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Yesterday we saw US stock indices rising to new all-time-highs on the back of President Trump’s promises of a “big 
league” tax announcement to come in the next few weeks. Or was it driven by generally better than expected Q4 
earnings’ releases? Or was it the generally positive economic news flows from around the globe? Whatever the 
reason, a good one or a wrong one, we are happier making money by mistake than losing money with reason… 
Arguably, the election of The Donald might have been a mistake, but if it truly is a driver for the rising markets, who 
are we to argue? This said, we believe that much of the ongoing equity rally around the world was inscribed into 
the future before the US Presidential elections, based on a real revival in general economic activity. Around mid-
year 2016 the signs were showing… Better yet, into 2017, this tendency appears likely to continue. We remain 
optimistic on equities and hold our views that interest rates are likely to drift gently upwards into the year. We find 
confirmation for our views in little snippets of data- Japan, an exporting economy, recorded its second largest ever 
current account surplus in 2016 at $184 billion, of which $60Bn with the USA.  
Oh, Germany had a record trade surplus for 2016 at $270 billion.  Clearly someone somewhere is buying a lot of 
“stuff”… 
Further support for the expanding economics came this week from Danish A.P. Moller-Maersk, the world’s largest 
shipping firm, saying demand has outgrown supply for the first time since 2010. And they see a further 2 to 4 percent 
growth in container shipments for 2017. Yes, we believe ‘things’ are doing better, Trump policies and tweets 
notwithstanding… 
 
On Monday, Goldman Sachs said that the Trump Rally may have been curbed; noting a cooling of sentiments, flow 
of funds and price action in markets, concluding that the Trump-fuelled enthusiasm is running out. Goldman’s Chief 
credit strategist said "The risk for markets, ironically, may be the strength of recent macroeconomic data, which 
may have encouraged markets to price a more sustained improvement in GDP growth than we think likely". 
Himmelberg reflected on the 50% reversal in the rise of yields on the US 10 year Treasury notes, having spiked up 
by 60Bp and fallen back to 2.40%  
We are not sure what to make of the announced fall in Chinese reserves in January to a six year low, just below $3 
trillion (still quite a lot though…).While the $3 trillion mark is not seen as a firm "line in the sand" for Beijing, concerns 
are swirling in global financial markets over the speed at which the country is depleting its ammunition to defend 
the currency and staunch capital outflows. 
Some analysts fear a heavy and sustained drain on reserves could prompt Beijing to devalue the currency. The 
Yuan fell 6.6% against the rising dollar in 2016, its biggest annual drop since 1994. For 2016 as a whole, China 
burned through nearly $320 billion of reserves, on top of a record drop of $513 billion in 2015. Analysts expect 
downward pressure on the yuan to resume, especially if the U.S. continues to raise interest rates, which would likely 
trigger fresh capital outflows from emerging economies such as China and test its enhanced capital controls. Could 
the weakness in the US$ over the past few weeks be attributed to Chines sales of reserves? We doubt that, as the 
price action in US Treasuries are not implying big sales, quite to the contrary as Yields slipped down some. And 
clearly there wasn’t a big seller of Gold out there, as its price has been rising this year. And then, just yesterday, 
Trump assured Xi Jinping in a letter and a call that the US stands behind the “One China” policy of past. Hmmm… 
Hard for us to interpret. 
 
Some analysts are touting investment in Europe, expecting the Eurozone to rebound and catch-up with the US 
markets. We are not convinced- Many powerful headwinds are blowing across the old continent- Let it be little 
Greece where we see two-year yields closing-in on 10% amid the IMF standoff with the European Union. Greece 
won’t meet fiscal surplus targets set by its euro-area creditors, the International Monetary Fund said on Monday, 
after executive directors met to discuss the fund’s annual assessment of the nation’s economy. The IMF’s 
assumptions aren’t based in reality and don’t take into account the reform of Greece’s public finances, according to 
a European Union official who spoke on condition of anonymity because the discussions are sensitive. We must 
keep watch on this corner of Europe… 
At the same time, as France is getting closer to its own Presidential elections, we see a political mess boiling there. 
Much like the US elections where none of the possible outcomes are palatable… Heightened French political risk 
and policy uncertainty, reflected by a jump in sovereign yields and a weaker single currency, are clouding a 
scheduled ratings review by Moody's, economists and currency strategists told CNBC. Moody's rates French 
government debt at Aa2, the third-highest investment grade ranking, but some are not ruling out a cut in the outlook 
to negative from stable. The spread between German and French ten year bonds widened significantly to 70.50Bp, 
up from a low of 18Bp in mid-2016. Clearly, there is a concern about the viability of France… “… the French are 
good for a revolution," Lothar Mentel, chief investment officer, at Tatton Investment Management told CNBC on 
Thursday. According to him, given the many elections across Europe, the situation "needs to be watched," though 
overall he doesn't believe that voters will follow the populist route when heading to the polls. 
We see five generally ignored, big risks ahead; 
1. Inspite of a bond-price rebound in the last few days, there will be a big price to pay if yields rise a lot. 
2. A sudden rise in the US$ could hurt commodities and emerging economies. 
3. Trump disappoints market expectations on taxes and fiscal stimuli. Much of which “is in the prices”. 
4. China’s momentum is likely to weaken. Remember what this perception did last year? 
5. The Fed could become more hawkish than expected by the street. The complacent VIX at 11 could spike…  
But then again, “As goes January so goes the year”, some say… But others say that age doesn’t matter unless you 
are a cheese… 
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Market Weekly Highlights: 
  

 The greenback has marked a pause since last year’s strong rebound against all currencies. The DXY 
which had reached 103.80 lost some ground so far this year to trade now just at about 100. The USD 
is trading around 1.063 against the EUR and above parity against the CHF. The Pound is trading this 
week at roughly 1.2440 against the USD, a nice 3pts rebound for the year. The Japanese Yen is 
trading higher against the USD at 113.45, remaining up strongly vs the Dollar YTD.  
The Russian Rubble is trading at 58.70 following the oil’s price stabilization. The Brazilian Real is 
now trading basically unchanged for the week at 3.12. Gold is now at $1’226, up about $80 since the 
start of the year. Crude oil WTI reached $55.24 a barrel on the first day of trading on January 1st and 
is now trading at about $53.50 as we write.   

  

 The yield on 10Y U.S. Treasuries are basically back to year-end levels at roughly 2.50%, having 
bounced in a rather tight range around unclear tweets and talk from Trump, now trading at 
2.41%. The Japanese 10 year JGB yield has remained almost unchanged since the end of last 
year and continues to offer POSITIVE returns trading at 0.092%. In Europe, this month, the 
German Bund has traded higher almost every day and now trading at 0.32%, remaining well 
above the 0% mark for the last three months, whilst the Swiss 10 year bond “rallied” to yield 
NEGATIVE 0.11%. In Peripheral Europe Italian 10Y yields crossed the 2% level having started 
the year at 1.71% and are currently at 2.24% whilst the Spanish 10Y yields trade 60bps lower 
having started the year at 1.30% and currently trading at 1.65%.  
 

 “The Trump Rally” which begun in November and fuelled with Fed hawkishness on interest rates for 
2017, pushed all risk assets up during the end of last year. Since 1st of January all markets are up 
globally with the emerging markets of Brazil and China in the spotlight respectively up 7.87% 
(BOVESPA) and 7.16% (Hang Seng).  
In the USA, all the major indices were up with NASDAQ reaching new all-time highs to show 6.17% 
for the year and the DJIA trading above 20’170. The NASDAQ gained for the week +1.40% and the 
DJIA rose by +1.45% as we write. The SP500 also was up for the week showing +1.18% and +3.08% 
for the year.  
In Europe, stocks are up for the week with the exception of Peripheral Europe which is down with 
Italian MIB down 1.28% and Spanish IBEX down 0.17%. The rest of the markets are up, with UK 
FTSE up 0.96%, Eurostoxx50 +0.28%, the CAC40 at + 0.24%, DAX up 0.34% and the Swiss SMI 
up 0.87%.   
In LATAM and ASIA, markets were up for the week with Nikkei up 2.44%, the BOVESPA at +0.60%, 
Hang Seng up 1.93% Shanghai Composite up 1.80% and Indian Nifty 50 up 0.60%. 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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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