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The Past year has been a remarkable year as Covid-19 impacted the lives of 7 Billion
people and economies worldwide. A global crisis of this nature also led to a very
remarkable collective response. While, there were failures in healthcare systems
worldwide , they were also able to adapt relatively fast with the availability of new
treatments and vaccines in record time. Society also adapted with the rise in Work from
home and change in consumer habits which led to increase in digitization of the economy
which would have taken years if not decades.

As the pandemic unfolded, markets suffered a crash Feb 21 onwards where S&P was
down 33% by March 23. This swung central banks into action and has now to led a 9
Month Liquidity induced rally. This year has been characterized by unprecedented
volatility , stimulus measures , higher market valuations and other such metrics.

Central banks resumption of QE programs and promise to keep rates lower for longer has
led to staving off of an immediate crisis , but leads to build-up of longer term risks. This
tendency of throwing as much money as possible on any problem in the economy has
been going on for at least 15 years. This pattern is the reason our outlook for 2021 is
slightly different as compared to the late 2020 reflationary outlook.

While, vaccine roll out is underway , the rise of new mutations in the virus and high
infection rates is affecting the economy and putting high stress on the healthcare
infrastructure of countries. So while central banks may enact higher amounts of QE,
liquidity transmission to the real economy is not happening. For example, the ECB
injected record amounts of liquidity into the financial system, however this liquidity is
sitting on the balance sheet of the banks and not making it into the real economy.

With unprecedented stimulus
measures already implemented, there
is talks of another $2000 relief check.
A lot of this money is making it into
stocks where retail investors are
bidding up prices of stocks like Tesla
and even companies like Nikola
through robin hood app among many
other such apps . The FAANG rally is
leading to really high valuations,
which does bear similarities with the
Dot com bubble era. Whether, this
time is different or not , only time can
tell. The year ahead may also test the
power of central bankers to maintain
calm in the markets.
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The global economic recovery is still weak and highly uneven. Compared to the
developed world, the Covid-19 situation in emerging markets is relatively stable. This
has allowed their economies to recover faster than developed economies for now. China
is becoming an important allocation within any portfolio , especially after signing of the
RCEP trade deal which means that borders may open and trade may resume with its
Asian partners.

The post pandemic economy will be shaped by 4D’s, namely- Divergence, Digitization,
Demographics and Debt. Inequality in developed and emerging markets was high even
before the pandemic and has increased further during the Covid-19 crisis. This
pandemic has pulled forward the digitization of our economy by a few years at the
minimum, propelled by the work from home trend. Aging of the population in developed
countries is becoming a major issue as boomers retiring require more and more services
from the State which is increasing the unfunded liabilities of these countries, meanwhile
millennials do not have a significant amount of assets and are saddled with student
debt. Debt levels of governments worldwide have gone up from a pre-existing high level
before the pandemic and now stands at $277 trillion, up $20 trillion since the pandemic
began.

These forces are going to accelerate several themes linked to technology, demographics
and sustainability. But most importantly, fiscal and monetary polices will drive
investment outcomes as the economy recovers from the pandemic. Overall, the ability to
control infection rates, policy coordination, inflationary expectations, support levels
provided to equites and the strength of the dollar are going to be the major factors
affecting one’s returns.

In the equity market, currently valuations may appear high but overall are expected to
outperform fixed income instruments and may reach new highs as central bank liquidity
ensues. Information Technology, Digital Healthcare and Life Sciences, Cyclicals and
Global Small Caps are expected to outperform. Several themes such as ESG will
accelerate on the back of government support. Asian markets are set to outperform
developed markets and specific sectors such as ecommerce in emerging markets hold
great potential.

In the debt market, we see a greater role of the State with money supply being at
historic highs, thereby inflation and a rise in rates pose risks. Interest rates may rise
modestly but is still expected to be at historically low levels, with inflation expected to be
below 2% over the next 12 to 18 months. This should make core fixed income a good
protection against volatility in the equity market. In the commodities market, gold still
provides a good store of value. While the economic recovery may affect gold, a
weakening US dollar and low real rates is supportive for gold prices.
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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.


