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ClO Rajat Sharma's market predictions for 2020 published on Hedge Magazine

What surprised you most about the market in 2019?

After the US 10 year yields dropped from c.3.2% in the beginning of 2019, we
expected it to stay in the region of 2.3.-2.6%. The severity of the subsequent decline
across the entire yield curve took us by surprise.

Which market sectors are likely to offer the best investment opportunities over
the coming 12 months?

In the face of slowing global growth, companies capable of generating high revenue
and earnings growth irrespective of the general macroeconomic environment will in
our view continue to attract the attention of investors. As a result, we are selectively
overweight few high growth companies in the tech space and we maintain overweight
exposure to high quality stocks, which tend to perform better in periods of heightened
volatility.

Are you particularly bearish about any specific areas?

High Yield bonds as an asset class, both in developed and emerging markets. We
think credit spreads are not attractive enough to sufficiently compensate for the risks
investors are taking by holding these positions.

What is the biggest risk to hedge fund performance in 2020?

The major risks relate to political/geopolitical events. We are concerned about the
potential binary outcomes of a few specific issues; on a global scale particularly trade
wars and the relationship between the US and China and in the European context the
seemingly never-ending Brexit negotiations. The Fed is also walking a tight ropewalk
in the face of presidential threats and growing market turmoil and could impact
performance.

How do you expect the realisation of Brexit to impact the market going forward?
With the outcome highly uncertain, we expect the UK market as well as sterling to
stay volatile and returns to stay under pressure compared to other developed market
peers. It’s a market we are underweight for the time being.

What should investors expect from a performance perspective in 20207

We expect a continuation of the most recent trends from the second half of 2019, with
both equity and bond markets generating considerably lower return alongside higher
volatility further amplifying overall market uncertainty.
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Disclaimer

VaR Capital Ltd is a limited company incorporated in England and Wales with
registration number 09159540. UK registered office 42, Brook Street, London W1K
5DB. VaR Capital Ltd is authorised and regulated by the Financial Conduct Authority
(FCA). Firm reference number 718558.

The views expressed in this report are not intended as an offer or solicitation for the
purchase or sale of any investment or financial instrument. The views reflect the
views of VaR Capital Limited at the date of this document and, whilst the opinions
stated are honestly held, they are not guarantees and should not be relied upon and
may be subject to change without notice.

The information contained in this document does not constitute investment advice and
should not be used as the basis of any investment decision. References to specific
securities are included for the purposes of illustration only and should not be
construed as a recommendation to buy or sell these securities. VaR Capital has not
considered the suitability of this investment against any specific investor’s needs
and/or risk tolerance. If you are in any doubt, please speak to your financial adviser.

The performance data displayed is unaudited and is designed only to provide
summary information and the report does not explain the risks involved in investing
in the markets. Performance is shown after deduction of costs but excluding
management charges, and on the basis of income being reinvested. Past performance
is not a guide to future performance. The value of the securities and the income from
them can go down as well as up and you may not get back the full amount originally
invested. The value of overseas investments will be influenced by the rate of
exchange
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