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Q1 2020 Commentary
The Lumyna - Sandbar Global Equity Market Neutral
UCITS Fund returned +2.51% for the month of
March, bringing Q1 returns to +5.63%. Alpha
continued to drive strategy returns; the team has
generated c. +600bps of gross alpha over the
quarter on an average daily beta of +0.02 to the
MSCI World (MXWO), which fell -21.44% over the
period.
Q1 performance was broad-based at the sector
level, driven by a large subset of pair trades across
our highly diversified portfolio (c. 160 names).
Notable standout contributors to returns include
Aerospace & Defense and Industrial Machinery
within Industrials, Automobile Manufacturers and
Distributors within Consumer Discretionary and
Household Products within Consumer Staples.
The most notable change to the portfolio over March
was the reduction in gross exposure; it currently
stands at c. 135% having been reduced from a Q1
peak of 355% in February. We would highlight that
there was limited name turn-over in the portfolio
overall March vs January and gross exposure was
achieved through systematic position size reductions
in order to ensure coherence with the strategy’s high
single-digit volatility target.
Volatility remains a (fast) moving target in the current
environment and as a result we plan to remain
conservative in sizing the strategy (i.e. gross
exposure), in line with what our risk inputs are
dictating. Volatility typically takes much longer to fall
than it does to rise, and the shifts we have observed
across broad samples of correlation inputs (country,
factor, cross-asset, etc) imply outputs from risk

models are most probably under-estimating near
term portfolio realized volatility.
Regardless, we continue to see a very attractive
fundamental opportunity set for pair trades in our
broad global universe of core sectors. On the one
hand, the fact that current consensus estimates are
stale and broadly irrelevant, means that there are
plenty of opportunities to exploit these inefficiencies
(long and short) into and around earnings events. On
the other, potential dislocations resulting from
over/under-reactions to where consensus starts to
land on 2020 and possibly 2021 should also provide
opportunities for alpha.
Q1 Market Backdrop

If you feel like you’ve lived through enough of Q1
2020 markets already, please feel free to skip to the
next section where we present some key thoughts.
Most investors will have never experienced a market
backdrop, let alone working conditions, quite like
what the last 5+ weeks have offered. This period is
unique in modern financial market history for both
the velocity and breadth of markets’ declines. Q1 saw
the fastest ever descent into a bear market at just
over 16 days (the next closest is 44 in 1929), as
correlations and realized volatility, both within and
across asset classes, blew through most GFC highs.
The exogenous risk shock generated by Covid-19
lockdowns and the sudden-stop in economic activity
exposed and fed dormant endogenous risks; broad
fire sales of financial assets over the first few weeks
of the month drove cross-asset correlations to levels
where they generated a market-wide VaR shock
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that left few if any places to hide during peak stress.
Until the Fed and other global Central Banks stepped
in, to backstop funding markets and provide
“unlimited” liquidity, even traditional safe havens like
the JPY, CHF and Gold began to behave in entirely
unexpected ways based on historical correlations,
exacerbating the crisis.
In our 2019 year-end investor letter, we questioned,
tongue in cheek, whether Sharpe ratios in the high
90th historical percentiles for directional equity
investors and traditional Equity/Fixed Income
portfolios (accompanied by combined valuation
levels at similar historical percentiles for Stock/Bond
portfolios) were “as good as it gets”. The markets
didn’t take long to answer this question. A traditional
US 60/40 portfolio suffered one of its worst three
drawdowns since 1960, and undoubtedly the
fastest. At one point, over a handful of weeks, the
S&P 500 (SPX) had given back roughly 45% of its
gains over the 10+ years since its 2009 lows, and
the STOXX Europe 50 (SX5E) had given back almost
75%, bringing Sharpe ratios for directional betadriven strategies back down to earth.
As the month was coming to an end, with tensions
easing in inverse proportion to monetary and fiscal
stimulus announcements, the SPX staged its largest
3 day move since 1933, on its way back to a “bull
market” 20% rise from lows into early April. As we
write, the consensus appears to be that market
participants are broadly looking for 4 key
developments as precursors to more normalized
market conditions: 1) continued fiscal and monetary
support, which can provide a bridge from the
present to the post-crisis global economy; 2)
“flattening of curves” for the virus and sharp
slowdowns in second derivatives of infection,
hospitalization rates and mortality; 3) signs of
progress on medical advances (therapeutics as well
as a vaccine); and, 4) a clear roadmap to economic
re-opening (targets for serology and diagnostics,
plans and time-lines for re-opening of less affected
areas, etc) along with reassurances that a raft of
“second waves” can be avoided globally. The market
currently appears to be discounting the first two
entirely and placing a high probability that the third
and fourth are within reach (or at the very least that
extreme left tail outcomes are improbable).
What must make the current environment so
difficult for directional investors is the fact that
markets are sending incredibly contradictory signals.

On the one hand, quantitative positioning metrics
suggest extreme investor caution; we note the fact
that $2.4T has moved into cash over the last 12m (the
BAML Fund Manager Survey for April also shows the
highest reading for Cash Balances (5.9%) since the
period following the 9/11 terrorist attacks), almost
non-existent exposures for Systematic/Volatility
Targeting Strategies and HF betas to Equity markets
in their 10th percentile according to JPM
(corroborated by the limited HF upside capture to the
recent rally). Market derived sentiment indicators
(almost unanimously across asset classes) also point
to broad-based investor pessimism. Put simply,
sources of incremental demand for equities would
appear to vastly outnumber source of supply,
suggesting the “pain trade” may be higher.
Conversely, current asset prices (like the SPX at c.
2800 and IG Credit (LQD) at $132) imply that the
market has been emboldened by monetary and fiscal
support and is either discounting 2021 EPS straight
back to 2019 levels or willing to apply incredibly
generous multiples to a more realistic (lower) number
for which there is still no reliable consensus. Such
expectations would fly in the face of the rule of
thumb that trough to peak EPS recoveries have
historically taken 2x longer than GDP recoveries.
Short term, the upcoming Q1 earnings season which
kicks off mid-April may allow market participants to
begin to better calibrate bottom-up expectations.
We would highlight that so far only 25% of SPX
constituents (by weight) have either rescinded
guidance or indicated it should no longer be relied
on. Q1 2020 estimates for the SPX have been cut by
9.3% from Jan 1 to April 1 which does not seem
particularly high given the average 5.5% cut to Q1
estimates over similar periods between 2013 and
2019 and the fact that Q1 2020 was cut less than Q1
2016 (-10%).
If we look back at the 30 bear markets the US has
experienced over the last 120 years, the balance of
probabilities based on historical blue-prints suggests
we are just in a fierce bear market rally and more
time will be needed before the market finds a
durable bottom. And yet, those who have fought the
Fed historically have rarely come out victorious.
Fortunately, given these very contradictory signals
emanating from markets (and our lack of any edge
figuring out where the market goes next), expressing
a view on market direction plays no part in our
investment process and should have very little
bearing on returns next quarter.
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Observations
We typically devote this section of our newsletters
to discussing subjects that are top of mind for the
investment team as well as salient features of the risk
landscape we are paying close attention to. While
the team are at your full disposal to discuss these
topics in detail on request, this quarter we’d like to
do something different.
First, we’d like to make two very blunt and brutally
honest observations on our broader industry; if they
don’t give our audience of asset owners an allocators
reason for pause, we at least hope they elicit a wry
smile. Secondly and most importantly, we’d also like
to convey three important messages about what
matters most to the team at Sandbar, our core values
and principles, as we navigate markets in these
unprecedented times.
Avoid (Hedge Fund) Crowds
We closely monitor our net exposures to
crowded/consensus trades. Our portfolio certainly
carries consensus longs and consensus shorts, but
we work hard to ensure that these are balanced by
anti-consensus longs and shorts. This provides
limited benefit from the “free” factor return stream
crowding has provided since the 2008 GFC, but it
does help to avoid the maximum pain of unwinds we
periodically (and with increasing frequency) see.
Despite their name, Hedge Funds as a group are both
very crowded and very correlated to market indexes
due to their beta component and common style
exposures. Data from BAML PB shows that the 3year rolling correlation of HFs to the SPX (proxied by
the HF Composite Index) rose to 0.95 in Q1 2020 vs
0.92 in Q4 2019. Even the correlation of our peers in
Equity Market Neutral strategies with the SPX has
risen +43.9% over the last 12months to +0.62 (full
BAML PB analysis below).

Moreover, quantitative research we receive from a
handful of Prime Brokers overwhelmingly points to
the fact that:
1. HFs are more concentrated than ever: 69% of
portfolios are invested in top 10 positions versus
55% in 2005, and the median book consists of 30
names now versus almost twice as many 15 years
ago (according to GS analysis of 13F filings)
2. Overlaps between these concentrated HF
portfolios are higher than they have ever been, in
the available data sets (see chart below from MS
PB).
At Sandbar, we don’t offer investors beta or market
correlation (positive or negative) and remain puzzled
why investors, as a group, are happy to pay such fee
premiums to competitors that do. If what investors
really want is diversified beta and crowding, there are
a plethora of near zero commission ETF / index
products we could “recommend” for free.

Past Performance is not a guarantee or reliable indicator of future results.

For institutional investors only
The views put forward in the below commentary are the views of the Investment Manager, by Sandbar Asset Management LLP

It’s Always Brightest Before Dusk
Try a Google Trends search for phrases like “buy the
dip”, “how cheap is the S&P500”, or “it’s always
darkest before dawn”. How about “sell the dip”,
“how expensive is the S&P500”, or “it’s always
brightest before dusk”? We now have a multitude of
peers and market participants claiming the market
moves we have seen of late are only temporary and
now is the time to “double up” (and of course
increase allocations to them).
How many of these same people were suggesting
the opposite 2 months ago? At Sandbar, we don’t
express a view on whether the market is “cheap” or
“expensive”, we only concern ourselves with the
relative valuation or asymmetry between 2 or more
comparable assets. Bluntly, we don’t think we are
smart enough to work out what the absolute PE the
market is going to be trading at in the future and
frankly think it’s a fool’s game (let alone intellectually
dishonest) to suggest one could have an edge. If the
World doesn’t end, and governments continue to
prop up financial markets with never ending liquidity,
then financial markets are likely to rise (though likely
at the expense of others). It’s a binary call, within a
market structure with far too many unknown
variables for us to speculate on. About as
comfortable as we can be is the statement that
“current 2020 earnings estimates are wrong, and
2021 estimates are wrong”. If you wish to speculate
on a market rally, please see above paragraph
regarding cost efficient options.
Finally, and most importantly, we’d like to leave you
with three thoughts about what matters most to the
team at Sandbar:

1. Alpha remains our core value proposition:
dispassionate analysis of data coupled with our
fundamental model-driven framework should
continue to allow us to be able to choose from an
expansive
set
of
potential
investment
opportunities, within a market increasingly rife
with dislocations, and should provide an ample
opportunity set of potential alpha regardless of
market direction from here.
2. Risk control is of paramount importance insofar
as it can help us to protect the alpha driven
return stream we are working to achieve
regardless of market dynamics (positive or
negative): Constructing a disciplined market, beta
and factor-neutral portfolio is the wrapper within
which we offer our investors our potential alpha
stream.
3. Humility, consistency and hard work underpin
everything we do at Sandbar. Humility allows us
to recognize that we will never be able to predict
the timing of the next pandemic, economic or
market cycle, nor the multiple the market will
decide to put on risk assets in our universe at any
point in the future. As such, consistency of
process and hard work is what we do to make up
for this lack of a crystal ball; it drives our datadriven approach to research and the undivided
attention we give to risk.
We would like to express our best wishes of health
and well-being in these trying times to you and your
loved ones. We thank you for the trust you have
placed in Sandbar and will continue to work hard to
protect and grow your assets to the best of our
abilities.
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Performance Snapshot - USD B (Acc.)
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Source: Lumyna Investments Limited as at 31 March 2020.

Figure 1: Lumyna - Sandbar Global Equity Market Neutral UCITS Fund Performance since inception
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Source: Lumyna Investments Limited as at 31 March 2020. The performance figures contained herein are net of fees. The returns shown are based on
share class USD B (acc) and therefore such historical information does not represent actual returns that an investor in share classes other than USD B (acc)
may receive but is for information purposes to illustrate the performance of the Lumyna - Sandbar Global Equity Market Neutral UCITS Fund (the “Fund”)
and should be interpreted accordingly. Past performance of this fund or of other funds managed by Sandbar Asset Management LLP is not an indication
of future performance or actual realised returns on an investment in the Fund (which may be affected by a number of factors including, but not limited to,
applicable fees and the timing of subscriptions and redemption of the fund.
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This marketing communication is issued and approved by Lumyna Investments ltd. (“Lumyna”). Lumyna is authorised and
regulated by the Financial Conduct Authority.
This communication is not for distribution to the public or a large number of persons, but is personal to named recipients.
All recipients are (a) persons who have professional experience in matters relating to investments falling within Article
19(1) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (b) high net worth
entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order
(all such persons together being referred to as “relevant persons”). This communication must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this communication relates
is only available to relevant persons and will be engaged in only with relevant persons. The U.K. compensation scheme
and rules for the protection of eligible claimants do not apply to the services provided or products sold by non-U.K.
regulated affiliates.
Where a service and/or information is provided by way of an electronic medium such as a website or email (“ecommerce activity”), the following details are hereby disclosed to the recipients of an e-commerce activity provided by
Lumyna.
The material in this marketing communication is not investment research or a research recommendation as defined by
the rules of the Financial Conduct Authority and has accordingly not been prepared in accordance with any legal
requirements designed to promote the independence of investment research nor is it subject to any dealing prohibition
on dealing ahead of the dissemination of investment research. This material has been compiled by Lumyna and marketing
personnel from various sources. To the extent that the information in this communication reflects the views of Lumyna,
this information and views expressed are subject to change without notice to you. Although the information set out in
this marketing communication is obtained from sources believed to be reliable, neither Generali nor Lumyna guarantees
its accuracy or completeness. This information is for discussion purposes and neither the information nor any opinions
expressed constitutes a solicitation by us for the purchase or sale of any securities or other financial instruments.
The information in this marketing communication does not constitute an offer, solicitation or recommendation for the
purchase or sale of any securities or other financial instruments. It does not constitute an intention to market any other
product, including any other investment fund, nor does it constitute advice of any kind, whether in relation to legal,
compliance, accounting, regulatory matters or otherwise, a personal recommendation (as defined by the rules of the
Financial Conduct Authority) or otherwise or an expression of our view as to whether a particular financial product is
suitable or appropriate for you and meets your financial or any other objectives. This information is not based on the
particular circumstances of any named recipient.
The information herein was obtained from various sources including the investment manager of the UCITS Fund. Lumyna
have not verified this information and do not guarantee its accuracy or completeness.
Any description involving investment process, goals or risk management techniques are provided for illustration purposes
only, will not apply in all situations, may not be fully indicative of any present or future investments and may be changed
in the discretion of the investment manager. No representation is made that any strategy’s investment process, goals or
risk management techniques will or are likely to be achieved or successful.
Investors should note that the Fund is authorised to invest up to 100% of its net assets in transferable securities and
money market instruments issued or guaranteed by an EU Member State or its local authorities, by another OECD
Member State, or by public international organisations in which one or more EU Member States are members.
Where the information herein relates to legislative initiatives, it represents a non-exhaustive summary of
Lumyna’s current understanding of the legislation and the proposed timeframes as at the date of this publication, which
is subject to change pending further clarification of the rules through the legislative rule making and implementation
processes in the relevant jurisdiction. This information is for your private information and is for discussion purposes only.
A variety of market factors and assumptions may affect this analysis, and this analysis does not reflect all possible loss
scenarios. Some products may place your capital at risk; yield figures quoted may not display all the short and long term
prospects for the investment. There is no certainty that the parameters and assumptions used in this analysis can be
duplicated with actual trades. Any historical exchange rates, interest rates or other reference rates or prices which appear
above are not necessarily indicative of future exchange rates, interest rates, or other reference rates or prices. Neither
the information, recommendations or opinions expressed herein constitutes an offer to buy or sell any securities, futures,
options, or investment products. Foreign currency denominated investments is subject to fluctuations in exchange rates
that could have a positive or adverse effect on the investor’s return. Unless otherwise stated, any pricing information in
this message is indicative only, is subject to change and is not an offer to deal. Some investments or services may have
complex charging structures and the firm may receive more than one element of remuneration. Where relevant, the
price quoted is exclusive of tax and delivery costs. Any reference to the terms of executed transactions should be treated
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as preliminary and subject to our written confirmation. You should discuss with your professional legal, accounting or
other adviser how it may affect you.
Investment products offered by investment banking affiliates may lose value and are not bank guaranteed.
Generali and/or its affiliates may have a position and/or trade for their own accounts as odd-lot dealer, market maker,
block positioner, specialist, liquidity maker and/or arbitrageur in any securities of issuers mentioned herein or in related
investments and also may from time to time perform investment banking or other services for, or solicit investment
banking or other business from, any issuer mentioned herein.
This material is not to be distributed to, nor to be read by, retail clients. If the reader of this message is not the intended
recipient you are hereby notified that any dissemination, distribution, copying, or other use of this transmission is strictly
prohibited.
SELLING RESTRICTIONS:
The Fund may only be offered and distributed to investors in accordance with all relevant local laws and regulations. The
distribution of this presentation and the offering or purchase of Shares may be restricted in certain jurisdictions. It is the
responsibility of any persons in possession of this document and any persons wishing to subscribe for Shares to inform
themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Prospective applicants for
the Fund should inform themselves as to the legal requirements of so applying, and any applicable exchange control
regulations and taxes in the countries of their respective citizenship, residence or domicile. The tax implications of
investing in the Fund will depend on individual financial circumstances and the investor’s country of residence. Applications
to invest in the Fund must only be made on the basis of the Prospectus and subscription documentation. Before any
subscription, it is recommended that you read carefully the most recent Prospectus and review the latest financial reports
published by Lumyna.
France:
The key investor information document, Prospectus, articles and latest annual and half-yearly reports are freely available
upon request from Société Générale 29, boulevard Haussmann, 75009 Paris, the centralising agent of the Company in
France. The Prospectus, the articles and the latest annual and half-yearly reports are only available in English. The
information below is for general guidance only and further information is available in the Prospectus.
Luxembourg:
The Fund is being registered for public distribution in Luxembourg.
The Fund may be registered for public distribution in other jurisdictions in the future. For an up-to-date list of those
jurisdictions contact your distributor.
United States:
The Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “1933 Act”),
or the securities laws of any of the states of the United States. The Shares may not be offered, sold or delivered directly
or indirectly in the United States or to or for the account or benefit of any U.S. Person except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the 1933 Act and any applicable state laws. The
Fund has not been and will not be registered in the U.S. There has not been and will not be a public offering of the Shares
in the United States.
INVESTMENT RISKS:
Investment in the Fund carries substantial risk. There can be no assurance that the investment objectives of the Fund will
be achieved and investment results may vary substantially over time. Investment in the Fund is not intended to be a
complete investment programme for any investor. Investment in the Fund is intended for experienced investors who are
able to understand and accept the risks involved.
A prospective investor should appreciate that the value of any investment, and any income from any investment, may
go down as well as up and that an investor’s capital is at risk and the investor may not receive back the amount invested.
Past performance is not necessarily indicative of future results.
Persons considering investing in the Fund should have regard to, among other matters, the considerations described
under the heading “RISK FACTORS” in this Prospectus and the statements set out under the heading “RISK PROFILE” and
“SPECIFIC RISK WARNINGS” in the relevant Supplement.
NOTICE TO INVESTORS IN HONG KONG:
Warning
The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to
exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.
This communication has not been registered by the Registrar of Companies in Hong Kong. The Sub-Fund is a collective
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investment scheme as defined in the Securities and Futures Ordinance of Hong Kong (the “Ordinance”) but has not been
authorised by the Securities and Futures Commission pursuant to the Ordinance. Accordingly, the Shares may only be
offered or sold in Hong Kong to persons who are “professional investors” as defined in the Ordinance and any rules made
under the Ordinance or in circumstances which are permitted under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance of Hong Kong and the Ordinance. In addition, this communication may not be issued or possessed
for the purposes of issue, whether in Hong Kong or elsewhere, and the Shares may not be disposed of to any person
unless such person is outside Hong Kong, such person is a “professional investor” as defined in the Ordinance and any
rules made under the Ordinance or as otherwise may be permitted by the Ordinance.
NOTICE TO INVESTORS IN SINGAPORE:
This document has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this
document and any other document or material in connection with the offer or sale, or invitation for subscription or
purchase, of Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made the subject of
an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor pursuant to Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) or
(ii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.
NOTICE TO INVESTORS IN SWITZERLAND:
Société Générale, Paris, Zweigniederlassung Zürich, is the representative and the paying agent for Switzerland. The
prospectus and KIIDs, the articles of association, together with the annual and semi-annual reports may be obtained free
of charge at the representative’s offices, 50, Talacker, 8011 Zürich, Switzerland. In respect of the Shares distributed in
Switzerland, the place of performance and jurisdiction is at the registered office of the Representative in Switzerland.
Home Jurisdiction of the Sub-Fund: Luxembourg.
NOTICE TO INVESTORS IN JERSEY:
The following selling restriction wording applies when the offer is a “valid offer” under either UK or Guernsey financial
services law:
Consent under the Control of Borrowing (Jersey) Order 1958 (the “COBO Order”) has not been obtained for the circulation
of this document. Accordingly, the offer that is the subject of this document may only be made in Jersey where the offer
is valid in the United Kingdom or Guernsey and is circulated in Jersey only to persons similar to those to whom, and in a
manner similar to that in which, it is for the time being circulated in the United Kingdom or Guernsey as the case may
be. The Directors may, but are not obliged to, apply for such consent in the future.
NOTICE TO INVESTORS IN GUERNSEY:
This communication is only being, and may only be, made available in or from within the Bailiwick of Guernsey and the
provision of this communication is only being, and may only be, made in or from within the Bailiwick of Guernsey:
(i) by persons licensed to do so under the Protection of Investors (Bailiwick of Guernsey) Law, 1987 (as amended); or
(ii) to persons licensed under the Protection of Investors (Bailiwick of Guernsey) Law, 1987 (as amended), the Banking
Supervision (Bailiwick of Guernsey) Law, 1994 (as amended), the Regulation of Fiduciaries, Administration Businesses and
Company Directors, etc. (Bailiwick of Guernsey) Law, 2000 (as amended) or the Insurance Managers and Insurance
Intermediaries (Bailiwick of Guernsey) Law, 2002 (as amended).
The Fund referred to in this communication is not available in or from within the Bailiwick of Guernsey other than in
accordance with the above paragraphs (i) and (ii) and must not be relied upon by any person unless made or received in
accordance with such paragraphs.
NOTICE TO INVESTORS IN THE ISLE OF MAN:
The Fund is not subject to any form of regulation or approval in the Isle of Man. This document has not been registered
or approved for distribution in the Isle of Man and may only be distributed in or into the Isle of Man by a person permitted
under Isle of Man law to do so and in accordance with the Isle of Man Collective Investment Schemes Act 2008 and
regulations made thereunder. The participants in the Fund are not protected by any statutory compensation scheme.
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