EMBRACING THE NEW
REALITIES OF COVID-19
TO SECURE LONG-TERM
SUSTAINABILITY IN A
DISRUPTED WORLD

Dear colleagues, partners and clients,
2020 has been defined by the COVID-19 pandemic, and no doubt, will go down in history as a year to forget
with lessons to remember. The coronavirus pandemic that triggered an unprecedented human, health, and
economic crisis that has deeply affected the lives of many people around the world, including associates of
our CP family, their relatives and friends. My heart goes out to all who have been negatively impacted during
this difficult time.
Almost one year has already passed since the World Health Organization declared COVID-19 a pandemic.
Since then, the virus has wreaked absolute havoc on the world. It has killed and sickened hundreds of
thousands, even the healthy. Millions have lost jobs. Many small businesses will never reopen their doors. The
future looks uncertain.

And we don’t know when, or if, our lives might return to normal, and
more importantly what kind of permanent scars the pandemic will
leave behind…
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Throughout it all, I’m sure you have heard many of your family members or friends say that they are looking
forward to the end of the pandemic or to receive their vaccinations. Understandably, after living with the
pandemic for an entire year, many are hoping to return to normality and looking forward to getting on with
their lives.
Unfortunately, even in the depths of crisis, I have observed that very few people take the opportunity to
self-reflect or re-think their behaviour. And this recent pandemic has further exposed our society’s
deep-rooted inability or stubbornness to bring about permanent positive change. This can be seen in the
way we have failed time and again to address long-standing issues such as climate change, income
inequality, racial inequality, poor housing, food and water insecurity, and many more.

After living with the pandemic for over a year, do you realize that you
hardly hear anyone saying that we must make sure that we never face
such a disruption again?
Did we learn nothing from our experience with COVID-19? Or would the challenges and inconveniences we
have gone through, lead us to consciously accept restraints or changes to our lives to minimize future
disruptions?
I hope it is the latter, as we have no reason to think that this will be the last major disruption that we face in
our lifetime… Only through a conscious effort to change our behaviour in pursuit of a better, safer world, may
it potentially lead us to not only tackle the causes of pandemics, but the causes of other long-term global
risks, such as climate change, that promises a similar scale of disruption…

Business as usual?
Like millions of people around the world, this year, I’m writing this letter to you in isolation from my home, away
from the hustle & bustle of the office environment. For some, the abrupt transition to working from home has
been a nightmare, upsetting their work-life balance due to blurred boundaries, or having to deal with
distractions from children or family members. For others, they claim better productivity and cite not having
to commute to the office as a plus point.
Personally, working from home has not affected my
work routine and its largely “business as usual”. Like
everyone else, out of necessity, I rely on Zoom and
other messaging platforms to stay connected with
my teams virtually.

But is it really “business as usual”?
I’ve always had my doubts about
this…
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Well, if we were all none the wiser, on the surface, it definitely appears to be the case. Afterall, tasks are still
being completed, and there does not seem to be any drastic decrease in productivity. But since that’s the
case, should companies still maintain physical offices in the future? Now, think about that for a moment…
What is the role or purpose of an office?
Is it simply a physical space for employees to report to work? Sit at their desks? Perform their duties using the
office computer? If that is the role of the office, then I would agree that it seems entirely redundant in today’s
digital world.

On the other hand, if we were to view an office as a catalyst for
physical human interactions, to facilitate collaboration, solve complex
challenges, generate ideas and, more importantly, to promote
camaraderie and bonding among colleagues, then the need for
companies to maintain offices becomes much more purposeful.
As many of our clients are working professionals, I’m sure many are able to relate to pre-Covid times, when
we used to have lunch daily with our colleagues. Small gestures that warm our hearts, like receiving a cup of
coffee/tea prepared by our colleagues, and casual conversations while sharing snacks together in the office
pantry.
These are just some examples of the intangible but essential aspects of working together in an office. Which,
unfortunately, cannot be replicated through Zoom.

Having built CP Global from
humble beginnings, my
personal experience reminds
me to always value and
prioritize face-to-face
human interactions, and to
seek to forge strong
relationships with all
members of the CP family.
There is a famous saying,
“If you want to go fast, go
alone. If you want to go far,
go together.”
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Overcoming the challenges of COVID-19 together
As I think about how to describe the events of 2020 and what we have achieved, I am firstly reminded and
proud of how we adapted quickly in the face of the challenges posed by COVID-19 to continue delivering on
our commitments to our clients throughout the year.
When the pandemic struck suddenly and fiercely, we reacted swiftly to ensure minimal disruption to our core
services even if it meant going the extra mile. During this unprecedented time, we offered immediate and
timely support to all of our colleagues, partners and clients, with examples such as:

1

2

Safeguarding the well-being of our
colleagues by educating them with the
latest developments, implementing safety
measures, ‘work-from-home’
arrangements, and preserving jobs.

Our early investments into technology and
well-equipped online platforms enabled
our partners to continue delivering all key
services remotely, including, investment
management, client onboarding and
e-subscriptions.

3

4

Launch of the ‘CEO Broadcast’ website as a
platform to share important updates and
to enhance interaction with our clients to
help them better weather the shocks and
impact of COVID-19.

Tailoring timely investment solutions, such
as the CP Global MTA-linked Programme
to address our clients urgent needs due to
the sudden crisis.

Since CP Global was founded in 1994, we have helped our clients to navigate through market shocks, crises,
political unrest and recession, and we have learned many important lessons along the way.

One of those lessons is that our clients rely most on us during times of
crisis and uncertainty, and that is precisely what we are committed to
do: To always stand by our clients during difficult times.
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Tailoring timely solutions for our clients to weather
the crisis
After a decade of zero interest rates and massive levels of quantitative easing since the aftermath of the
2008 Global Financial Crisis, investors have realized that the entire spectrum of bonds were no longer able to
provide stable income or be employed effectively as a hedging tool within their portfolio in the event of a
crisis.
While many hoped for a return to normalization when we entered 2020, the surprising strike of COVID-19 left
regulators with no alternatives in their attempt to save their respective economies, but to further aggravate
the existing problems that plagued the markets. Mammoth fiscal and monetary stimulus packages were
introduced, injecting cash to uphold market consumption and liquidity. The Fed’s pledge to keep interest
rates very low for years to come further exposed investors to risks such as high valuation of stocks and lower
quality bonds.
As a result, many investors, including the “savers”, had no choice but to allocate their capital into riskier assets
to seek for income. Many ended up dabbling in equities or commodities and unfortunately, very quickly found
themselves caught wrong-footed due to the increased volatility.

Due to this low-yield and
highly uncertain global
environment accelerated by
the crisis, while millions of
investors were left out in the
cold, our clients turned to us
to seek shelter and answers.

Many feedback to us that they were in need of fixed-income, and at the same time, there were also clients
who had smaller capital and were seeking leverage. But who would let them leverage in the middle of a
global crisis? Staying true to our tradition of shared-success, we harnessed our crisis-proof strategies and
tailored an innovative solution that linked both Income and Growth investors together for a ‘win-win’
investment structure.

Through our in-house “Managed Trading Account”-linked Programme,
Growth investors’ could leverage on Income investors’ capital to seek
for higher growth potential. In exchange, Income investors will receive
guaranteed fixed-income for providing the leverage.
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To cope with the continued demand, we have released a limited amount of allocation for the second tranche
of Notes. For those who wanted to but did not manage to invest in the first tranche, we hope you will seize this
window of opportunity before it closes.

With a lower entry point, our aim is to ensure that investors who need
help are able to receive it, to safely tide through this difficult and
challenging period.

2020: An Unusual Year
While many have said that 2020 is a “forgotten year” as time seemed to have passed so fast while we were
constrained in our activities and stuck with the same routine throughout the entire year. But personally, when
we look back, I doubt we will forget this year…
To say that 2020 was unusual would be an understatement. In my 40 years in finance, I have never
experienced anything like this. The velocity of the pandemic's devastating impact to the global economy,
health, work and all aspects of life surpassed that of any other global crises in recent times.
Without a doubt, the pandemic made the world prioritize immediate human life and health issues, ahead of
the social idealisms that many held high hopes for the year 2020, before the invasion of COVID-19. Despite the
waves of social unrest and protests, the fight for common values of fairness, justice, democracy, freedom
and the rule of law, were forced to take a backseat. While long-standing issues that plagued the financial
markets were further aggravated due to the fight against COVID-19.

Government intervention was the name of the game and continued
quantitative easing stimulus resulted in the loss of free and fair
markets, asset bubble formation and widening inequality.
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The rise of hegemonism and protectionism also reigned supreme, causing further strains on the
international common in free trades, environmental degradation and geopolitical tensions.
In Q1 2020, as the dark mystery of the coronavirus threat and its ultimate impact was extremely uncertain,
many investors rushed for safety, de-risking headlong and selling everything across the board including safe
haven bonds, in a desperate bid to raise cash. While it is natural for investors to let go of riskier assets during
times of turbulence, such as equities and junk bonds, the evacuation even from sovereign bonds and
investment-grade corporate debt highlights the desperate urgency to rush towards cash.
But as we entered the second half of the year, there was a sudden shift in sentiment...

While it's well-known that
market prices very often
reflect the future instead of
what is happening in the
present, investors were
behaving as if the pandemic
simply did not exist.

Many turned a blind eye to the ongoing threats and potential long-term economic repercussions, and
instead, chose to have their eye on vaccine-led or stimulus-led recovery. In just a short span of time, we
transitioned from a "sell everything" to "buy everything" market, as investors poured their money into risk
assets again.
It was the mother of all liquidity-induced market rallies. The mega fiscal stimulus contributed greatly to
expectations of recovery, giving rise to exuberant optimism resulting in massive rallies across equities, oil,
gold, bitcoin, and almost everything else. This optimism was further propelled to greater heights when
breakthroughs in COVID-19 vaccines were announced, and the U.S. presidential election results ejecting the
erratic, norm-shattering Donald Trump.
While the market’s breath-taking rally had investors on the cusp of euphoria, many were also worried about
the risk of “melt-ups”, a debased U.S. dollar and a destabilising acceleration in inflation, all of which are
eventual unintended consequences of the dark side of unprecedented ultra-easing monetary policy.

What will trigger markets to shift from euphoria to panic-selling again?
Or rather when? Perhaps evidence of a deteriorating economy or
signs of withdrawal of central bank support may derail the rosy
scenario? Who knows what will follow...
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But what we do know and should take away as a lesson from this unusual year is that the future is always
uncertain. Nobody on Wall Street could have predicted a pandemic outbreak. And it is prudent to recognize
that big changes in markets, especially sentiments, are by definition unexpected in nature and
unpredictable.

As I have repeated time and again in my letters and seminars,
“What works today may not necessarily work tomorrow; and the only
certainty in investing is uncertainty.”
That is precisely why over decades, we have been
relentless in our pursuit to strive to be the best active
managers we can be. To always consider and plan
the potential for unexpected market disruption
within our risk management framework.
In theory, we often say that risk can be measured
and managed, but in today's market, risk is an
uncertainty.

In

reality,

we

need

to

manage

uncertainties, what are the known unknowns (events
that the market is already expecting but yet to know
the results of) and how to deal with the unknown
unknowns

(unforeseeable

market

events).

To

manage risk, we not only need to be proactive, but
have an excellent macro view to understand,
prepare and react.
Throughout our history, I’m sure many of our clients have seen and experienced how we operated and
innovated, and even in the depths of crisis, we continue to remain unscathed, instead, emerging victorious
and stronger than ever before.
But it was not an easy journey for us, as to actively and effectively manage uncertainties, it required more
planning, more technology support, more collaboration, more expenses, more of everything.

However, I was determined even if it meant taking the longer-winding
path, as I have always believed that an active approach to investing is
what sets us apart from the competition and is fundamental to
securing long-term success for our clients.
You could say that we were brave and dared to be different, even in the face of criticism at times, from the
skeptics and mainstream. But in my opinion, we have our clients unwavering support to thank for that…
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For making the brave decision to invest with us years ago, showing
that many shared good foresight and agreed with CP Global’s
investment philosophy.
Today, as we stand together to overcome the challenges and look to navigate the brave new world of
post-COVID-19, we have to be ready to accept new normals, manage uncertainties, and re-position
ourselves when necessary. Government intervention and the threat of populism will continue to grow and
investors need to be more agile than ever to achieve their objectives in the face of the accelerating and
inescapable issues of living in a post COVID-19 world.

As I often remind my teams, “We need not be smarter than
others, but we must absolutely, at all times, be more prepared
and ready.”

Consistent, double-digit returns despite 2020’s
volatile market conditions
While many money managers fumbled in the face of transformation, disruption and uncertainty accelerated
by COVID-19, our experience in dealing with crises, active management and technology innovation has
allowed our business platforms and investments to continue to thrive and withstand the test of time.

In fact, the short-term volatility triggered by the pandemic endorsed
the active investment approach that we have been practising for
decades.
Despite the challenges of 2020, we have continued to help our partners and clients to generate consistent,
double-digit returns:
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Cumulative Performance since inception: Jan 1999 to Dec 2020

Cumulative Performance since inception: Dec 2013 to Dec 2020
178.35%

4,942.09%

CPS-Master Private Fund

CP Global Alpha Fund

CPS-Master Private Fund
2020 Return: 15.28%

CP Global Alpha Fund
2020 Return: 15.21%

Cumulative return
since inception 1999: 4,942.09%

Cumulative return
since inception 2013: 178.35%

Cumulative Performance since inception: Sep 2013 to Dec 2020
156.68%

CP Multi-Strategy Fund
2020 Return: 15.57%
Cumulative return
since inception 2013: 156.68%

HONOR ROLL H1 2020

CP Multi-Strategy Fund

For H1 2020, the CP Multi-Strategy Fund was included in Preqin’s
Honor Roll and ranked as one of the best-performing hedge funds in
Asia-Pacific.
Preqin tracks over 970 hedge fund managers and 3,100 hedge funds
based in Asia-Pacific. Needless to say, we are proud that CP Global
was recognized as one of the top-performers, alongside other
big-name managers in the list.
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5-Year Cumulative Performance (Time Period: 1 Jan 2016 to 31 Dec 2020)

109.91%
102.39%
101.66%

61.83%

CPS-Master Private Fund

CP Global Alpha Fund

CP Multi-Strategy Fund

Global Equities (MSCI ACWI)

Annualized Performance Against Benchmarks (% as of 31 Dec 2020)

© 2018
2021 Morningstar. All Rights Reserved. The information, data, analyses and opinions (“Information”) contained herein: (1) include the proprierary information of Morningstar and
Morningstar’s third party licensors; (2) may not be copied or redistributed except as specifically authorised; (3) do not constitute investment advice; (4) are provided solely for
informational purposes; (5) are not warranted to be complete, accurate or timely; and (6) may be drawn from fund data published on various dates. Morningstar is not responsible for
any trading decisions, damages or losses related to the Information or its use. Please verify all of the Information bedore using it and don’t make any investment decision except
upon the advice of a professional financial adviser. Past performance is no guarantee of future results. The value and income derived from investments may go down as well as up.
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While the trading data is still limited at this time, in 5 months, the CP Global Managed Trading Account (MTA)
has registered a very promising return of 7.89%. While we are on track to achieve our projected performance
path, the team is continuously working to refine the technology employed for MTA to achieve greater
performance, such as the AI-driven risk & size calculation system that automates trade executions.

Cumulative Performance since inception: Jul 2020 to Dec 2020

7.89%

CP Global Managed
Trading Account (MTA)
Jul 2020 to Dec 2020
Return: 7.89%

CP Global Managed Trading Account (MTA)

Speaking of technology, as many of you have experienced with us, technology innovation is rooted in our
DNA. Since the early years, we have made important decisions to invest early and often in new technologies.
I believe these are essential to help us to continue to stay ahead of the curve and our focus on technology
will remain unchanged moving forward.
However, besides the in-house technology that we have developed to support our core capabilities in
investment management and across our client servicing platforms, there also exists ongoing developments
in our technology ventures. For those who have invested in the CP Global Tactical Income Fund, I would like to
take this opportunity to provide some timely updates.

CP Global Tactical Income Fund: Progress Update
Launched in 2018, the
Tactical Income Fund was
structured to combine the
benefits of venture capital
investing together with the
performance of a proven
income strategy.
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To protect investors’ interests, we made it our aim to offer investors an option to convert their investment
capital to shares of the venture company only when the business models have proven to be successful.
Otherwise, investors will continue to enjoy the benefits of their fixed-income investment.
At the time, the initial idea for our ventures’ business model revolved around a technology ecosystem
approach; which included the following phases:

1

2

3

Robo Advisory /
Fintech Platforms

Blockchain and
Artificial Intelligence

Payments Utility
Token

Launch anchor business to
gain access to huge amount
of user data.

Expand offering to serve
financial needs of the 99%
mass market.

Connect payments layer
across all assets and
channels.

Firstly, I’d like to announce and congratulate the team for successfully
securing the Digital Investment Manager (DIM) license from the
Securities Commission of Malaysia.
The license is held by BH Global Fintech Solutions Sdn Bhd, a joint venture between CP Global and BH Global
Advisers, our local investment advisory partner in Malaysia. At the time of writing, we are one of only eight
companies in Malaysia to be issued with an eCapital Markets Services License, which allows us to offer digital
investment solutions to retail investors. Our robo advisor app named ‘Airo’, will be launched this year and is
designed to help Malaysian retail investors with:

Access to local (Malaysia) and Global investment
portfolios,, leveraging upon CP Global’s crisis-proof
global macro strategy.
24/7

monitoring

and

automated

portfolio

rebalancing using conditional value-at-risk (CVaR)
to protect investor downside risk.
Low minimum investment of RM 50. No lock-up
period. Flat 0.8% annual management fee.
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Concurrently, we have also received a conditional approval from the
Labuan Financial Services Authority, to launch a digital currency and
derivatives broker platform, with the potential to expand our scope to
include payments in the future.

While we have made good progress on our ventures strategy, over the years, I have increasingly noticed the
shifting winds across the global regulatory landscape that threatens the feasibility and long-term
sustainability of our planned fintech ecosystem…
Projected to be the most lucrative business model within our ecosystem is the payments layer. At the time,
our initial plan was to leverage on blockchain technology to launch a digital payment utility token that could
be used across all CP-owned platforms, including our consumer-facing apps. Since the pandemic outbreak,
there has been an acceleration in the shift away from using physical cash, with alternative online payments
or private digital currencies potentially taking its place.
As a result, to deal with the threat of private digital currencies gaining popularity and replacing traditional
forms of money, central banks around the world are looking to introduce their own digital currencies to
maintain state control over money matters...
One country at the forefront of this is China, which has expanded its pilot program to test its electronic
payment system that shares many similarities with Bitcoin. Even the Federal Reserve, which has long said it
doesn’t have plans to launch a digital currency, has also recently released plans to test a hypothetical design
for a digital dollar.
Once central banks’ digital currencies are introduced, it will likely limit the growth potential of private digital
currency players. In all likelihood, the digital payments industry would then return to its fully-controlled status
quo and there may not be much of the pie left to be shared...
With that in mind, I find it important to ensure that we are continuously monitoring the potential impacts of
global developments and are able to react swiftly when necessary to optimize our venture resources. An
example was our decision to shelf our retirement village idea, as the public health concerns brought about
by the virus outbreak has made that venture drastically less feasible and attractive.
This ongoing active management approach is necessary and can be seen in the way we have strategically
allocated the capital raised, as shown in the following section:
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CP Global Tactical Income Fund: Capital Deployment
To achieve the intended objective of providing capital protected fixed-income plus the potential benefits of
venture capital investing, a 70/30 allocation was employed as part of the Fund's strategy, as follows:

However, due to global developments posing an increasing risk to our ultimate objective of establishing a
digital payments platform, we found it necessary to re-assess our ventures approach and re-direct the
remaining capital to income-generating strategies to secure our top priority of providing our investors with
their fixed-income upon maturity. Due to this necessary shift in strategy, we have been prudent in the actual
spending for our technology ventures, as follows:
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The adjustments that we went through were anticipated and part & parcel of our active approach. In
hindsight, it was important that we were quick to review, and change our path so that resources could
continuously be channelled to better use. As a result of our active management to re-direct capital allocated
for technology ventures to income-generating strategies, the current and projected account balance
(inclusive of returns) exceeds our obligations to investors, as shown below:

Even though we are in the process of shifting our ventures strategy, the total and ongoing investments in our
technology ventures (as shown in red in the above charts) continue to deliver great value to us. This value
comes in the form of both tangible and intangible assets, such as the talents we have hired, research and
development, branding foundations, licensing acquisitions, and more, which will provide us with a
competitive edge regardless of the direction we decide to pursue.

So while at this time, we find
that the ventures have not
reached the right stages yet
for us to offer to investors for
their benefit, nothing is going
to waste. Our ongoing
developments in blockchain,
machine learning and
artificial intelligence
continues to fuel all aspects
of our business.

CP Global Innovation

|

2021 Annual Letter

|

Written on 20 Feb 2021

Page 16

To support the long-term growth of our technology innovation and ventures, we have already increased our
pace of hiring across all fronts of our IT team and forged necessary collaborations with regional partners.
In the years ahead, I foresee that we will need to continuously engage with a pool of technology talents, and
I believe that there lies many opportunities within our network of clients for introductions or
recommendations to suitable candidates to join our growing team.
To make it easy to refer candidates or even collaborate on a partnership level, we are planning to develop a
‘CP Community’ platform or app, where all our clients may participate to tap on each other’s expertise and
resources.. My interest in starting this initiative stems from our guiding principle of shared-success and to
foster closer ties within the CP family. More details regarding this will be announced across the year.

2021 Market Outlook
Coming into 2021, one must begin to wonder if the forward-looking optimism will be met with reality. While the
“everything rally” brought about several new highs, investors crossed into the new year on the back of
vaccine optimism, US fiscal policy development, as well as the continued stimulus support by the Federal
Reserve.

It can be said that valuations are
stretched based on hopes that
the future will be as rosy and
unaffected as before, or maybe
even better. Many professional
investors would describe the
current markets as being traded
ahead of facts.
With respect to the virus, although the advancement of effective vaccines is surely positive, any delay in the
implementation or resistance towards mass vaccinations this year will curb the smooth reopening of
economies. Actually, only a handful of economies so far have gotten a real foothold of the virus spread, and
we now see Europe going into a second lockdown while the US is not seeing any slowing of new cases. Even
China, who has gotten a clean pass for most of H2 2020, is currently facing a possible resurgence of cases as
a handful of cities start to go back into lockdown. Furthermore, the virus has actually developed a strain in the
UK, Africa and Japan as at the time of writing this letter.
For that reason, I do not believe that the road ahead is going to be smooth sailing and that we have a long
way to go before reaching the end of the tunnel. Any deterioration of such factors has the possibility for
eroding buoyant growth and corporate profit estimates, and a lot of investors are going to wake up to the
fact that the global economy is still dogged by a host of problems that both predate and have been
aggravated by the virus.

CP Global Innovation

|

2021 Annual Letter

|

Written on 20 Feb 2021

Page 17

Also, it must not be forgotten
that policymakers are
playing a huge role in
sustaining the current frothy
markets.

With fiscal stimulus being the only key determinant to economic recovery now, the so-called “blue wave” of
having a Democrat President along with a Democrat-controlled Senate is indeed a game-changer because
“economic rescue” bills are now easier to be passed. Furthermore, the naming of “super dove” former Federal
Reserve chair Janet Yellen, who is known for her easing monetary policies, as Treasury secretary raises the
prospect of co-ordinated and aggressive fiscal-monetary policymaking to combat the economic damage
wreaked by COVID-19.
However, whether or not this optimism can continue to sustain is yet to be seen. We all know that free money
from the government is never without burdening the future, so while policymakers provide a confidence
boost now, they surely need to balance that with not overcommitting. As a result, policymakers will be
walking the tightrope of communications this year, and any misstep can make the stretched markets “snap
like a rubber band” just like what we’ve seen before.
For now, investors have responded accordingly by pricing in their forward optimism through the rotation out
of bonds into equities, resulting in the parallel rise of bond yields and equities since the US Elections. We can
say that the equities market now is in some ways a rational bubble given that expectations of sustained low
interest rates from a monetary policy perspective will force investors to chase for yield by owning more risky
assets. Valuations for stocks are resultantly higher from a year ago and prices now indeed look stretched.

If history is any lesson, volatility measures for equities typically show a
pattern of generally calm conditions for much of the time, until the
music suddenly stops and then volatility spikes. How long the music will
continue is therefore surely in the hands of the policymakers.
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Furthermore, market consensus now shows that the stretched valuations in the US had led investors to
increasingly favour emerging markets.. While economic and business conditions justify the shift, recent
inflows were largely driven by the huge stimulus programmes from central banks, leaving vast pools of
investment capital searching for yields greater than those typically available in developed markets.
This would also mean that more attention is likely to be turned towards China, a key barometer for the
emerging markets of the world, bringing back the importance of tracking the US-China relationship. While the
new US president presents a less confrontational approach than before, it cannot be forgotten that China is
clearly the most important strategic competitor of the US, and this will certainly be an enduring dynamic. The
scope for Sino-US antagonism as a catalyst to unsettle financial markets is definitely not out of the woods,
particularly in the aspect of hunting for greater yields.
As a result, another strong year for equity markets will penalise investors for the lack of participation in risky
assets, but given the overwhelmingly bullish investor consensus and crowding happening now, it would not
be surprising if asset prices encounter a sharp correction at some point this year when the assets valuation
are getting more and more expensive.

While we have this euphoria
and that it is indeed pretty
hard to imagine the bubble
breaking, the obvious fact is
that investors are now blind
to the deterioration with
respect to the virus and
have eyes only for
vaccine-led recovery.

What’s more, the unprecedented government intervention last year has severely distorted economic data.
For example, while the recent earnings from the US banking sector showed positive results, it might be
surprising to note that one of the key drivers was the increase in trading revenues, likely arising from
lockdown-induced savings.
Consumers likely took their “government support package” and used it on “investing into the markets” rather
than driving consumer demand. Such analysis should prompt one to wonder whether the current
academic-backed approach of economic and market analysis still holds water in facing the future
environment, and whether it is indeed wise to employ unchanged methods of investing for the upcoming
world?
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Also adding further uncertainty to the markets is a new phenomenon termed the 'Retail Revolution', which
refers to the sudden rise and growing dominance of retail investors. This revolution can be largely attributed
to zero-fee trading and low account minimums offered by Robinhood and other brokerages, making it much
easier for new investors, many who were digital natives, to access the stock market. In hindsight, lockdown
measures played an important role in accelerating that process.
For the first time, a large number of “pyjama traders” had both time and money on their hands. Fuelled by low
interest rates and helicopter money from fiscal stimulus, a "free money" effect was created, and this,
combined with the influence of popular Reddit chatroom ‘Wall Street Bets’, took the frenzy to new heights,
prompting many new investors to blindly participate in the retail rush. The result? Over-stretched valuations,
mass euphoria and increased levels of irrational decision-making which ultimately makes markets more
volatile.

Therefore, 2021 could be the year of unravelling as to whether the
optimism will materialise and justify the current frothy levels, or the
reality will bring about an actualization of downward adjustment.
In investing, sound risk management is always important, and may prove to be particularly so in 2021. As
many of the well-exposed risks to markets continue to remain, lurking around every corner, investors need to
be prepared to deal with sudden periods of high volatility and uncertainty that could be triggered without
warning.
The huge concern is that many investors who joined the markets after 2009, have never experienced a
prolonged market downturn before. In fact, their experience so far has been wildly positive, having enjoyed
the benefits of a major bull market. But with limited understanding of the markets, and no prior experience of
the emotional highs and lows brought about by a sustained market crisis, many of these investors will likely
be vulnerable to panic and slow to react when the music stops, exposing them to the risks of heavy losses.

While this is a concern and challenge that many
investors around the world will have to face by
themselves, as a client of CP, you can take comfort in
the fact that you can rely on me to help you
navigate stormy markets, as I’m confident that our
experience and active management will allow us to
continually stay ahead of the curve.
In dealing with the large amounts of uncertainty
ahead, our investment team will continue to monitor
amongst

other

things,

policymakers’

forward

guidance, economic and earnings reports, yields
and inflation expectations, possibilities of defaults,
as well as any potential black swan event.
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Where do we head from here?
While we cannot fully predict the changes and challenges that lie ahead, what we can do, and will do, is to
ensure that we continue to bring onboard the best talent, leverage upon our partners’ strengths, and harness
our active investing expertise to secure long-term success for our clients.

I have always believed in a long-term view and that consistent returns
are more important than the magnitude of returns.
Consistency in returns allows our clients to plan for their needs more effectively. I have advocated this
year-after-year, and I believe that the privilege of “being able to plan for one’s long-term financial needs” has
never been more valuable than it is now, living in the disruptive world of COVID-19.

Our biggest responsibility
and immediate priority, now
more than ever, is to help our
clients successfully navigate
through this crisis and deliver
long-term consistent returns.

With regards to our ventures, though we may have adapted our short-term strategy, we remain committed
to our investments in technology innovation, to ensure that we are able to seize the increasing value and
incentives arising from the speed that technology is revolutionizing our world and daily lives. Throughout our
history, we have embraced change and strived to stay ahead of the curve. Moving forward will be no
different. I want to thank all individuals of our CP family and our partners for their incredible dedication,
perseverance and commitment in 2020 and standing together to face the new realities.
To our valued clients, thank you for your confidence and continued trust. As always, please do not hesitate to
contact us if you have any questions or feedback. On behalf of the team at CP Global Innovation, I would like
to wish everyone a safe, healthy and prosperous 2021.
Best Regards,

Raymond Tan
CEO
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