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Fund Manager View - Recession? Bear Market? What can investors do?
The market had a very steep correction, which affected all asset classes. Traditional correlation relationships between
asset classes have broken down. Gibson’s Paradox, the negative stocks-bonds correlation for over 20 years has now
diverged. 
Volatility will likely increase this year, given that the Fed is trying to achieve an almost impossible task of drastically
reducing inflation, while still supporting growth and aiming for a soft landing. We do not think it is realistic, as growth
and employment will likely suffer from Fed’s drastic monetary tightening policies. Goldman Sachs now has the
probability of a recession in 2022 at 15% and a recession within 2 years at 30%. 

Given all the bad news, what are our options?
There are no easy choices. Selling everything and holding cash is not viable given our current inflationary
environment. With 8.3% inflation in the US, cash in the bank loses its value rapidly. Timing when to re-enter the
market, after is has bottomed is even harder. At the same time, tolerating a potentially even larger market correction
is not easy – every investor should evaluate their own risk tolerance and appetite. 

Information as of 29th April 2022

For us, we still believe a carefully balanced
and diversified portfolio, optimized for long-
term returns is a better choice than
liquidating everything and holding cash. The
bond markets have not been a safe haven
either, with increased credit risk and
increased duration risks from the increasing
interest rates. 
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Fidelity MSCI Information Technology Index ETF (FTEC)

First Trust NASDAQ Cybersecurity ETF (CIBR)

VanEck Semiconductor ETF (SMH)

iShares U.S. Broker-Dealers & Securities Exchanges ETF (IAI)

VanEck Pharmaceutical ETF (PPH)

More defensive asset allocation, with
capital preservation being prioritized. 
Allocation into income assets e.g. REITs
and infrastructure equities provides
recurring income to the portfolio.
Invest  in real assets such as lithium and
rare earth processors & miners provide
exposure to supply bottlenecks in an
inflationary environment. 
Increased allocation in healthcare sector
reduces volatility of the portfolio, while
still being exposed to healthcare
innovation and benefitting from the
ageing society trend. 

We are preparing our portfolios for a
likelihood of a recession or stagflation. 

It is important, especially during times of
fear and volatility, to remember that long-
term investing in the equities market has
consistently, and persistently beaten almost
every asset class in the long term.  According
to a study of Prof. Aswath Damodaran.
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P-CGREEN Performance

P-CGREEN Holdings
Stock names % Holdings

Return comparison since P-CGREEN inception date (27 Apr 2021)

Benchmark: KGRN's return adjusted by FX rate to THB
 

There is also thankfully good news on the
China side as well. US and China accounting
regulators are in deep discussion on
allowing US regulators to inspect audits of
Chinese companies, which would prevent
over 270 companies from being delisted from
New York stock exchanges. For our portfolio’s
top China holdings, they have been dual-
listed in Hong Kong as well, as a precaution
against this regulatory uncertainty. 

CHINA update

The China lockdown, especially in Shanghai
has had a deep impact on the Chinese
economy and stock market. Factories are
being shut down, and including EV parts
manufacturers. This has caused supply
disruptions, as well as a loss of demand from
buyers being prevented from leaving their
homes. 

In our latest call with our China partners,
there is hope that the lockdown would
ease, as evidenced by the Shanghai
authorities allowing goods and supplies to be
transported via the Yangtze River and rail,
with the government agreeing to start
allowing cargo to be transported without
stringent Covid checks. 70% of automotive
and electronics companies in the Shanghai
area have resumed productions.

Information as of 29th April 2022

3.83%

2.97%

1.95%

1.69%

1.48%

1.30%

1.23%

1.04%

1.01%

1.00%

APPLE

MICROSOFT

NVIDIA

MORGAN STANLEY 

SCHWAB (CHARLES)

PROLOGIS INC

DUKE REALTY CORP

CROWN CASTLE INTL CORP

ADVANCED MICRO DEVICES

CISCO SYSTEMS INC

P-CGREEN

3M 6M 1Y YTD Since Inception
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BYD CO LTD

LI AUTO INC

NIO INC

XPENG INC

CHINA LONGYUAN POWER GROUP

LONGI GREEN ENERGY TECHNOL

XINYI SOLAR HOLDINGS LTD

CONTEMPORARY AMPEREX TECHN

CHINA EVERBRIGHT ENVIRONMENT

ZHUZHOU CRRC TIMES ELECTRIC

Tactically, we have rotated into lithium and
rare earth miners and refiners, which are
not impacted by the lockdown in Shanghai,
as they operate in rural areas, with demand
of these rare commodities still high,
especially with the Russia-Ukraine war.

In addition, the China government recently
cut interest rates and increased credit
and loans to the industrial sector to 14.39
trillion yuan, while increasing infrastructure
loans to 30.26 trillion yuan in order to boost
investment demand and stimulate the
economy. China is expected to further
stimulate the economy, especially when
lockdowns are ready to be eased. 
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