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In our recent report, we made the argument of staying defensively positioned as the US equity market was likely,
in our view, to make lower lows. Indeed, we highlighted that the Fed was likely to raise rates right into a
slowdown and would tighten ‘until something breaks’. Well, something just broke!!

On Friday the US suffered its 2" largest bank collapse. Silicon Valley Bank (SIVB US a), bank with over USD 200bn
in assets, suffered a bank run and the stock was halted. This is the 2" bank to fail in one week, with Silvergate
Capital (SI US) going into liquidation just a few days earlier. The S&P ended down 4.5% for the week.

The collapse of SIVB will affect many, from retail clients to crypto stablecoins, and over 90% of its deposits do not
fall under the US deposit insurance scheme. Many companies will also be impacted and we believe that some
25% of Roku’s cash is deposited with SIVB. Stablecoin USDC broke its USD peg as it revealed it had USD3.3bn
exposure to SIVB. Other banks in the US are also now coming under scrutiny and First Republic Bank is the next
to be rumored to be facing a potential run of client deposits on Monday.

While the liquidation of SIVB may not itself cause significant contagion in the US financial sector, and many
depositors will eventually be made close to whole, it will cause investors to think twice about investing in risk
assets, such as equities. Especially, with Fed rates now closing in on 5-5.25% in one of the steepest rises in rates
ever. Of note, is that there are some USD1trl in corporate debt that will need to be rolled over each year for the
next few years.

Debt Deluge

$3.1 trillion of U.S. corporate debt is due over the next three years

ed with Datawrappe!

With borrowing costs rising from 2-3% to 7-8%, we expect that it will put pressure on many company balance
sheets and we are only at the start of this process.

The market has ignored high US equity valuations, weaker earnings and other risks for the last few months and
we believe it will now start to reprice risk. We earlier indicated that the S&P could fall to 3,100 on the back of
weaker earnings and a more normalized valuation of 14x. We stick by this. Unless of course the Fed goes all
weak at the knees and pivots early, but we think it’s too early for them to do so without losing all credibility.
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What does this mean for our Strategies:

We have been advocating a defensive positioning to risk assets for some time and are well positioned for
weakness in the equity markets, holding 25% cash in Global Equity Strat and 30% in DT. In the Multi-Asset
Strategy we are underweight equites (44%), overweight defensive areas of the market such as healthcare and are
now slightly overweight sukuk (43%). We are also very underweight US equities, across all our Strategies.

Of note is that sukuk were up last week and MTD, in a market that saw equities down. We have seen significant
compression in yields in mid and long duration US government bonds. So, the sukuk strategy is working well
and still offers, in our opinion, plenty of upside.

We also don’t have exposure to smaller US banks and indeed the shariah compliant nature of what we do reduces
exposure to any potential direct contagion from the SIVB liquidation on the financial sector.

Our underlying expectation is that risk assets in general, which includes equities, should be lower over the year
due to weaker earnings and a lower valuation multiple. What we have seen in the last few days may be the
start of the next, and hopefully final, leg lower and we feel well positioned for it.
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iShares 20yr Treasury Bond ETF (TLT US) - 5 years
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S&P 500 DMA -5 years
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US Bonds — As of March 12" 2023- 1 Week
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Disclaimer

This document is not directed at or intended for use by any person resident or located in any jurisdiction where the
distribution of such information is contrary to the laws of such jurisdiction, or such distribution is prohibited without
obtaining the necessary licenses or authorizations. No representation or warranty, either express or implied, is
provided in relation to the accuracy, completeness or reliability of the content. The information contained in this
document is for informational purposes only and should not be regarded by recipients as a substitute for the
exercise of their own judgment. This document does not constitute a solicitation, an offer, or a recommendation
to buy or sell any investment instruments, to affect any transactions, or to conclude any legal act of any kind
whatsoever. When making a decision about your investments, you should seek the advice of a professional financial
advisor. No representation or warranty of any kind, either express or implied, with respect to the content is made.
This document is provided on a confidential basis to invited parties and may not be copied or distributed without
prior written consent. Subject to contract. This document is prepared for promotional purposes, and it may not be
presented or distributed in State of Kuwait except to the “Professional Clients” only according to the definitions
contained in the first book of the Executive Bylaws of Kuwait Capital Markets Authority. Rasameel Investment
Company hereby undertakes that it does not disguise, diminish, or obscure important items from the investment
subject of promotion.

Warning

The past performance of any investment or a product is not a reliable indicator of future results, and it cannot be
relied upon for investment decision making. The performance stated above for the Global and Disruptive
Technology Strategy is for a composite of client accounts and is gross of all fees and commissions. Actual client
performance may vary from the composite. The performance of the Multi-Asset Fund is based on a model portfolio.
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