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What to do in the current market environment
1. Market sentiment is pessimistic
There are a number of risk appetite indices* in the

mating growth around 2.1% for Q1, driven by strong

market, and they all tell the same story: risk appetite is retail sales, robust employment and rebound in indusweak now.

trial production. While Eurozone and Japan growth are
not as rosy as the US, they are not dire either and are

Chart 1 shows the Credit Suisse Global Risk Appetite.

also underpinned by supportive monetary policy.

We can see that investors are in panic mood, with the
index dipping below ‘panic’ levels. Historically, this

Over in China, I believe that the Chinese government is

would indicate a time to go into risky assets. However, tackling its economic issues cogently and there will
we also note that the index went even lower in 2008

always be some turbulence as China shifts from a man-

and 2011.

ufacturing-based economy to a consumption-based
economy. China’s new securities chief would also be
addressing the country’s financial stability issues. The

strong loans growth in January however, could be a
cause of concern in the long run.
In summary, the panicky sell-off in risk assets do not
seem to reflect the economic fundamentals. The risk is
that when the stock market falls significantly, credit
spreads widen, funding costs for banks and firms increase, hiring is curtailed — all these are negative for
Chart 1: Credit Suisse Global Risk Appetite. Markets are
in ‘panic’ mode.

growth.

The economic picture, however, is not as bad as the
stock markets would suggest. The US economy is in
good shape, with the Atlanta Fed GDPNow model esti-

* Here are some risk appetite indices: JPMorgan Liquidity, Credit, and Volatility Index, the UBS Investor Sentiment Index, the
Merrill Lynch Financial Stress Index, the Credit Suisse Risk Appetite Index and the Westpac Risk Appetite Index.

2. Investor Psychology

Chart 2: This is a great summary of investor psychology. (Image courtesy of OptionAlpha.)

February continued to be a volatile month with many

The mood changes when the stock market peaks and

markets dropping sharply during the Chinese New

then starts to decline. As losses continue for a extend-

Year week where China was on holiday. For a time it

ed period, doubt grows to worry and then fear, which

was very tempting to jettison assets.

interferes with rational investment analysis.

It is thus important to understand how our emotions

If losses continue to grow, fear can become so strong

affect investing, and chart 2 is a good example. Often

that long-term considerations are tossed aside. Psy-

times, psychology can defeat investors. Investors

chologically, the pleasure from finding $50 is a lot less

should understand how closely their emotions track

than the pain caused by losing $50. The panic can lead

the market, and how such emotions often lead them

to capitulation, a state that is characterized by an

to do precisely the wrong thing.

overriding desire to end the pain of market loss. Very
often, the investor sells at, or close to, the market

When the market is going up, investors feel optimistic

bottom, just months before the market starts to re-

and starts to put on more investments. As it continues trace its path upward.
to go up, the investor feels thrilled and would even
lament he is making only 10% while his neighbor is
making 15%. If the market goes up further, he reaches
a point of maximum financial risk when he becomes
reckless and overcommit, perhaps with leverage.
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3. Market outlook
In conclusion, the markets seem to be pricing in a
‘Lehman’ kind of crisis, but I have to admit I just don’t
see that happening and thus this could be a value opportunity. Have we reached capitulation point yet?
While markets are in panic mode, it can still possibly
get worse before it gets better, and I would expect
returns to be tougher in this environment.
Energy shares have been so thoroughly crushed that I
believe there is opportunity there, especially if we see
energy prices stabilizing over the coming months.
Shares in China, HK and Singapore have also been significantly oversold and are below their historical valuation levels.

Overall, in terms of asset allocation, I prefer to stay
neutral global equities and explore alternative investments which have low correlation to equities and
bonds. For example, private equity funds can be a viable alternative where valuations are more stable and
are not dependent on market sentiment (although
valuations can be peakish too as abundant capital
chases returns), while long-short equity funds can take
advantage of the expected market volatility for the
coming year.

Data sources: Bloomberg, BCA Research, Credit Suisse, OptionAlpha
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Disclosures and Disclaimers

We are making this presentation available to you because we believe that you have sufficient knowledge, experience and/or
professional advice to understand and make your own independent evaluation of the risks and rewards of the investments and/or other
matters discussed herein and your own independent decision whether to implement the same. Each of the illustration in this presentation is up to the date indicated therein, unless otherwise specified.
This presentation has been prepared by ATLAS ASSET MANAGEMENT Pte Ltd. and is provided to you for the purpose of personal use and information only and should not be construed as an offer or a solicitation of an offer to purchase, subscribe, sell or redeem any investments. It is further not intended to provide the sole basis for any evaluation of the investments or any other matter
discussed herein. This presentation is not a prospectus as defined in the Securities and Futures Act, Chapter 289 of Singapore (“SFA”).
Accordingly, statutory liability under the SFA in relation to the content of prospectuses would not apply.
The information contained herein is intended for general circulation. It does not take into account the specific investment
objectives, financial situation or particular needs of any particular person. The investments discussed in this presentation may not be
suitable for all investors. Advice should be sought from a financial adviser regarding the suitability of the investment products mentioned herein, taking into account your specific objectives, financial situation and particular needs before you make any commitment to
purchase any such investment products.
ATLAS ASSET MANAGEMENT Pte Ltd. and its affiliates do not provide tax advice and nothing herein should be construed as
such. Accordingly, you should seek advice based on your particular circumstance from an independent tax advisor. Neither ATLAS ASSET
MANAGEMENT Pte Ltd. nor any affiliate, nor any of its respective officers, directors, partners, or employees accept any liability whatsoever for any direct or consequential loss arising from any use of or reliance upon this presentation or its contents, or for any omission.
Past performance does not guarantee or predict future performance. The information herein is not intended to predict actual result,
which may differ substantially from those reflected. None of the information takes into account the impact of taxation. It assumes that
income is re-invested. Investment products may be subject to investment risks, involving, but not limited to, market and currency exchange risks, fluctuations in value and possible loss of principal invested. Unless expressly stated, products are not guaranteed by ATLAS
ASSET MANAGEMENT Pte Ltd. or its affiliates or any government entity. ATLAS ASSET MANAGEMENT Pte Ltd. and its affiliates, their
officers, directors, partners and/or employees may from time to time have an interest in the investment products mentioned herein
and we may hold long or short positions for our own account or those of our clients.
The information contained herein has been obtained from sources that ATLAS ASSET MANAGEMENT Pte Ltd. believes are
reliable but we do not represent or warrant that it is accurate or complete. The views herein are generally those of ATLAS ASSET MANAGEMENT Pte Ltd. and are subject to change without notice, and ATLAS ASSET MANAGEMENT Pte Ltd. has no obligation to update its
views or the information herein. Some or all the security suggestions contained herein do not represent the views of ATLAS ASSET
MANAGEMENT Pte Ltd. as they are not covered by a member of the ATLAS ASSET MANAGEMENT Pte Ltd. analyst team. Such recommendations are based on the actual view of one or several major brokerage houses. ATLAS ASSET MANAGEMENT Pte Ltd. or its affiliates
may act upon or use material in this presentation prior to publication.
This presentation is confidential and may not be reproduced or disclosed (in whole or in part) to any other person without our
prior written permission. The manner of distribution of this presentation and the availability of the products and services may be restricted by law or regulation in certain countries and persons who come into possession of this presentation are required to inform
themselves of and observe such restrictions. The contents of this presentation have not been reviewed by any regulatory authority in
Singapore or any other jurisdictions. If you have any doubt about any of the contents of this presentation, you should obtain independent professional advice.
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