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LEGAL DISCLAIMER

The contents of this publication have been prepared solely for the purpose of providing information about AozoraStep
Capital LLP and the services and products it intends to offer, which are targeted for UK based professional investors
only. The opinions and views expressed are those of AozoraStep, may change without notice 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the information provided and all content can become out of date. Products or services mentioned on this site 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 on this website, past performance is not a guide to future performance. The value of investments and the
income of any financial instruments mentioned on this website may fall as well as rise and may have tax
consequences. The performance of AozoraStep is based on a personal track record and audited by Sedulo for the time
period Q1 2019 - Q1 2021 only with further audits being done on an occasional basis. AozoraStep Capital LLP is currently
not authorized by the FCA, but is in the process of authorization. AozoraStep Capital LLP is registered in England and
Wales with registered number 0C436835. Registered Office: 57 Lansdowne House, Berkeley Square, London WIJ 6ER,
United Kingdom. Reproduction or distribution of any materials obtained in this presentation or linking to this
presentation without written permission is prohibited.
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1. INFLATION PEAK?
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CPI EX-ENERGY CLIMBS M-0-M

+1.2% March 2022 CPI Print

Biggest drivers:

-3.8% used cars (4.17% weight)

+0.2% new vehicles (4.1% weight)

+11.7% car and truck rental (0.14% weight)

+3.3% lodging away (0.9% weight)

Of which +3.7% hotels, motels (0.81% weight)
+0.5% rent of shelter (32.32% weight)

+2.0% transportation services (5.6% wgt)
+0.6% apparel (2.56% weight)

+11% energy (7.55% weight) > 0.83% of 1.2%

+1.0% Food (13.41% weight)

+0.6% Medical care services (6.93% wgt)
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+0.4% April 2022 CPI Print

Biggest drivers:

-0.4% used cars (4.04% weight)

+1.1% new vehicles (4.01% weight)

+0.8% car and truck rental (0.15% weight)

+1.7% lodging away (0.99% weight)

Of which +2.0% hotels, motels (0.86% weight)
+0.5% rent of shelter (32.08% weight)

+3.1% transportation services (5.67% wgt)
-0.8% apparel (2.54% weight)

-2.7% energy (8.3% weight)

+0.9% Food (13.36% weight)

+0.5% Medical care services (6.88% wgt)

Source: US Census Bureau 5



PPI DEMAND FOR TRADE AND SERVICES DECLINES

+1.6% March 2022 PPI Print

Final demand goods +2.4%
- Foods +2.5%
- Energy +6.4%
- Finished consumer goods  +0.7%
- Private capital equipment  +0.8%
- Goods for export +1.7%
Final demand services +1.2%
- Trade and services +1.9%

- Transportation and warehousing services
+5.7%

- Finished consumer services +0.4%

- Private capital investment services +0.9%
- Services for export -0.4%

Final demand construction +0.6%
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+0.5% April 2022 PPI Print

Final demand goods +1.3% (33.3% wagt)
- Foods +1.5% (5.7% wgt)
- Energy +1.7% (6% wgt)

- Finished consumer goods +1% (12% wgt)
- Private capital equipment +1.2% (5.7% wagt)

- Goods for export +1.2% (7.1% wagt)
Final demand services  +0% (65% wgt)
- Trade and services -0.5% (20.2% wgt)

- Transportation and warehousing services
+3.6% (4.4% wgt)

- Finished consumer services -0.2% (32% w)
- Private capital investment services +0.6%
- Services for export -0.2% (2.5% wagt)

Final demand construction +4% (1.75% wgt)

Source: US Census Bureau 6



2. GEOPOLITICS
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EUROPE'S RELIANCE ON RUSSIAN ENERGY IS HIGH

- After Uniper and others now also RWE and ENI opened rouble accounts with Gazprombank

* Venezuela oil production may rise 200k b/d with sanctions relief, and production would

take 18 months to rise under relief

* lran oil production could rise by 1-1.5mio b/d with sanctions relief (which is equivalent to

the current SPR release, i.e. Imio b/d)

Energy EU consumption 2019

Oil 38%

Gas 25%

Coal 1%
Renewables 1%
Nuclear power 1%

Hydroelectricity 4%

Energy Imports from Russia

29%
40-45%
54%
20-40%
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Source: Eurostat, Bund.net



EUROPE NEEDS THE IRAN DEAL

Top 10 Consumer in bcmpa Top 10 Producer

us us

EU Russia
Russia Iran
China Qatar
Iran China

Canada Canada
Saudi Arabia Australia

NESED Norway
UAE Saudi Arabia
India EU

in bcmpa
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Source:; IEA 9



ITS NOT ALL ABOUT ENERGY

Semiconductors;

Ukraine is about food & semiconductor gases (50% of world supply)
Taiwan is about semiconductor production (52% of world foundry market - TSMC)

..and countries ruling over this... rule the world

Food:

U.S. Department of Agriculture says China has 69% of world grain reserves in warehouses
Conflicts:

Venezuela, Iran due to energy (oil & gas)

North Korea/South Korea, Taiwan, Ukraine (semiconductors & Ukraine also food)

' AO Z0ra Source: Financial Times, Statista 10



SUPPLY CHAINS HAVE EASED CONSIDERABLY

* Ships inbound LA/Long Beach Port increased from 69 on 13t May to 91 on 18t May

PacMMS start
16 Nov

26 container ships at a berth working cargo + 7 at anchor + 31 slow-speed
steaming or loitering outside the SAQA =
64 total container ships inside 25 miles of LA/LB plus outside SAQA.

60
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20
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Brown + grey = purple

Record high
backup 109 on 9

MX SoCal Capt Kip Louttit klouttit@mxsocal.org (310) 519-3127
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PacMMS New
Queuing System
backup
calculation:
#inside 25mi +
# outside SAQA =
Backup

Per the Master
Queuing List,
there are 31

container ships

whose calculated
time of arrival
(CTA) is before the
time of this noon
report.
These container
ships would be
inside 25 miles
wereit not for the
new queuing
system for labor,
which spreads
them outside the
SAQA across the
Pacific slow-
speed-steaming or
loitering.

Source: Marine Exchange of Southern California 1



3. CONSUMER CONFIDENCE & ECONOMIC CONDITIONS
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US CONSUMER AT 2008 EQUIVALENT LEVELS

University of Michigan Consumer Confidence
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Source: University of Michigan
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IS THE CONSUMER REALLY WEAK? (UK - 1)

* GfK Consumer sentiment to record low of -40 in May vs. retail sales up +1.4% in April

Personal financial situation of household GFK
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' AO Zora Source: Vertu Motors, Bristol Street Motors 14



13,000

12,000

11,000

10,000

9,000

8,000

7,000

6,000

5,000

4,000

IS THE CONSUMER REALLY WEAK? (UK - 2)

Lower priced used cars decline in price, but supply is overall getting tighter

Vertu Motors Used Cars (in £)

06-Apr-22
08-Apr-22
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Bristol Street Motors Used Cars (in £)
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Source: Vertu Motors, Bristol Street Motors
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UK INSOLVENCIES ARE ON THE RISE

UK voluntary liquidations are above pre-pandemic levels

Murmber of insolvendes
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4. HOW THE MICRO FITS THE MACRO
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SHORTAGES CAN OPEN UP OPPORTUNITIES

Portfolio: Centrica, Vertu Motors & Go-Ahead Group British GE’S’

ronesty CONEFICA

Centrica - target £7.5bn market cap:
Trading update revealed earnings per share expectations of GBp 10 vs. GBp 88 market price

Ofgem variable tariff adjustment will lead to less switching: New supplier needs to pay up to 85%
of previous supplier’'s hedging costs when prices declined by >10%

Vertu Motors - target £300mio market cap Vertu

£100mio cheaper than all its competitors Motors:pic

5%+ yield including share buybacks
Car shortages set to continue, but demand has started to decline (could be held up by rental firms)

Agency model a risk - margins to decline to 5% vs. current 7-8%

Go-Ahead - target £600mio market cap Go-Ahead
Return of public transport, 5% dividend yield, healthy cash flows and earnings (7 p/e)

Bus agency model a risk, as it is being implemented in Manchester
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