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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 offers, which are targeted for professional investors only. The opinions
and views expressed are those of AozoraStep Capital LLP, may change without notice and should not be construed as
investment, tax, legal or other advice. AozoraStep Capital LLP 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the information provided and all content can become out of date.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 in this publication, past performance is not a guide to future performance. The value of investments and the
income of any financial instruments mentioned in this publication may fall as well as rise and may have tax
consequences. The performance of AozoraStep Capital LLP is based on a personal track record and approved 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, and hence, until authorized,
AozoraStep Capital LLP is not allowed to manage capital. However, the members of AozoraStep Capital LLP might hold
positions in any investments described in this report. AozoraStep Capital LLP is registered in England and Wales with
registered number OC436835. 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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TODAY'S TOPICS

1. US data: Recession or Depression?

2. European Energy Crisis — what next?
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1. US DATA - RECESSION OR DEPRESSION
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ARE WE AT A TURNING POINT?

+1% May 2022 CPI Print

Biggest drivers:

+1.8% used cars (3.99% weight)

+1.0% new vehicles (4.03% weight)

+1.7% car and truck rental (0.15% weight)

+0.9% lodging away (1.01% weight)

+12.6% airline fares (0.66% weight)

+0.6% rent of shelter (32.07% weight)
+1.3% transportation services (5.83% wgt)
+0.7% apparel (2.49% weight)

+3.9% energy (8.3% weight)

+1.2% Food (13.42% weight)

+0.4% Medical care services (6.87% wgt)
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+1.3% June 2022 CPI Print

Biggest drivers:

+1.6% used cars (3.99% weight)

+0.7% new vehicles (4.03% weight)

-2.2% car and truck rental (0.15% weight)

-2.8% lodging away (1.03% weight)

-1.8% airline fares (0.76% weight)

+0.6% rent of shelter (31.92% weight)
+2.1% transportation services (5.86% wgt)
+0.8% apparel (2.46% weight)

+1.5% energy (8.67% weight)

+1.0% Food (13.42% weight)

+0.7% Medical care services (6.82% wagt)

Source: U.S. Bureau of Labor Statistics
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WE ARE IN A RECESSION, ARENT WE?!
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PRIVATE DOMESTIC INVESTMENT

FRED ::-53; — Gross Private Domestic Investment
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INITIAL CLAIMS ARE LEADING UNEMPLOYMENT LEVEL

Initial Claims have been rising for four consecutive months
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US INTEREST RATES BACK BELOW BREAKING POINT

10-yr yields - Fed Funds indicate Recession Feq | Rate(priced | Rate (priced
15th June eod) | 29th July eod)
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December 3.60 3.24
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—— Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment September 0.00 0.38
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10-Year Treasury Constant Maturity Minus Federal Funds Rate, Percent, Daily, Not Seasonally December 0.92 0.86
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2. EUROPEAN ENERGY CRISIS
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RUSSIA WILL ADJUST GAS FLOWS TO OPTIMIZE PRICING

Pipeline/LNG
carrier

Russia Yamal
Pipeline
Russia Nord
Stream Pipeline
Russia Ukraine
Pipeline
Russia
TurkStream
Pipeline
Russia Blue
Stream Pipeline
Russia LNG
Carrier
Total

Difference
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EU imports
2019 (in TWh) (an

358

596

433

347

173

228
2134

Realistic Worst case | Best case
scenario Scenario Scenario
imports imports imports
nualised in (annualised in (annualised in
TWh) TWh) TWh)
0 0 0
238 0 596
87 87 173
347 347 347
173 173 173
228 0 228
1073 607 1517
-1061 -1528 -618

Pipeline/LNG
carrier

Norway pipelines

Norway LNG
Carrier
Qatar LNG
Carrier
Algeria Pipeline
Algeria LNG
Carrier
Libya Pipeline
US LNG Carrier
Nigeria LNG
carrier
Trinidad and
Tobago LNG
carrier

Other LNG carrier

Total
Difference

Source: https://mondediplo.com/maps/gas-pipelinest#&gid=1&pid=1, Reuters

Realistic Best case | Worst case
EUimoorts scenario Scenario Scenario
2019 (irIIJTWh) imports imports imports
(annualised in (annualised in (annualised in
TWh) TWh) TWh)
1065 1200 1200 1200
59 59 59 59
293 293 293 293
205 300 300 300
98 98 98 98
49 49 49 49
166 661 992 400
127 127 127 127
59 59 59 59
49 100 100 100
2170 2946 3277 2685
776 1107 515
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EU GAS STORAGE LEVELS ARE AT AVERAGE LEVELS

EU Gas in storage is up y-o-y, but down vs. 2019
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EUROPE'S NUCLEAR POWER DISASTER

EdF cut France’s nuclear power production from 330-360 TWh to 280-300 TWh for 2022
and from 340-370 TWh to 300-330 TWh for 2023

Total loss in TWh for 2022: 80-100 TWh

Renewables in UK grow at around 1-3 TWh per year, hence not enough to replace nuclear

Country Power Plant
UK Hinkley Point B
Germany Isar 2
Germany Emsland
Germany | Neckarestheim 2
Belgium Doel 3
Belgium Tihange 2
UK Heysham 1
UK Harlepool
UK Heysham 2
UK Torness
Belgium Dohel 4
Belgium Tihange 3
UK Sizewell B
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Closing Nuclear Power Plants
Closure Date

Aug-22
Dec-22
Dec-22

Dec-22

end 2022
Feb-23
2024
2024
2028
2028
2035
2035
2055

Twh
6.75
9.45
6.75

8.78
6.75
6.75
6.75
6.75
6.75
6.75
6.75
6.75
6.75

Source: EdF, Centrica, World-nuclear.org
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COAL TO THE HELP? FRACKING?

+ Germany aims to cover 1-2% of gas consumption via coal (10-20 TWh)
* Only 1 of 16 coal-fired power plants registered for reactivation
» Low water levels of Rhine river complicates coal transport

* Fracking is in discussion in Germany and the UK

’AOZO ra Source: Reuters 14



