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LEGAL DISCLAIMER

The contents of this presentation have been prepared solely for the purpose of providing information about AozoraStep
Capital LLP and the services and products it offers. The opinions and views expressed are those of AozoraStep and
should not be construed as investment, tax, legal or other advice. AozoraStep does not guarantee the completeness
and accuracy of the information provided and all content can become out of date. AozoraStep is currently not
authorized or regulated by the FCA, but is in the process of authorization. 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 presentation, past performance is not a guide to future performance. The value of
investments and the income of any financial instruments mentioned in this presentation may fall as well as rise and
may have tax consequences. Reproduction or distribution of any materials obtained in this presentation without written
permission is prohibited.
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1. INFLATION EVERYWHERE
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INFLATION -

+0.5% July 2021 CPI Print

Biggest drivers:

+0.2% used cars (3.47% weight)

+1.7% new vehicles (3.74% weight)

-4.6% car and truck rental (0.21% weight)

+6.0% lodging away (1.04% weight)

+6.8% hotels, motels (0.93% weight)
+0.4% rent of shelter (32.7% weight)
-1.1% transportation services (5.29% wgt)
+0% apparel (2.69% weight)

+1.6% energy (7.17% weight)

+0.2% Medical care commodity (1.5% wagt)
+0.3% Medical care services (7.07% wagt)
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+0.4% expected August 2021 CPI Print

Biggest drivers:
Similar prints to July for August

Energy could be the mover, as prices were
more volatile



INFLATION -

 Energy prices are 50% higher than the
previous all-time-high

UK Energy Prices are at All-Time-Highs
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» Expect peak season Aug-Oct to move
into Nov-Dec

* Logistics chain under strain, plagued
by labour shortage

US$ Shipping Dry Container Freight Costs
are at All-Time-Highs
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INFLATION -

» (Gas storage is lowest since 2013 at this * Acolder than usual winter could slow
time of the year economy
« Able to estimate a “La Nina” cold
winter in October

European Gas in Storage (TWh) is at multi European Gas in Storage is around 100 TWh
years low, but still higher than 10 years ago lower than in 2017 at this time
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INFLATION -

 Chip shortages continue to worsen
» Automotive car production is set to slow
to a 12-year low

Chip Shortages leaves Automotive Car
Production in Decline
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Car inventories are the lowest in decades
Low inventories increase retail seller's
margins, but soon they have not much to
sell

US Thousands Car Inventories have seen a
drastic decline
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INFLATION -
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Labour Shortage remains acute

Signs of easing on the horizon since peak in mid-July

Construction online employment adverts down -27% since mid-July
Logistics online employment adverts down -11% since mid-July

UK Total Job Adverts All Industries remains stable at elevated levels
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e All industries
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OIL PRICE INFLATION -

« Expect oil prices to rise dramatically, if US shale drillers are not back in full force soon
* Underinvestment is already impacting production

* Production uncertainties in Nigeria, Libya, Iran and Brazil

DUC 0Oil Wells continue to decline, while Oil
Production per Rig is stable, Rig count rises
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OIL PRICE INFLATION -

* New outbreak in Fujian Province off coast of Taiwan
* Beijing flights recovered, but with no tolerance Covid policy restrictions can return

quickly

ZEBAA AIRPORT ARRIVALS AND DEPARTURES™
*daily values reflect a trailing 7-day average
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2. HIGHER YIELDS
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US YIELD CURVE -

« 3 highest corporate bond issuance of this year this week

 Government bond issuance faces hurdles:

 Debt ceiling in October

 $3.5trn fiscal stimulus approval

US Treasury Issuance depending on Fiscal

Stimulus

1,600
1,400
1,200
1,000
800
600
400
0
-200

> o o 2 @ & @ © 8 o o

TT 1 Iz:iY?YIY

822582582 2 3 g

== |JSTreasuryNetlssuance

8 Aozora

Nov-20

Jan-21

Mar-21

May-21

Jul-21

2000
1800
1600
1400
1200
1000
800
600
400

0

TGA Balance exhausted, Reverse Repo
topping out

200 }‘AA fl'li’)!\,l

2016-09-12  2017-09-12  2018-09-12

= Reverse Repo Facility

2019-09-12  2020-09-12

Treasury General Account



US YIELD CURVE — HIGHER YIELDS EXPECTED

US Yield curve dynamics from 2008
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3. COVID UPDATE UK
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COVID -

* Scotland's cases trebled after schools reopened mid-August
* No such change in cases reported in England since reopening in September
« Expected 75,000 daily Covid cases in UK not valid = signs of herd immunity

UK Covid Cases climb after schools reopen in Scotland, but stay stable in other regions
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COVID -

UK daily new Covid cases vs. Covid deaths
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RESPIRATORY DISEASES -
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UK Number of acute respiratory infection incidents by setting

E Care home (LHS) Educational settings (LHS) == Total outbreaks (RHS)

Source: Public Health England
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4. WHERE TO FIND VALUE
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TURNAROUND -

e Centrica

British Gas owner with +9mio UK
customers

2/3 on Ofgem tariffs, 1/3 on fixed rates
Upstream gas production hedging
begins 24 months in advance

Signed 15yr Power Purchasing
Agreements with offshore wind farms
at £57.5 per MWh (current prices are
£133 per MWh) starting in 2022

Is signing on new customers from
failing smaller utilities

Biggest competitors: EDF, EON, SSE,
Scottish Power

Legacy contract a drag (£50-100mio)
FCF of £1bn+

£185mio interest expense, £400mio
oil&gas capex, £175mio pension deficit

@ /A\ozora
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BritishGas  Energy Plus Protection Mar2024v20

Fixed rate contract
Early exit fee

© Comparison site exclusive

© includes boiler cover @ Most popular

@ Brighter Future 24 v21

Fixed rate contract

Early exit fee

Bronze Standard - Green Tariff

Cheapest fixed, no exit fee
22 Good to Fix August 2023

Fixed rate contract
Early exit fee

Gold Standard - Green Tariff

Bronze Standard - Green Tariff

30 Months

£100.00

24 Months

£60.00

23 Months

Octopus Exclusive 24M Fixed September 2021 v2

Fixed rate contract

Early exit fee

© Comparison site exclusive

© supplier of the Year

so So Cinnamon Two Year - Green

ENERGY
Fixed rate contract

Early exit fee

Bronze Standard - Green Tariff

Bronze Standard - Green Tariff

24 Months

None

24 Months

£60.00

Source

Additional annual cos

+:¢146.96

(£76.81 pm)

What will | pay?

Additional annual cos

+e173.24

(£79.00 pm)

What will | pay?

Additional annual cos

+:202.71

(£81.46 pm)

What will | pay?

Additional annual cosf

+:210.12

(£82.07 pm)

What will | pay?

Additional annual cos

+:212.80

(£82.30 pm)

What will | pay?

: U Switch

t

20

Choose

plan



