
 Friday 30 June 2017 Newsletter 

 

       

 

GROUP 

THE BEDROCK 

GROUP www.bedrockgroup.com  

We feel like a James Bond martini- Shaken, not stirred… It has been a week of stirring, whirling information 
and markets have been rattled, shaking investor understanding and convictions. For those amongst us who 
still doubted that the central banks of the world are the real driver of markets, well, this week’s events should 
put this doubt to rest; 
The ECB Chairman, Mario Draghi, gave a speech on Tuesday. He didn’t really say anything extraordinary 
but the markets heard something in his tone of voice, his body language or his smile- The street “heard” or 
“saw” or “felt” that Mighty Mario is poised to tighten !?!. Mario Draghi just got evidence that his call for 
“prudence” in withdrawing European Central Bank stimulus applies to his words too. The euro and bond yields 
surged on Tuesday after the ECB president said the reflation of the euro-area economy creates room to pull 
back unconventional measures without tightening the stance. Policy makers noted the jolt that showed how 
hypersensitive investors are to statements that can be read as even mildly hawkish, according to three 
Eurosystem officials familiar with their thinking. Draghi’s speech at the ECB Forum in Sintra, Portugal, was 
intended to strike a balance between recognizing the currency bloc’s economic strength and warning that monetary 
support is still needed, said the officials, who spoke separately and who asked not to be named as internal 
discussions are confidential. An ECB spokesman declined to comment. 
We do note that within the Chairman’s speech he did say that there is a “strengthening and broadening recovery in 
euro zone…” It didn’t help when the markets recalled that Rabobank’s chairman said on Monday that “the ECB 
should have already started raising interest rates”. And actually already on Sunday, the BIS, an organization 
commonly known as the central bank of central banks, said it recognized some turbulence in financial markets 
would need to be managed but urged policymakers to take advantage of an improving global economic outlook. 
 
The markets suddenly “thought” that there is a concerted monetary tightening in the wings- The Fed raised rates 
and warned of more to come, now the ECB talking hawkish and then the Bank of England [BOE] whispering its own 
thoughts of raising Sterling rates (GBP bounced up). Well, the US Dollar fell this week and strangely, so did Gold. 
Not reasonable as gold is valued in Dollars and normally (and reasonably) rises as the Dollar falls…  
But this reasoning also applies to Oil, another commodity priced in US$, and yet, unlike gold, oil ‘behaved’ 
reasonably, rising in-line with the Dollar declines. Hmmmm… We did note that the oil glut is declining…  
Dare we think that anything or anyone other than central banks are controlling the markets?  
 
Add into the cauldron of interpretations some hard facts of this week- Oil seems to have found a footing and is rising 
nicely, dragging-up energy stocks against a receding tide. Interestingly this reversal of trend in oil prices now that 
bullish hedge funds have thrown in the towel- Speculative bets that U.S. crude prices will rise surged earlier this 
year, creating a crowded trade that was eventually undercut by higher-than-expected output growth from U.S. oil 
fields and a slower-than-anticipated drop in global stockpiles. Oil bears then pounced, but will now have a tougher 
time driving down prices because bullish bets have already tumbled from record highs. The ratio of long-to-short 
positions now stands at roughly 2-to-1, down from a recent high of about 12-to-1 in February. We may indeed have 
found a bottom, for now at least… 
A few more interesting spices into our markets’ soup- Q1 American GDP grew by  1.4% a little better than expected. 
Some analysts expect Q2 (which ends today!) to show some 3% growth. The Euro-area economic confidence 
jumped to the highest level in a decade reaching 111.1 in June from 109.2 in May, the European Commission in 
Brussels said Thursday, well above expectations.  Then, as if our soup needed some chili peppers, For first time 
since financial crisis, Fed clears all big banks' capital return plans, after the annual Dodd-Frank Stress Test they 
conducted showed they all passed it… Immediately JP Morgan announced its biggest ever share repurchase, as 
did Citigroup. Bank of America raised its dividend as did many many others. Just like the enrgy sector, the financials 
popped up into the general selloff in the markets.  
Then we saw a huge hacking across Europe, sparking widespread disruption demanding ransome. Nasty… but we 
saw reports saying that the “take” by these hackers was about 3 Bitcoins, or less than $10K… makes one wonder… 
Then Google was fined a record $2.7 billion by the Europeans for skewing searchs. This didn’t help the market’s 
feelings on the big tech companies which were all whacked and slapped quite severely this week. Are they reaching 
the “too big for they own good” size? Confusing…  
And the US Senate decided to postpone its voting on the “Amazing, wonderful and etc., Health care bill”…  
And the Greek benchmark 10-year yield fell 8 basis points to 5.42 %, its lowest since December 2009, a few months 
before Athens received its first bailout program. On Friday, the credit rating agency Moody's raised Greece's outlook 
from stable to positive and upgraded Greece's long-term issuer and senior unsecured bond and program rating to 
Caa2 and (P)Caa2.  
Separately, there was much disruption in the cyber-currencies’ world- A week ago Wednesday, Ethereum briefly 
plunged in a flash crash from above $300 to 10 cents on Coinbase's GDAX exchange. Bitcoin traded down 5% 
Monday as Ethereum, plunged 21%. These “currencies” are too clever for us to understand. We only know for sure 
that these monies, if they truly are such, are way too volatile for our intestines and our portfolios. We learned way 
back when that the best hedge is understanding your risk. Here we clearly don’t… 
Do you want to add some confusion powder- James Bullard, president of the St. Louis Federal Reserve, told CNBC 
Friday that weak data has undermined the Fed's hawkish stance and the central bank should take a more 
reactionary approach if and when it sees solid signs of growth. Didn’t help the Dollar find a footing today… 
What can we say that we haven’t said before- Equities fell and if we liked them a week ago, we should like them 
more when cheaper… Bonds are expensive, i.e., no returns. We don’t dare to do Greece… even at 5.42% 
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Market Weekly Highlights: 
  
 
 

• The greenback has marked a pause since last year’s strong rebound against all currencies. The 
DXY had reached 103.80 and then has lost ground to trade down at 95.77. 
The USD is trading around 1.14 against the EUR and at 0.9590 vs. the CHF after this week’s Draghi 
speech. The Pound is trading firmly at $1.2983 and the Japanese Yen is weakening against the USD 
at almost 112. 
The Russian Rouble is following the oil-price pattern, moving lower this week against the USD at 
59.35 on the back of the potential sanctions from US. The Brazilian Real is now trading at 
3.30. 
Crude oil WTI is oscilating and reached $55.24 a barrel on the first day of trading on January 1st and 
dropped to $44 in the first trading days of May, only to trade back up at $52 and down again at almost 
$42.00; now is trading again at 45.25 while Brent is trading at $47.65 as we write. 

 

• The yield on 10Y U.S. Treasuries is trading at 2.2665% as we write. The Japanese 10 year JGB is 
trading higher for the week and continues to offer POSITIVE returns trading at 0.086%. 
In Europe, German Bund is trading now at almost 0.45%. The French 10Y Yield hit 1.10% before the 
elections went down as low as 0.56% early this week to trade back up at 0.78% as we write. The 
Swiss 10 year bond yield traded this month at around -0.019%, having bounced from -0.20% 
lows of last month and now is trading back at -0.047% as we write. 
In Peripheral Europe Italian 10Y yields crossed the 2% level having started the year at 1.71% and 
are currently higher at 2.13% while the Spanish 10Y yields trade 60bps lower having started the 
year at 1.30% and currently trading at 1.53%. 

 

• Markets are down this week in the USA, DJIA is trading at about 21’280, SP500 at just below 2’420 
and Nasdaq at almost 6’145 after the renewed “correction” of this week.  In reality, we are basically 
at the all time highs, or within a couple of percentage points thereof, however DJIA is down for the 
week at 0.52%, Nasdaq at -1.48% and SP500 down 0.61%. 
In Europe Eurostoxx50 remains down for the month (-1.92%) as it is for the week at -1.60%. The 
DAX remains up above 8.20% for the year but down a strong 2.40% for the week, the  CAC40 has 
lost 1.50% this week as did other European indices this week. Nikkei is also lost -0.49% for the week 
and for the year at almost 4.80%. In Latam the Bovespa is showing a negative 0.75% for the month 
but a positive +1.58% for the week brining the yearly performance at 3.34%. While in Asia the Hang 
Seng is up above 17.00% for the year and Shanghai Composite at a mere +2.86%. 
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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 

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. 

 

http://www.bedrockgroup.com/
http://www.bedrockgroup.ch/

