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We think that as investors, we should try to look through the Trump-related media frenzy. It may be difficult to do, 
but we will try anyway. We are observing a trend of equity markets melting upwards, as are commodities. At the 
same time bond markets have been drifting downwards in price (and consequently, up in yield). These trends 
have begun before Trump’s election, just accentuated by market expectations for added fiscal stimulus from the 
new administration. We believe that the real driver for all this is anchored in the change in economic 
fundamentals. Economies are at last, moving away from the big recession into a growth phase. The anticipated 
US tax reform and other Trump driven promises for infrastructure investments are just adding fuel to an already 
burning fire. We believe that the trend is set in place by fundamental economic improvement in the USA and even 
in Europe. For the former, this has been ratified by the Federal Reserve hike in rates in December and nailed 
further by their planned further rises this year. Trumps Tweets and other acts have and will cause wiggles in the 
trend-line, but are not the basis for the trend itself.  
Yes, we believe that the world is normalizing, at last. Shaking off the vestiges of the Great Recession, supressing 
the memories of its pains and now looking forward to a sustainable and accelerated recovery. If we needed proof 
that we are returning to “Old Normal”, we saw that Playboy has decided to go back to its ways of old, adorning 
again its pages with images of naked women… We say Amen  
 
If we add our bit of “Old Ways”, we think that it is time to look at markets to predict the future and stop trying to 
predict the future based on news flows: The markets are after all, the most efficient tool available for discounting 
the future. What are they telling us? In short, we see rising prices of equities, and these represent the discounted 
present value of their respective futures. The expected future cash flows brought back to the present at the 
expected applicable interest rates. The ten year Treasury yield is commonly viewed as appropriate. Rising yields 
reduce the present value of any sequence of future cash flows. As we expect the said rates to gradually rise, the 
fact that the equity prices are rising, suggests to us that the expectations for future cash-flows are rising even 
faster. Yes, the economy is mending, and looking rosier through the pages of Playboy too. Yes, equity indices are 
at all-time highs and interest rates are still close to all-time lows. Some investors worry about being at highs, but 
we say that it is not the past that is being discounted, but rather the future. Remember the circus around breaking 
20’000 on the Dow Jones? We struggled with it… then broke it, and lo and behold, we are now at 20’600 and 
some. We would wager that in ten years’ time we are likely to be at 40’000 (the typical 7% compound return on 
ten year intervals for equity indices). The next four years under Trumponomics may well see acceleration in 
growth due to tax reduction, regulation reduction and then, some added capital spending on infrastructure 
projects. This thinking reinforces the risks of inflation seeping back into the system and that may justify Central 
Banks’ thinking that interest rates should indeed be raised.  
Do note that last Monday, for the first time ever, the S&P 500 reached (then crossed) the US$20 Trillion market 
capitalization! But not everything is a rosy as those reinvented Playboy pages…  
 
We believe we will see and suffer from wiggles to the positive outlook from many sources. We recite the 90 year 
old Alan Greenspan (remember him?) who said this week "surprise electoral wind of Donald Trump" in the U.S. 
and the Brexit vote in Britain are the two most glaring examples of a movement that is taking the world by storm. 
Populism is not a structured economic philosophy such as capitalism, socialism or communism," he told an 
audience at the Economic Club of New York. "But it's a cry of pain by the populace for some leaders to arise to 
take charge and lessen their pain." He added "The political system has demonstrated unequivocally in the 
existing structure that (it) is unable to handle this problem". This brings us to look at the reawakened Greek 
Tragedy of Greece, back in the news now. Deja vue, but now with the shift to the right in the European Union (or 
what’s left of it), will the EU be ready and willing to handle this problem? 
Then, what will be the socioeconomic effects from a return of inflation? Global central banks have spent trillions of 
dollars and the years since the financial crisis battling to ward off deflation and with mounting signs that their 
efforts are now paying off. “The annual average CPI is likely to be about 2.0% in 2017 versus 1.3% in 2016," 
notes Omar Sharif, Senior U.S. Economist at SocGen, in recent research. Well, this is Janet’s target…  
If you look at the euro zone landscape overall we are not sure you see quite so many inflationary signs and think 
that puts the ECB in a little bit of a dilemma with push and pull coming from different parts of the union. Despite 
consumer price inflation jumping over expectations to hit 1.8% in January, Draghi recently said the ECB would 
need to see underlying inflation show more of a sustained uptick before tightening policy. Until Tuesday's weaker-
than-expected inflation read of 1.8 percent, the situation in the U.K. pointed towards pricing pressures stemming 
from the beleaguered sterling potentially forcing the Bank of England to reconsider its pledge to "look through" a 
certain amount of inflation in favour of supporting the economy. We still remember the days in which inflation was 
the devil eating away at our capital. Now it is the saviour, invited repeatedly to return by most central bankers 
around the world. So long that this devil comes back in a small size, i.e., size 2% or so, it may indeed be 
beneficial. The fear we should harbour is of it growing to large sizes, pressuring those same bankers to put us on 
a belt-tightening diet of much higher interest rates. After all, we do understand them - they don’t know how to deal 
with disinflation and do have tools for handling inflation… that is their comfort zone, but it might not be ours, as 
citizens and as investors… 
But we remain concerned primarily on the political scene. Europe’s drift to the right and the sequence of important 
elections ahead, could take us to new uncertainties of the Brexit kind. We expect that the Oxford Dictionary will be 
expanded with new words like Brexit, Frexit, Itexit and the like… We also ask ourselves what is the meaning and 
possible impact of the Bundesbank confirming Thursday that it has already moved 583 tons of gold out of New 
York and Paris. We remind them of Mark Twain’s words “Everything has its limit - iron ore cannot be educated 
into gold”. 
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Market Weekly Highlights: 
 
  

 The greenback has marked a pause since last year’s strong rebound against all currencies. The 
DXY reached 103.80 and has lost some ground so far this year to trade now just at about 100. The 
USD is trading around 1.065 against the EUR and about at parity against the CHF. The Pound is 
trading this week at roughly $1.250, a nice 3pts rebound for the year. The Japanese Yen is trading 
a little lower for the week against the USD at 113.12, remaining up strongly vs the Dollar YTD.  
The Russian Rubble is trading up against the USD at 57.75. The Brazilian Real is now trading up 
for the week at 3.08. Gold is now at $1’238, up about $100 since the start of the year. Crude oil 
WTI which had reached $55.24 a barrel on the first day of trading on January 1st, is now trading at 
about $53.35.   

  

 The yield on 10Y U.S. Treasuries is slightly lower than the year-end levels, is holding between 2.40 
to 2.50%, having bounced in a rather tight range around unclear tweets and talk from Trump. The 
Japanese 10 year JGB is up in yield since the end of last year and continues to offer POSITIVE 
returns trading at 0.08%. 
In Europe, over the last month we saw the German Bund trading higher in yield almost every day 
reaching almost 0.50% and now it is trading down, losing almost half of it in a week yielding now 
0.37%  
The Swiss 10 year bond yield is also down to Negative 0.16% after the “rally” since the Trump 
election. In Peripheral Europe Italian 10Y yields crossed the 2.00% level having started the year at 
1.71% and are currently at 2.12% while the Spanish 10Y yields trade 60bps lower having started 
the year at 1.30% and currently trading at 1.58%.  
 

 Since 1st of January all markets are up globally with the FTSE All-World index, which is priced in 
dollars and measures more than 7,000 companies in 47 countries, closed at 293.31 points on 
Wednesday afternoon and pushed even higher as stocks opened on Thursday. Reuters data 
showed this was the first record high reached since the end of May 2015. The benchmark is 
heavily geared towards America with U.S. stocks having just over a 50% weighting. 
In the USA, all the major indices were up with Nasdaq reaching new all-time highs to show 8.10% 
for the year and the DJIA trading comfortably above 20’600. The NASDAQ gained for the week 
+1.1% and the DJIA rose by +1.34%. The SP500 also was up for the week showing +1.21% and 
almost 5% for the year. 
In Europe, stocks have been around flat so far for the week with UK FTSE up fractionally, as was 
the CAC40 and the Swiss SMI. The DAX is up for the week as we write at +0.57%. The Nikkei is 
down about 0.85% for the week. 
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%. 
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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 
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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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