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Market Update – 2021

2021 was an exceptional year for equity market
performance, supported by a rebound in
economic activity driven by the global
vaccination drive and continued policy support
on the fiscal and monetary side. Pricing power
along with productivity improvements helped
corporate margins reach a record high.

Corporate earnings recovered strongly after the
big declines during the pandemic in 2020 and
hit a new all time high in 2021. S&P 500
companies recorded an earnings growth of
~45.1% for CY21 making it the highest earnings
growth rate since 2008.
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2021 Asset Class Returns

Source: Bloomberg, FactSet, FTSE, MSCI, Russell & Standard & 
Poor's

Earnings have been bolstered by increased consumer demand and higher productivity, as
businesses were able to reduce costs in a virtual environment and pass on the increasing input
cost.

The Fed maintained a zero-interest rate environment all through the year, in-line to support
economic growth which led to easy liquidity in the system thus leading to some momentum in
equities and other asset classes.

The US equity markets outperformed all other major indexes with the S&P 500 gaining ~27% for
the year even as the pandemic was a major risk factor all through the year. The largest tech
stocks in the US were the major contributors for the strong performance of US equities. Outside
the U.S., equities in developed markets (ex-U.S.) had a decent year with ~11.8% return. However,
emerging market equities contracted ~2.2%, following a correction in the Chinese stock market in
in the second half of 2021 and continued lockdown measures throughout the region.

US fixed income decreased by ~1.5%, as longer term interest rates ended the year higher at
~1.51% as compared to 0.93% in the beginning of the year, negatively impacting the bond prices.

Commodities performance has been very strong throughout 2021 (led by energy, industrial and
agricultural commodities) amid continued pressure on physical commodity markets, as reopening
demand overwhelmed supply and drove down inventories. A sharp global economic recovery has
created a more supportive environment for broader commodities. However, precious metals
trended lower in 2021 on account of weak investor sentiment and soft physical demand as
investors preferred risk assets.

This accommodative environment also led to a steep rise in costs and U.S. inflation touched a 39-
year high. However, in order to control the rising prices, the Fed started with bond tapering from
November 2021 which is likely to end by March’22. The bond tapering would be followed by rate
hikes with Fed hinting at three rate hikes in 2022.
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Market Update – Q4 2021

Equity markets had a sharp run up in the fourth quarter with the S&P 500 registering a gain of
~9.3%, supported by strong corporate earnings, a year end ‘Santa-Claus’ rally and fading risk
sentiments of debt ceiling and Fed tapering. However, there was also continued regional
dispersion as China, EM equities and Europe struggled to keep pace with the US. The quarter also
witnessed bouts of volatility in late November and December due to the impact of the Omicron
variant globally.

US 10 year yields were almost flat over the quarter and continued to remain range-bound, despite
the Fed embarking on the fastest pace of tapering till date. Furthermore, the yield curve
continued to flatten, a trend that started from the end of Q1, even as the market priced in more
hikes at the front-end.

In commodities, we witnessed significant volatility in oil and gas prices driven by Omicron fears
and the Biden administration’s commitment to contain rising prices to tame inflation. However,
commodities ended the quarter with a gain of ~3.5% as supply chain disruptions and shortages
persist.

As we look ahead to 2022, we expect global expansion to extend further as the constraining
effects of the pandemic over aggregate demand continue to wane despite the on-going
succession of new virus strains. As the economy transitions from an early recovery phase to a
mid-cycle phase, global growth is expected to be slower but above trend in 2022. Inflation may
continue to rise at least in Q1’22 driven by continued supply disruptions from the Omicron wave,
however, we expect inflation to moderate over the remainder of 2022 as supportive base year
effects kick in, coupled with the expected rate hikes and the improving supply side of the global
economy catches up with demand.

The overall outlook for equity remains positive, but as markets begin adjusting to slower growth
and tighter monetary conditions, volatility is likely to increase, and returns will likely moderate.
However, a still strong demand backdrop is expected to continue to support earnings and
generate equity gains. The outlook for continued above trend economic growth coupled with rate
hikes, is expected to favor cyclical and value stocks.

Within fixed income, yields are expected to trend upwards albeit gradually; which should be
supportive of risk assets. Allocation to core bonds (especially investment grade bonds) provides
needed diversification as they typically have a low correlation with equities and can potentially
act as a portfolio stabilizer during times of volatility. We would recommend avoiding high yield
exposures in the US as spreads remain tight and upside seems limited.

On commodities, supply shortages across Europe and Asia coupled with a harsh winter, could
lead to upside in oil and gas prices. As such, we are bullish on commodities which also tends to
provide inflation protection. We are cautious on precious metals given low levels of real yields as
well as the dollar that has broken above its multi-month range. Both of these changes are less
positive for precious metals.

Asset allocation will be key and investors will be well served to have an optimum mix of equity,
debt, commodities and non correlated alternate strategies in their portfolio, to generate
consistent risk adjusted returns over the long term.

Market Outlook
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Disclosure

This presentation relating to Anantam International SPC Fund- Cosmos Global Fund (the Fund) is
being made available on a confidential basis to intended recipients for informational purposes
only. The terms and conditions of an investment in the Fund presented herein are subject to the
more detailed information contained in the Fund’s offering documents. Please refer to the
Fund’s offering documents for a complete description

Neither Anantam International, Arpana Investment Managers nor Cosmos Capital Private
Limited, their owners, investors, nor any of the data or content providers shall be liable for any
errors in the content, or for any actions, losses or damages, monetary or otherwise, taken in
reliance of such information, judgements and opinions thereon. The opinions expressed herein
are based on certain assumptions, hypotheses, estimates, and anticipated outcomes which may
or may not be true. No representation is made, or deemed to be made, as to the accuracy of
any such statements, estimates or projections. Any forward-looking statements reflect views as
of such date with respect to possible future events, actual results could vary significantly,
including as a result of events beyond one’s control. As with any investment strategy, there is
potential for profit as well as the possibility of loss. Past performance does not guarantee or
assure future performance or results. Results will vary with economic and market conditions and
no representation is made that any investor will achieve results comparable to those shown. The
performance reflected herein and the performance for any given investor may differ due to
various factors including, without limitation, the timing of subscriptions and redemptions, as
well as changes in market conditions and interest rates and in response to other financial,
economic or political developments.

Any information presented does not constitute and is not deemed to constitute an offer to sell
any securities or solicitation of an offer to purchase any securities to any person in any
jurisdiction. Prospective purchasers should conduct their own due diligence, and may consult an
authorized financial adviser where required, in their discretion. Prospective investors should
inform themselves and take appropriate advice as to any applicable legal requirements and
other applicable regulations in the countries of their citizenship, residence or domicile, which
might be relevant to the subscription, purchase, holding, redemption or disposal of any
investments.


