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important Disclosures

Only accredited investors and qualified clients will be admitted as limited partners to a Crescat
fund. For natural Eersons, investors must meet SEC recf]uirements 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 the¥ 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 may 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 descr(ijptions by visiting our
website at www.crescat.net/resources/due-diliﬂence/. Returns are presented net of management
fees and performance fees, except where otherwise indicated. The currency 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 rec%uest 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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Commodities to Equities Ratio

Gulf War &
S&L Crisis
2008 Peak Oil &
Oil Embargo & o Global Financial Crisis
Inflationary Bust
The commodity- # 0

to-equity ratio is
at a 50-year low.

B

1972 Nifty Fifty Bubble
Stock Bubble

GSCl Commodity Index vs. S&P 500 Index

1970-1979 1980-1989 1990-1999 2000-2009 2010-2019
Source: Incrementum AG © 2021 Crescat Capital LLC
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S&P 500 vs. GS Financial Conditions Index

Ultra Easy Financial Conditions Lead to Market and Economic Crises
4569 SPX

Speculative financial
conditions create
bubbles in financial
markets.

Goldman Sachs Financial Conditions Index (Inverted) 97 GSUSFCI
98
W 100

102

104

1990-1994 1995-1999 2000-2004 @ 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg © 2021 Crescat Capital LLC
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The 3 Pillars of Inflation
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US Bottom 50% Net Worth

1,200,000 Annual Change in Millions USD

1,000,000

800,000 .

One fourth of the entire wealth
600,000 accumulated by the US bottom 50%
400.000 since 1990 was generated just in the

last year. Delete other & swap for this.
200,000

- MMM
(200,000) L’l‘

(400,000)

(600,000)

(800,000)

Source: Federal Reserve ©2021 Crescat Capital LLC
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US Bottom 50%

Source: Federal Reserve

Liabilities to Assets Ratio

©2021 Crescat Capital LLC

The liability to asset ratio for
the bottom 50% is now at its
lowest level in over a decade.
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The top 1% still holds over 15x
more financial assets than the
bottom 50%! They are the ones
who have truly benefitted from
easy money policies to date.

Ultra-Rich vs. Bottom 50%

Value of Financial Assets in USD Trillions

$31.6T

$2.1T
BN

Top 1 Percentile Bottom 50 Percentile

Source: Federal Reserve ©2021 Crescat Capital LLC
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Household debt to
disposable income ratio is
now at its lowest level in
over 26 years. More
importantly, consumers’
debt service ratio just
plunged to all-time lows.

'70-'74 | '75-'79 | '80-'84

Source: Federal Reserve

US Consumer Fundamentals

US Households Debt to Disposable Income Ratio

'85-'89

US Households Debt Service Ratio

'90-'94

'95-'99
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Wage-Price Spiral

Consumer Price Index vs. Employment Cost Index

Last Price
CPI YOY Index (L1)5.39
mECI YOY Index (R1) 3.70

Rising costs and wages are a self
reinforcing, long-term trending

phenomenon and we believe we are
/_/\/\/ only in the early innings.

2015 2016 2018 2019 2020 2021
Source: Bloomberg © 2021 Crescat Capital LLC
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Wages & salaries look to be
on a early secular rising
growth trend. This takes
time to develop but it's one
of the key factors that will
define how persistent
inflation could be in the long
run. Ultimately, rising cost
of living is what triggers
upward pressure in labor
cost.

Growth in Wages & Salaries Per Employed Person

Source: Federal Reserve

24-Month Change (%)
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15-Month Change in CPI (YoY %)

The last two times we saw
this big of a rise over this
short of a time were in 1973

A—-A Ry A1 1 A 1y oA AR 1 SIVNIiivt R WM. and 1980, the two most
notorious episodes of
stagflation and rising gold
prices in US history.

%% % % % % % % % % % % % % % %

Source: US Bureau of Labor Statistics © 2021 Crescat Capital LLC
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CPI Owners Equivalent Rent vs. Home Prices

5.07 M US CPI Urban Consumers Owners’ Equivalent Rent of Residences YoY%

W S&P Corelogic Case-Shiller 20-City Composite Home Prices YoY% (15-Mont!

2000-2004 2005-2009

Source: US Bureau of Labor Statistics, S&P Corelogic

2010-2014

2015-2019

2020-2024
© 2021 Crescat Capital LLC

Shelter is a basic necessity, the largest
household expense with a 40% weight
in core CPI between rent and OER. The
BLS incorporates it with a 5-quarter lag

and numerous “quality” adjustments.
15 months of historic housing inflation
pressure ahead for the econ PhDs to
wrestle.
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We are likely to see workers at
large both demanding and
receiving significantly higher
wages and salaries contributing
to a substantial squeeze to
corporate profit margins in the
years ahead.

Employment Cost Index (YoY%)

2001-2004 2005-2009

Source: Bureau of Labor Statistics

2010-2014

2015-2019 2020-2024
© 2021 Crescat Capital LLC
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Global Central Bank Assets vs. Gold

e 3’ 200

32,000,000

Money printing only supports
financial asset bubbles for so
long. Ultimately, QE drives
flows out of overvalued stocks
and credit and into
undervalued precious metals.

-== Assets of Largest 8 Central Banks in USD Millions

=== Price of Gold USD per Troy Oz.

Source: Bloomberg, Central Banks © 2021 Crescat Capital LLC
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10-Year TIPS vs. Gold

H Price of Gold (L1)
W 10-Year TIPS Yield Inverted (R1)

)

This is gold breaking out while
inverted real yields are getting
more negative.
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The Fiscal Agenda

- The Green Revolution

- An Infrastructure Revamp

- Peak Inequality

- A Fiscal Arms Race with China
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The twin deficit (current
account + fiscal) is now close
to 15% of nominal GDP, almost
three percentage points lower
than the worst levels of the
Global Financial Crisis.

Source:

US Twin Deficit

US Current + Fiscal Account Relative to Nominal GDP

Federal Reserve

Global
Financial
Crisis

©2021 Crescat Capital LLC
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12% Deficit/GDP + Negative Real Rates + At Least $120B/Month of QE

Mid Price
M Federal Reserve Balance Sheet as a % of GDP (L1)
US Treasury Federal Budget Deficit Or Surplus as a % of Nominal GDP (R1)

The macro imbalances today
are extreme, and the ultimate
inflationary consequences of
years of reliance on ever
greater monetary and fiscal
stimulus as the primary policy
tools to solve economic
problems are inescapable.

Q

B S S T e S ——

1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg ©2021 Crescat Capital LLC
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Rising inflation expectations and the
Fed attempting to tighten financial
conditions are the catalyst for this
critical inflection point.

Inflation vs. Financial Conditions

Last Price
BUS Personal Consumption Expenditure Core Price Index YoY SA (R1)
GS US Financial Conditions Index (L1)

106.000000

100.000000

98.000000

97.080002

96.000000 -1.000000
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Source: Bloomberg ©2021 Crescat Capital LLC
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A Flood of Treasury
Issuances
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Net Issuances of Treasury Bonds & Notes

900,000 Trailing 3-Months in Millions USD

800,000
700,000
600,000

Rates will need to rise to attract new
buyers, because nobody in their right
00,000 mind should want to finance the
400,000 tsunami of new longer-duration
300,000 Treasury supply from ongoing fiscal
deficits and T-Bills rolling over at

200,000 today's sharply negative real interest
100,000 rates.

(100,000)
(200,000)

Source: Federal Reserve ©2021 Crescat Capital LLC
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Long vs. Short-Term Treasuries Outstanding

Marketable Securities

W Notes and Bonds (L1) 15.926M
Bills (R1) 3.714M
i Back then, these shorter-term

‘ : instruments matured and, rather than
Short-Term Stmifar rolling them, the government issued

Treasuries Transition From bonds and notes to extend the maturity
Maturing Short to Long

Term Debt of its debt outstanding. This transition

" ”0;’:;:;'"9 is precisely what is happening today.

7

Issuance of
Longer-Term
Treasuries

2005-2009 2010-2014 2015-2019 2020-2024
Source: Federal Reserve ©2021 Crescat Capital LLC
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In the last three months, we
have seen over $560 billion of
short-term government
instruments mature. This is the
largest decline in outstanding
T-Bills ever recorded in history.

Net Issuances of Treasury Bills

3,000,000
2,500,000
2,000,000
1,500,000
1,000,000

500,000

(500,000)

(1,000,000)

Source: Federal Reserve

Trailing 3-Months in Millions USD

©2021 Crescat Capital LLC
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US Treasury Holdings

% of Ownership of Marketable Securities

M Federal Reserve Holdings As a % of All Marketable Treasury Securities 21.6320
Foreign Holdings As a % of All Marketable Treasury Securities on 8/31/20 35.1012

21.6320
pAy

2000-2004 2005-2009 2010-2014 2015-2019
Source: Federal Reserve © 2021 Crescat Capital LLC

Foreign investors are
currently holding the
lowest percentage of
marketable US Treasuries
in 20 years. The Federal
Reserve is becoming the
buyer of last resort.
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By looking at the Eurodollar curve, the
market already expects the Fed to be
raising rates to 1.25% in the next two
years. If policy makers would pursue
that as a plan, the Treasury curve
would almost certainly invert today,
triggering a recession signal. It is
necessary for the Fed to allow long-
term yields to rise to even consider
hiking short-term rates.

Sep Dec
2019
Source: Bloomberg

Eurodollar Curve

Future Curve 24-Month Out (%)

Sep  Dec

©2021 Crescat Capital LLC
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Note the tight correlation
between the real-time Atlanta
Fed's macro quantitative
measure of real GDP growth
and actual subsequently
reported economic growth
after inflation.

Q3 Real GDP Poised to Disappoint

W Atlanta Fed GDP Now GDP Forecast

W Real GDP QoQ Seasonaly Adjusted Annualized Rate on 6/30/21

2012 | 2013 | 2014 | 2015 | 2016 | 2017

Source: Atlanta Fed, Bureau of Economic Analysis

2018

2019 2020 2021
© 2021 Crescat Capital LLC
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University of Michigan Stagflation

B Consumer Sentiment - UofM (L1)
¥ 1-Year Inflation Expectations - UofM (R1)

A sign of stagflation: rising
inflation expectations along
with consumer sentiment
plummeting.

2017 2021 2022

Source: Bloomberg © 2021 Crescat Capital LLC
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U. of Michigan Consumer Sentiment Index

Typically, when consumer

sentiment plummets itis a lead
indicator of a recession.

'78-'79  '80-'84 @ '85-'89 | '90-'94 | '95-'99 | '00-'04 | '05-'09 | '10-'14 '15-'19
Source: Bloomberg © 2021 Crescat Capital LLC
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So now we ask, if economic
growth continues to
decelerate while inflation
remains historically elevated,
what will the Fed do?

The set of monetary and fiscal
policies needed to fix one
problem would worsen the
other.

Global PMI vs. Citi Economic Surprise
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Global Citi Economic Surprise Index
== Bloomberg Global PMI

Bloomberg Global PMI

©2021 Crescat Capital LLC

CRESCAT CAPITAL’

THE VALUE OF GLOBAL MACRO INVESTING



Inflationary Decades
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Annualized stock performance
during the US's most inflationary
decades was negative 510 6% on
a real basis in the 10s and 70s.
Commodities performed
exceptionally well.

Stocks During Inflationary Periods

Dow Jones Index

0.47%
Annualized
Return

0.91%
Annualized
Return

US Median Annual CPI Per Decade (%)

6.55%

o
o~
Source: Federal Reserve ©2021 Crescat Capital LLC
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The Three Inflationary Waves of the 70s

1960-1964 1965-1969

Source: Federal Reserve

1970-1974

1975-1979

1980-1984
©2021 Crescat Capital LLC

Those years were marked by fierce
counter shifts in monetary and fiscal
policies that repeatedly changed focus
from fostering economic growth to
strongly fighting inflation. As a result,
financial markets experienced one of
the most volatile boom-and-bust
periods of history. At that time, the Fed
was fortunate to be able to raise rates
without triggering a debt crisis. This is
a very different setup today.
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Taylor Rule to Fed Funds Rate Spread (%)

Baseline Model Using CPI Rather Than PCE

We think the year-over-year growth in
inflation is at least two low double
digits and, if correct, we are indeed
living in the most financially repressive
environment in history.

(6)
(9)

(12)

Source: Federal Reserve; Bloomberg ©2021 Crescat Capital LLC
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The 1973-74 stagflationary
recession provides a good
analog for the Great Rotation
that we foresee. During that
time, gold mining stocks
increased 5- fold during the
while the S&P 500 declined
50%, in just two years.

Inflationary Recession of 1973-74

Barron's Gold Mining Index vs. S&P 500
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S&P 500 Earnings Yield vs. CPI YoY

M CPI YOY Index - Last Price on 9/30/21 (R1)
B SPX Index - Current Earnings Yield (L1)

For proof that inflation deflates
P/E multiples, look at the strong
relationship between CPI and
the earnings yield (inverse of
P/E) of the S&P 500 Index over
the last seven decades of data.

'50-'59 | '60-'69 | '70-'79 | '80-'89 | '90-'99 | '00-'09 | '10-'19 |'20-'29
© 2021 Crescat Capital LLC
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The “Transitory” Inflationary Periods of the ‘40s

US CPI YoY Change (%)

Inflation Above 5%
e —

Inflation Above 5%
—

5

|||“ ‘""ll"llm'lll,. ....... g — || “L"I"”“"o

1940 1941 1942 1943 1944 1945 1946 1947 1948 1949
Source: Bloomberg ©2021 Crescat Capital LLC

Note that during each of those
inflationary spikes, CPI stayed
above a 5% YoY rate every
month for over two years. To
our friends, “the deflationistas’,
if this is an accurate roadmap to
follow, buckle up, the rise in
consumer prices is just getting
started.
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Total debt, including
private and public, as a
percentage of GDP is
almost double the size of
the 1940s and 197/0s.

US Equity Valuations in The 40s, 70s & Today

S&P 500 Cyclically Adjusted Price to Earnings Ratio

2020s
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The tax rate for the
highest bracket was 82%
at its lowest level for the
1940s decade. It reached
as high as 94% in 1944,
which compares to 37%
today.

US Individual Income Tax Rates for the Highest Tax Bracket

'20-'29 = '30-'39
Source: Bloomberg

94%
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US Marginal Tax Bracket vs. Government Debt

US Highest Marginal Tax Bracket (%) === Public Debt to GDP (%)

wwa

For people calling for the
Roaring 20’s, back then not
only was inflation falling but
tax rates were also in a
downtrend. There is no way
either of those factors will be

in play today.

Public Debt to GDP
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The Deflation Thesis

&
Optionality For Gold
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Japan Money Velocity vs. Gold in JPY

Japan M2 Money Velocity (R1)
BGold in JPY Terms (L1)

Gold in Japanese yen
terms drastically
diverged from money
velocity, appreciating
over 3-fold in the last 2
decades.

O

2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg ©2021 Crescat Capital LLC
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Gold mining companies
acted in counter cyclical
fashion to create wealth
during the credit deflationary
bust of the Great
Depression.

Great Depression

Homestake Mining vs. Dow Jones
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S&P 500 5-Year Cyclically Adjusted Earnings Yield

Source: Yale University, Robe

Such depressed earnings’
yields have always led to
very significant market

meltdowns.
Tech Bubble
Shiller
U0 F
3.8% -30%
3.5% -37% -29% -33% | -51%
2.8% -17% -26% -43% 21%
3.4% -28% -38% -53% -49%
2.8% ? ? ? >
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For the first time in history,
junk bonds and stocks are
record overvalued in
tandem.

Valuation of US Stocks vs. Junk Bonds

35 Stocks & Corporate Bonds
Historically Overvalued

® Today
[+]

Stocks & Corporate Bonds
Historically Undervalued

o
=
U
-4
=
a
x
v
©
=
Q
o
o
™
o
v
wv
3
(4

0 15 25

US Corporate High Yield Bond - Yield To Worst

Source: Bloomberg © 2021 Crescat Capital LLC

CRESCAT CAPITAL’

THE VALUE OF GLOBAL MACRO INVESTING



Tech Bubble Comparisons
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The Tech Bubble Then

Top 5 US Market Cap Stocks at 2000 Peak: Enterprise Value as % of GDP

March 2020: B General Electric —> 6.1

Top $ US markat cep B Cisco Systems —> 5.3
companies valued at 24%

of the total economy Microsoft —> 5.1
B Intel->4.3
B Exxon Mobil —> 2.8

All top S market cap stocks endured more
than a decade of underperformance relative
to the economy after the dotcom peak

Where are they now? | 4.0
Microsoft -> 8.8

Exxon Mobil -> 1.5

Intel => 1.0

Cisco Systems <> 0.9
General Electric > 0.4>

1990-1994 1995-1999  2000-2004  2005-2009  2010-2014  2015-2019  2020-2024
Source: Bloomberg © 2021 Crescat Capital LLC

Over the two and a half years of the
tech bust in 2000-02, the S&P 500
Index declined 49% and the NASDAQ
Composite crashed 78%.
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The Tech Bubble Now

Top 5 US Market Cap Stocks in 2021: Enterprise Value as % of GDP

¥ Apple ->9.7 August 2021:
B Microsoft —> 8.8 Top 5 US market

cap companies are
. _> .
Amazon.com 7.8 walaad ot $7%

B Alphabet —> 6.8 of the total

B Facebook —> 4.1 ey The combined enterprise

Microsoft is the only stock in the top 5 at 54% higher than \/a|ue O‘[: ’[he W|de|y he|d ‘top
the 2000 market top and today, but its the top S at the . . . o o
stock price endured a grinding 9-year, 69% dotcom peak ﬂve s 37% Of GD P: o94%

decline before climbing its way back Who were they then? . h | g h er th an |t was for th e

Top 5 US market cap stocks at

the 2000 peak: : tOp five at the 2000 peak.

General Electric -> 6.1
Cisco Systems -> 5.3
Microsoft => 5.1
Intel->4.3

Exxon Mobil => 2.8

1990-1994 1995-1999 2000-2004 2005-2009 2010-2014 2015-2019  2020-2024
Source: Bloomberg © 2021 Crescat Capital LLC
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The wake off the tech bust
provides another good analog for
the Great Rotation. The NASDAQ
Composite declined 78% from
2000 to 2002 and was still down
through 2008. The Philadelphia
Stock Exchange Gold and Silver
Index increased five-fold from
2000 to 2008.

Tech Bust

Philadelphia Gold and Silver Index vs. Nasdaq Composite
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Tech Stocks: Real Free-Cash-Flow Yield

Aggregate Free-Cash-Flow Yield Minus CPI YoY Change

+8.00
The real aggregate free-cash-flow yield

among tech companies in the S&P 500
is now even lower than it was at the
peak of the Tech Bubble.

+6.00

+4.00

+2.00

+0.00

+-2.00
L-2.8727
_1-4.00

1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg ©2021 Crescat Capital LLC
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Growth vs. Value Stocks

Russell Growth vs. Value Index: Enterprise Value to Trailing 12-Months Sales Differential

0 0

+3.00 -
F2.50

See how the differential of ‘
fundamental valuation +2.00 -
between growth and value

stocks is re-testing the peak r10 -
tech bubble levels that we saw ’ |
in 2000. [

+0.50 -

»0.00 -

r-0.50 -

1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
Source: Bloomberg ©2021 Crescat Capital LLC
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The relative price-to-
book value of the
Russell 1000 Growth
compared to the Russell
1000 Value indices is
about 60% higher than it
was at the peak of the
tech bubble in 2000,
further illustrating the
extreme imbalances and
market risks along with
the set-up for a growth
to value rotation.

Russell 1000 Growth vs. Value

Relative Price to Book

1995-1999

Source: Bloomberg

2000-2004

2005-2009

2010-2014

2015-2019 2020-2024
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S&P 500 Net Profit Margins (Trailing 12m)

Profit Margins are Cyclical - Recessions Shaded

Net profit margins for S&P 500
companies at large are at record
highs today, because these firms
have been able to pass rising
costs onto their customers in the
short run.

1990-1994 @ 1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 | 2020-2024
Source: Bloomberg © 2021 Crescat Capital LLC
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America’s Biggest Stock Market Manias

US Total Equity Market Cap to GDP

. . . 1929 Dotcom
Index investing is also highly Bubble: 1 22
popular today offering + Housing
apparently low volatility and ’ Bubble

high returns by hopping on
the momentum train, but it
is high risk and large
downside return ahead in
our analysis.

1970-1979 1980-1989 1990-1999 2000-2009 2010-2019 2020-2029
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S&P 500 Sectors: Performance Since The Pandemic Lows

Normalized As Of 03/23/2020 ™ Consumer Discretionary ™ Consumer Staples Energy W Communication Services
B S&P 500 Index - Last Price M Utilities W Health Care W Materials
W Industrials Financials N Information Technology MREITS

®) ’  240.2309

2237647 Oil and gas companies had the
V511300 strongest returns since the
pandemic lows and are almost
20 percentage points ahead of
information technology and

financials.
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The Capex Cycle for
Commodities
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What's intriguing about oil
markets today: Regardless of
how energy commodities are
surging, the Capex estimate for
E&Ps still is near all-time

lows. Thisis not an indication
of a market at its peak.

US Oil and Gas Exploration & Production

Aggregate Capex in USD Millions
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for 2022
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Top 50 E&Ps by Enterprise Value in the US Stock Exchanges
Source: Bloomberg ©2021 Crescat Capital LLC
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Note on the chart that even
though commodity prices have
been surging, producers’ capex
is now declining by 34% on a
year-over-year basis.

Commodity Producers Capex Cycle

Aggregate Trailing 12-Months USD Millions

YoY Change (%)
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Commodity Producers With Market Cap Above $1B in the Canadian & US Stock Exchanges
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If we look at ammonia prices, a key
ingredient in fertilizer, agricultural
commodities are a whole new set of
commodities likely to be spiking next,
potentially creating food shortages.

Agricultural Commodities vs. Ammonia Prices

‘/“ W '“f\'\w

2020-2024
©2021 Crescat Capital LLC

2005-2009

Source: Bloomberg

US Tampa Ammonia CFR Spot Price per MT - Ask Price (L1)

B Invesco DB Agriculture Fund - Last Price (R1)
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Gold & Silver Miners Capex Cycle

mm Aggregate Trailing 12-Months CAPEX
- Gold Prices

Miners have been reluctant to
spend capital even though gold
prices have been moving higher.
Thus, supply is constrained, an
incredibly bullish fundamental
backdrop for gold and silver.

Gold Prices
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Top 50 Miners by Market Cap in the Canadian & US Stock Exchanges
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Silver Miners CAPEX Cycle

Aggregate Trailing 12-Month CAPEX in USD Millions

Silver miners CAPEX is at a
decade low while, in the last
12 months, $25T of newly
issued debt worldwide, SOT
of monetary stimulus by
central banks, and $18T of
negative yielding bonds.

-18% YoY

Source: Bloomberg Universe: All Members of the SIJ ETF ©2021 Crescat Capital LLC
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The Precious Metals
Cycle
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We should all know by
now that the true cost
of goods and services is
growing at a drastically
faster pace than CPI.

- —

2009 2010 2011
Source: Bloomberg

2012

Gold vs Inflation
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Last Price
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In July 2020, gold broke
out to record levels and
kept moving higher for
another two weeks. The
price is now 14% lower,
and the entire financial
media already claims
that gold is dead.

Gold Tends to Struggle After Hitting New Highs

» 2000
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Gold & Silver Miners

Aggregate Free-Cash-Flow Yield With Enterprise Value 2022

Free-Cash-Flow
Estimate

1

Note that in aggregate terms, the same
basket of companies also trades at its
highest free-cash-flow yield in history.

Top 50 Miners by Market Cap in the Canadian & US Stock Exchanges
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Gold & Silver Miners

% of Miners With Positive Free-Cash-Flow Annually

Believe it or not, today, 73% of
the top 50 gold and silver
miners are profitable on a free
cash flow basis. That is the
highest level we have ever seen.
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Gold & Silver Miners

Aggregate Net Debt Issuance in USD Millions
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50 Gold and silver miners just
-$4,000 repaid the largest amount of

debt in the last 25 years.
-$8,000

$10,000 Aggregate Net Equity Issuance in USD Millions
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Precious Metals' Miners M&A Cycle

) Miners Annual Net Cash Paid For Acquisitions in USD Millions

e Gold Price

Remember, mining companies
tend to overpay for deals at the
peak of the cycle. We are barely
seeing any deals being done
today.

Gold Prices
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The gold mining
industry has
underinvested in
exploration for the last
decade.

Gold Price vs. Exploration Budgets
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Because of a decade of
exploration
underinvestment, there have
been no major new gold
discoveries in the last four
years.

Gold Discoveries

>2M Ounces (Millions of Troy Ounces)

Source: S&P Global Market Intelligence
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Undergraduate Geoscience Enrollment

GLOBAL TRENDS

Maximum Enrollment: 3,485 31,819 A decade of declining college
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Gold Supply Cliff

Top 20 Global Gold Producers
Projected Production from Proven and Probable Reserves

The majors have not been
replacing their reserves. The

industry is facing a supply
cliff.
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Median Total Debt to Assets Ratio

Russell 3000 Index & Top 50 Precious Metals Miners By Market Cap

If precious metals
stocks were a sector,
they would have the
cleanest balance
sheets of them all.

Source: Bloomberg © 2021 Crescat Capital LLC
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Precious Metals Miners vs. S&P 500

Free Cash Flow Yield Spread (%)

Gold and silver miners have never
looked this cheap relative to the S&P
500. Their free-cash-flow yield is
almost twice the overall market. The
value and growth proposition
embedded in miners today is
unmatched by any other time in
history.
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Real Free-Cash-Flow Yield by Sector

Aggregate Free-Cash-Flow Yield Net of Consumer Prices Index YoY Change

Gold & Silver Miners

Materials , .
If gold and silver miners were

Constxuar Discrationary considered a sector, it would be the
Energy only part of the economy today that
generates higher free-cash-flow yield

Consumer Staples . _
than inflation.

Industrials
Communication Services
Health Care
Information Technology
Real Estate
Utilities

-9% -6% -3% 0%

Source: Bloomberg  Universe: S&P 500 Sectors Excluding Financials ©2021 Crescat Capital LLC
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Precious Metals to Commodities Ratio

Bloomberg Precious Metals Subindex / S&P GSCI Equal Weight Commodity Sector

Precious metals are now at
their cheapest levels relative
to other commodities since
2009. The other 2 times this
ratio reached such
depressed levels also
marked incredible buying
opportunities.

Gold Prices
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The gold-to-silver ratio usually
reaches historical lows when
miners are near peak cycle.
Yes, this ratio was higher
during the Covid crisis, but the
current levels are almost as
low as it was during other
major bottoms.

Gold to Silver Ratio Remains Historically Elevated

Gold to Silver Ratio
+»120
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Philadelphia Stock Exchange Gold & Silver Index
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Miners also look technically
oversold. The last times we
had such a divergence
between the Philadelphia Gold
and Silver index relative to its
200-day moving average, it
marked two important
bottoms.

Gold & Silver Miners

Philadelphia Stock Exchange Gold and Silver Index

Index Price Relative to its 200-Day Moving Average

Source: Bloomberg
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Junior miners in the precious
metals industry have started to
outperform the seniors. These
are important signs that a
bottoming is taking place.
|deally, one wants to see the
riskier parts of the market not
only holding up their values but
perhaps even leading the way
to the upside.

Junior Miners Outperforming Precious Metals

May

Source: Bloomberg

Gold Junior Miners-to-Gold Ratio
SGDXJETF / SGLD ETF

Silver Junior Miners-to-Silver Ratio
SSILJ ETF / $SLV ETF
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Silver vs. Real Interest Rates

B Silver Prices ($/ounce) (R1)
US 5-Year Real Yield (Inverted) (L1)

The correlation between
inverted real interest rates and
silver is strong and indicates
that silver is due for a jump.
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Gold vs Miners

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

Owning gold in the ground in a
carefully constructed portfolio of these
firms is one of the most asymmetric
reward-to-risk opportunities we have
ever seen.
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The entire precious
metals industry is dirt
cheap. Apple’s market
cap is 4 times the size
of the whole precious
metals industry.

Total Market Cap

$2,219B
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Silver to Money Supply

Silver / M2 Money Supply

Silver remains historically
undervalued relative to
money supply.

1985-1989 1990-1994 | 1995-1999 | 2000-2004 2005-2009 | 2010-2014 | 2015-2019 2020-2024
Source: Bloomberg ©2021 Crescat Capital LLC

CRESCAT CAPITAL’

THE VALUE OF GLOBAL MACRO INVESTING



GDXJ vs. Inflation Expectations

¥ Michigan 1-Yr Inflation Expectations (R1)
B Van Eck Junior Gold Mining ETF (L1)

Gold exploration
stocks tend to follow
changing inflation
expectations. Should
be exciting times
ahead for the premier
juniors starting from
today's depressed
valuations.
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Chinese Banking Assets to GDP (%)
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Notice in the chart how recent
yuan devaluations have
followed Chinese equity market
meltdowns. As the Chinese
stock market downturn has
recently morphed into a more
serious decline, we have just
significantly increased our yuan
put option exposure in the
Crescat Global Macro Fund.

China FXI ETF vs. USDCNY (Inverted)
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Chinese Growth Stocks Leads the Changes in CNY

MSCI China Growth Local Index YoY Change With a 14-Week Lead
100.0% = |JSDCNY (Inverted) YoY Change (%) 15.0%

80.0%

Chinese growth stocks have led
the changes in CNY. It now
suggests that a yuan
devaluation is still ahead. An
illustration of how the shock in
the financial markets of a
highly levered economy tends
to be the precursor of further
monetary disorder.
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China’s steady decrease in
its banks’ reserve
requirement ratio is another
long-building macro
divergence and indicator for
an impending currency
devaluation.

Chinese Yuan vs. Required Deposit Reserve Ratio For Banks
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China Industrial Production of Crude Steel

YoY Change (%)

You know something is wrong
in China when industrial
production of steel is at its
lowest levels since the Global
Financial Crisis. This is much
more serious than the

M ‘ I “ meltdown of a massive
'Ll /\ [ A '4_. property developer. These are
| o

the signs of a countrywide debt

(1 problem now unravelling.

China
Monetary Crisis

Yuan

u Devaluation

Global
Financial Crisis
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Asian vs. Global Stocks

MSCI AC Asia Pacific Index (L1)
W MSCI World Index (R1)

Major decline in Asian
stocks suggests a systemic
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The recent collapse in Chinese ADRs
suggests significant deceleration in US
PMI in the near future. Note: We had
one of the strongest economic
environments in history in the last 6
months. Now, growth seems to be
mean reverting.

Source: Bloomberg

US ISM PMI vs. Chinese ADRs

YoY Change (%)

M ISM Manufacturing PMI SA
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Nasdaq vs. Chinese ADRs

YoY Change (%)

It's hard to believe that a major
downward move in Chinese equities
wouldn't spill over on the rest of the
world. Here is the same Chinese

ADRs vs. Nasdaq Index.
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