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Insights January 2026: Scratching Beneath the Surface

Performance MTD: +2.87%

Much is already being made of strong long/short equity hedge fund performance year-to-date,
particularly as it follows what has been widely described as arecord year for hedge funds in 2025.
Headline numbers look healthy. But it is worth stepping back and asking a more important
question:

What has really driven this performance, and what form does this “alpha” actually take?

When a trade continues to work, it is often consciously ignored. Yet once one scratches beneath
the surface, it becomes less clear that diversified hedge fund portfolios are delivering the
orthogonal, uncorrelated risk many investors assume.

Drawing on three independent lenses: (1) Prime Broker performance data, (2) recent investor
conversations, and (3) return decomposition itself; a consistent picture emerges.

Much of the “winning” performance year-to-date appears meaningfully linked to:
¢ Momentum factor exposure
¢ Residual market beta
e Sector factor tilts, most notably net length to Industrials and Basic Materials

These two sectors alone account for roughly 80% of our tradable universe, making such
exposures particularly easy to mask within ostensibly diversified long/short portfolios.

At a peer group level, performance optics are strong. However, once factor exposures are
stripped out, the residual stock selection or asset allocation alpha looks considerably less
compelling than headline returns would suggest.

We addressed this dynamic in our December newsletter, where we highlighted a rising
opportunity set driven not by thematic or sector positioning, but by pure idiosyncratic
long/short, intra-sector dispersion. Crucially, this opportunity set does not rely on beta,
momentum, or macro alignment to generate returns.

We have begun to see this play out in January and believe there is materially more to come. This
is the primary reason we have been comfortable increasing overall portfolio risk and gross
exposure; not by leaning further into factors, but by allocating more capital to genuinely factor
neutral opportunities.

From today’s starting point, we see the asymmetry skewed decisively in favour of higher intra-
sector dispersion going forward. At the same time, risks associated with crowding,
concentration, and correlated positioning in more traditional expressions of risk taking continue
torise.
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Taken together, this makes the case for reallocating risk away from factor dependent
returns and toward true idiosyncratic, factor-neutral alpha increasingly difficult to ignore.

As highlighted in the data below we have near zero beta to the thematics highlighted above
that have been significant equity long/short hedge fund performance drivers of late.
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For Sandbar, this environment reinforces the importance of how risk is taken, not how much.

We are deliberately increasing gross exposure only where returns are driven by idiosyncratic,
intra-sector dispersion and remain neutral to momentum, beta, and sector effects. This is the
part of the opportunity set that scales cleanly, is least vulnerable to crowding, and retains its
efficacy as capital rotates away from factor dependent strategies. In a period where headline
hedge fund performance is increasingly explained by correlated exposures, our focus remains
on delivering repeatable, orthogonal alpha through a disciplined, factor neutral process.

If you would like to discuss any of the above, please contact the team.

Sandbar Asset Management LLP is a Limited Liability Partnership registered in England & Wales with number 0C415626 and is authorised
& regulated by the FCA with FRN 801828. Registered office: Audley House » 13 Palace Street * London ¢« SW1E 5HX ¢ United Kingdom



Disckaimar

T eortienits of this docussnl sy costain isfor ration et b orivilged, confidestial, o ol orotited
Freoen ko ura asd i Vo b raad sobiky by thin itaredind recpesifs]. 1T yoa dne not U s idid red plent peu
st et vigry, ditribate, gublish, sy 08 o oFwreie we this documant of B isfor mathon hirain. I o B
o thi kst s dred, pline netify the sedar nd diinoy e or ifnal Sesage, et asd all
ok Uil

Thii dhocarrmanit b sl thar an oBer 5o el ner & ol ctasos of ay offer b Buy U dscuritee of sy Tund managed
bry Sanelizar Aset Managarast LUP Sandhar].

Tha it ibartion of this deciissin miy be sesinictial is cenain jof sfosss. Thi docisenl & nat nlnded for
hitrigartien L, o for e by any peron o nility is a iy juriidetion or ssuntry e i Sirbation o e
wenskd e csrteiry 1o kel lom of raguliation, and B i e responebility of g pireon o gerie in pesiisien of
thi descurimnil 1o nforss Serriabe of, ind 1o obianv, ol applicakb e ind riguiatoss ol any rikaam
joriedictina, In patiealar, this degurment is it imendisl ai raronting o amy Tund inasy mimber sae of the
Euragesas Easnemic Araa (sthar thas the Usited Kingsos] S th puroie of thea dicective 20080630 an
altersative st bnd Sanagens. Thi docurssl s no? istesded for disiribution is tha Unitbed Stat or for
thir apesunt o US perioss (o defined in fapulatos S usdar the LS Seeurities Aot of 2033, i asended {lha
“Hacuisiti, Bt 7] gl b gt whe ane “Cualifed Pusctnar™ (ai defirsd in e LS Investimest Company
Act el 19040, i a=endied {tha “Cormpirry A2t "]| asd “Recredibid lsveciton™ jas difined is rube S01]a) ande e
Samrae ik et

Carba i ifermatien conlained in thi decusenl miy cosalitals formisH cokisg @alemests, which cisbe
it P by W i 0 L wech i "™ il Tiheald,” Segee),” “Entidoate,” “Langet,” oo’
“avirrate,” belee,” or comparakzbe e rckegy. Dus b wae i ribs and uncentantie, sctad eenti on the
corssquunon of wieh evnts rmay dfer mateiely Fom thede reflictsd o comamplaed is s ferwand-looking
s While tha cpnfons eqeeed o isgied i bised on etimations and ssptom bedsd 1o b
bl ol B s of this dotussent's craation, than ina no axiurinan thil asy ssfmation o msamgtion
i or wll b abse. he offer 1o sl (or sebchanien of in ol 10 buy]will be mada in Gy jarisdonos n which
sech o o dekotaton weuld be unlawful.

T wisrms smzra siid herain are s of the dite bareel asad net as ol any e dise. isfosmasios segardisg marin
el el bt edt ook s based on S niseases, anabals, and epinions of Sendbar. Thiee coschisoss o
sownuki®iag in nature, =y nol cose 1o s, and ane el nlemded 1o predic)l T lutare ol any apectic
il This docamn? b Sl as o dvartisssin asd b nst intendid for public uss o Sivibusos,

Thra e ssbritaritial sk secaiabid with Sa nedluas s irvsitrrin slratagie, nd udisg the sk of los of cipal
This decuimenl dous not purpart 1o dicins l sich s, This materal has bien produced by Sandbar and in the
Uil K g, this discuissenil 4 oaly sl Ltk 1o pericim whaanic |T) nsegiment snokisi onabi within thie
rrmiri g ol artich 19 of th Finascial Sereces asd Pda ket fen 2000 [Financia Prossatien) Ondie 2006 [7FP
Cireias™]; [if) high rant wa ith cosspasias and oeain otbsr antithes Raling withis anide & of s FP Order; or (i)
iy ot geriaa B whiom sach comssunioatios sy leafully b mads.

I it rest B ctind, o v, ugos By ay ether parsons. This decumant b disibouted ona confidential Bk
and sy sal e dhuced in any haerm or L M 2 sy Periis ofwr thin thi gerien 1o whemit B
b ind.

P il s iy o pliind B sy i i ) U [ nfsrmarnticn and epinioss costa red in i docarmast or thadr
ey o oSt Sandbir bl e nforsation o spinks costaned n S decamant 1o be

ol b it s el wade Tl 18 @OCLTECY OF L Tl s tirm i, I it rabingu, and v
i i i W docarmeest G bised apen cusmint Sk cosdithons indfer dins asd isforrmatios providia by
usaTiiated shird partias ind i susject 8o changs withaul notoe.

Al rights resareed, Sandiser At Maragermeest LUP [1025]

Sasalter Asien Mnagerman LUP s sahensed and segulatid by the Fnareisl Condus Auttarity. Rigtired in
Enghasal with caerginy rurmbar OCSLSE26 ared ragitesed offee at 179 Gradt Postland Stresn, Londen W1IW S,
Uil K g

RIDER FOR THE STRATECY PERFORMANCE

Tha iriwestt sl o Torstiinien il iy v e nits e ekt oF Sandbar Stratagy Perionmasce St Nos i time
parical. Tha performance dins sepresants unaudied parformance a d presemied gross of sl fees. The Srangy
Frry indur eoqeertie Thart had et Bean pravisuly sl ek and sch spesses miy iS=pec) e Srnegia
parfarrance. Toe parfor=ancs revalts prasented barsis aviuse th reinsestres of ol princizal, dividesdi,
il e peafis i e Sty

PAET PERFORMMARCE 15 HOT INDICETIVE OF FUTURE RESULTS

AOGTIONAL RIDERS

Ik

Thiw BASCH ‘Wi b v, sovhvich i gt ol T Pebesdirri innclice: Stratany, s @ brosd glotal equity isdis that regnsints
large and sid-cap equily gerlormincs o 135 dirsskoped rmarforts countsik. it covirs sppnad mately 5% ol

thiae T Mesit-aedjesiined e bt cazitabeation isaich coustry and WS Waeld Indie: daes net ol egaiinein
rrvirging rraskins. Fos Sarther isfor it on thie indie, gl s werased sommand

Bty Markit Riratral itratingis a=ploy sopiiiticalind quantilithe Sechniga of analysing price dita 1o isortain
isfor rathon Aot [utan prics moviman? and el itonships bitwsen Secusite, selict itk for parchas
e il Theria cin ischicks both Factor-basad and Suntiabe | ArbiragoTeading siratagin. Factor-haved

i LTl St irved Lk Al g |1 wiiciy 11w iswaslrraest Lhanis i precicatind on U iy et asabpis of
corison ralatiomhi batwaan securities. |5 sy bat ot al cines, porsiebo are conmilractid 1o be il o
G o Frialtighs variaks ki, siich i Braadar sqaity ma et n dellr o Beta s, and krearigpa (s Treguandy
errigboyiad 8o anhands e netam profle of e po soss idestifed Surkrical A Tradisg it lingis cosa kil
ol stratagin inwhich thi imssitmien Susi s pradicated on wpbsitng pridng anomales which may oo aia
Fuisction ol st i rvirisn nbennl n secuity price; high Saguncy eeSnigan Sy be amgleyind
e Wraading tratigis mury ales be ermphoyind o8 e Basis on tachaieal a nalyis or epgostusitie ly boanplol sew
imfor rrathon e iswesi et manager bebese hin s been Fally, complnety or scouramely discoanmind iste

prican. Egquiny Pl ket hactra | Stranagies il by il itain chi et die e squity ar ket

sopron ure no greater than 1058 keng o dheet.

(ST TS

Thwa Ifuwbivni avw grrisasiod as Sandhar bl that iy seres i o usalul poin ol com par den with i et of the
Fusal's perticho masspesent a5l cospostion. The Fand's sostiolio will not replicate vy |idee asd ne
b et b g s that pariormasce wlll Satch thie indions; 1 i nol gois ke b vl inoasy ndee.

Thwrwr e sl proficast M renoas batwin T Strabigies imvtmants o nd e lsdices. Fos imlanos, te Fand sy
i ] il vl Hrweriage sl iy iswail in e cunithen Tl hures @ e e dingres o sk arned volatlity, inowel|
i b Bt Whan i srcurithes costiareed in S |adices. Monsover, B Isdice are et aubject 10 iy of the
massgaerl feas o0 axzensas thal B Sirategy rmuil g 1 dhoukd not be aisumaed that 1he Sirategy sl meest
iy e s i e corm pri T s, ner sSoald it b usderinosd Lo rsen thal teee e corselition
it W Fusals ralurse ased thee indions” gerforssance . Each ndin s ischudbd For isforsational parpe anly.

Sandbar Asset Management LLP is a Limited Liability Partnership registered in England & Wales with number 0C415626 and is authorised
& regulated by the FCA with FRN 801828. Registered office: Audley House * 13 Palace Street * London * SW1E 5HX « United Kingdom



