SECOR | WikiGement

SECOR Asset Management

Macroeconomic and Public Equity Update
March 7, 2022

This presentation may not be reproduced or distributed without SECORG6s prior written consent.



Macroeconomy: Brief Update

A Resilient Economic Reports/ Accelerating Inflation / Ukraine Invasion
¢ Market Participants given much to consider in past few weeks

A Most Recent Global Economic Reports Suggest Omicron Weakness Fading
¢ Manufacturing PMIs recovered from January weakness/ new orders point to further strength
¢ Labor markets solid / robust US February employment report
¢ Consumer spending relatively strong in January

A Inflationary Pressures Mounting / Concerns Exacerbated by Commodity Price Surge
¢ Consumer prices in US, UK, and Euro area currently ~B5%#6ver year ago
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A Powell: Fed poised to raise policy rate 25 bps. this week & carefully implement series of further increases
ALYGlIarzy al 22N DS2LRtAGAOLIE 9@0Syilk . NBIFOK 2F | dzyl
¢ New headwind / significant risk for global economy and propelling Russia and Ukraine into severe recessions
¢ Some collateral damage on rest of world inevitably, largely due to higher commodity prices
¢ .dzi 2SN} tf AYLI OG 2y S02y2YAO IOGAGAGE SELISOGSR (2 o
A Assuming realized disruptions to energy supplies remain limited

1. Latest inflation reports: US (February) PCE and core PCE 6.1% and 5.2%, respgetjelyp area (February) HICP and core HICP 5.8% and 2.7%,respeygtyvell,

(January) CPI 5.58ya GS expects UK CPI and core CPI to peak at 8.5% and 5.6%, respagiveApril s E C O R | ASSET
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Preliminary Thoughts Re Impact of Accelerating Conflict on Economic Outlook

A Economies of Russia and Ukraine Will Suffer Deep Recessions This Year

¢ {IyOuA2ya YR NBOSy(fteé I OljdANBR GLI NAFKeé adl Gdza aSOSNB
A Ruble collapsed / inflation accelerating (~10%) / RCB had to raise policy rate to 20%
A Russia is meeting resistance in selling its oil /reported to have recently sold some at a discount of $28 per barrel
At NPOAAGAZ2Y I T E SaltdAaAYlriadSa OdaNNByuate OFftf F2N wdzaaiAl g

A Impact of Conflict on Global Trade (ex Commoditias)d Foreign BankBresumed to be Small/Manageabfe

PR

¢ Spillovers via trade channel not likely to be consequential
A US and European countries have reduced trade flows due texisting sanctions
A Euro area exports to Russia and Ukraine total ~ 1% of GDP

¢ C2NBAIYy olyl1aQ SELR&dNBaverall2z wdza&daAl F LIWISEFNI YFEylF3aSlIot S
A Their exposure to Russia has already declinetl Jgince 2013 when Russli#kraine conflict initially intensified
A Now bank exposures are almost half of those ahead of the 1998 Russian default

Russia and the Ukraine account for ~3.5% and ~0.4% of global GDP, respectively

GS economists estimate that a 10% drop in demand in Russia would lower Euro GDP by 0.1% via the trade channel

JPM Economists source for 2022 GDP estimated

JPM economists: although foreign banks with local legal entities more exposed, overall exposure look manageable __—~_
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Preliminary Thoughts Re Impact of Accelerating Conflict on Economic Q@tiBok (i QR

A Commodity Channel Pivotal Risk for the Global Economy/ Combatants Key Energy & Grain Exporters
¢ Russia major exporter of oil, gas, wheat, and various nfetals
¢ Ukraine major exporter of grains and neon/countries combined account for 30% of global wheat exports
A Oil Prices & Availability Principal Global Concern / Natural Gas & Some Metals Regional/ Industry Concerns
¢ Latest jump in oil prices largely due to risk premia /Sanctions thus far have not included energy exports
A LT wdzaadAil Qa 2Af SELRNIA OdzNIFAt SRE Ll2aairotsS YAGAIAlLY
¢ Natural gas prices major concern for Europe and scarcity of some key metals could affect aut® output

Sharp Rise in Oil Prices Uptick in Wheat Prices
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5. wdzadAl A& “iarkeSt oipRodilibeR ortingaroughly 5 million barrels a day, accounts for 22% of Euro area natural gas supplies arti BthRQa NBS& G &dzZl0LX AS& 2F LI £t F RAdzY ¢

O2YJSNIUSNA YR aSYAO2YRdAzZOUZ2NBED® | I NI AYS adzllLX ASa | o2dzu prz: 2F ¢62NI RQa yS2y UKFEU Ada AYyRAaLISyalotsS LINZ
6. Some auto producers have had to reduce output due shortages of key commodities. Reductions have been modest thus far.
Source: Bloomberg, MS
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RussidJkraine Crisis contributes to rising global agricultural prices

A Agricultural prices have been rising since 2020 Russia and Ukraine are major food exporters
¢ Fertilizer shortage, weather, and COVID labor shortages Share of total global exports in 2020
have underpinned price increases Russia Ukraine
Sunflower seed, safflower or cottonseed oil 18%
Wheat and meslin 8%
A Russia and Ukraine are major cereal and oill Bariey (LI 12%
exporters uinseed EET NN %
¢ Bloomberg Agriculture Subindex is +6.7% since invasion . th 151'%
Started Fertilizers 1%

¢ Ukrainian Black Sea ports have been closed

¢ Major destinations for Ukrainian foodstuffs include the
EU, North Africa, China, and Indonesia

{ =Bloomberg Agriculture Subindex - Last Price

A Large rises in grain prices can be politically sensitive,
especially in emerging markets

¢ High grain prices in 20114 are thought to have
contributed to the Arab Spring

¢ This could mean that EM central banks will prioritize
inflation management . ,1996- 1997 1?98 1999 ZOQ(‘)‘ZOOL_ZOQZ“ 2003 | 2004 | 2005 | 2006 2007 2008 2009 | 2010 20‘111__3012 2913 2014 | 2015 | 2016 | 2017 | 2018 2019 | 2020 | 2021 i———

SourceThe Russian invasion of Ukraine could raise food prices worldwie Bloomberg, OEM _—~
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https://www.vox.com/future-perfect/2022/2/27/22950805/russia-ukraine-food-prices-hunger-invasion-war

Forecasters Reassessing 2022 GDP / Inflation Outlook

1.

A US: Direct Effect On Economic Activity Limited Thus far but Exacerbating Inflationary Concerns
¢ Higher oll prices increasing expected inflation / self sufficient in natural gas & an exporter
¢ Financial conditions have not tightened materially

¢ Expected 2022 GDP growth rate reduced 20 bps. to 3.8%/gr@hmflation rate raised 50 bps
A EuroArea Economy: Significant Increase in Inflation/ Offsets to Soften Effects on Growth Possible
¢ Farreaching sanctions likely to slow growth / supportive government policies expected to cushion effects on consumers
¢ Halt of Nord Stream 2 pipeline likely to keep natural gas prices elevated
¢ 9/ . Qa4 HnHH TFT2NBOIFalday D5t NBRIzOSR on o60LAP® G2 ody: Kk A
A UK Economy: Inflation Expected to Peak at ~8% in April & Stand at ~6% at Year End
¢c WAAAYy3d SYSNHeé& LINAOS&az fINHSteée RdzS (2 2Af3x 2yfte
¢ Limited tightening in financial conditions thus far in response to conflict
¢ Expected 2022 GDP growth reduced to 3.6% / CPI forecast raised 40 bps
A Global GDP Forecast for 2022 Revised to 3.9% from 4.6%
¢ Severe recessions in Russia and Ukraine account for roughly half of reduction

D{ SO02y2YAaiaqQ Nz Sa 2F GKdzyo bwmn LISNI 06o6f d Ay ONBI a SDpsibyt loweksSSDR.IMIwD By judtEinder 8-pt 6 2 2 a i a :{&NB t/9 o0& odp 0O
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Global Macroeconomic Backdrop

New Cases and Global Mobility Manufacturing PMIs: Output Indices
% relative to pre-pandemic avg, 7-day avg New cases/million, 7-day avg
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A New global Covid9 cases down significantly from A Global manufacturing PMIs rebounded in February as
January peak the Omicron wave that slowed industrial activity in
A Economic activity edging up from recent trough ) Januar.y fade.d. _
A Industrial activity grew at a faster pace in most large
economies including the UK, US, and China in
February. Russia and Japan , where emergency
measures were extended, were laggards
Source: Google, OWID, JPM, Markit, CE -~
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Global Macroeconomy Backdrop

Global Manufacturing: Leading Indicators Global Manufacturing: Delivery Times/Backlogs
_ DI, sa; both scales
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A Global new orders PMI rose 1@oint last month and A Supply constraints are still a major headwind but they are
more than reversed the slight decline in January starting to ease

A The strong signal from the ratio of new orders to inventory A Delivery times PMI edged up in February to ~4.5 points
PMI is also reassuring. It suggests that Omicron weakness above October trough

was weighing more on production than demand at the A Backlogs of work PMI has also improved slightly since mid
start of the year 2021
Source: Markit, JPM "
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Global Macroeconomy Backdrop

PMI Output Price
DI, sa
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A Output prices continuing to rise

A Although latest economic activity and output measures

reassuring, price pressures are an ongoing concern

Source: Markit, JPM

Net Commodity Exports / FX Changes
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Rising commodity prices create winners and losers
Importers experience downward pressure on

growth & their currencies. In contrast, the effects
for exporters generally positive
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s ECO R | GiEEEEMENT



Policy Rates: Hawkish Tilt in 2022

Market Pricing of Future Policy Rates: Current vs. Year Ago

CSRQ& CdzyRa wl (S 9/ . Qa wSLXR2 wldSs
\\_~
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A Hawkish tilt vs. year ago attributed to inflation atiécade highs & escalating Ukraine conflict

A Inthe US (left chart) markets have pulled forward expected policy tightening (red line). Yet cumulative total of hikes and
terminal rates essentially unchanged

A Markets are currently pricing a faster pace of hikes by the ECB (right chart) from a year ago and terminal rate is higher but
still below 1%.

Source: Bloomberg BlackRock. Charts show pricingye&f forward overnight index sumps. For example, last points on eachstiwws lyear OIS rate-4fear forward. -~
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Rate Normalizatiom Terminal Rate

A Neutral Rate (r*) Assumption Lodestar for Policy Rate

¢ Theoretical rate that keeps economy growing in line with potential & inflation stable
A Determined by demographics, productivity growth, & saving
¢ Terminal/neutral rates: still tracking our neutral rate assumptions

A Market implied 2023/24 policy rates at below neutral ~2%2.5%

OIS Implied Policy Rate
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1. AfRevisiting Neutral Real & &ey®M Ansespinninus: Demnographicq akbbaging 2j16bal @gpulation increasing desired saving
Source: Bloomberg, Refinitiv __~
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Cyclical Conditiors Inflation/ Employmentt Can Requir®eviations from Neutral

Real US Policy Rate & 30-Year Treasury Yield
10 1 Real fed funds rate [ ii
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A Over the past 50+ yearsal policy ratehas been at A Based on indicators such as letegm sovereign
or below neutral for the most part bond yields, londerm inflation expectations-
A But there have been times, particularly in early albeit up from recent lows- are still largely
1980s, when policymakers have had to raise rates contained
significantly above r*or neutral to quell inflation A Market participants seemingly believe that raising
A Currently real policy rate is far below neutral policy rates to normal and unwinding of severe

supplydemand imbalances should quell inflation

Source: Refinitiv, NY Fed, Bloomberg _—
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Market Performance Through March 4, 2022

Source: Bloomberg
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Public Equity Update

__—
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IPO Update 2021

Number of US IPOs (excluding SPACs)

A The number of US IPOs reached its highest  ___
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Aggregate IPO Proceeds (excl. SPACs, SB, 2021 Terms)

A And IPO proceeds set a record in 2021. $140 110
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https://site.warrington.ufl.edu/ritter/ipo-data/

IPO Update 2021

Proceeds-Weighted Mean First Day IPO Returns

A First day returns were above average in 2021, o
but down substantially from the prior year. "
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IPO Update 2021

A Median company age at IPO in 2021 wakria
with the postTMT Bubble average.

A And the trend toward dual share classes
accelerated in 2021.

Source: Professor Jay Ritter, University of Flotiel@: Data Jay R. Ritter (ufl.,edupECOR.
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https://site.warrington.ufl.edu/ritter/ipo-data/

IPO Update 2021

A There were nearly twice as many IPOs for
SPACs in 2021 than for operating companies.

Number of US Operating Company & SPAC IPOs
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A And for the second consecutive year, SPAC IPO -
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IPO Update 2021

A And while SPAC issuance was strong in 2021, SPAC IPOX SPAC Index
performance has been dismal since peaking in 10
. 900
mid-February 2021.
800
700
¢ An index of SPACs has fallen 40% from its 17 600
February 2021 high. 500
400 (=] [=] = (=] (=] (=] — - - — - - - — — - — — o~ [ ]
Renaissance IPO Index
A And an index that tracks the performance of 900
traditional operating company IPOs is also 40% off >
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IPO Update 2021

A The average IPO has been a poor performer
historically, especially for companies without
earnings.

¢ This assumes that an investor was able to participate
at the offering price. Returns are approx. 6%/yr.

lower for investors that theoretically bought at the
close of first day.

A More than half of all IPOs are trading below their
offer price five years after going public.

Source: Professor Jay Ritter, University of Flotiel@: Data Jay R. Ritter (ufl.,edupECOR.
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