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DISCLAIMER

The contents of this presentation have been prepared solely for the purpose of providing information about David Herrmann
trading as AozoraStep and the services and products he is offering, which are targeted for professional investors only.
AozoraStep is a trading name of Vittoria & Partners LLP ("V&P"). V&P will be appointed to as the investment manager or
adviser to any AozoraStep related products. V&P has seconded David Herrmann (IRN: DXH02219) to undertake regulated
activities under the trading name. V&P is authorised and regulated by the Financial Conduct Authority (FRN: 709710). This
document is intended for Professional Clients only. The opinions and views expressed are those of David Herrmann and may
change without notice and should not be construed as investment, tax, legal or other advice. David Herrmann and V&P do not
guarantee the completeness and accuracy of the information provided and all content can become out of date. Potential
products or services mentioned in this presentation are subject to legal and regulatory requirements in applicable
jurisdictions and may not be available in all jurisdictions. Accordingly, persons are required to inform themselves and observe
any such restrictions. In respect to investments described in this document, past performance is not a guide to future
performance. The value of investments and the income of any financial instruments mentioned in this document may fall as
well as rise and may have tax consequences. The performance of the investment strategy that David is planning to offer is
based on a personal track record and approved by Sedulo for the time period Q1 2019 - Q1 2021 and by HiCloud Accounting
for the time period 2020 - 2024, only with further examinations being done on an occasional basis. All references to
AozoraStep in this presentation should be read in the context of David Herrmann’s secondment to V&P to undertake
regulated activities.
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This slide deck is accompanied by a webinar. You can access
the webinar via the following link:
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https://coherra.beestreamed.com/event?id=Np1Nn5Jm3Dg0
https://coherra.beestreamed.com/event?id=Np1Nn5Jm3Dg0
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STRUCTURAL HEADWINDS FOR THE UK

25% of UK government debt is inflation linked*

Mortgages are generally 2yr or 5yr fixed rate length**

In FY 2022-23, 63% of interest expense was due to index-linked debt (£bn)

Index-linked gilt principal uplift component of interest payable
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Source: https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicsectorfinance/bulletins/publicsectorfinances/june2023,
https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicsectorfinance/bulletins/publicsectorfinances/july2025,
*https://www.dmo.gov.uk/data/pdfdatareport?reportCode=D1A, **https://www.fca.org.uk/publication/research/switching-in-the-mortgage-market-update-

august-2022.pdf
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STRUCTURAL TAILWINDS FOR THE UK

If inflation moves down, the UK could “boom” (as headwinds turn into tailwinds)*

20% of FTSE 100 revenue is from the UK, 55% from FTSE 250 revenue**

UK inflation is moving higher while EU stays UK inflation is highly tied to the variable
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OFGEM, *in my opinion, **https://www.ajbell.co.uk/news/why-ftse-100-beating-ftse-250-so-far-year-and-over-past-
five-years
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DEEP VALUE UK EQUITIES OPPORTUNITY

GS in December 2024: “UK equity markets trade at a 50% discount to the US and a 40%
discount on a sector-adjusted basis. Even compared to Japan, UK has roughly twice the

ROE of Japan but a similar Price-to-Book value”*

Exhibit 1: The UK trades at an extreme discount to the US Exhibit 2: Every sector in the UK is on a discount, almost all in
double-digits
UK relative to US 12m forward P/E MSCI UK vs. US 12m forward P/E discount and Median P/E discount,
last 20 years
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‘AOZOFa Source: *https://www.gspublishing.com/content/research/en/reports/2024/12/13/bcb99822-b919-47e7- 6
99d3-755181123bc2.html
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UK EQUITIES: A DAIRY COW YOU CAN MILK FOR 5 MORE YEARS

In 2007, there were 3,273 UK listed companies, now there are less than 1,700 (<1/3 of US stock market)*

Number of companies trading monthly on the London Stock Exchange (LSE) from
January 2015 to December 2024
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UK EQUITIES: A DAIRY COW YOU CAN MILK FOR 5 MORE YEARS

This year, the UK is on track for biggest year of takeovers since 2021*

Take-private deals see uptick in value
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‘AOZOFa Source: https://pitchbook.com/news/articles/pe-take-private-deals-uk-Ise , https://www.cityam.com/uk-on- 9

track-for-biggest-year-of-takeovers-since-2021/
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TURNAROUNDS
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CONDUIT HOLDINGS
A REINSURER TRADING AT 35% DISCOUNT TO TNAV

'AozoraS’(ep Source: Conduit Holdings 11
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CONDUIT HOLDINGS
A REINSURER TRADING AT 35% DISCOUNT TO TNAV

Conduit's gross premium growth in $m over time
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Source: Conduit Holdings H1 reports 12
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CONDUIT HOLDINGS
A REINSURER TRADING AT 35% DISCOUNT TO TNAV

Conduit: $100-200m of earnings potential at $630m valuation

-

2020H2 2021 H1 2021 H2 2022 H1 2022 H2 2023 H1 2023 H2 2024 H1 2024 H2  2025H1

—Revenue (LHS)

—Net Investment Income (RHS) Profit (RHS)
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Source: Conduit Holdings H1 & FY reports, https://www.conduitreinsurance.com/investors/results-
reports-and-presentations/conduit-holdings-limited/?year=2025 and other years
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REACH
£200M MARKET CAP VS. >£100M OPERATING PROFIT

Reach: Despite declining revenue, profit is maintained
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Source: Reach H1 & FY reports
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REACH
PENSION DEFICIT PAYMENTS THAT MAKE UP % OF VALUATION TO CEASE IN 2028

Reach: Pension deficit is declining and insured Reach: Large reduction in pension deficit
annuity policies are rising sensitivities in just five years
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MJ GLEESON
POTENTIALLY THE FASTEST GROWING HOUSEBUILDER IN THE UK

Gleeson Homes Gleeson Land

Central

'Aozora Step Source: https://www.mjgleesonplc.com/media/rnnd1xpg/mj-gleeson-results- 17
presentation-2025-15-sep-25-final.pdf
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MJ GLEESON
POTENTIALLY THE FASTEST GROWING HOUSEBUILDER IN THE UK

Gleeson Homes would treble profit by doubling homes sold to 3,000 units

13x P/E whilst turnaround in Gleeson Homes is indicated and Gleeson Land is close to Pandemic highs

Gleeson Homes Gleeson Land
Forward order book Gleeson Land portfolio
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Source: https://www.mjgleesonplc.com/media/rnnd1xpg/mj-gleeson-results-presentation-2025-15-
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sep-25-final.pdf, https://www.mjgleesonplc.com/media/h3ahspi3/mj-gleeson-preliminary-
announcement-june-2025-final.pdf
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UK POPULATION GROWS BY 1% A YEAR THROUGH MIGRATION

Net migration in recent years is mostly down to Non-EU migrants by nation arriving in the UK
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https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigration/bulletins/longterminternationalmigrationp
rovisional/yearendingdecember2023
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HOUSEBUILDING NEEDS TO BOUNCE BACK

UK housebuilding starts are at 113k (1yr history) vs. 300k target
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THE IMPORTANCE OF THE OFGEM ENERGY TARIFF A

Wholesale (40%), network
(20-25%), policy (10-15%)
and operating costs (15%)
make up 85-90% of total
energy costs (except during
energy crisis)
-> VAT costs 4.8% and
would lower tariff if

removed

Chart shows uncapped OFGEM tariff (during the
energy crisis the tariff was capped at £2,500

A
5,000
4,000 =
-
3,000 a S
£
2,000 v ‘-‘___-_ =S
< - - -
N1
< S & L& S Y & L Q8 a% % % % 5 H M H
FCLCELCELEETLEE TEETT S S S
o ®Q$ RN ®$$%%Q§,b&®«,<\¢o«oe,«.o%éo
> 227 oV Q\Q’ P AV D7 P 2 P o TS (&
(19\@(19'\‘19(19""19(19'1"19”‘1' S v ¥ > ¥
Headroom allowance Standard credit payment method uplift allowance
VAT Earnings Before Interest & Taxes (EBIT)
mmm Operating costs mmm Policy costs
mmm Network costs mm Adjustment allowance
mm \Wholesale costs Total

$Aozora

Source: OFGEM, https://www.ofgem.gov.uk/energy-regulation/domestic-and-non-domestic/energy-pricing-
rules/energy-price-cap/energy-price-cap-default-tariff-levels
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THE ENERGY MARKET OBLITERATED LIZ TRUSS A

£2,500 energy price cap cost government £40bn* vs. >£100bn estimates**

Without the £2,500 cap during the energy crisis,

UK inflation might have shot up to 20% 700
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Ofgem Tariff in £ per annum (capped during energy crisis)
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WILL THE RATES MARKET OBLITERATE KEIR STARMER? :

Andy Burnham prepares to challenge Keir Starmer

Initially climbing energy prices, then Liberation
Day caused Gilt curve to steepen

The latest OBR forecast

Rate Yield Inflation Growth
3.9 3.2 1.0

. 4.58 . .
3.8 4.74 2.1 1.9
3.8 4.90 2.0 1.8
3.8 5.06 2.0 1.7
3.8 5.21 2.0 1.8

—5yr Gilt Yield 10yr Gilt Yield
—15yr Gilt Yield 20yr Gilt Yield

‘AOZO ra Source: https://obr.uk/economic-and-fiscal-outlooks/, Investing.com 24
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UK INCOME TAX MAKES UP 7 OF TOTAL TAX REVENUE k

Public sector current receipts 2023/24: £1,099 billion
£ billion

Income tax | 277 bn

Nics [ <179 bn
vaT I <169 bn
Corporation tax _ £97 bn
Counciltax | £44bn

Capital taxes - £38 bn
Business rates - £26 bn

Fuelduty [l £250bn
Tobacco & alcohol duties [Jl| £21 bn
Other receipts [ INNEGII 124 bn
Other taxes |G o7 bn

Trends in the four largest taxes
% GDP, 1999/00 - 2023/24
12% -
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NICs
6% _W
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Source: https://commonslibrary.parliament.uk/research-briefings/cbp-8513/ 25
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HIGHLY INFLATIONARY PERIODS ALWAYS HAD MULTIPLE CYCLES

If 1970s were a guide, inflation could climb again from January 2026

If 1940s were a guide, inflation could climb again from March 2026

US CPI1 1970s vs. now
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Source: FRED St. Louis, Galaxy Plus
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CONTACT

AozoraStep

21 Knightsbridge, London SW1X 7LY
David@aozorastep.com
WWW.a0zorastep.com

N [ O

$Aozora
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