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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 is intending to offer, 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information provided and all content can become out of date.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 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 AozoraStep Capital LLP is planning to offer is based on a personal track record and approved by
accounting firm 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. AozoraStep Capital LLP is currently not authorized and
regulated by the FCA, and therefore, is not allowed to provide financial products and services. AozoraStep Capital LLP is
registered in England and Wales with registered number OC436835. Registered Office: 21 Knightsbridge, London SW1X 7LY,
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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WHY THE FED SHOULD CUT RATES NOW
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THE 1990 ANALOGY: RATES & INFLATION
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RESTRICTIVE INTEREST RATES

THE 1990 ANALOGY

US Interest Rates remain restrictive
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1990 ANALOGY: RATE CUTS ARE AHEAD?

US 10yr-Fed Funds now at +50bps
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THE 1990 ANALOGY: SHORT-TERM OIL SPIKE

Iraq's Kuwait invasion led to short-term oil spike
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THE 1990 ANALOGY: INTEREST RATE CUTS

Today’s interest rates and

1990 interest rate and yield curve changes using
yield curve changes 1990/91 changes

10yr UST - 10yr UST -

Date FEDFUNDS Fed Funds Date FEDFUNDS Fed Funds
1990-04-18 8.27 0.56 2025-12-19 3.64 0.51
1990-08-15 8.13 0.58 2026-04-17 3.50 0.53
1990-11-28 7.56 0.73 2026-07-31 2.93 0.68
1991-01-09 6.40 1.78 2026-09-11 1.77 1.73
1991-04-17 5.69 2.31 2026-12-18 1.06 2.26

‘AOZO ra Source: https://fred.stlouisfed.org/series/DFF , Market yield of 10yr UST, proprietary models 8
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THE 1990 ANALOGY
TAKEAWAYS

What happened in 2025 was extremely unusual. We came out of the longest yield curve
inversion ever recorded*, and the Fed suddenly stopped cutting interest rates. Then, in the
second half of 2025, the Fed began cutting rates again**. This frequence of events has only
happened once before: In 1990. However, back then, the reason for not cutting earlier was

the invasion of Kuwait by Iraq, which caused a short-term spike in oil prices. This has not

happened this time — we only had Trump being elected and Liberation Day, and the resulting
spike in inflation expectations scared the Fed***. In my opinion, the Fed got it wrong all the

way yet again, which could result in panic in the months ahead.

Source: *https://www.aozorastep.com/US%20vield%20curve%20history.pdf,
OAozora **https://fred.stlouisfed.org/series/DFF, ***https://tradingeconomics.com/united-states/michigan- 9
5-year-inflation-expectations
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THE DUAL MANDATE: EMPLOYMENT

8@ AozoraStep
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RISING UNEMPLOYMENT, NO JOB CREATION

We have had a record 32 months of rising unemployment rate without recession
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Source: https://fred.stlouisfed.org/, unemployment rate, nonfarm payrolls all employees total
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RISING UNEMPLOYMENT, NO JOB CREATION

The US job market has stalled
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THE DUAL MANDATE: EMPLOYMENT
TAKEAWAYS

Policy makers have been telling us all year long that the labour market in the US is balanced
and does not warrant interest rate cuts. And yes, one might argue that unemployment at
4.4% is solid. But what’s unprecedented is that this relatively low unemployment rate has
been climbing for over 32 months without causing a recession*. Nonfarm private payroll

growth has stalled since Liberation Day***, jobs openings have not climbed (or fallen) since

September 2024**. This has only occurred once before: During Trump’s first term ahead of

Covid. The risk of a major crisis in the job market is therefore extremely high purely based on

historic movements of the above mentioned variables.

Source: *https://fred.stlouisfed.org/series/UNRATE,
OAozora **https://fred.stlouisfed.org /series/ADPWNUSNERSA, ***https://fred.stlouisfed.org/series/JTSJOL 13
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WHERE IS THE INFLATION?

8@ AozoraStep
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HOUSE PRICES ARE RISING SLOWLY

US house prices are rising slightly slower than historically
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HOUSE RENTAL PRICES ARE RISING VERY SLOWLY, TOO

A big diversion between actual market rent and survey based expectations that are part of US CPI
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emm|Jnited States Zillow Observed Rent Index ZORI (Single Family Residence Smoothed)
Owners' Equivalent Rent of Residences in U.S. City Average (25% of US CPI, 30% of US Core CPI)
’Aozora Source: https://www.zillow.com/research/data/, https://fred.stlouisfed.org/series/CUSROO00SEHC 16
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THE LARGEST PART OF US CPI IS BASED ON HOW
SOMEBODY ANSWERS A QUESTION

2. What explains the difference in relative importance between rent and OER? ¥

The expenditure weight in the CPl market basket for OER is based on the following question that the Consumer Expenditure Survey asks of consumers who own
their primary residence:

"If someone were to rent your home today, how much do you think it would rent for monthly, unfurnished and without utilities?”

The expenditure weight in the CPl market basket for Rent is based on the following guestions that the Consumer Expenditure Survey asks of consumers who rent
their primary residence:

"What was your total rental payment for (reference month) for this unit? Include any extra charges for garage or parking facilities, but do not include
direct payments by local, state or federal agencies.”

From the responses to these questions, the CPI program derives estimates of total annual expenditure on Rent and OER for each of the index populations. The

higher relative importance for OER reflects that the average implied rent for homeowners is larger than the average rent of renters, coupled with the fact there are
more owners than renters. More information is available on the relative importance page.

Source: https://www.bls.gov/cpi/additional-resources/rent-oer-
OAozora faq.htmi:~:text=The%20expenditure%20weight%20in%20the,on%20the%20relative%20importanc 17

e%20page
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MORTGAGE APPLICATIONS ARE RISING

Composite Index vs 30 Yr Fixed
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USED VEHICLE PRICES ARE STAGNANT FOR YEARS

Manheim Used Vehicle Value Index
December 2025
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LOWER FOOD PRICE INFLATION IS NECESSARY

At 3.1% in December 2025 (y-o-y) food price inflation remains too high (makes up 13% of US CPI)
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WHERE IS THE INFLATION
TAKEAWAYS

The answer to the question “Where is the inflation?” is straight-forward: In owners’
equivalent rent of residences in US cities* and in food**, which combined make up around
40% of US CPI (25% & 13% respectively***). The food component is certainly partly down to
tariffs. Food processing companies have slim margins. Hence, any hike in tariffs will nearly be
fully passed on to consumers (e.g. Hilton Food Group’s seafood business****). However,
owners’ equivalent rent of residences in US cities is a survey. And this survey has moved in
totally opposite directions compared to the Zillow observed rent index***** since October
2025 (i.e. inflation of actually listed rental homes see one of the lowest inflation over the last
decade). This is very odd. All other components see very little to no inflation at all: house
prices are rising slower than over the last two decades, used car prices haven’t moved in two

years, and lower rates could reduce mortgage payments via more refinancing.

Source: *https://fred.stlouisfed.org/series/CUSRO000SEHC, **https://fred.stlouisfed.org/series/CPIUFDSL,
'AOZO ra ***https://www.bls.gov/news.release/pdf/cpi.pdf, ****https://www.gurufocus.com/term/tariff-score/FRA:FAG,
***x*x*https://www.zillow.com/research/data
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THE ENERGY OUTLOOK
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NORTH AMERICA’S LNG EXPORT CAPACITY COULD
MORE THAN DOUBLE BY 2029

North America liquefied natural gas export capacity by project (2016-2029) /.j
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— Qatar to add +4.5bcf/day (33m tonnes pa) in 2026, +2.1bcf/day by 2027

Source: https://www.eia.gov/todayinenergy/detail.php?id=66384, https://gna.org.ga/en/news/news-
etails?id= -gatar-to-up-Ing-production-capacity-to-142-million-tons-per-year-by- -Says-

$Aozora details?id=0028 | ducti i 142-milli by-2030 23
minister%C2%A00f%C2%A0state%C2%A0for%C2%A0energy-affairs&date=25/02/2024
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DESPITE RISING LNG EXPORTS AND COLD WEATHER,
GAS IN STORAGE IT AT HISTORIC AVERAGE

Working gas in underground storage compared with the 5-year maximum and minimum

billion cubicfeet
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US OIL STOCKS ARE NOT AT CONCERNINGLY LOW LEVELS

U.5. Crude Oil Stocks
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US GAS RIGS ARE UP +25% OIL RIGS DOWN -15% Y-O-Y

Most of the US Oil Rig Decline is substituted by Gas Rigs
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EU GAS IN STORAGE COULD END THE WINTER AT
THE LOWEST LEVEL SINCE 2022

European gas in storage is >10% lower than last year at as of 2nd February 2026

22/11/2018  22/11/2019  22/11/2020 22/11/2021  22/11/2022  22/11/2023
et Gas in storage (TWh) (left axis) Full % (right axis)

22/11/2024

120.0

100.0

80.0

60.0

40.0

20.0

0.0

22/11/2025

$Aozora

Source: https://agsi.gie.eu/data-overview/eu



https://agsi.gie.eu/data-overview/eu
https://agsi.gie.eu/data-overview/eu
https://agsi.gie.eu/data-overview/eu

THE ENERGY OUTLOOK
TAKEAWAYS

The energy outlook is another positive note in terms of a decline in inflation. Over the next
two years, the equivalent of twice the size of total European gas storage amount of LNG
export capacity is coming online (>2,000TWh or >20bcf/day)*. This is the reason why
European gas prices are not spiking higher despite showing the lowest amount of gas in
storage at this point of time in the year since the weeks before the Ukraine invasion**. US
natural gas prices are not rising either due to a 25% increase in US gas rigs and higher natural
gas production as a result of it***, Oil and oil product storage levels are also not at critical

levels, without showing signs of supply shortages (at least in the US)****,

Source: *https://www.eia.gov/todayinenergy/detail.php?id=66384, https://ana.org.qa/en/news/news-details?id=0028-gatar-to-up-Ing-production-

'AOZO ra capacity-to-142-million-tons-per-year-by-2030,-says-minister%C2%A00f% C2%A0state% C2%A0for%C2%A0energy-affairs&date=25/02/2024, ** 29
https://agsi.gie.eu/data-overview/eu, ***https://rigcount.bakerhughes.com/na-rig-count, ****
https://www.eia.gov/petroleum/supply/weekly/pdf/wpsrall.pdf
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THE OUTLOOK
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RISKS AND OPPORTUNITIES

Mag 7 are seeing some investor backlash, question Al return on investment

Company Market cap in Sbn Netincome Multiple Capex Y-O-Y Stock % change

Alphabet 4,100 140 29.3x 139 +69%
Amazon 2,550 85 30x 125 0%
Apple 3,960 168 23.6X 15 +18%
Meta 1,750 90 19.4x 125 -1%
Microsoft 3,050 124 24.6x 100 0%
Nvidia 4,380 170 25.8x 10 +55%
Tesla 1,320 4 330x 20 +10%

'AOZO ra Source: Quarterly reports of individual companies (latest as of 3™ February 2026), own estimates



THE BIDEN WORLD MAP
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THE CURRENT/POTENTIAL TRUMP WORLD MAP

‘ Western support Neutral . Global South support
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RISKS AND OPPORTUNITIES

Markets continue to be moved by geopolitics (Ukraine war, Iran escalation, Taiwan fear) and
the Al build-out with the potential for a bubble bursting (return on investment fear like in the
dotcom bubble). This does not form a strong base to invest in, especially in light of all the
other data that is flashing red. The Football Worldcup and the Midterm Elections could boost
advertising spending, and valuations in this sector are very low. However, with the view of
lower interest rates and a few red flags waving around, the yen could prove to be one of the
best investments for 2026. The capture of Maduro also enables to shift the geopolitical

venue back into the West’s favour and away from the “Global South”.
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