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Today is Friday December first. We had some scares during this week, having had a significant sell-off in the 
tech sector, blamed (probably erroneously) on “profit taking” and “window dressing” positioning towards the 
close of the month. Was it? Well, as tech stocks plummeted, pharma, biotech and financials rose. We think 
that rational thinking suddenly gained- After all, if the US Tax Reform does occur, bringing the corporate tax 
rate to 20%, who gains? Probably not the companies that are not showing high profits- In the tech world, 
those like Apple which make a lot, are hardly affected as their revenues are largely sheltered off shore, others 
which earn hopes rather than profits are not affected (Negative P&L has no taxes…). So the great tax reform 
will benefit the already profitable companies, especially those whose economics are domestic- Hence the 
rational (at last) rotation from Tech to Banks and DJIA industrials.  
 

Lets not forget that the markets as a whole are data processing mechanisms which combine ALL information 
into a price. As it seems that the long awaited Tax Reform Bill is gaining probability points to becoming law, 
the market-processing shifts relative values. All is normal. Lets not fear the numbers of 24’272 for the DJIA- 
All time high, but we should be used to this, having experienced a sequence of many such highs all along of 
this wonderful year of 2017. Is it over? Probably not quite yet; The economic fundamentals are good and 
getting better all around the world. We consider that the latest comments from the Fed were the spark that 
ignited the fire under the markets- The outgoing Mrs. Yellen, said last week that “The economic expansion is 
increasingly broad based across sectors as well as across much of the global economy”.  
The US showed us this week a second peek at Q3 GDP, raising the figure to show 3.3% growth rate up from 
3.0% first estimate, and ahead of the 3.2% expected.  
 

Here are some more thoughts about the Tech selloff (partially reversed in Thursday’s trading) extracted from 
a publication by the research firm Atonra; 
‘The moves we just saw point to a healthy market and will ease market exuberance concerns as some 
investors lock in profits and switch to other investments in other strategies they deem more attractive on a 
risk/return basis and as some others, who were waiting for a correction, will take the opportunity to enter into 
the space or increase their exposure. We see Technology as a huge deflationary force as the aim of 
automation or any technological improvement is to do more with fewer resources. Just think of what is 
currently happening thanks to the advances in Artificial Intelligence and Robotics, which barely started to 
impact the real economy, or of what’s currently going on in traditional industries such as retail with 2017 being 
considered the year of the Retail Apocalypse as purchasing habits shift towards the internet.’ 
We share the concerns of Atonra who say that a possible change of the rules governing the internet in the 
US is a negative catalyst for the Technology sector overall. The FCC (Federal Communication Commission) 
is to vote on the “Net Neutrality” repeal during its December 14th 2017 session. With 5 FCC commissioners 
voting, of which 3 are Republicans, the outcome of the vote leaves little hope for proponents of Net Neutrality. 
The new chairman of the US Federal Communication Commission, Ajit Pai, is about to repeal “Net Neutrality” 
regulations and to roll back the protections approved in 2015. While this is in line with Trump’s political view 
that the government should not intervene in the economy, we believe it could have profound consequences 
for US consumers and companies not only in the US but globally. The subject introduces a further element of 
risk to the entire net-based investment universe. 
 

We may dislike Crypto currencies, but can’t ignore them- The Economist writes- Defying gravity: bitcoin at 
$10,000 The crypto-currency crossed the milestone. A big reason for the rally is that many investors have 
started to shy away from often scammy Initial Coin Offerings, a form of crowdfunding that creates new crypto-
currencies. They are now betting more on incumbent coins. These also include Ether, the token of the 
Ethereum realm, which has reached record highs, too, nearing $500. Investors expect that bitcoin in particular 
is bound to become part of the mainstream financial system. The Chicago Mercantile Exchange, for instance, 
has said it will launch bitcoin futures before the end of the year. But that move may show that in crypto-land 
gravity is alive and well: futures will make it easier to short bitcoin, and bears will have more of a say. Former 
Fortress hedge fund manager Michael Novogratz told a conference Tuesday that the digital currency market 
will be a wild roller coaster ride full of froth and shady behavior. "I think this [crypto] is going to be the biggest 
bubble of our lifetimes by a longshot," he said at the CoinDesk Consensus Invest conference in New York. 
"To be fair, this is a bubble and there's a lot of fraud mixed in. We look at tons of projects. And some get 
funded, and they literally look like Ponzi's. There's a lot of froth and fraud in something that's exciting as this." 
"Bitcoin could be at $40,000 at the end of 2018. It easily could," We suggest you take it with a grain of salt- 
He is planning to launch a $500 million digital assets fund through his new firm, Galaxy Investment Partners. 
Then, a scientific paper about the underlying cost of Bitcoin shows that its overall electricity consumption is 
soaring, as people worldwide bring more energy-hungry computers online to mine the digital currency. An 
index from cryptocurrency analyst Alex de Vries, aka Digiconomist, estimates that with prices the way they 
are now, it would be profitable for Bitcoin miners to burn through over 24 terawatt-hours of electricity annually 
as they compete to solve increasingly difficult cryptographic puzzles to "mine" more Bitcoins. That's about as 
much as Nigeria, a country of 186 million people, uses in a year.  
If greed gets the better of you, think again if this makes sense- huge amounts of energy spent to make and 
maintain something that has no value, even if its price is high… Makes a Da Vinci at $450 million seem 
cheap…The only two things you can truly depend upon are gravity and greed, Jack Palance 
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Market Weekly Highlights: 
  

• The dollar lost some ground yesterday giving back the small gains made during the first days of week 
probably on the back of uncairtainty around tax reforms. The DXY is at just about 93.00 slightly down for 
the week and still down almost 8.00% for the year. The USD is trading down against the Euro at 1.1900 
and against the CHF at 0.98. The Pound is trading higher at 1.3488 and the Japanese Yen is trading lower 
for the week at 112.45 moving from 111 early this week.  
The Russian Ruble which traded slightly down against the USD for weeks reaching about 60.50 in spite 
of the gains in oil has now gained some ground to trade back at 58.63.  The Brazilian Real is trading 
marginally higher against the USD for the week at just above 3.264. Crude oil WTI is down to $57.87 a 
barrel after reaching almost $60 early this week; while Brent is  at about $63.30. 

 

• 10Y U.S. Treasuries are trading lower in price this week with yields on the ten year note climbing to 2.43% 
yesterday after reaching 2.31% on Tuesday only to trade down at 2.377% as we write. The US yield curve 
is flattening. 
The Japanese 10 year JGB yield which hit 0.016% last Friday is trading higher and continues to offer a 
POSITIVE yield, showing 0.035%. In Europe German Bund yield which reached 0.40% yesterday is trading 
back at 0.33%, almost unchanged for the week, while the French 10Y Yield is trading lower marking 0.64%.  
In Peripheral Europe Italian 10Y yields are now below 2.0% trading at 1.71%, almost where they started 
the year 1.73%, whilst the Spanish 10Y yields trade some 30bps lower than Italy at 1.41% but higher then 
where they started the year at 1.30%.   
 

• Markets in US are positive with all three umajor indices reaching new all time highs. The DJIA is above 
24’270 up a  strong 3.17% for the week, SP500 at just above 2’645, 1.94% higher for the week and Nasdaq 
just above 6’870, up some 0.10% as of yesterday’s close despite the important loss on Wednesday. 
In Europe markets are showing negative returns with the exception of IBEX 35 which is up 1.18% for the 
week. Indeed Eurostoxx50 is lower by 1.40%, the DAX and CAC40 at respectively -1.35% and -1.52%.   
The Nikkei trades also higher by 1.19% for the week showing strong positive returns for the year of almost 
19% on the back of the Yen weakening. 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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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