Bedrock Friday June 24™ Newsletter
e R

It is Friday again. But this one is different, as much of the next ones are now likely to be- BREXIT
happened! The UK voted to leave the EU!!! At midnight Thursday the pound Sterling was rallying
through $1.50 as polls were showing the “stay” to be leading... We woke up to find that the skies have
fallen, the seas dried-up and the polls to have been wrong. The UK is out ®

Oscar Wilde had once quipped “To expect the unexpected shows a thoroughly modern intellect.” We
did have the “Big Bang” under Margaret Thatcher in October 1986 which was the deregulation of the
financial sector in London. Now, under Cameron, it is the “Huge Bang”...

The said Thatcher Big Bang may well have been trumped by the Cameron one... The financial
markets globally are in disarray. Currencies are trading in huge swings, equity markets are taking a
beating and even seemingly unrelated parts of the system are rattled. The US 10 year Treasury has
rallied in price dropping in yield to 1.53% from 1.75% last night. The Japanese yen rallied to 99.02 vs.
the USD from 107 and now seems to have settled at about 102.

Last week we chided Goldman Sachs for their prediction of an 11% drop in the GBP in the event of
BREXIT passing. We questioned the precision of 11% vs. saying about 10%. They were both right and
wrong- The drop from the close last night to the low this morning was indeed 11.89%... now back up to
be “only” down 7.80% In the same interval, the GBP/Euro has traded from a fall of 8.60% to bounce
back to 5.90% as we write. The Euro is clearly less affected with the European currency down just 2%
against the US$. Gold has regained $50/0z which it had lost during the week. All European equities
are down, from a lot to more- Eurostoxx is off 8% from its close Thursday, more than the FTSE at
“only” 4% down. US Stock futures are trading down 2.5% or so. Clearly, a big-shake...

“If history repeats itself, and the unexpected always happens, how incapable must Man be of learning
from experience?” George Bernard Shaw.

What next is the big question! Global markets are moving wildly, and currencies are making big
moves, but the actual political process will be much, much slower.

First — technically speaking — the referendum is not legally binding. In theory, British Prime Minister
David Cameron could ignore the will of a slight majority of voters, and not make any moves to exit the
political and economic bloc. But Cameron has resigned just now, so it won’t be his call to defy the
people...Or the UK powers to be will invoke Article 50 of the Lisbon Treaty, which begins the formal,
legal process for leaving the EU... That would then begin a series of negotiations for how to
disentangle the U.K. from the many EU structures to which it is a party, and could take up to 2 years
(or more if both the U.K. and the European Council agree to extend the discussion period).

In the more immediate term, markets are going to react in a big way. The Brexit has no historic
precedent. No precedent means volatility in markets, probably on a global scale. Well, the VIX, the
volatility measure based on the S&P500 has shot up above 24 (from 17.25 at Thursday’s close). If
there's one near-definite result that experts can safely predict around a Brexit, it's that it increases the
amount of uncertainty in markets. Market-watchers have predicted a global flight to safer assets. The
greatest effect from the leave victory was felt in British pound sterling, which plummeted to a 1985 low
against the dollar.

The big uncertainty of this vote is now out of the way but brings upon us some new risks of a similar
nature- Will the remaining countries of the EU hold together, or will Marine Le Pen stir the French to
part ways? The right in Holland is also making similar noises. Or might it be Germany which will
choose to “go it alone”? We would remind them all that the purpose of the EU at its creation was to
prevent wars in Europe, the economic and political union being just the tools for tying the countries
together. This original target was attained, as there have been no wars within Europe (extra-union one
in the Balkan excluded). A break-up of the Union does not necessarily make for wars, but does
increase the risk of return to older times of conflicts.

There will clearly be a rebalancing of relative economic relationships. We note that the Chinese Yuan
has remained basically unchanged vs. the US$ and now showing basically flat result year to date. The
Shanghai stock exchange traded down 1.30% for the night, making it a safe-haven by default.

Indeed, this event will call for a re-think of the state-of-the-world. The US has been relatively
strengthened as the European economic “size” has been amputated. The Far East also and perhaps
the relatively muted repricing in these environments will attract capital flows out of the volatile
Europe/UK? We would not be surprized to see new pressures WITHIN the UK for further breakup,
maybe a referendum in Northern Ireland to re-join the South and back into Europe through that door?
Will the Scots re-test their choice to stay members of the Kingdom?

Interesting times ahead, for sure! And to close on the topic of risk, we remind you that “Old age is the
most unexpected of all things that happen to a man.” Leon Trotsky.
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Market Weekly Highlights:

e Thanks to Brexit results the Dollar is up for the week; with the USD Index (DXY) trading at 95.36

down 3.30% YTD. The US$ is now trading at about $1.1060 against the EUR and at 0.9765
against the Swiss Franc. The Pound has slipped further as Brexit is a reality now and it trades at
1.3670 but having dropped from 1.50 to 1.32 since the opening today. We expect the GBP to be
very volatile these days until the market digests the news.
With the Brexit vote the European stability is at risk which comforts us even more in our belief in
the fundamental relative strength of the US$ - 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 102.42 having touched 0.99 during the today’s trading hours as the first opened
market to react to the Brexit results. Gold is up some $56 for the day as we write and $30 up for the
week, now trading at $1'322.80 on the back of Brexit. We note that WTI Qil is almost unchanged
for the week to trade now at $47.85/Bbl of WTI whilst Brent is trading at about $48.42/Bbl. The
Russian Ruble is basically flat at 65.55 per USD following the oil prices pattern. The Brazilian Real
rose this week against the USD and is trading at or around 3.43.

e Big swings in the Bond market as well- We note that the yield on the benchmark US 10 year
note is at 1.51% (down from 1.75 yesterday’s closing), with the Japanese 10 year JGB at
NEGATIVE 15Bps, the German Bund at NEGATIVE 0.08% and the Swiss at NEGATIVE
0.51%. The ltalian 10Yr yield has started the week at 1.47% to reach 1.81% this morning and
is now trading back down at around 1.50%. The Spanish 10Yr yield moved on a similar path
trading from 1.50% to 1.83% to only trade at around 1.57% as we write. In the UK, the Gilts’
yields moved higher during the week from 1.15% to almost 1.40% as the Brexit vote was not
known yet, to finally drop lower today at 1.07% as we write. Clearly, a global flight to security!

e Since this morning we know for a fact that UK will leave the EU and on that information Asian
and European equity markets have reversed their trend of the week trading massively down at
the opening and bouncing somewhat back. The DAX is trading -7.00% for the day and now at
-0.60% for the week, the CAC40 is now at -8.60% for the day and -2.70% for the week, with
the SMI at -3.60% for the day and +0.20% for the week, the UK FTSE trading at -4.45% for
the day and +0.69% for the week and EuroStoxx50 at -9.16% for the day and -3.16% for the
week as we write. In Asia, the Nikkei has closed the week at -4.15%, whilst the Shanghai
Composite and the Hang Seng Index closed down 1.30% and down 2.92% respectively. The
futures are all pointing south in US equity markets showing around -3.50% but based on
Thursday’s closing the S&P500 is up 1.70% for the week so far before today’s expected
carnage.

e - Bedrock

www.bedrockgroup.com



http://www.bedrockgroup.com/

Bedrock Friday June 24™ Newsletter
R b

PRE- BREXIT Data points: Highlighted items are interesting data points for the week

MARKET INDICES PERFORMANCE 23062016
| _ PRICE CHANGE IN % (unless indicated) _ |

INDEX NAME CCY  Last Price D ) MTD [ m Y10 v £

EQUITY MARKET INDICES - BY REGION PIE

S&P 500 INDEX usD 211332 134 1.70 078 179 280 254 239 022 2424 17.20

DOW JONES INDUS. AVG uso 18011.07 129 157 128 172 28 281 338 025 2288 1875

NASDAQ GOMPOSITE INDEX  USD 4910.041 1.59 134 77 101 288 274 184 415 4788 1254

RUSSELL 2000 INDEX usD 1172222 203 200 151 328 a5 151 320 270 2328 12.00

EURO STOXX 50 EUR 303788 200 182 841 &79 508 1457 1413 230 1170 1202

EURO STOXX 600 EuR 8.3 148 042 863 573 18 1143 ‘132 1835 17.68 14.90

CAC 40 INDEX EUR 44850 196 .31 214 £80 440 1124 1074 -17.98 1811 12.86

DAX INDEX EUR 10257.03 1.85 0.28 580 o8 .87 0.8 1011 -15.82 2554 1217

FTSE 100 INDEX cee 63381 127 065 274 258 078 A 282 -11.48 051 1644

SWISS MARKET INDEX GHE 8023.05 0.64 130 4a1 ar 058 1018 1131 1388 7.89 1877

NIKKEI 225 JEY 16238.35 107 415 1325 a7 1148 2042 2144 2235 14.48 1488

HANG SENG INDEX HKD 20888, 34 0.7 044 267 218 043 848 758 2807 225 11.08

SHANGHAI SE COMPOSITE CNY 2201.96 038 .07 214 1.18 a8 2080 1935 -20.14 4530 1265

S&P BSE SENSEX INDEX INR 27002.22 0.82 .07 122 410 E 105 0.88 .00 4207 1680

RUSSIAN RTS INDEX $ uso 4111 149 134 089 074 500 14.87 18.62 561 2747 .80

BRAZIL [BOVESPA INDEX BRL 51550.82 2.80 425 a7 448 a8 17.14 18.04 424 1247 1283

MSCI WORLD usD 189178 143 242 1.02 228 420 106 174 528 2078 16.55

MSGI WORLD HEDGED uso 725204 132 223 o 251 320 038 07e 448 3204 -

MSCI WORLD LOCAL - 1270.117 1.30 200 015 120 280 098 05 613 28.15 -

MSCI AC WORLD usD 40788 137 244 127 262 413 135 200 a7 17.78 1802

MSCI EM usD 235.43 0.78 am2 247 602 288 280 5.20 -15.80 542 1251

MSCI AC ASIA x JAPAN usD 502,81 0.25 268 174 550 1.19 024 0.59 -18.51 4.41 1280

MSCI EM LATIN AMERICA usD 21722 27 B a78 675 657 1218 217 -5 2530 1532

MSCI EM Evr, ME & Africa usD 237.47 1.54 614 506 672 5.8 10.26 12.07 -14.87 -16.78 11.30

EQUITY MARKET INDICES - BY SECTOR PIE

MSCI ENERGY usp 205.00 204 430 518 503 1.0 1262 15.50 051 1201 2880

MSCI MATERIALS uso 205.15 184 278 250 4m e o4s 11.00 107 025 1028

MSC1 INDUSTRIALS usp 20273 139 240 160 28 418 530 5.60 115 2383 1878

MSCI CONS DISCRETIONARY  USD 100.25 124 220 023 171 164 100 74 506 2861 15.00

MSCI CONS STAPLES usp 2120 0.82 200 225 272 204 552 812 784 2820 21.61

MSCI HEALTH CARE usp 20362 1.10 278 018 148 557 247 ana 867 20,07 1651

MSCI FINANCIALS usp o201 197 495 -nas 090 4385 403 424 “1a10 a67 1286

MSCI INFO TECH usD 1487 147 250 040 1.40 150 043 0.22 047 4578 1751

MSCI TELECOMS usp 725 139 412 254 400 ame 7.80 8.20 156 2380 1550

MSCI UTILITY usp 122.07 0.62 128 238 280 228 .87 8.a1 &80 1028 1882

MSCI WORLD REAL ESTATE  USD 20182 0.71 228 239 3285 460 581 8.21 42 2122 2206

HEDGE FUND INDICES

HFRX GLOBAL HEDGEFUND  USD 116250 o0 003 004 082 1.00 068 g B85 183

HERX EQUAL WEIGHTED uso 11752 0.04 004 027 0sa 182 051 0.21 B 113

HFRX GLOBAL EUR EUR 1057.00 0.00 0.01 005 070 062 147 160 702 366

MARKET INDICES PERFORMANCE 2310612016
I PRICE CHANGE IN % (unless indicated)

TNDEX NAME T Last Price D ) NTD T E L i) v 3V

FLXED INCOME INDICES - YIELD ON US GOVERNMENT BONDS (Change in bps)

US 3 MONTH usD 02538 1074 000 003 000 003 s 0.09 025 -

US 2 YEAR usD 06014 2278 008 D28 LS 027 040 045 008 -

US 10 YEAR usD 1.5241 022 e 032 034 038 072 078 084 5

FIXED INCOME INDICES - BY TYPE OF ISSUER Yield to Warst

GLOBAL AGG TR HEDGED usp s02.2862 2009 028 064 080 1.80 458 458 617 1560 131

US GOVERNMENT TR usD 217322 o3 -nes 070 0.8 124 158 174 481 051 131

US CORPORATE TR usD 272261 020 a2 0&7 148 308 8.20 8.4 664 16.47 102

USHIGH YIELD TR usD 1805.22 0.26 1.00 130 1.08 628 001 047 132 1483 7.00

EU GOVERNMENT TR EUR 251.8105 009 003 057 088 084 101 175 652 2200 038

EU CORPORATE TR usD 255 5087 0.01 007 088 1.00 188 438 428 547 16.37 nge

EUHIGH YIELD TR EUR 2841255 0.21 2o 039 1.08 278 415 468 242 2118 428

BARCLAYS GLOBAL CONVERT. USD 21380 0.79 128 -n0e 120 250 023 048 83z 1279 -

GLOBAL EM TR (HEDGED) usp 340.8047 0.22 o7 160 102 424 780 7.87 607 2000 450

SEPILSTA US. LEV LOAN usD 01.08457 0.06 0.14 0.1 021 238 440 305 250 851 573

COMMODITY INDICES - BY TYPE OF ISSUER

GSCI INDEX TOTAL RETURN  USD 2427.150 0.98 am 128 258 1282 11.80 11.82 2444 4741

GSCI ENERGY TR usD 424,188 165 7.35 101 a2 10.84 15.02 15.18 2550 5883

GSCI INDUSTRIAL METALS TR USD 1000717 0.88 a7 417 .00 313 573 578 1255 2381

GSCI PRECIOUSMETALS TR USD 1552.763 045 257 423 122 402 18.30 19.63 747 487

GSCI AGRICULTURE TR usD 487 8814 073 am 135 228 734 781 838 025 2083

GENERIC 15T €L’ FUTURE usD 50.11 asa T g 208 12.82 324 564 2435 5528

GOLD SPOT $/0Z usD 1256.84 433 04 780 684 778 21.84 2353 1155 225

CURRENCIES

DOLLAR INDEX SPOT usp 0352001 183 110 -nes 03 094 280 244 o2 1555

Euro Spat EUR 1.1385 2 o8 0.01 o07 037 185 240 o4 514

Japanese Yen Spat Y 106.16 Im 127 768 604 077 17.00 16.80 042 g8

British Pound Spat cee 1.4877 663 a8 “na 510 128 84 574 1156 -10.00

Swizs Franc Spot CHE 0.058 475 185 103 1.88 0.08 128 277 425 420

Brazilian Res Spat BRL 23378 120 288 821 7.04 10.41 12.08 1867 788 anm

China Renminki Spot cY 6.5807 054 045 047 00 -1.54 212 .88 818 713

Singapore Dollar Spot sGD 1.3378 28 041 188 1.08 1.08 as 460 088 588

Norwagian Krone Spot NOK 81482 384 128 100 137 017 270 430 731 2750

VOLATILITY / LIQUIDITY INDICES

CBOE SPX VOLATILITY INDX  USD 17.25 1852 251 6758 8401 8133 51.08 50 70.34 18.25

USDI'SWAP SPREAD SEMI 2YR  USD 1328 - 882 B62 70 2055 10.64 19.95 2505 2587

TED SPREAD E ) - 825 4120 418 7.88 1313 00 2813 5332

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) td 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 i

and the i ion contained herein are ial. Each copy of this ion s 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,
iin 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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