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Market Update

The third quarter of 2021 marked the return of volatility as the market witnessed intra-
quarter swings across most asset classes. Equity markets continued their bull-run
through the end of August with S&P 500 generating 5.5% return driven by continued
accommodative stance from central banks, strong Q2 earnings and relaxation of Covid
related restrictions in various countries. However, we witnessed a market sell off in
September which ended the quarter almost flat on US equities and down ~1.3% on
global equities. This correction was on account of rising credit concerns around the
Chinese property sector, a hawkish tilt from the Fed in the September FOMC meeting, a
spike in oil and natural gas prices owing to supply shortages and regulatory crackdown
in Chinese markets (particularly in the tech sector). US 10Y yields rose almost 25 bps in
a span of a week and broader commodities rallied strongly to end the quarter up 4.8%.
We also saw rapid sector rotations with tech and growth sectors underperform the
value-oriented deep cyclical sectors during the period, given the rise in yields and
commodity prices.

The global growth has started to slow down given fading base effects and a reversion
towards trend levels of growth. As such, we continue to expect risk assets to generate
positive returns over the next few months. However, we think returns will likely be
lower and interspersed with bouts of volatility given the multitude of events planned
over the quarter – debt ceiling debate in the US, oil and gas prices over the winter, Q3
earnings, jobs and inflation data and the impending start of the Fed tapering.

We believe that the market is gradually adjusting to a new environment where growth
will be slightly lower and inflation slightly higher and more persistent than in previous
cycles. However, a full-fledged stagflationary environment is not our base case as we
believe that growth will still remain above-trend from reopening and pent-up demand,
and the recent correction in valuations provides a bit more legroom. As such, we
continue to favour a “buy the dip” approach with a barbell sector strategy of owning the
high quality tech or growth companies along with deep value cyclical sectors like
financials and energy. From a regional perspective, we like the US and developed world
but are cautious on China given the on-going growth slowdown, regulatory oversight
and problems in the property market.

On commodities, we remain structurally bullish on oil and base metals, especially
copper, lithium etc. that benefit from the on-going shift towards digitization and EVs.
Additionally, near-term supply shortages across the UK, Europe and Asia coupled with
a harsh winter, could lead to a spike in oil and natural gas prices. As such, we are bullish
on commodities both in the short and long term. We are a bit cautious on precious
metals given the recent rise in 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 like gold
and silver.
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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.


