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Bank Failures Are Back

= Silicon Valley Bank was taken over by the Federal Deposit Insurance Corp
(FDIC) on Friday to pre-empt a run on the bank, becoming the second
largest US bank to fail. The Treasury Dept. also announced over the
weekend that the FDIC would take control of Signature Bank of New York.

= All depositors will be made whole and have access to their funds on
Monday; equity holders and certain debt holders wiped out.

= Bank stocks tumbled on 10 March 2023, falling 8% on fears of more failures
and banks being inadequately capitalized.

= SIVB and SBNY were especially vulnerable to rising rates and deposit
withdrawals from their extreme levels of loans & securities as a percentage
of deposits and extreme low levels of stickier retail deposits as a percentage
of total deposits.

= Banks in the US remain well capitalized, although the aggregate Tier 1 ratio
has decreased recently with the rise in interest rates.

Sources: FDIC, Bloomberg, JPMorgan.

__—~
SECOR | i3 Gement

US bank loan-to-deposit ratios
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Earnings Quality — The Quantity and Quality of Earnings Is Falling SECOR | i3%5heuen

= The purpose of accrual accounting is to match the recognition of revenue with related expenses when revenue is earned.
Accruals are the non-cash component of earnings, i.e., the timing difference between reported earnings and cash flow.

— When reported net income exceeds cash flow from operations, earnings are considered to be of low quality.

= Recently, high levels of accruals have led to the widest discrepancy between Net Income and Cash Flow in the last 30+ years.
— YTD thru 30 Sep 2022, Net Income (adjusted for amortization and depreciation) topped Cash Flow from Operations by 14%.

Corporate America's Earnings Quality Worsens
Most S&P 500 firms see cash flows trail earnings by a big margin

B Net Income adiusted for deprecation & amortization B Cash flow f
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Sources: UBS, Bloomberg.



Earnings Quality — The Quantity and Quality of
Earnings Is Falling

= The bulk of the spread is attributable to an increase
in accruals related to working capital, most notably
from a surge in inventories.

— Continued supply chain issues, potentially misjudged
demand, earnings "management" are possible reasons
for an increase in the spread.

— Inventory build-up has been broad based, cuts across
virtually all sectors. Symptom of impending recession?

= 2023 consensus earnings expectations continue to
be reduced.

— Consensus earnings growth in the US for 2023 has
contracted from 4.6% at the beginning of the year to
1.0% at the end of February.

Sources: FactSet, Morgan Stanley Research, Credit Suisse.
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= niventory to LTM Sales

Analysis using S&P 1500 ex Financials, Real Estate & Utilities.
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IPOs — A Terrible 2022
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= 2022 was one of the worst years ever for traditional (non-Special Purpose Acquisition Company) IPOs.

— Just 38 IPOs in 2023 after 311 in 2021.
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— Aggregate proceeds of $S7 Billion was the lowest since 1984; approx. half of the aggregate proceeds in post-TMT bubble 2003 and GFC 2009.
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Sources: Professor Jay Ritter Data Library, SECOR.
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= And after a brief moment in the sun, SPAC activity is Number of SPAC IPOs Agg. SPAC IPO Proceeds
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2023 (400 in Q1) that have yet to close on a merger
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= The weak IPO market impacted Private Equity exits
in 2022, most notably Venture Capital (VC).

— Total value of US Buyout exits in 2022 was $323B, well off
of 2021's record smashing pace but near that of more
recent years despite the weak IPO market.

— Total value of VC exits were not as resilient in 2022,
slipping to just $71B, well behind not only the 2021
amount, but also weak compared to recent years.

— Exits via IPO for Buyout-backed companies: 2 companies
in 2022 (versus average of 29 companies/yr. over the
twenty years prior).

— Exits via IPO for VC-backed companies: 14 companies in
2022 (versus average of 66 companies/yr. over the
twenty years prior).

Sources: The SPAC Insider, Professor Jay Ritter Data Library, SECOR.




Private Equity Multiples — Warning Sign?

= Although acquisition multiples measured on an
EV/EBITDA basis have changed very little over the
past few years, they have nearly doubled over the
past couple of years on an EV/Sales basis.

— Would seem to indicate an increasing share of deals for
lower EBITDA margin companies.

* There have been modest shifts in the sector mix of
PE acquisitions over the past two years.

— Increase in IT deal value (2012-2020 avg. = 17%; 2021-
2022 avg. share = 26%).

— Decrease in Energy (11%—2>6%), B2C deal value
(19%>13%).

— Overall, suggests lower quality businesses have been
acquired recently, or at least businesses with much lower
margins.

Sources: Pitchbook, SECOR.
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The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions
contained herein. SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement
memorandum or other offering document.

Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions
expressed herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources
and/or prepared by third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the
accuracy or completeness of such information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the
firm as a whole.

This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ
materially from those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no
guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions
made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.

Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently
subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased,
sold, or recommended for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual
returns may have no correlation with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s
investment recommendations in the future will accomplish its goals or will equal the illustration provided herein.

The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any
obligation to update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. Itis
provided for background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any
risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to
his/her/its specific portfolio or situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are
provided by SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an

investment adviser with the Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.

Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.
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