appear to be firing on most, 
if not all available cylinders…  
And lets not forget the US tax reform. Whilst the oucome of the next vote in the Senate has in truth, a binary 
outcome, i.e., we will like it or not, the odds of it passing have increased after the House vote… Is it a good 
thing? In the short run, probably yes. In the long run? Unclear, as possibly the most serious risk we are all 
facing lies in the issue of wealth and income distribution- The total wealth in the world grew by 6% over the 
past 12 months to $280 trillion, marking the fastest wealth creation since 2012, according to the Credit Suisse 
report. More than half of the $16.7 trillion in new wealth was in the U.S., which grew $8.5 trillion richer. But 
that wealth around the world is increasingly concentrated among those at the top. The top 1% now owns 
50.1% of the world's wealth, up from 45.5% in 2001. Remember what happened to the French Royalty, then 
to the Russian Czar? Like global warming, this is an issue trending inexorably towards disaster but no Paris 
Accord has yet been instigated to try and address this. Just a thought on risks ahead… 
About global warming- The amount of carbon dioxide in the atmosphere reached its highest level in 800,000 
years in 2016, the World Meteorological Organization (WMO) said Monday. Renewables? Yes, they are 
helping to slow the growth of emisions. But as a reminder, when Bedrock was established in 2004, the world 
was consuming 80 million barrels of oil per day. Now, with better efficiency for cars, boats and planes, with 
solar and wind added to the mix, we consume today 100 million barrels per day (25% up in 13 years). OPEC 
predicts oil consumption to rise towards 150M BpD by 2030… The IEA said this week that they expected a 
slowdown in the growth rate of consumption- But it is still a growth…  
 

There's one key economic model that the Federal Reserve has struggled to understand, Charles Evans, the 
president of the Federal Reserve Bank of Chicago, told CNBC on Wednesday. "We don't have a great 
understanding of why it's gotten to be so flat," Evans said about the so-called Phillips curve. This model states 
that as the unemployment rate decreases, inflation should pick up with more people in work. However, despite 
decreases in the U.S. unemployment rate, which currently stands at about 4%, the inflation rate has kept 
falling since the start of the year. Clearly, Evans hasn’t read our previous Newsletters explaining the “Amazon 
Effect… One that did understand us, gave support tto our thinking - John Malone says Amazon is a 'Death 
Star' moving in 'striking range of every industry on the planet'. •"Jeff [Bezos] is gonna be the most disruptive. 
As [his] Death Star moves into striking range of every industry on the planet," Malone said. 
 

We leave you with a  reminder that the best way to make your dreams come true is to wake up 😊 

http://www.bedrockgroup.com/
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Market Weekly Highlights: 
  

• The dollar lost some ground this week with DXY at 93.70 as we write. The EUR rose against the 
USD after the strong German growth data on Tuesday and hit 1.1861 and is currently at 1.1795. 
USDCHF traded lower this week to 0.9847 to finally stabilize around 0.9920. The Pound rallied to 
1.3250 aginst the USD on hopes of Brexit Progress. The Japanese Yen stands at 112.54 against the 
USD stronger then last Friday. 
The Russian Ruble weakened against the USD on Wednesday reaching 60.61 and is now trading 1 
figure higher at 59.62. The Brazilian Real followed a similar path hiting 3.3163 to only come off at 
3.2775 as of yesterday’s close.  
Crude oil WTI is down to almost $56, whilst Brent stands some $6 higher at just below $62. 

 

• 10Y U.S. Treasuries are marginally up in price with yields going down some 5 pbs to 2.36% after 
hitting 2.41% this week.  
The Japanese 10 year JGB yield has moved down this week at 0.036% continuing to offer POSITIVE 
yields.  
In Europe, the German Bund yield which hit almost 0.43% on Tuesday moved down and is trading 
at 0.387% lower for the week. The French 10Y Yield followed a similar path reaching 0.79% early 
this week and showing 0.73% now.  
In Peripheral Europe Italian 10Y yields are now below 2.0% trading at 1.836%, higher then where 
they started the year 1.73%, whilst the Spanish 10Y yields trade some 30bps lower than Italy at 
1.54% but higher then where they started the year at 1.30%.   
 
 

• Markets are mixed this week in the USA with two of three major indices trading higher and one of 
them reaching new all time highs again this week; the Nasdaq. Indeed DJIA is just at  23’458 down 
for the week a mere 0.02% , SP500 at just above 2’585, up for the week 0.04% and Nasdaq at about 
6’793, adding 0.64%. 
In Europe markets are showing negative returns for the week with Eurostoxx50 down 0.88%, the 
DAX and CAC40 at respectively -0.60% and -0.83% while the peripheral italian FTSE MIB lost -
2.08%. The Swiss SMI is the only positive market with a +0.14% for the week. 
The Nikkei trades lower by -1.25% for the week but shows strong positive returns for the year of 
almost 17%. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Highlighted items are interesting data points for the week   

   All data is compiled from Bloomberg  
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Visit www.bedrockgroup.ch 

 
 

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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