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Market Update                                                                      April to June 2022

▪ Inflationary pressures beset the markets in the second quarter of 2022. The US CPI
increased to 9.1% YoY in June the highest since 1981 with Food and Energy being the
strongest contributor to the increase.

▪ The US Federal Reserve (Fed) pivoted to accelerated tightening measures given the
persistent high inflation. The Fed increased rates by a 50-bps hike in May, followed by a 75-
bps hike in June, the Fed resorted to the most stringent rate hike since 1994, setting up an
expectation of the Fed Funds Rate (currently at 1.75%) to reach 3.75%-4% by the end of
2023. The Fed is expected to raise rates by another 75bps-100bps in July given the latest hot
inflation data.

▪ The accelerated shift in policy tightening measures and withdrawal of pandemic-related
stimulus resulted in heightened volatility in Equity markets. US equities slumped into bear
market territory - the S&P closed with its largest first-half decline since 1970, down 20.1% in
2022 and the NASDAQ declined by 29.4%. Falling valuation multiples post the interest rate
hikes are starting to be followed by earnings compression, resulting in a slump in major
growth stocks and sectors. Declines affected all sectors although consumer staples and
utilities, and commodity based equities, were comparatively resilient. There were dramatic
declines for some stocks, most notably in the technology, media & entertainment, and auto
sectors.

▪ The Ex-US developed market (MSCI International Developed Markets) also witnessed
correction to the tune of ~14% on account of rate hikes by other central banks to control
rising inflation. The drawdown in Emerging Markets were relatively less on account of
slower tightening measures compared to developed economies and dovish stance adopted
by the China central bank.

▪ In the Debt market, the rising interest rates resulted in decline in bond prices (mark to
market losses) and pushed the global bond market (Vanguard Total Bond Market Index) to
report a ~4.71% decline. This was the fourth consecutive quarter fall in the debt market
since July 2021. It was a volatile ride for the 10-year US Treasury: starting the year at a yield
of 1.51% and increasing rapidly to end the first quarter at 2.33% and it further increased to
3.01% by the end of second quarter.

▪ Commodities have reported impressive gains year-to-date, and are particularly driven by
soaring energy and agriculture prices. There has been a pull-back at the end of the quarter
where commodities reported a decline of ~13% (Bloomberg Commodities Index) in June.
Commodities have undergone some correction amid rising economic slow-down fears as
Fed continues to be on a path to hike rates which might impact commodities demand.
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▪ While the Fed aims to achieve a soft-landing at the end of its tightening course, in the shorter
term, this can be accompanied by a mild technical recession (2 quarters of negative GDP
growth), particularly as monetary policy acts unevenly, and with a lag.

▪ The decline in U.S. fiscal deficit signals an end to the 2-year COVID stimulus with
unemployment benefits, stimulus checks, and other programs which were pandemic era
supports. This would also have a significant impact on reining in inflation.

▪ Overall, after what looks like a stormy first half for the markets with elevated volatility, the
highest employment and highest job vacancy in the past 40 years combined with the Fed’s
determination of lower durable inflation, will allow the markets some cushion to weather rate
hikes and maintain consumption to power economic growth despite rate hikes and
quantitative tightening.

▪ The Equity Market is expected to witness a volatile ride in the second half of the year on
account of the ongoing tightening measures and the expected slowdown in the economic
growth. However, the recent correction have resulted in considerable decline in valuations and
there are fundamentally good stocks/themes available at reasonable valuations wherein
positions can be built in a staggered manner for long term growth.

▪ One of the major economic pillars – China which was in a slowdown in the past couple of years
is starting to reverse its trend and again start the growth momentum. China has started to
lower interest rates and is rolling out a stimulus package with an estimated amount of $200BN
to support the economy. This has started to attract some developed world investment
allocations.

▪ In the Debt Market, high-grade credit (AAA and AA rated) of lower duration, are discounting
the initial rate rises, and an early rotation is starting into them and the credit spreads (yield
differential between government securities and corporate bonds) are widening. As rate hikes
wind their way through the economy, it will be ideal to start investments with high-grade, low-
duration credit.

▪ In Commodities, despite the recent pull back, we believe that they will continue to perform till
inflation is fully reined in the economy. We are currently in the commodities super cycle phase
and the cycle typically stretches from 5–20 years which makes a case for meaningful
commodities allocation in the portfolio.

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.


