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Everything was progressing just fine - until yesterday that is.

The Dollar had regained its footing, supported by “Fed-talk” reiterating the need and plans for interest hikes; bond
markets were drifting lower in price (and yields up) - just as one would expect with an improving global economic
progress and rate tightening. Equities were shaking off the ‘correction’ of February and we were embarking into a
rosy-looking March and remainder of 2018. Yes, all was looking good, but now it doesn’t. President Trump
announced late on Thursday that he will impose tariffs on imports of steel and aluminium. Markets in everything

changed their direction - the Dollar dropped, bonds rallied, equities went to the cleaner... We are speechless.

President Donald Trump's proposed tariffs on steel and aluminium imports drew comments, among others, from the
president of the Peterson Institution for International Economics, Adam Posen, who on Friday said: "This is just
straight up stupid... This is fundamentally incompetent, corrupt or misguided". Posen, who served at the Federal
Reserve Bank of New York in the mid-1990s, currently sits on the panel of economic advisers to the U.S.
Congressional Budget Office. The U.S. President's protectionist move, which would impose a 25% levy on all steel

imports and 10% on aluminium, has garnered widespread criticism, with trade partners of the U.S. already
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threatening to retaliate. Downstream producers of steel and aluminium products — including cars, planes and

consumer products — say it will jack up their costs, and experts fear a trade war that could harm global growth.

U.S. automaker and plane manufacturer stocks closed sharply lower on Thursday trading, and stocks for metals
producers in Europe and Asia saw losses on Friday morning's open. "Steel is just a tiny input in the U.S. gross
domestic product (GDP) — which is why it's so crazy. You mess up your entire trading system for an industry that
has a total of 80,000 jobs." 2015 census data showed roughly 140,000 Americans employed in steel mills,
contributing $36 billion to the national economy. By comparison, steel-consuming industries, which experts believe
will be hardest hit by the tariffs, employ 6.5 million Americans and add about $1 trillion to U.S. GDP, according to
the census. Trump, who campaigned on the promise of reviving long-suffering U.S. industries, argued the move will

protect American jobs. Where did he learn algebra?

Critics, who include Trump's own chief economic advisor Gary Cohn and Council of Economic Advisers chair Kevin
Hassett, as well as multiple right-leaning free trade groups, warn that the protectionist measures will only hurt the
U.S. in the long run. Yet, the move appears to be in line with what many people see as Trump's prioritization of
pleasing his "base." Posen noted that China isn't even among the top five steel exporters to the U.S. — namely
Canada, Brazil, South Korea, Mexico and Russia. The premise for the decision, known as Section 232, was pinned
on national security grounds. The White House claimed that relying on foreign steel could threaten the U.S. defence
industry. But even Secretary of Defence James Mattis said that the Pentagon "continues to be concerned about the

negative impact on our key allies regarding the recommended options within the [Section 232] reports."

"The biggest thing is they think this is going to scare the Chinese," Posen said. "This isn't going to scare anybody.
This is going to scare markets, but it's not going to scare the Chinese government, it's going to lead to retaliation
possibly. And that's where things get bad." The truly scary part is that this act by the Donald can evolve through
retaliation, counter acts and so forth, to a spiral of trade restrictions which can slow the finally achieved global
growth. Yes, markets, and we with them, all rejoiced at the long-term economic prospects driven by the US Tax
reforms and cuts. But then what are Tariffs if not taxes? The President Giveth, the President Taketh... Arguably, the
‘Taketh’ is greater than the ‘Giveth'...

Tariffs on foreign aluminium and steel could help U.S. producers, but it could also fuel inflation, slow the economy,
and trigger other retaliatory actions against U.S. industries, analysts said. "Tariffs would probably have the
unfortunate effect of both slowing growth and accelerating inflation, and that's not a good thing," said Ward
McCarthy, chief financial economist at Jefferies. "For this economy, this is the worst possible time to be doing that."

The Dow closed down 420 points to 24,608, and the S&P 500 slid 1.3% to 2,677. As we said in our opening above,
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we are speechless. Albert Einstein had quipped “Only two things are infinite, the universe and human stupidity, and

I'm not sure about the former...”

There were so many topics we planned to evoke and discuss today — from the US Tax Exempt bond market, which
was headed for its worst start of a year since the 2008 crisis, to the fact that US crude oil output hit an all-time high
in November, taking out the 1970 record, or even the fact that Technology now makes up a quarter of the stock
market, its biggest weighting since dot-com bubble. Technology, this year's best-performing sector, hasn't been this
big in more than 17 years. Oh yes, let’s not forget that we saw the revised fourth-quarter US GDP up 2.5%, matching
expectations. The second reading on fourth-quarter gross domestic product was expected to ease slightly to 2.5%
from the initial reading of 2.6% growth. We had also meant to talk about Russia getting its first S&P upgrade in over

a decade to exit junk status. What can we say? All these interesting topics have turned mute.

Our trust and confidence in the USA as the leader of the Free World, as the driver of Free Market thinking and
behaviour have been damaged, not to say shattered by a singularly stupid statement. As we make our way into a
snow-covered weekend, with a freeze beyond physical reality in the horizon that might even turn into a big chill, we
shall leave you with Martin Luther King’s words — “nothing in all the world is more dangerous than sincere ignorance

and conscientious stupidity.”
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Market Weekly Highlights

» The USDis trading up this week after a continuous drop since the year’s start, with the Dollar Index DXY at 90.20.
The USD is gaining some ground against the Euro, which came off the highest levels from 1.2555 to 1.2150 yesterday,
only to trade back at 1.2280. Same for the CHF, which shows 0.9377 now.

The Pound is also trading lower this week at 1.3777, having reached 1.4145 last week, but still stronger for the year as
is the Japanese Yen at 105.67.

The Russian Ruble trades higher against the USD for the year but lower for the week reaching 56.70.

The Brazilian Real, which opened the year at 3.3080, reaching almost 3.12 last month against the USD, is now back at
3.25 losing some ground.

The Crypto Currencies, which went through an important correction since the start of the year of about 60%, are now
trading higher for the month, with Bitcoin moving from 6’000 to almost 11’800 against the USD on Wednesday.

Crude oil WTI trades down for the week to $60.77 per barrel; while Brent is trading at about $66.67.

> 10Y U.S. Treasuries, which had traded in a range during the last quarter of 2017 with yields from 2.30% to 2.40%;
have lost value in price, with yields reaching 2.95% last week and now back to 2.80% . The US yield curve is no
longer flattening.

The Japanese 10 year JGB yield, which opened the year 2018 at 0.053%, reached 0.10% early February to only trade
back at 0.068% continuing to offer a POSITIVE yield.

In Europe, the German Bund yield nearly doubled this year jumping from 0.40% to 0.80%, but started to trade down at
around 0.60%, 20 bps higher than where it closed 2017. The French 10Y Yield crossed the 1% to trade at 0.887%.

In Peripheral Europe, Italian 10Y yields are now just below 1.92%, trading almost unchanged for the year so far, whilst

the Spanish 10Y yields trades some 43bps lower than Italy at 1.49%, down from where it started the year at 1.61%.

» Markets in the US have all tumed positive again for the Year 2018 with the exeption of DJIA, following the market

correction, with Nasdaq trading 4.02% higher, SP500 0.15% while DJIA is down 0.45%; all having rebounded from

the 10% drop from the all time highs reached this January. The DJIA is at almost 24’600, the SP500 at just 2’660
while Nasdagq is trading some points above 7'180.

In Europe markets are showing negative returns for the year so far with Eurostoxx50 down 4.71%, DAX at —7.70% , FTSE

100 at almost -7.60% and Swiss Market SMI at -7.31%. ltaly is the only market up for the year at +0.43%. In Asia, the

Nikkei traded lower by 6.95% for this new year 2018 while the Hang Seng and Bovespa are positive respectively at

2.22% and 11.75%.
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Highlighted items are interesting data points for the week

MARKET INDICES PERFORMANCE 01/03/2018
| PRICE CHAMGE IN % junless indicated) |
INDEX NAME CCY __ Last Price 1D 50 MTD M m M ¥TD 2047 1y 37
EQUITY MARKET INDICES - BY REGION Fwd PJE__ T12m PJE
SEP 500 INDEX UsD  2,677.67 132 -0.87 -1.33 -3.06 134 812 0.15 2182 12.42 26.46 17.13 2151
DOW JONES INDUS. AVG USD 2460898  -L68 142 -1.68 -3.57 1.56 1.82 -0.45 28.11 717 34.56 16.62 19.88
NASDAQ COMPOSITE INDEX ~ USD  7,180.56 126 -0.41 -1.27 -0.83 4.86 11.58 4.02 20,73 22.51 43.38 2188 3312
RUSSELL 2000 INDEX UsSD  1,507.39 033 -1.48 0.33 -2.58 -1.93 6.64 -1.83 14.63 £.00 2131 2459 a7.97
EURD STOXX 50 EUR 3,395.16 -L16 -2.18 241 -4.45 -4.56 .25 -3.92 9.95 -0.54 -6.25 13.44 15.70
EURO STOXX 600 EUR  374.86 23 -2.50 211 -2.24 321 -1.20 -4.51 1122 -1.06 -5.02 14.32 16.08
CAC 40 INDEX EUR 526256 109 -2.04 2,10 201 -2.03 167 -1.95 12,54 4.4 5.93 14.36 15.94
DAX INDEX EUR 12,190.84  -197 -3.51 -3.14 -5.78 -6.34 -0.80 -6.75 12,51 -012 557 12,52 15.84
FTSE 100 INDEX GBP  7,175.64 -0.66 141 -L.24 -a.04 216 -3.98 -7.08 11,95 -3.25 291 13.47 13.64
SWISS MARKET INDEX CHF  B792.38 128 -2.58 2.2 -5.56 611 -2.51 -7.18 17.88 0.54 3.84 1531 26.42
NIKKE] 225 PY  21,728.47  -L56 -3.25 -4.02 -8.99 -7.18 7.57 -6.95 2133 B.26 12.51 15.94 15.55
HAMG SENG INDEX HKD 31,04425  0.65 2.19 -0.85 -6.19 5.19 941 222 4127 28.89 2.89 11.04 13.30
SHANGHAI SE COMPOSITE CNY  3,273.76 0.44 -1.05 -0.15 -6.00 -1.50 -3.34 -1.59 875 0.76 -2.45 12.74 16.70
SE&P BSE SENSEX INDEX INR 3404654  -0.40 0.67 -0.40 -2.91 3.70 676 -0.03 29,56 18.06 15.57 2234 B2
RUSSIAN RTS INDEX § USD  1,774.18 -0.B8 -1.97 0.78 021 12.54 15.89 10.48 5.88 15.97 41.16 6.48 B.70
BRAZIL IBOVESPA INDEX BRL 85377.79  0.03 151 003 159 18.15 1871 117 26,86 29.65 67.34 13.29 20.37
MSC1 WORLD USD  2,089.98 -1.30 -2.38 -1.32 -3.76 1.00 532 -0.54 23.10 13.08 17.54 15.99 19.24
MSC1 WORLD HEDGED USD  928.84 119 -0.82 -L19 -a.62 0.47 6.66 -0.84 18,13 11.44 =11 . -
MSC1 WORLD LOCAL - 1,565.03 -L1E -1.09 121 -3.30 -0.08 5.53 -1.33 20,06 897 16.30 15.99 19.44
MSC1 AC WORLD USD 51190 1417 233 119 -3.68 1.68 667 0.22 24.65 14.50 18.17 15.52 18.95
MSCI EM UsD  1,182.25 -0.24 -1.89 -0.25 -3.13 6.84 9.24 292 3T 7.33 20,54 12.77 16.04
MSC1 AC ASIA X JAPAN USD 72841 -0.01 .14 -0.01 -3.33 4.98 9,73 210 42.10 209.08 B.57 13.30 15.43
MSCI EM LATIM AMERICA USD  3,062.50 016 2.48 -0.16 -2.44 12.19 5.16 829 2416 18.59 17.12 14.49 19.66
MSCI EM Eur, ME & Africa usD 30460 -L12 -3.47 -1.14 -0.08 11.15 9.24 2.91 25.22 20.52 8.10 11.06 14.20
EQUITY MARKET INDICES - BY SECTOR PJE PfE
MSC1 ENERGY UsD  206.54 -0.53 -2.80 -0.53 -7.55 -2.07 5.48 -7.60 5.93 -0.99 -1L56 16.96 26.08
MSC1 MATERIALS usD 27343 149 -3.60 -L.65 -4.33 167 571 263 20,51 15.68 14.16 14.98 17.29
MSC1 INDUSTRIALS UsD  258.49 -LE2 -2.96 -L.82 -850 1.30 7.09 -1.22 25.87 14.97 24.62 16.85 19.03
MSC1 CONS DISCRETIONARY ~ USD  245.90 L35 -2.56 -1.35 -3.27 5.18 12.01 269 24.24 18.93 23.36 16.58 19.11
MSC1 CONS STAPLES uUsD  222.92 0,69 2.27 -0.74 -6.26 -241 -2.51 -6.25 17.81 1.50 560 18.17 16.63
MSC1 HEALTH CARE UsD  225.76 -L46 2.63 -L.46 -4.59 -0.65 0.93 -0.82 20,42 7.83 533 1625 23.95
MSC1 FINANCIALS UsD  127.98 132 2,12 -1.35 -a.14 .73 9.43 0.56 23.48 14.26 2.8 12.64 16.01
MSCI INFO TECH UsD  [236 -LBE -1.65 -1.68 0.62 5.90 14.85 530 38.75 3109 56.53 19,12 25.42
MSC1 TELECOMS usD 6725 -0.65 -1.58 -0.65 -5.40 -230 E%/] -5.45 6.79 -3.44 -£.73 11.97 15.13
MSCI UTILITY UsD 1822 -0.30 -2.53 -0.35 -3.18 -10.33 -8.58 -6.25 14.82 -0.60 120 14.52 17.95
MSC] WORLD REAL ESTATE __ USD __ 198.39 0,47 -L.78 -0.49 -4.58 -6.03 -3.30 -6.50 15.56 0.61 -2.55 23.37 16.54
HEDGE FUND INDICES
HFRX GLOBALHEDGEFUND  USD  1,275.14 0,43 -L.10 2.4 -3.10 0.79 2.47 -0.04 5.99 4.25 2.88
HFRX EQUAL WEIGHTED UsD  1,273.91 030 -0.B1 77 -2.19 0.49 L67 -0.14 a8 307 539
HFRX GLOBAL EUR EUR__ 111B.85 0.5 -0.63 -2.28 -2.95 0.45 145 -0.15 3.49 1.98 2,12
MARKET INDICES PERFORMANCE 01/03/2018
|
101202011 - A T 1T 11 2] Vi) 2017 17 ki
LIBOR RATES AND ¥IELD ON US GOVERMMENT BONDS [Yield in %, Change in bps)
US 3 MONTH usD 151 0,03 -2.81 -4,12 13.78 35.21 GL.08 23.49 87.83 95.05 -
Us 2 YEAR usD .23 1.80 -LB3 -2.03 8.84 4577 BR.TT 34.67 69,47 22,13 =
US 10 YEAR s 2.83 1.82 -4.00 -3.46 ~-1.51 46.45 B6.03 42,06 -3.89 34.81 -
Us UBOR 3M usD .02 1.08 .74 394 25.03 53.84 59.94 32.29 69.64 85.32 -
EUR LIBOR 3M EUR -0.38 0,00 0.51 0.23 0.35 0.24 -0.53 0.54 -4.83 -2.64 -
GEP LIBDR 3M GEP D.58 010 260 5.53 5.37 5.86 30.14 6.06 15.44 22.51 -
CHF LIBOR 3M CHF -0.74 0,00 0.10 0.04 -0.26 0.74 -1.82 0.16 -L70 -1.84
FIXED INCOME INDICES - BY TYPE OF ISSUER Yiald to Worst
GLOBAL AGGE TR HEDGED usD 510.60 nis 028 (i %)} 033 -0.81 -0.32 -0.76 3.0a 225 B.25 1.B6
GLOBAL HY TR UsD  1,304.54 018 -0.08 -0.18 -117 0.14 111 -0.40 10.43 673 20,45 5.64
Us GOVERNMENT TR s 2,128.19 034 040 034 .28 -1.74 -2.29 172 2.30 058 1.87 1.B6
US CORPORATE TR UsD 283135 0,14 047 014 0,68 184 .23 -2.43 642 3.08 7.87 3.69
US HIGH YIELD TR USD  1,94151 D18 011 -0.18 -0.63 -0.14 0.87 -0.43 7.50 3.76 16.14 6.14
EU GOVERNMENT TR EUR 250.55 n1a 033 14 052 -1L28 013 0,10 020 1.36 207 .66
EU CORPORATE TR usD 272.08 o 009 ouo1 031 -0.27 1.27 [iTirg 4.38 3.96 .26 0.Ba
EU HIGH YIELD TR EUR  315.54 004 021 -0.04 -0.47 039 0.99 0.32 6.90 452 13.74 3.22
BARCLAYS GLOBAL CONVERT. USD 238.76 -0.21 -0.03 021 -1.55 0,49 .13 [1X::3 719 3.61 T.22 =
‘GLOBAL EM TR [HEDGED) usD 379.09 -0.03 14 003 -0.83 -L11 -I.51 -1.42 211 4,02 16.21 4.48
SEP/LSTA U.5. LEV LOAN UsD __ 98.76 -0.05 -0.03 -0.05 -038 0.49 0.45 039 0,24 -0.45 2.36 5.24
COMMODITY INDICES - BY TYPE OF ISSUER
GSCI INDEX TOTALRETURN ~ USD  2,542.47 0,52 -1.71 -0.52 -4.62 2.56 12.80 -0.56 5.77 617 -20,14
GSCl ENERGY TR usD 453.18 -L20 -2.99 -L20 ~7.63 .06 19.08 -2.03 639 9,99 -28.01
GSCI INDUSTRIAL METALS TR USD 1,404.03 -0.34 -2.B8 034 -3.66 3.08 210 -3.10 29.09 12.24 16.85
GSCl PRECIOUS METALS TR usD 1,562.29 -0.94 -2.04 -0.84 -3.30 1.52 272 -0.93 11.98 164 409
G501 AGRICULTURE TR USD 810,75 182 an 182 6.50 6.55 649 819 -11.92 -8.52 -18.63
GENERIC 15T 'CL" FUTURE usoD 6087 -0.20 -4.22 -1L.25 -6.84 4.18 25.92 079 3.B0 B0 ~-16.34
mmﬂ LSO w 10,00 -[I—.ﬂ -ll._fl.‘l. —E E E 107 13.0_5 6,70 9,13
CURRENCIES
DOLLAR INDEX SPOT usD 8032 -0.10 n39 -0.42 116 -LB6 -2.78 =205 -8.87 1171 -5.48
Euro Spot EUR 123 0.03 -0.20 0.63 -1.54 34 3.15 222 14.15 16.79 a7z
Japanese Yen Spot Y 10624 045 1.08 O.EE 4.18 B30 3.75 656 -3.65 E19 13.60
British Pound Spot GBP 1.38 -0.06 -1.45 (1% -2.48 214 647 1.B9 9.51 12.24 ~10.40
Swiss Franc Spot CHF 0.04 0.36 -0.25 066 -0.75 497 211 3.83 -4.39 7.99 214
Brazilian Real Spot BRL 3.25 -0z 001 012 -2.51 019 -3.42 1.BE 1.76 -4.85 =
China Renminbi Spot CNY 636 nis -0.15 -0.25 -0.73 4.30 2.90 .52 -6.31 B.55 -1.17
Singapore Dollar Spot SGD 132 0.18 -0.08 032 -0.06 2.04 277 117 7.66 599 340
Russian Ruble Spot RUB 56.82 028 -0.94 -IL55 -0.21 3.78 207 1.B2 -6.25 3.87 10,37
Norwegian Krone Spot NOK 7.85 -0.07 DL 063 -1.52 611 -0.53 4.49 -5.05 B.05 -2.02
Bitcoin XBT  10,933.75 146 11.83 527 29,44 -3.54 154.31 2248  1,403.24  TELEY -
‘Vontobel Bitcoin Cert. usD - - -1.96 - 6.34 322 112.75 2524  1,348.05 72535 -
VOLATILITY / LQUIDITY INDICES
CEOE SPX VOLATILITY INDX usD 2247 13.20 36.39 13.30 29.92 96.76 122.00 108.71 -21.37 90.43 T2.AT7
USD SWAP SPREAD SEMIZYR  USD 26.03 087 -11.50 1561 38.35 19.60 33.96 -26.47 -27.46 -0.03
TED SPREAD u,s_s - 33.03 10,76 35.61 77.42 32.44 31.48 -36.35 -11.51 B6.36

Source: Bloomberg

© 2018 Bedrock Group. All Rights Reserved www.bedrockgroup.com


http://www.bedrockgroup.com/

Bedrock

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 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. 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
asto whether the recipient should proceed with afurther 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. 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 aresult of changesin 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. 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. 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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