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As the Brexit noise is abating in the markets, we take a hard look at the world we are now left with. Last 
week we chose to dwell on that which is better than ever, even if little is really good. As we are slipping 
into the low-liquidity world of summer holidays, we take a hard look at the realities of the markets; “If 
you align expectations with reality, you will never be disappointed”. Terrell Owens.  
Well the key reality if we can name it so, is the fact that the reference rate of return on money is now 
below 1.40% (yield on the ten year US Treasury note). Do bear this figure in mind when building your 
expectations for future returns on anything and everything! U.S. sovereign bond prices were higher 
Tuesday, after being closed Monday for the July 4 holiday, resuming a strong "safe-haven" bid as global 
equities fell lower. The yield on the benchmark 10-year Treasury note, which moves inversely to its 
price, closed at a record low of 1.3759 percent, while the yield on the 30-year Treasury bond was down 
at 2.1552%, also close to a record low. Markets are settling uncomfortably into a post-Brexit dystopia. 
Rumours abound in London of crashing business expectations and culls of bankers. But, unlike the 
continuing hurly-burly of the political world, on the trading floors have pretty much gone through all the 
8 stages of Brexit: Shock, denial, anger, bargaining, depression, applying for an Irish passport, 
acceptance... and finally hope that it might not matter anyway… 
 
With yields of many of the bonds at zero or below, "We're in an epic bubble of colossal proportions," 
says Peter Boockvar, managing director and chief market analyst at The Lindsey Group. He believes 
that this activity is a ticking time bomb for the global economy, and is sceptical as to how much longer 
the rally can continue and asks "Maybe Italian banks are telling us that central bankers and their negative 
interest rate policies are actually destroying the Japanese and European banking system?" and for a 
portfolio, a ten year bond bought to yield say negative 20Bp which moves to a more ‘normal’ 1.50% 
yield, namely a 170Bp move in yield will suffer about a 17% loss of value… and there are trillions worth 
of bonds out there yielding below zero today… Talk of risk for disruption and ask yourself if it is 
reasonable to own such bonds? 
 
Well-known Wharton professor of finance Jeremy Siegel says that a rebound in earnings amid low 
interest rates could add up to a huge rally for the stock market. "If we get a good second half of the year 
earnings-wise, then I think the market could be up 10 to 15%" Siegel predicted in a Friday interview on 
CNBC's "Trading Nation." With energy earnings set to rise nicely and the global macroeconomic 
environment stabilizing, he says earnings may be ready to rise by 10 to 12%. 
The first hints as to whether that will materialize come in a few weeks, when companies will begin to 
release their second-quarter earnings. 
One of Wall Street's biggest bulls says stocks could skyrocket as much as 20% over the coming months 
due to an unusual event, one that has only been seen twice in the last 65 years until now. Here's what 
happened: On June 28 and June 29, 90% of the New York Stock Exchange (NYSE) volume was 
positive. Canaccord Genuity chief investment strategist Tony Dwyer said the combination of historical 
precedent and fundamental backdrop suggests a 15 to 20% upside over the next 6-12 months. It may 
sound technical, but according to Dwyer, the conviction on the part of market participants can often 
indicate future rallies. Certainly, the market appears headed in that direction already: Over the last week, 
stocks all but fully recovered from their Brexit knee-jerk selling, with the broad S&P 500 Index logging 
its biggest weekly gain since October 2014. For his part, Canaccord's Dwyer, who has a 2,175 year-end 
price target on the S&P and sees even bigger gains next year. His 2017 price target on the index is 
2,340, a prediction which he calls conservative. 
Further support for this bullishness can be sourced with the CBOE Volatility index which plunged 42% 
in the prior trading week, in the biggest one-week drop in the history of the index going back to 1990. 
Helping the VIX to fall has been the substantial 3.2% gain for the S&P 500 over the week. Since the VIX 
tracks market fear, it tends to move inversely to the S&P. 
Another big change to global balance of economic power can be found in the data showing that the US 
holds more oil reserves than Saudi Arabia and Russia according to a new study. Rystad Energy 
estimates recoverable oil in the US from existing fields, discoveries and yet undiscovered areas amounts 
to 264bn barrels. The figure surpasses Saudi Arabia's 212bn and Russia's 256bn in reserves. But this 
data must be viewed with a grain of salt- the rise in prominence of the US doesn't diminish the role of 
Saudi Arabia or Russia, which have some of the cheapest to produce oil in the world. With costs now 
below $40 a barrel in some instances — Saudi Arabia still pumps for less than $10 a barrel. 
 
Knowledge is knowing that a Tomato is a fruit. Wisdom is not putting it in a fruit salad and Philosophy is 
wondering if that means Ketchup is a smoothie… 

Market Weekly Highlights: 
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 Thanks to Brexit results the Dollar is up for the week; with the USD Index (DXY) trading at 96.09 

down 2.56% YTD. The US$ is now trading at about $1.1078 against the EUR and at 0.9779 against 
the Swiss Franc. The Pound has slipped further as Brexit is a realty now and it trades at 1.2943 but 
having dropped 1.2798 earlier this week. We expect the GBP to be very volatile these days until the 
market digests the news.   
With the Brexit vote the European stability is at risk which comforts us even more in our belief in the 
fundamental relative strength of the US$ - this view is driven mainly by the outlook for short-dated 
interest rates to hold or rise further in the US and hold or decline elsewhere. The Japanese Yen is 
stronger at 100.49 having touched 99.02 during the today’s trading hours as the first opened market 
to react to the Brexit results. Gold is up some $36 for the month as we write and $100 up since June 
23rd closure, now trading at $1’357.07 on the back of Brexit. We note that WTI Oil is trading 
significantly lower, losing more than 7% this week on US inventories numbers and is now trading at 
$45.41/Bbl of WTI whilst Brent is trading at about $46.72/Bbl. The Russian Ruble is basically flat at 
64.61 per USD. The Brazilian Real weakened this week against the USD and is trading at or around 
3.36. 

 

 Big swings in the Bond market as well- We note that the yield on the benchmark US 10 year 
note is at 1.37% (down from 1.47at the beginning of the week), with the Japanese 10 year JGB 
at NEGATIVE 28Bps, the German Bund at NEGATIVE 0.17% and the Swiss at NEGATIVE 
0.60%. The Italian 10Yr is almost flat for the week and is trading at 1.24%. The Spanish 10Yr 
yield has been mostly trading in the 1.13%-1.21% range over the week and trades at around 
1.17% as we write. In the UK, the Gilts’ yields moved lower during the week from 0.90% to 
0.72% to finally stabilize today at 0.77% as we write.  Clearly, a global flight to security! 
 

 The economic and financial consequences of Brexit are becoming clearer now in the UK, 
stressing the local consumer, financial and real estate sectors. However global uncertainty 
remains, in particular political risk across Europe. The DAX is trading -3.66% for the week, the 
CAC40 is now at 3.58% for the week, with the SMI at -1.50% for the week, the UK FTSE trading 
at –0.67% for the week and EuroStoxx50 at -3.52% for the week as we write.  In Asia, the Nikkei 
has closed the week at -3.69%, whilst the Shanghai Composite UP +1.92% and the Hang Seng 
Index closed down -1.33%. The futures are all pointing north in US equity markets showing 
around +15bps but remains negative -0.24% for the week.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Highlighted items are interesting data points for the week   
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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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