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Important Disclosures

Only accredited investors and qualified clients will be admitted as limited partners to a Crescat fund.
For natural persons, investors must meet SEC requirements including minimum annual income or
net worth thresholds. Crescat funds are being offered in reliance on an exemption from the registration
requirements of the Securities Act of 1933 and are not required to comply with specific disclosure
requirements that apply to registration under the Securities Act. The SEC has not passed upon the
merits of or given its approval to the Crescat funds, the terms of the offering, or the accuracy or
completeness of any offering materials. A registration statement has not been filed for any Crescat
fund with the SEC. Limited partner interests in the Crescat funds are subject to legal restrictions on
transfer and resale. Investors should not assume they will be able to resell their securities. Investing in
securities involves risk. Investors should be able to bear the loss of their investment. Investments in
the Crescat funds are not subject to the protections of the Investment Company Act of 1940.
Performance data represents past performance, and past performance does not guarantee future
results. Performance data is subject to revision following each monthly reconciliation and annual
audit. Current performance ma?/ be lower or higher than the performance data presented. Crescat is
not required by law to follow any standard methodology when calculating and representing
performance data. Crescat Portfolio Management claims compliance with Global Investment
Performance Standards (GIPS®). Prospective clients can obtain a compliance presentation and the
firm’'s list of composite descriptions by visiting our website at www.crescat.net/resources/due-
diligence/. Returns are presented net of management fees and performance fees, except where
otherwise indicated. The currenc?/ used to express performance is U.S. dollars. The performance of
Crescat funds may not be directly comparable to the performance of other private or registered funds.
Investors may obtain the most current performance data and private offering memorandum for a
Crescat fund by contacting Linda Smith at (303) 228-7371 or by sending a request via email to
Ismith@crescat.net. See the private offering memorandum for each Crescat fund for complete
information and risk factors.
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Today's Structural Drivers of Inflation

Demand-pull: Manufacturing Revitalization
Cost-push: Resource Underinvestment
Built-in: Resurgence of Labor’'s Pricing Power
Monetary: Long and Variable Lags

Import-led: Deglobalization
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Inflation Expectations Unrealistically Low

CPl at 1.4%

Mar “Jun
2021

Source: Bloomberg; Kevin Smith

US 5-Year Treasury Breakeven Rate

CPl at 6.5%

Dec Mar
2023

© 2023 Crescat Capital LLC

We agree that an economic
downturn is likely, but we
think it could be more
severe in terms of market
impact due to the re-
acceleration of inflationary
pressures.

If we are right, general
investor positioning is off.
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US Stocks: Worst Returns by Decade

Total Real Return

|

High
1 Inflation
High
CAPE Ratio 1 1
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High CAPE Ratio +

Inflation
High CAPE Ratio
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High High Inflation
Inflation

Source: Professor Robert Shiller; Yale University; Tavi Costa ©2023 Crescat Capital LLC

Since 1900, there have
been only five decades
that the total real return
for US stocks was
negative. In fact, they were
all deeply negative. Three
of these periods happened
during inflationary eras.
The other two occurred at
a time when valuations of
US equity markets were at
historical levels. Today,
we have both setups at
the same time.
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US Stocks: Multiple Compression During Inflationary Decades
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The last time we had a long
period of higher-than-average
cost of capital was in the 1910s,
1940s, and 1970s.

While each had its own unique
circumstances, fundamental
multiples for stocks significantly
contracted over all those
decades.

The average decline was nearly
50%.

More importantly, note that CAPE
ratios shrunk to single digits at
the end of two periods and to just
10.5x in the 1940s.

Crescat Macro Presentation




US Stocks' Valuation at the Begining of Prior Inflationary Decades
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24 Expensive /I

Today

©2023 Crescat Capital LLC

Today's valuations are over
70% more expensive than
they were when each of
those inflationary decades
began.
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S&P 500 Nominal Earnings

12-Trailing Months EPS 1300

+200

Every time profits reached
the upper band of this
range, an earnings
recession followed.

We are at a similar peak-

level juncture again today

while analysts continue to
be overly optimistic.

1954-1959 1960-1969 1970-1979 1980-1989 1990-1999 2000-2009 2010-2019 2020-2029
Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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Real Earnings Growth Per Decade

1900s — 1910s 1920s
— 1940s — 1950s 1960s

1980s — 1990s — 2000s
— 2020s — Average
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When adjusting corporate
fundamentals to inflation levels,
the current real growth in
earnings for this decade is on
pace for being the second
largest in history, which is right
behind the prior decade’s
performance.

Note that outside of the 2010s,
the other two times we had
outstanding long-term
increases in profits were in the
1920s and the 1990s.
Both periods preceded severe
earnings recessions.
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Real Earnings Growth During Inflationary Decades

Average Increase by the End of the Decade: 13%

e 2020s

The issue today is that we

are two years into the
" decade where real
corporate earnings have
//\ // already grown by 23% with
A \ // companies achieving their
ELX/v-\ -/ highest profit margins in
history, the lagged product

N of unprecedented monetary
stimulus that has been
reversed.
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US Stocks Cyclically Adjusted P/E Ratio: Historical Percentile

10-Year CAPE

3-Year CAPE

Source: Professor Robert Shiller; Yale University; Tavi Costa

5-Year CAPE
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On a CAPE ratio basis, for
instance, market prices are
near record levels relative to 1,
3, 5, and 10-year cyclically
adjusted earnings.

The only plausible way to
justify the current multiples in
equity markets would be if, for

the first time in history, we

were to experience a 50%

increase in real earnings for
back-to-back decades.
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US Stocks’ Earnings Yield vs. Fed Funds Rate
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Source: Bloomberg; Tavi Costa
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Earnings yield for US stocks
is now close to turning
negative versus the Fed

funds rate for the first time

since the tech bust.
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US Corporate Bonds’ Yields Minus Fed Funds Rate

Calculation: Bloomberg US Average Corporate Bond Yield — Fed Funds Rate (%)

Why would anyone take the
extra risk of owning
corporate bonds when one
can receive over 4.75%
yield risk-free?

This is arguably the most
expensive part of today’s
market.

1990-1994 1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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US Market Cap to GDP (%)

Peak of the
Tech Bubble

200
180
160
120

100

1995-1999 2000-2004 2005-2009
Source: Bloomberg

2010-2014 2015-2019 2020-2024
©2022 Crescat Capital LLC

The US total equity market
cap relative to its GDP has
come down, but it is just
re-testing the highs of the
peak of the technology
bubble in 2000.
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Taylor Rule to Fed Funds Rate Spread (%)

Still One of the Loosest Interest Rate Policies 48 Years

1971-1974 | 1975-1979 | 1980-1984 @ 1985-1989 | 1990-1994 @ 1995-1999 @ 2000-2004 | 2005-2009 | 2010-2014 | 2015-2019 | 2020-2024 | 2025-2029

Source: Bloomberg; Tavi Costa

© 2023 Crescat Capital LLC

The Fed is playing with fire.

Despite the recent rate
hikes, financial conditions
remain way too loose.

This is typical of an early
inflationary cycle.

The longer inflationary
forces persist, the harder
will be to expel them from

the system.
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Change in US Fiscal Deficit as a Result of Recessions
Change in Fiscal Deficit-to-GDP in % Terms During All Recessions Since 1970

—— Double-Dip Recession
— S&L Crisis

1969-70 Recession
— 1973-74 Recession
—— Tech Bust

Global Financial Crisis

Covid Recession
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Source: Bloomberg ©2022 Crescat Capital LLC

Looking at all recessions
since 1970, fiscal deficit-to-
GDP worsened by an average
of 6.2%.

We think the next downturn
will be no different.

However, government
spending will likely be
increasing with inflation rates
already historically elevated
so nominal GDP may also be
rising.
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1970s: CPI Rate Rises as M2 Growth Contracts

Inflation lagged money supply growth by 28 months on average during last big inflationary decade

® M2 YoY%
® CPl YoY%

15t Wave of 2" Wave of 3 Wave of
Inflation Inflation Inflation

If Milton Friedman was
correct that “Inflation is
always and everywhere a
monetary phenomenon”,
then there is a lot of
missing inflation still
destined to show up.

/

1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Source: Bloomberg, Kevin Smith © 2023 Crescat Capital LLC
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Debt, Valuation & Inflation

US Goverment Debt to GDP

S&P 500 Cyclically Adjusted Price to Earnings Ratio
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For the first time in history, the US is
experiencing a confluence of three
macro extremes all at once:

High government debt to GDP like
the post-war 1940s

- Excessive stock market valuation
on par with 1929 & 2000 bubbles

- Aresource-driven inflationary
crisis environment comparable to
the 1970s
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Job Openings vs. Labor Cost

e

Job Openings-to-Unemployed People Ratio

'01'02 ) '03 | '04 | '05 | '06
Source: Bloomberg; Tavi Costa
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Growing deglobalization
trends could severely add
to this inflationary force,
potentially marking the end
of a cheap labor era. If
these changes manifest
themselves, corporate
fundamentals could be at
risk of severe deterioration.
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US Nominal Wage Growth YoY (%)

Calculation: Real Average Earnings YoY + CPI YoY

T

The rising labor cost
pressure is likely to become
another secular inflationary

driver.

Today’s loose monetary
conditions by Taylor Rule
standards are only
exacerbating this macro
force.

2007 | 2008 | 2009 | 2010 | 2011 | 2012 @ 2013 | 2014 2015 | 2016 | 2017 | 2018 | 2019 | 2020 2021 | 2022 | 2023 | 2024
Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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Inflation Expectations Unrealistically Low

US 5-Year Treasury Breakeven Rate

Workers' share of

economic activity
through wages and
salaries is coming off

historic lows as the
workforce population

growth is likely to remain
constrained.

CPl at 1.4%

CPl at 6.5%

“Mar ’ “Jun’ ) ; : ’ ’ ’ ’ ' ' ’ ' ) B y ’ "Dec ’ “Mar
2021 2023

Source: Bloomberg; Kevin Smith © 2023 Crescat Capital LLC
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Corporate Profits to GDP Coming Off Long-Term Highs

Ratio of U.S. Corporate Profits to GDP

\ Four 2 The share of GDP going
to corporate profits is
also coming off historic
highs.

Inflationary
Recessions

This is the mirror image
of labor’s increasing
pricing power but also
highlights the risk to
corporate profits which
can get squeezed in an
impending inflationary
recession like those of
the 1970s.

'85-'89 '90-'94 '95-'99 '00-'04 '05-'09 '10-'14 '15-'19 | '20-'24 | ;
Source: Bloomberg, BEA, Kevin Smith © 2023 Crescat Capital LLC
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Consumer Squeeze

Real Wages Growth YoY (%)

While workers are starting to
make more money, the
growth in salaries is not

outpacing inflation. In real
terms, wages are declining by
almost 4%, worse than the

Global Financial Crisis.

Savings As a % of Disposable Income

After a historic surge, saving
rates are also plummeting.

x i Relative to disposable
income, they are now at the
lowest level in 14 years.

2007 2008 2009 2010 2011 2012 2013 2014 @ 2015 2016 | 2017 | 2018 2019 2020 & 2021 2022 2023
Source: Bloomberg ©2022 Crescat Capital LLC
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US Consumer Sentiment vs. Mortgage Rates

120 mBankrate.com US Home Mortgage 30 Year Fixed National Avg (R1) f

University of Michigan Consumer Sentiment Index (L1)

LLM / W\W’

4

2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: Bloomberg

©2022 Crescat Capital LLC

For those who
believe consumer
demand will remain
strong after 30-year
mortgage interest
rates doubled in the
last six months, we
think it is time to
reconsider that view.
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S&P 500 Earnings

Aggregate Earnings Per Share

'03/'04 '05/'06 '07/'08 '09|'10 '11 '12 '13 '14|'15 '16|'17 '18|'19 '20 '21 '22/'23 '24|'25
Source: Bloomberg ©2022 Crescat Capital LLC

As usual, Wall Street
analysts are looking in
the rear-view mirror.

After a stimulus-led
surge in corporate
earnings to record

levels, they are
projecting another 35%
spurt over the next 3
years giving little to no
consideration to the
monetary tightening and
fiscal stimulus falloff.
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US New Number of Bankruptcy Filings

Prior to the GFC, the
number of bankruptcies
was rising exponentially.

Today, it remains at
historically low levels.

The tightening of financial
conditions worldwide is
setting the stage for
significant credit events
ahead.

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 2024
Source: Bloomberg; Tavi Costa ©2022 Crescat Capital LLC
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US Credit Spreads

Bloomberg US Agg Corporate Avg OAS

GFC

European
Debt
Crisis

Emerging
Markets
Meltdown

1995-1999 2000-2004
Source: Bloomberg

2005-2009 2010-2014 2015-2019

2020-2024
©2022 Crescat Capital LLC

Never have US stocks had
a 30% drawdown while
investment-grade credit
spreads stayed sub 200

basis points according to

the Bloomberg US
Aggregate Corporate

Bond Index. Until now. But

that condition is not likely
to last much longer. A

blowout in corporate
default risk is the next
chapter to unfold.
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Commodity Producers: Capex Cycle Adjusted For GDP

Aggregate Trailing 12-Months of Capex in USD Millions

$500,000
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$50,000

Commodity Producers With Market Cap Above $1B in the Canadian & US Stock Exchanges
Source: Bloomberg ©2022 Crescat Capital LLC

With the Fed tightening

financial conditions, the
availability of capital to
invest in natural resource

projects is also drying up.

We believe supply
constraints are likely to
stay with us for a long

time.

Crescat Macro Presentation




Commodities to Equities Ratio

Gulf War &

S&L Crisis
2008 Peak Oil &

Oil Embargo & ” Global Financial Crisis

Inflationary Bust . . .
(1] It is still very early, in

® our analysis, in the
rotation cycle out of
overvalued growth
equities and low-
yielding fixed-income
securities and into
commodities. It is just
like early 1973 and
(V) early 2001 in our view.
e Tech
ARy Bubble The commodities-to-
equity ratio is at a 50-
year low.

1970-1979 1980-1989 1990-1999 2000-2009 2010-2019
Source: Incrementum AG © 2022 Crescat Capital LLC -
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US % of Yield Curve Inversions

1973-4

Inflationary ; S&L
Bust Double-Dip Crisis

Recession O

Housing

o] Covid

Recession

70% Threshold
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*Yields used for calculation: 30, 10, 7, 5, 3, 2-Year, and also
Source: Bloomberg; Tavi Costa 12-Month, 3-Month, 1-Month Libor, Fed Funds Rate ©2022 Crescat Capital LLC

Every time the
percentage of yield
curve inversions across
US Treasuries went
above the 70% handle,
it coincided with a

steep recession since
1970.

More importantly, for
portfolio positioning
purposes, this indicator
gives our strongest
macro signal to buy
gold and sell stocks.
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Gold-to-S&P 500 After Yield Curve Inversions

2-Year Average Performance

s Gold-to S&P 500 Ratio Return During the
1973-4 Recession & Tech Bust

e Gold-to S&P 500 Ratio Return During All Prior
Times When the Yield Curve First Inverted by
70% Since 1970

s Gold-to-S&P 500 Ratio Today
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Our work has identified
what was a highly
profitable macro trade
over the next two years
following the triggering of
this indicator.

The macro trade was

simply to buy gold and

sell short the S&P 500
Index.
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Tech Stocks-to-S&P 500 Index Ratio

S&P 500 Tech Sector Index / S&P 500 Index

N\

1995-1999
Source: Bloomberg

2000-2004

2005-2009

2010-2014

2015-2019

N

2020-2024
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Tech stocks remain

historically overvalued
relative to the overall equity
market.

The tech stocks-to-S&P 500

ratio just recently re-tested
the highs of the tech
bubble.
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Megacap Tech Bubble Then vs. Now

Aggregate Enterprise Value as % of GDP

== 2000 Top-10 Megacap Tech Stocks === 2021 Top-10 Megacap Tech Stocks

- Apple

- Microsoft
- Alphabet
-Amazon

- Tesla

- Meta

- Nvidia

- Visa

Mastercard
Peak Of the - Broadcom

Tech Bubble

- Microsoft
- Intel

- Cisco

- Oracle
-I1BM
-AT&T

- Sun Micro
-AOL
-EMC
-SBC Com

T

1991 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021 2024

T T I

Source: Bloomberg; Kevin Smith © 2023 Crescat Capital LLC

Valuations for the top-ten
megacap tech stocks are still
higher than they were for their
comps at the peak of the tech

bubble.

Enterprise Value to GDP is the
relevant measure here because
once the underlying
fundamentals for a group of
companies have grown so
large relative to the economy,
as it has for these firms, then
collectively, these companies
can no longer grow any faster
than the economy at large.
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2009 | 2010 = 2011
Source: Bloomberg

The Tech Bubble Now (2022)

Top 10 US Technology Stocks by Market Cap at S&P 500 Peak (1/3/2022): Enterprise Value as % of GDP
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Tesla MNvidia ®Mastercard
® Broadcom
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2021

Topped at 56% +60.0
of GDP on
12/27/2021:
87% Higher
Than 2000
Tech Bubble
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(2002 Analog)

2022 | 2023 | 2024
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By March 2000, the leading
five US market cap
companies combined were
valued at a then-record 24%
of the economy based on
enterprise value to GDP.
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Tech Bubble Now (2022)

Top 10 US Technology Stocks by Market Cap at S&P 500 Peak (1/3/2022): Enterprise Value as % of GDP
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Today, the combined
enterprise value of the
widely help top five is
37% of GDP, 54% higher
than it was for the top
five at the peak the
2000 peak.
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Apple Inc.

Enterprise Value-to-Sales Ratio

Valuation
Remains Above

0 Prior Peaks
[

Peak of the
Housing Bubble

\

Apple still has one of the
; most expensive valuations
in its history.

EV to sales is currently 2x
the level it was at the peak
Tech Bubble of tech bubble.
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1990-1994 1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg; Tavi Costa ©2023 Crescat Capital LLC
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Apple vs. FAANG Stocks

Normalized As Of 01/02/2019
Last Price
M META US Equity 87.935
M AAPL US Equity 342.376
AMZN US Equity 112.51
B NFLX US Equity 111.215
B GOOGL US Equity 170.023

A reminder that Apple
is a consumer
discretionary business
trading at 22x next
year's earnings as the
economy enters a
steep recession.

2019 2020 2023
Source: Bloomberg; Tavi Costa ©2022 Crescat Capital LLC
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FAANG Revenue Real Growth (%)

Median YoY Sales Growth - CPI YoY Growth
Among FAANG: $FB, $AMZN, SAAPL, SNFLX, SGOOGL

The median real
revenue growth for the
FAANG stocks has
officially turned
negative for the first
time in almost 2

decades.

ok

(10)

Source: Bloomberg ©2022 Crescat Capital LLC

Crescat Macro Presentation




Global Central Banks Assets vs. S&P 500

Global Central Bank Assets in USD Trillions (L1) 29.0955

W S&P 500 Index (R1)

3577.03

2009 2010 2011 2012 2013 | 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Bloomberg
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There is a strong
correlation between equity
markets and global central
bank assets is undeniable.

The issue with this chart,
however, is that it assumes
that the Fed still holds close
to SO trillion in assets in its

balance sheet, and that is

grossly overstated.
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Fed Holdings of Treasury Notes, Bonds & MBS

2600 - WFed's Holdings of Treasury Bonds and Notes in USD Millions (R1)
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Source: Bloomberg ©2022 Crescat Capital LLC

Among Treasury notes,
bonds, inflation-indexed
and mortgage-backed
securities, we calculate
that the valuation of the
Fed’s assets has declined
by almost $1.5 trillion.
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Fed Holdings of US Treasury Notes and Bonds

2-Week Changes in USD Millions

The Fed holdings of US
Treasury notes and
bonds just fell by the
largest amount in
history.

Over $41 billion just in
the last 2 weeks.

'03|'04 | '05 | '06 | '07 | '08 | '09 | '10 | '11 | '12 | '13 | '14 | '15 | '16 | '17 | '18 | '19 | '20 | '21 | '22
Source: Bloomberg; Tavi Costa ©2023 Crescat Capital LLC
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Tech Bust

Philadelphia Gold and Silver Index vs. Nasdaq Composite

\

In the early 2000's tech
bust, NASDAQ
continued to fall all the
way to October 2002,
but the great buying
opportunity for precious
metals mining stocks
started at the end of
2000.
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Inflationary Recession of 1973-74
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In 1973 to 1974, mining
stocks went up 5-fold in

just two years while the
S&P 500 declined 50%

Large-cap growth
stocks known as the
Nifty Fifty at the time,

the mega-caps of their
day, went down
substantially more.

Crescat Macro Presentation




~
o

Q
oo
)
)
Q
=
<
©
-
-
V)
=
o
c
v
Q
c
O
—
O
Q

35

Great Depression

Homestake Mining vs. Dow Jones
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Even in that deflationary
era, the largest gold
mining stock appreciated
a whopping 7-fold in five
years after the 1929
crash while the Dow
Jones finished the same
period lower.
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Aggregate CAPEX for Energy Companies Adjusted for GDP

Universe: S&P 500 Energy Sector

Aggregate CAPEX for
energy companies
adjusted for GDP
levels is still below

every other depressed
level in the last 30-

plus years.

Current levels are over
75% lower than the
prior peak.

+0.0005

1991-1994 1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024 2025-2029
Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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US GDP vs. Oil Production

Nominal GDP r
23917.555
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Source: Bloomberg

2021 2022
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Nominal GDP is well
above its pre-
pandemic levels
while oil production
remains
significantly below.
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Oil and Gas E&Ps-to-Tech Stocks Ratio

S&P 500 Oil & Gas Exploration and Production / S&P 500 Information Technology Sector

. W

1995-1999
Source: Bloomberg

2000-2004

2005-2009

2010-2014

2015-2019

Mo

2020-2024
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The energy-to-tech
stock’s ratio is as low

as it was at the peak
of the tech bubble.
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Energy Exploration & Production Stocks: Free-Cash-Flow Yield

S&P 500 Oil and Gas Exploration and Production Index: Aggregate Free-Cash-Flow Yield (%)

Near Highest Levels in History ! 11%

t

Oil and gas stocks just had
» their two best annual
performances in 30 plus
|l ol il yess, and he sector i
‘ — trades at one of the
cheapest levels in history.
Aggregate free-cash-flow
yield for energy exploration
and production companies
is now at 11%.

"1990-1994 | 1995-1999 | 2000-2004 | 2005-2009 | 2010-2014 | 2015-2019 | 2020-2024
Source: Bloomberg; Tavi Costa ©2023 Crescat Capital LLC
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Energy Stocks: Free-Cash-Flow Yield

S&P 500 Energy Sector: Aggregate Free-Cash-Flow Yield

If energy prices
strengthen, as we
envision due to
structural shortages and
ongoing demand, these
companies are even
more of a bargain.

1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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S&P 500: Energy vs. Consumer Discretionary

Enterprise Value Annual Free Cash Flow

5,000,000

4,000,000 Unsurprisingly, today’s

consumer
discretionary sector is
now worth 2.6 times
the size of the energy
2,000,000 sector, while the latter

generates over 5

times more in free
cash flow.
Consumer Energy Consumer Energy
Discretionary Discretionary

3,000,000
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USD Billions

1,000,000

Source: Bloomberg ©2022 Crescat Capital LLC

Crescat Macro Presentation




Energy Exploration & Production Stocks: Dividend Yield

S&P 500 Oil and Gas Exploration and Production Index: Aggregate Dividend Yield (%)

1990-1994 1995-1999
Source: Bloomberg; Tavi Costa

2000-2004 2005-2009 2010-2014

2015-2019

2020-2024 20252025
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Oil and gas exploration
& production
companies are by far
paying their highest
dividend yield in history
of the data.
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WTI Oil Prices

Quarterly Candles

What if oil has another big
move, inflation re-
accelerates, and interest
rates need to stay higher for

longer? Equity markets
would not appreciate this.

)
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'981'997'00'01]'02]'037'04]'05]"'06 ['07['08['09['10'11]"12]'13]"14["15["16 ["17["18["19['20 [ 21 ['22] 23242526 [ 27
Source: Bloomberg; Tavi Costa ©2023 Crescat Capital LLC

Crescat Macro Presentation




RESOURCE
UNDERINVESTMENT




US Manufacturing Relative to GDP (%)

This white line is very
likely headed higher
and should be one of
the main investment

cases for the long-

term commodities bull

market that we have
just entered.

10.8777
+10

1950-1959 | 1960-1969 | 1970-1979 | 1980-1989 = 1990-1999 | 2000-2009 | 2010-2019 | 2020-2029
Source: Bloomberg ©2022 Crescat Capital LLC
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Natural Resource Industries vs. Global Equity Markets

Public Companies Aggregate Market Cap Worldwide

S117T7

The aggregate market
cap for global equity
markets is 11x larger
than the current size

of natural resource
industries.

0
A~
=
-
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v
-

If we exclude the
energy sector, it is
close to 37x.

Global Equity Market Natural Resource Natural Resource
Industries Industries (Ex. Energy)

Source: Bloomberg ©2022 Crescat Capital LLC
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CAPEX Cycle: Tech Stocks vs. Commodity Producers

Trailing 12-Months CAPEX in USD Millions
100,000 600,000

=== Tech Stocks

Commodity Producers 500,000

80,000 There has been a

major divergence
between the long-
term capex of
technology
companies versus
commodity
producers.

400,000

'/w/n 300,000

200,000

This disconnection
began in 2015, long
before the Covid
Recession.
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Aggregate CAPEX Commodity Producers in USD Millions

Top 50 Stocks by Market Cap in the US and Canadian Exchange
Source: Bloomberg ©2021 Crescat Capital LLC
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Copper-to-Nasdaq Ratio

The copper-to-
Nasdaq ratio is
currently re-testing
the early-2000s

lows.

~0.05

S T N

.0.00

1995-1999 | 2000-2004 @ 2005-2009 @ 2010-2014 | 2015-2019 | 2020-2024
Source: Federal Reserve ©2022 Crescat Capital LLC
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Metals & Mining Industries: Aggregate CAPEX Adjusted by GDP

Universe: MSCI World Metals & Mining Index

This worldwide index of
metals and mining
companies also shows
a nearly 70% decline in
capital spending from
2013 levels.
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Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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S&P 500 Metals & Mining Index

Adjusted Positive Price/Earnings

The case for owning
mining companies has
never been more
compelling.

While we have seen
general fundamental
improvements across the
industry, today’s
profitable mining
./ companies are also
o trading at their lowest-
Bottom ever P/E ratio, one that is
currently matching their

2000-2004 2005-2009 2010-2014 2015-2019 2020-2024 2008 bottom.
Source: Bloomberg ©2022 Crescat Capital LLC

Crescat Macro Presentation




GLOBAL FIAT
CURRENCY
DEBASEMENT




Global Central Banks

Gold Holdings as a % of Foreign Reserves

74%

7

Central Banks
Must Improve the
Quality of Their
Reserves

Long-Term Base
Gold Purchases
3600 5-Year Rolling Change in M/Oz Record Purchases
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Source: Bloomberg; Tavi Costa ©2022 Crescat Capital LLC

This is setting the stage for
gold to reemerge as a key
asset in improving the
credibility of central banks'
balance sheets. Rising
geopolitical tensions only
add to this thesis with gold
being the perfect neutral
alternative.
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Precious Metals Miners: Capex vs. Gold Prices
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— Gold Prices in $/oz

Top 10 Miners by Market C
Source: Bloomberg; Tavi Costa
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Aggregate TTM CAPEX in USD Millions

Today, while gold is
currently near its 2011
highs, aggregate capital
spending for the miners
remains at historically
depressed levels.

This goes to show again
how management
teams are excessively
conservative despite a
firming gold market.
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Gold Discoveries

>2M Ounces (Millions of Troy Ounces)

Source: S&P Global Market Intelligence
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Contributing to the
supply shortage, the
number of major new

gold discoveries by

year, i.e., greater than 2
million Troy ounces, has
been in a declining

secular trend for 30

years including the

cyclical boost between
2000 and 2007.
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Undergraduate Geoscience Enrollment

GLOBAL TRENDS

Maximum Enroliment: 3,485
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Undergraduate geoscience enroliment
relative to maximum enrollment

Latest Enroliment Figure: 2,158
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While demand continues to
increase for the raw
materials produced by these
industries, companies are
having difficulty filling jobs
with qualified management
and technical professionals
to produce them efficiently.
A decade of declining
college enrollment in
geosciences worldwide is
one of the long-term
structural imbalances
affecting the oil and gas and
mining industries.
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Gold Supply Cliff

Top 20 Global Gold Producers

Projected Production from Proven and Probable Reserves
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Major miners are now
facing a gold supply
cliff due to a chronic
period of under
investments in the
industry.
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Global Gold Production vs. Gold Prices

mm Global Gold Production

=== Gold Prices

The scarce metal is
supplanting US
Treasuries as the
preferred allocation
among global central
banks looking to
improve the quality of
their international
reserves.
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Gold Production: TTM in Millions of Ounces

Barrick Gold

N

AngloGold Ashanti

Y

Kinross Gold

Y

Source: Bloomberg, Tavi Costa

Gold Fields

N
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Many traditionally gold-
focused miners have
significantly shrunk

their production while

increasing investment
in other metals.
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Gold Reserves by the Top 10 Miners

Millions of Ounces
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Source: Bloomberg; Tavi Costa
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to find precious metals.
As a result, the reserves
of the top 10 mining
companies are down
33% over the last 15
years.

We have not seen a new
precious metals project
become a significant
producing mine in a
very long time.

n It is becoming
\\ increasingly challenging

2




Top 10 Gold Miners: Average Grade for Existing Gold Reserves

Gold Equivalent g/t

Not only do mining
companies continue to
deplete their existing
reserves, but the quality
of their remaining
assets is drastically
deteriorating.

The average grade for
gold reserves by the top
10 miners in the world
has been in a secular
decline.
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Gold Prices vs. Mining Revenues

® Philadelphia Gold & Silver Index: Revenue Per Share Adj. for GDP on 12/31/22 (R1)
B Gold Prices ($/0z) (L1)

1995-1999

Source: Bloomberg; Tavi Costa

2000-2004

2005-2009

2010-2014

2015-2019

2020-2024 2025-2029
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The large and mid-tier
mining companies have
underinvested in
exploration as well as
M&A, so both the
quantity and quality of
their reserves have
deteriorated over the last
decade.
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Gold & Silver Miners: Net Acquisitions vs. Cash Flows

Aggregate Net Acquisitions

- Aggregate Cash Flow From Operations

TTM Aggregate Figures Net of Divestitures in USD Millions

Aggregate Net Acquisitions in USD Millions
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Top 10 Miners by Market Cap in the Canadian & US Stock Exchanges

Source: Bloomberg; Tavi Costa
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It is important to note
how miners continue
to generate near-
record levels of cash
flows today.
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Gold & Silver Miners: Cash Levels

TTM Aggregate Figures in USD Millions
Highest Cash
Levels in History

The strength of the
balance sheets of mining
companies is an
important factor that
tends to precede healthy
M&A cycles. As shown in
the chart below, the
largest gold and silver
companies have the
H highest cash levels that

we have seen in decades.
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Source: Bloomberg ©2022 Crescat Capital LLC
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Gold & Silver Miners: Debt Deductions

TTM Net Debt Repayments in USD Millions

Deleveraging

Top 10 Miners by Market Cap in the Canadian & US Stock Exchanges

Source: Bloomberg

©2022 Crescat Capital LLC

Precious metals mining
companies just went
through a long
deleveraging process.

In other words, the
industry had seven years
of continuous debt
repayment, net of new
issuances. This is a very
healthy development for
miners overall.
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Gold & Silver Miners: Capex as a % of Cash Flows
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Top 10 Miners by Market Cap in the Canadian & US Stock Exchanges
Source: Bloomberg; Tavi Costa ©2022 Crescat Capital LLC

These stocks can still
be acquired in the
market today for

cheap ahead of a new
gold bull market.
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Gold & Silver Miners: Share Buybacks

TTM Figures Net of Issuances in USD Billions
Record Share

Bubybacks

These companies
are going above and
beyond to attract
investors with

accounting
conservatism rather

than investing for
growth.

Top 10 Miners by Market Cap in the Canadian & US Stock Exchanges
Source: Bloomberg ©2022 Crescat Capital LLC
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Newmont Mining: Dividend Yield (%)

Newmont has
increased its dividend
in six of the last nine
quarters and the stock
now has the highest
yield in 40 years.

'80-'84 | '85-'89 | '90-'94 | '95-'99 | '00-'04 & '05-'09 | '10-'14 | '15-'19 | '20-'24
Source: Bloomberg ©2022 Crescat Capital LLC
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Gold vs. Miners

M Philadelphia Stock Exchange Gold and Silver Index (R1)
W Gold Spot $/0z (L1)

2000-2004
Source: Bloomberg

2005-2009

2010-2014

2015-2019

2020-2024
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Precious metals mining is
one of the most
fundamentally attractive
industry groups in the
market today. Interestingly,
the gold price is almost
back to its 2011 monthly
highs.

If that is the playbook for
the miners, there is 85%
upside from here.
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TSX Venture Exchange Turnover

50-Day Average Daily Value Traded in CAD Millions

TSX Venture Index
+225%

TSX Venture Index
+80%

Bottom for Gold &
Bottom for Gold & Silver Equities

Silver Equities

2012 2013 2014 2015 2016 2019 2020
Source: Bloomberg; Kevin Smith

2021 2022 2023
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The turnover volume for
smaller mining
companies remains
incredibly depressed.

The 50-day average
traded volume in the
TSX Venture Exchange
is currently re-testing its
prior historical lows.
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Metals & Mining Industry As a % of the S&P 500 Index
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The metals and mining

industry as part of the
overall stock market is
almost a rounding error.

We believe this chart will

look completely different by
the end of this decade.
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Silver to Money Supply Ratio

Calculation: Silver / M2 Money Supply

N

Precious Metals
Bottom
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Source: Bloomberg
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When looking at the silver
relative to M2 money
supply, it may have
recently just reached a

historic double-bottom
after re-testing the early
2000s levels, which
preceded a major upward
move in silver prices.
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Silver vs. Commodities
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S&P GSCI Equal Weight Commodity Sector - on 11/11/22 (L1)
M Silver Spot $/0z (R1)
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Silver has significantly
lagged behind other
commodities since

2020.

We believe the metal is
poised for a major
catch-up.

After two years of
frustrating investors,
silver looks ripe for an
explosive and
sustainable move to the
upside.
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Silver

Annual Candles r70

r60
+50

F40

30

24.4217

i It's hard to find a better-

looking chart than this
one.

Time to get aggressive
with gold, silver, and the
miners.
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Gold Tends to Struggle After Hitting New Highs

2000
1773.5601
-14.99%

+1000
Gold prices tend to
struggle after reaching
new highs.

-28.98%

We have probably
already seen most of
-15.32% this consolidation
period.
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Source: Bloomberg ©2021 Crescat Capital LLC
Crescat Macro Presentation




7/
Zs
CRESCAT CAPITAL’

THE VALUE OF GLOBAL MACRO INVESTING

BRAZIL LIFTOFF




Brazilian Equities vs. Commodity Producers

W MSCI Brazil Equal Weighted Price Return USD Index - Last Price (R1)
B MSCI World Commodity Producers Net Total Return USD Index - Last Price (L1)

| I-A VN of 4 |
/ M / ¢1* i J*‘ d f ' Brazilian equities are
! “r‘ h )

historically cheap even
/ g relative to global
A | commodity producers.

\J

-

Brazilian Equities-to-Commodity Producers Ratio

The last time we saw such
undervalued prices was in
the early 2000s, when
Brazilian stocks entered a
bull market.

b S
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Brazilian-to-US Equities Ratio

Total Return: Ibovespa Index / S&P 500 Index

Brazilian equities are
also historically
undervalued relative
to US stocks.

\/

1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg; Tavi Costa © 2023 Crescat Capital LLC
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Brazilian Stocks vs. The Rest of the World

Performance in 2022 - All Indices in USD Terms

Rest of the

Normalized As Of 01/03/2022

M Ibovespa in USD terms
MSCI Emerging Markets

M MSCI World

W S&P 500

M MSCI Europe

Mar Mar
2023

Source: Bloomberg; Tavi Costa ©2023 Crescat Capital LLC

Brazilian stocks
significantly outperformed
other emerging markets
and developed economies
despite a challenging year.

A geopolitically neutral net
exporter of commodities
with a historically
undervalued equity
market.
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Top 4 Brazilian Banks: Median Price to Book
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Beginning of Bull
Market for
Brazilian Equities

Source: Bloomberg; Tavi Costa

Bottom for
Brazilian Stocks
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Brazilian banks are
currently trading at one of
lowest price-to-book levels

in history.

Prior times when this
industry was trading at
such cheap multiples also
marked great buying
opportunities.
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G e rd a u SA Historically Undervalued:

4x P/E Ratio
SGGB 24% Free-Cash Flow Yield
30% Dividend Payout

Brazilian equities are
insanely cheap.
Here is one of the
largest steel producers

now on the brink of a
major breakout.

Enterprise Value-to-Sales Ratio The stock is Currenﬂy
trading at less than 4x

earnings with a 24% FCF

yield.

e Not to mention, its

dividend policy is at a

+0.5000 30% payout.

+1.5000

2000-2004 2005-2009 2010-2014 2015-2019 2020-2024 2025-2029
Source: Bloomberg; Tavi Costa ©2023 Crescat Capital LLC
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Brazilian vs. US Stocks Since the GFC

Normalized As Of 03/02/2009
M Ibovespa Index in USD 146.77
S&P 500 Index 669.55

Note how Brazilian
equities have
massively
underperformed US

stocks since the
Global Financial
Crisis.

2009 | 2010 | 2011 | 2012 | 2013 @ 2014 | 2015 | 2016 | 2017 @ 2018 @ 2019 | 2020 | 2021 @ 2022
Source: Bloomberg ©2022 Crescat Capital LLC
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Brazilian vs. US Stocks:
From the Tech Bust to the Peak of the Housing Bubble

Normalized As Of 10/01/2002 1855.92

M Ibovespa Index in USD 1855.92
S&P 500 Index 183.41

Note how Brazilian
equities have
massively
underperformed US
stocks since the Global
Financial Crisis.

2003 2007 2008

Source: Bloomberg ©2022 Crescat Capital LLC
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Brazilian Real vs. Chinese Yuan

+4.00000

3.00000 While we rather be long
the Brazilian equities
that offer even further

asymmetry, the
simplistic part of the

[2.00000 thesis is to be buyers

of natural resource-rich
economies and sellers
of net importers of
commodities.

+1.00000

2010 | 2011 | 2012 § 2013 | 2014 | 2015 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
Source: Bloomberg ©2022 Crescat Capital LLC
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