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Alpha Insights: Dungeons & Dragons & Drawdowns; March MTD performance of strategy (+1.78%, YTD +8.54%)

The Hits Keep Coming, No Matter the Inning

Given continued market volatility MTD we thought it valuable to give a brief update on our performance and views.
Earlier in the month we dedicated our commentary to outlining why we focus so single-mindedly on constructing
factor neutral portfolios and the benefits of their near-zero correlation return streams. Even if still very pertinent
to current market conditions (not just those we have seen over the last 6-8 weeks, but time and time again over
the years) we won’t go over this again here. Please follow this link https://sandbaram.com/ if you missed our recent
commentary.

Over the last couple of weeks, we have been hit with a barrage of statistics and data points from Banks and Prime
Brokers attempting to place current market conditions for Hedge Funds in historical context. GS PB reported that
the multi-strategy fund cohort suffered one of the sharpest drawdowns on record since early February. More
recently, they highlighted a 4 sigma recovery day for this group as crowding thematics squeeze higher. In our own
universe, the de-grossing levels across US Industrials by certain PBs are also historic in velocity and magnitude.

PBs are quick to point out they are fielding unprecedented levels of incoming from HFs on the data, presumably a
mix of schadenfreude and a desire to assess the extent to which everyone is in the same boat. Ironically, the most
common incoming question around the de-gross and de-risk dynamics remains the age old: 'What inning are we
in?’ Put simply, the question can be translated as both "Thow much more pain is in store?’ and "how long before we
can load up on crowded names again with all our peers?’.

We would make two observations as objective observers with no skin in the game on when crowded portfolios will
start to work again. The first is that we seem to be rewriting the Guinness Book of Hedge Fund Records rather
regularly. As more money chases the same themes with greater levels of leverage (and similar risk models and
constraints), it seems that every year we are subjected to a new raft of 'biggest ever’ and 'worst ever’ dynamics.
Another way to think of this is that the left tails seem to be getting much fatter by the year.

The second observation is that through our process we observe and monitor these crowding dynamics religiously
— but only because we want to avoid any performance or risk exposure to them at all costs. When we read about
these Guinness Book type outlier data points it is a stark reminder of why we do what we do; both why we have
invested so heavily in the risk infrastructure that allows us to take a forensic lens to our portfolio exposure to any
crowded cohort of stocks or theme we can identify and why we will continue to do so.

We are humble enough to recognize it is almost impossible to time when these events will happen and none the
wiser on when the bubbles will pop and for how long. Asking what inning we are in almost represents an admission
that investors have lost control of their own portfolio risk. Once again, it should be clear why we spend so much
time focusing on minimising our exposure to them, and more broadly ensuring our returns are de-correlated from
any and all manner of macro factors. Moreover, if it wasn’t obvious to us before, this most recent period of record-
breaking drawdowns reminds and factor madness reminds us why it was so important for the team to make the
enhancements we did regarding our factor hedging coming into 2025.

We certainly don’t want to have to ask what inning were in with our risk.
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To both of these points, please see the chart below showing our daily returns MTD vs the market and momentum
factor. We would think that most HFs would want to hide their daily data given their direct or indirect exposures
and how investors will be able to more clearly see “what they are paying for”. We certainly have nothing to hide.
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Strategy Enhancements; Dungeons & Dragons, The Relative Valuation Quest

Those investors who have met me over the years will hopefully always be reminded of the consistency of our
process and message. They might also have taken notice of both (1) my rather critical view on valuation frameworks
under ‘traditional’ discretionary fundamental Equity Long/Short Hedge Fund structures (notably regarding their in-
built biases), and (2) my habit of linking what we do to my favourite RPG game, Dungeons & Dragons (D&D).

So not to break the habit of a lifetime, here we go again. For those not fortunate enough to have played, in D&D
players undertake a 'quest’ which normally involves solving many tricky puzzles and defeating monsters in order to
find some treasure or earn some reward at the end. The challenge we observe consistently in discretionary focused
fundamental investing is similar. The 'quest’ is to find the “true’ value of a stock in order to capture elusive
idiosyncratic alpha. The "puzzles" and "monsters" are often not external like in D&D, but instead the human biases
and uncertainties that cloud analysts judgment. Just as a D&D party faces traps and illusions designed to mislead
them, fundamental analysts face market noise, human biases, emotional reactions, and inherent market
unpredictability.

To better equip our analysts against these obstacles and protect our process from its obvious potential pitfalls and
risks, we set about analysing our significant historical performance and attribution data, including how we define
valuation metrics and realised results of how these metrics drive investment decisions. The conclusions were stark
and clear, and as a result we have incorporated a systematic, data-driven relative valuation framework into our
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investment selection and portfolio construction process. This framework acts as a guide rail and as an important
safeguard, with specific decision-making protocols designed to mitigate common human biases and enhance our
ability to navigate market uncertainties in a timely fashion. Ultimately, this helpful cheat code, will much more
often than not lead to a more consistent and successful "quest" for alpha.

Intra-sector Relative Valuation Output

2.5 L 2.5

2.0 -2.0
Q
)
S 154 L 15
v
[«]
()
W
w
2 1.0+ - 1.0
g
g

0.5 4 - 0.5

0.0 4 - 0.0

2 ol Iy A o o2
S Y Y o < S
,Lg'l ,LQ"L ,lo'l ,LQ’L ,lg'l ,Lg'l
AsOfDate

Source: Sandbar Risk Group

We will be expanding on these themes in our March newsletter (ex the D&D bit unfortunately at the request of the
rest of the team), but in the meantime please reach out with any questions.
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Disclaimer

The contents of this document may contain information that s privileged, confidential, or otherwise protected from
disclosure and is to be read solely by the intended recipient(s). If you are not the intended recipient you must not copy,
distribute, publish, rely on or otherwise use this document or the information herein. If you have received this document in
error, please notify the sender and destroy the original message, attachments and all copies thereof.

This document is neither an offer to sell nor a solicitation of any offer to buy the securities of any fund managed by Sandbar
Asset Management LLP ("Sandbar").

The distribution of this document may be restricted in certain jurisdictions. This document is not intended for distribution to,
or for use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law
o regulation, and it is the responsibility of any person or persons in possession of this document to inform themselves of, and
to observe, all applicable laws and regulations of any relevant jurisdiction. In particular, this document is not intended as
marketing of any fund in any member state of the European Economic Area (other than the United Kingdom) for the purposes
of the directive 2011/61/EU on alternative investment fund managers. This document is not intended for distribution in the
United States or for the account of US persons (as defined in Regulation S under the US Securities Act of 1933, as amended
(the “Securities Act”) except to persons who are “Qualified Purchasers” (as defined in the US Investment Company Act of
1940, as amended (the “Company Act”)) and “Accredited Investors” (as defined in rule 501(a) under the Securities Act).

Certain information contained in this document may constitute forward-looking statements, which can be identified by the
use of language such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “believe,” or
comparable terminology. Due to various risks and uncertainties, actual events or the consequences of such events may differ
materially from those reflected or contemplated in such forward-looking statements. While the opinions expressed or implied
are based on estimations and assumptions believed to be reasonable at the time of this document’s creation, there are no

that any estimation or ion has or will materialize. No offer to sell (or solicitation of an offer to buy) will be
made in any jurisdiction in which such offer or solicitation would be unlawful.

The views expressed herein are as of the date hereof and not as of any future date. Information regarding market returns and
market outlooks is based on the research, analysis, and opinions of Sandbar. These conclusions are speculative in nature, may
not come to pass, and are not intended to predict the future of any specific investment. This document is not an
advertisement and is not intended for public use or distribution.

There are ial risks with Sandbar’s i strategies, including the risk of loss of capital. This document
does not purport to discuss all such risks. This material has been produced by Sandbar and in the United Kingdom, this
document is only available to persons who are: (i) investment professionals within the meaning of article 19 of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (“FP Order”); (ii) high net worth companies and certain other
entities falling within article 49 of the FP Order; or (iii) any other persons to whom such communication may lawfully be
made.

It must not be acted, or relied, upon by any other persons. This document is distributed on a confidential basis and may not
be reproduced in any form or transmitted to any person other than the person to whom it is addressed.

No reliance may be placed for any purpose on the information and opinions contained in this document or their accuracy or
completeness. Sandbar believes the information or opinions contained in this document to be reliable but does not warrant
its accuracy or completeness. The estimates, investment strategies, and views expressed in this document are based upon
current market and/or data and provided by third parties and s subject to change without
notice.

sandbar Asset Management LLP is authorised and regulated by the Financial Conduct Authority. Registered in England with
company number OC415626 and registered office at 179 Great Portland Street, London W1W SPL, United Kingdom.

All rights reserved, Sandbar Asset Management LLP (2025).

RIDER FOR THE STRATEGY PERFORMANCE

The investment performance displayed represents the results of Sandbar Strategy Performance data for this time period. The
performance data represents unaudited performance and presented gross of all fees. The Strategy may incur expenses that
had not been previously applicable and such expenses may impact the Strategies performance. The performance results
presented herein assume the reinvestment of all principal, dividends, interest and profits in the Strategy.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.

ADDITIONAL RIDERS

Indices:

The MSCI World Index, which is part of The Modern Index Strategy, is a broad global equity index that represents large and
mid-cap equity performance across 23 developed markets countries. It covers approximately 85% of the free float-adjusted
market capitalization in each country and MSCI World Index does not offer exposure to emerging markets. For further
information on the index, please see www.msci.com/world.

Equity Market Neutral strategies employ sophisticated quantitative techniques of analyzing price data to ascertain
information about future price movement and relationships between securities, select securities for purchase and sale. These
can include both Factor-based and Statistical Arbitrage/Trading strategies. Factor-based investment strategies include
strategies in which the investment thesis is predicated on the systematic analysis of common relationships between
securities. In many but not all cases, portfolios are constructed to be neutral to one or multiple variables, such as broader
equity markets in dollar or beta terms, and leverage is frequently employed to enhance the return profile of the positions
identified. Statistical Arbitrage/Trading strategies consist of strategies in which the investment thesis is predicated on
exploiting pricing anomalies which may occur as a function of expected mean reversion inherent in security prices; high
frequency techniques may be employed and trading strategies may also be employed on the basis on technical analysis or
opportunistically to exploit new information the investment manager believes has not been fully, completely or accurately
discounted into current security prices. Equity Market Neutral Strategies typically maintain characteristic net equity market
exposure no greater than 10% long or short.

The Indices are presented as Sandbar feel that they serve as a useful point of comparison with aspects of the Fund's portfolio
management and composition. The Fund's portfolio will not replicate any Index and no guarantee is given that performance
will match the Indices; it is not possible to invest in any index.

There are significant differences between the Strategies investments and the Indices. For instance, the Fund may use short
sales and leverage and may invest in securities that have a greater degree of risk and volatility, as well as less liquidity, than
those securities contained in the Indices. Moreover, the Indices are not subject to any of the management fees or expenses
that the Strategy must pay. It should not be assumed that the Strategy will invest in any specific securities that comprise the
Index, nor should it be understood to mean that there is a correlation between the Fund's returns and the Indices’
performance. Each Index is included for informational purposes only.

Sandbar Asset Management LLP is a limited liability partnership registered in England and Wales with number 0C415626, and it is authorised and regulated
by the FCA with FRN 801828. Registered office: The Smiths Buildings 179 Great Portland Street * London « W1W 5PL ¢ United Kingdom * +44 (0)203
4054993



	Sandbar Investment Alpha Insight Mar 2025 - Dungeons & Dragons & Drawdowns
	Sandbar Insights disclaimer

