WATLAS

ASSET MANAGEMENT PTE. LTD.

January 2017 Investment Newsletter

Market Outlook

Are you a fishing fan? During my break | was hooked
on a newly released video game which had an inter-
esting fishing mini-game embedded into it. In my sim-
ulated fishing experience, | spent 80% of my time lying
in wait for the fish to bite, in anticipation of the short-

er-lived fun of reeling the catch in.

Investing can be like fishing — both activities require
patience and there are long periods of inactivity punc-
tuated by a few moments of frenetic action. For exam-
ple, let’s look at the daily returns of the S&P 500 Index
for 2016:

S&P 500 daily returns for 2016
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Chart 1: The S&P 500 daily returns for 2016. There were long periods of inac-

tivity punctuated by moments of frenetic action.

Just eyeballing the chart would tell us that there were
many days whereby market moves were coma-
inducingly small. In fact, 81% of the time, the S&P 500

Index fluctuated between —1% and +1%.
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While the S&P 500 was up +9.5% last year (and that
excludes dividends), there were 4 days of the year
where the S&P 500 was up more than 2%, and these 4
days totaled up to +9.1%. If we have missed any of

those 4 days there would be a dent to our returns.

The key then is to stay invested... how much to stay
invested is a function of your risk appetite and world
view. Markets do not go up in a straight line, and
gains for the year can be accumulated in just a few
days of a year. If we were trading in and out, we would

likely miss out those 4 days.

Can we avoid the down days? The
problem is that many investors who
avoided the down days also ended up
missing the up days too. Besides, how
many people actually have time to

monitor markets on a minute-by-

minute basis when we have other fish

to fry? Those who try to time the mar-

ket by trading in and out tend to miss
out on the gains, or worse get whip-
sawed. Many people have tried to time
the market, or take quick profits, and
actually ended up with poorer returns. Indeed, War-
ren Buffet has said that the stock market is a device
for transferring money from the impatient to the

patient.
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To complete the loop, | have included the histogram of
the S&P 500 daily returns in 2016. For example, there
were 30 days last year whereby the daily returns were
between 0.5% to 1.%. This is the nature of our fish —
the daily returns look something like a bell curve (but
with fatter tails). Most of the time the movement
barely causes a ripple; but just be sure to be ready

when she makes a big move.

Histogram of S&P 500 daily returns in 2016
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Chart 2: The histogram of S&P 500 daily returns for 2016. 81% of the time the

S&P fluctuates between —1% and +1.%.

Marco conditions still kind to equities

The world is probably going to grow a bit faster this
year than last year. Particularly, things are looking up
in the US, with regulatory reform, tax cuts and infra-
structure spending, job growth, etc. In other words,
there should be more cash in the average individual’s
pockets which should drive consumer spending up-
wards. Meanwhile, Europe and Japan also seem to be
in slightly better shape this year but growth will proba-

bly stay on trend at its slow rate. China should also

grow according to its stated goals, with economic sta-
bility a crucial goal for the administration. Thus on a
macro level the conditions are positive for equities.

Fixed income and currencies

Similarly, US fundamentals are supportive of the dol-

lar, especially relative to Europe, Japan and emerging
market economies. | think we will see vola-
tility if the dollar is overly strong, for exam-
ple, Trump may tweet to signal his dis-
pleasure, which may roil markets tempo-
rarily. But no one is bigger than the mar-
ket, so with US growth expected to be
strong, the dollar is expected to hold its
own forQl.

In fixed income space, literally every inves-
tor and his grandmother think that bonds
are going to fare poorly. For example, in-
vestors pulled a record $3.5 billion from
the famous $55.7 billion DoubleLine Total
Return Fund last December (the fund in-

vests predominantly in mortgage-backed securities).

At this stage where the initial decline has already

taken place, | think the truth is probably somewhere
in the middle, although the trend looks set for interest
rates to rise. Nevertheless, | would say that rate hikes
are not a certainty. After hiking rates in December
2016, the Federal Reserve has signaled 3 more hikes in
2017. However if anything goes wrong the Fed will
react accordingly. Overall, looking into the first quarter
in fixed income space, we would prefer credit risk to
interest rate risk, i.e. we would not go for long tenor
bonds.
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Can things go wrong?

So what can go wrong? Anything and everything can

go wrong.

In fact, one of my previous roles required me to dream
up all sorts of negative scenarios that might happen to
derail the markets. Europe might be in for more vola-
tility post Brexit with a number countries (France and
Germany) holding elections, China’s economy might
implode spectacularly, terror attacks that are cata-
strophic to market sentiment (for example assassina-
tion attempts?). On the political front, the conflict in
Asia Pacific over China’s military build-up might esca-
late, while Russia aggression could destabilize the Eu-

ropean zone.

The thing is, a LOT of things can go wrong. Every. Sin-
gle. Year. The point is that at this juncture | do not

think that chances of these tail events happening are
significantly higher in 2017 as compared to any other

year.
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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 presenta-
tion 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 per-
sonal use and information only and should not be construed as an offer or a solicitation of an offer to purchase, subscribe, sell or re-
deem 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 men-
tioned 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 whatso-
ever 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 ex-
change 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 MAN-
AGEMENT 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 recom-
mendations 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 re-
stricted 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 independ-
ent professional advice.
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