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It is Friday yet again. Another week full of information and action, and the world kept spinning, the trends of 
the previous weeks pursued their tendencies unabated- The S&P 500 equity index rose almost 0.60%, the 
DJIA 1.25%, NASDAQ gained some 0.65%, European stocks eroded some of the confidence analysts had 
been clinging to and fell some 0.50% to 1% excepting the FTSE and Swiss SMI which gained like the 
Americans. The much loved and recommended Nikkei also disappointed in losing some 1%. The Emerging 
markets index gained a percent or so. Yes, another week much like the previous many, broadly speaking 
pursuing an apparent inexhaustible pursuit of new highs (the MSCI World index rose about 0.25%). The fixed 
income universe also kept creeping up in price, whilst so many “experts” have been predicting and warning 
of an ongoing imminent rise in interest rates (exactly the opposite).  
We heard Janet Yellen giving her last news conference and closing her Chaimanship with an announcement 
of an increase in rates by 0.25% as expected, but then adding that her successor is likely to raise only 3 times 
next year (market participants were expecting four). So bond prices rised some, globally.  
Then the Swiss National Bank told us that they will be making no changes in their policy and base rates 
forever, or thereabouts. The ECB said much the same, holding rates and assuring us that they support the 
European accelerating growth. Even the Bank of England, faced with certain inflationary pressures and a 
future clouded with uncertainty, chose to hold rates, unanimously. 
 

With these decisions behind us, we note the volatility across all asset classes (Bitcoin and other 
Cryptosomethings aside) has further abated. Yes, it is the time for the Santa Claus rally- All the stars are 
aligned here- Low inflation, tiny volatility, low interest rates and a synchronized global growth picture. Full 
employment in the USA, improving work data and prospects in Europe and in Japan. So maybe the lyrics of 
Bobby McFerrin “Don’t Worry, Be Happy” are our new reality? But these are unusual times; strange things 
can happen- the Mouse ate the Fox… (Disney buying Fox) and the US Congress seems to have agreed on 
a new Tax structure, even if it isn’t truly a real “reform”.  
 

The changes in the US Corporate taxation should benefit American small cap stocks more than others. Here 
is an interesting thought- Many are worried about equity prices being high, Price Earning (P/E) ratios being 
elevated, but are they? Steve Liesman on CNBC suggested that the P/E ratio of the Russel 2000 after taking 
count of the tax rate drop computes to 14X.  That is historically cheap… Very cheap even when compared to 
interest rates…  
This we understand and support. Much else we don’t though, from the metaphysical question of the meaning 
of life to the more mundane US Dollar. The latter has declined this year- The DXY being the trade weighted 
exchange rate index is now at 93.50, down some 0.40% fo the week and 8.50% for the year, is 
incomprehensible to us, who grew-up on the mantra of “The Carry sets the relative values of Currencies”. 
The Euro, CHF, GBP and JPY are set to keep their rates low or negative, the FOMC set to raise further. The 
US$ should rise. It is falling. 
In the same universe of currencies, we see the exponential rise of Bitcoin and its Crypto-bretherns in the face 
of a growing list of sceptics- From the respected bankers such as Jamie Dimon, Nobel laureates and central 
bankers. On Monday, SEC Chairman Jay Clayton issued a warning to investors putting money into 
cryptocurrencies. The SEC warning came hours after the regulator stopped an "initial coin offering" (ICO) 
from restaurant review app Munchee. ICOs allow startups founded on cryptocurrency technologies such as 
blockchain to quickly raise capital by issuing virtual tokens to investors. Such offerings have become more 
common in the past year, but little data about them is available because the market has been largely 
unregulated. Today this list added  Andrew Bailey, chief executive of the Financial Conduct Authority, told 
BBC's "Newsnight" on Thursday, "If you want to invest in bitcoin, be prepared to lose all your money". Bitcoin's 
meteoric price rise has stunned critics and enthusiasts alike, leaving investors scrambling to understand the 
driving factors for the digital currency's runaway rally- Bitcoin traded at $17,159 on Friday morning, according 
to CoinDesk's bitcoin price index.  
As we said above, this is just another currency (or not a real currency) which is baffling us. We learned earlier-
on in our professional lives that if you don’t understand something, stay away. We thought we understood the 
US$ and have been proven wrong this year, having held some in the expectation that the widening “carry” 
will drive the price upwards. We were correct in our prediction of the spread widening, but wrong in our 
expectation of this leading to a relative rise. With Bitcoin and its elk, there is no carry at all, we can’t quite 
grasp what it really is, nor why it has price at all, never mind a rising one. But then, we don’t quite know why 
we are here in the first place… (Metaphysics). 
 
Back to the comprehensible zone- China's economy will expand by 6.8% in 2017 but growth will slow to 6.4% 
in 2018, according to the Asian Development Bank and Developing Asia growth is expected at 6.0% in 2017 
— better-than-expected due to improved trade. We don’t have a problem with this, but the headline was 
“China's economy set to slow sharply in 2018, ADB warns”. You must recall that towards the end of 2015 and 
then towards the close of 2016 similar words were scaring everyone away from China. The header is scary, 
the details are comforting- slowing to 6.4% imagine what would happen if the US grew even at half this figure? 
Besides having Trump re-elected, a huge bonanza on every investment… 
Let’s not forget that some things are so unexpected that no one is prepared for them… 
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Market Weekly Highlights: 
  

. 

• The dollar lost some ground this week giving back the gains made during the first weeks of December 
probably on the back of Fed’ outlook of a more tempered view on growth and Inflation. The DXY is at  
93.50, slightly down for the week after reaching 94.12 on Monday. It still is down almost 8.50% for the 
year. The USD is slightly down against the Euro for the week at 1.18 and against the CHF at 0.9883. The 
Pound is trading higher at 1.3423 as is the Japanese Yen moving from 113.75 to 112.18.  
The Russian Ruble, which traded slightly down against the USD for weeks and reaching about 60.50 
despite the gains in oil, has now gained some ground trading at 58.80.  The Brazilian Real is lower against 
the USD for the week at just above 3.335. Crude oil WTI is unchanged for the week to $57.37 a barrel; 
while Brent is trading at about $63.40. 

 

• 10Y U.S. Treasuries are trading in a range this last quarter, with yields from 2.30% to 2.40%. The US yield 
curve is flattening, Yellen confirmed it as well early this week telling investors not to worry. 
The Japanese 10 year JGB yield is trading sideways this week and continues to offer a POSITIVE yield, 
at 0.046%. In Europe German Bund yield seems to have found a floor around 0.30%, almost unchanged 
for the week, while the French 10Y Yield have followed a similar path marking 0.63%.  
In Peripheral Europe Italian 10Y yields are now below 2.0% trading at 1.77%, almost where they started 
the year at 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%.   
 

• Equity Markets in US are positive with all three major indices up and with DJIA and SP500 reaching new 
all time highs this week. The DJIA is above 24’508, up 1.23% for the week, SP500 at just above 2’650, 
0.57% higher for the week and Nasdaq just above 6’856, up some 0.64% as of yesterday’s close. 
In Europe markets are showing negative returns with the exception of FTSE 100 which is up 0.64% this 
week . Indeed Eurostoxx50 is lower by 1.18%, the DAX and CAC40 both at roughly -1% and the Italian 
FTSE MIB at a strong -3.10% .   
The Nikkei trades also down by 1.13% for the week but still showing strong positive returns for the year of 
almost 18% on the back of the Yen weakening. 
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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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