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March: A convoluted and volatile month

Over the month the world witnessed three US bank
failures, led by the collapse of Silicon Valley Bank in
less than 48 hours, a quasi-collapse of Credit Suisse
- likely originated on rumors on social media, that
forced it into a merger with UBS, only to be followed
by similar worries over Deutsche bank - emergency
action by policy makers and central banks to stabilize
the financial sector, more central bank rate hikes and a
US presidential indictment. Itis thus quite remarkable,
for many observers, that equities finished the month
inthe green.

Large technology companies have been a powerful
stabilization force, as their essentially debt-free
balance sheets lent them haven-status, along with
more classic defensive sectors such as healthcare
and utilities. And, contrary to 2022, global fixed
income, despite wild swings in interest rates, proved
tobe once again an asset class that acts as a true mul-
ti-asset diversifier and ballast provider to portfolios:
the global aggregate index ended the month up over
3%.

Financial markets

As events unfolded, the market, in a matter of a week,
went from pricing one extreme to another:

e The markets went from implying two US
Fed rate hikes to 5.5%, to two rate cuts to
4.5% by June of this year. The one-year rate
went from being priced at 5.4%, to as low as
3.55%: it has since stabilized at around 4%.

e Theequity market quickly started to price a reces-
sion, with financials and the energy sector the
worst performers. Cyclicals and industrials also
sold off, as investors switched into defensives
and technology mega caps. Just to give an exa-
mple, over the period, Caterpillar lost 18%, while
Meta, the parent company of Facebook, rose

17%. Similarly,in Europe, ArcelorMittal lost 17%
in less than two weeks. Such examples abound.

e Goldrose from USD 1,800 to over USD
2,000 an ounce.

e Cryptos continued torise, and, eventually,
Bitcoin hit 30,000 again.

As mentioned in our last strategy update, autho-
rities moved swiftly to contain the banking crisis,
which was one of the factors in keeping our exposure
unchanged. Over the last ten days, the markets have
begun repricing some of the above moves, with US
stocks rotating out of technology mega caps, and
back into cyclicals. In Europe, due to the dearth of
technology stocks, the moves have been mostly out
of defensives, such as Nestle or Danone, and health-
care stocks, and back into cyclicals and industrials.

We continue to prefer European equities over
US ones.

Year to date, the US market has been pulled upwards
exclusively by arebound in the 6 largest technology
stocks. The move brought their valuations, in terms
of PE ratio for example, to either historical highs,
(Amazon and Nvidia), or above their 5-year average,
(Microsoft, Meta, Apple and Alphabet). This just
before an earnings season that could be pretty brutal:
for the group’s earnings are expected to drop 15% in
Q1, the biggest drop since 2009. Just 6 months ago
earnings for this group were expected to gain 1%. For
the S&P as awhole, earnings are expected to drop 7%
year onyear, the largest decline since Q3 2020. Mar-
gins should continue to contract and will likely not be
compensated by sales growth. This deteriorating view
reflects weaker economic growth, particularly in the
US, a saturated market for technology gadgets, PCs,
smartphones and electronic components, (as recently
confirmed by Samsung).
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On top of all this, global advertising is unlikely to
have really grown, and we doubt there is a reac-
celeration in global subscriber services. As these
companies represent 20% of the S&P 500, they
will inevitably act as a break to any upside in the
S&P 500, while lower bond vields will likely act as
asupport.

To the contrary, in Europe, we should start to see the
positive effects of China’s,and hence Asia’s, reopening.

In Europe also, the index is very different: 20%
of the STOXX600 is made up of companies such
as Roche, ASML, LVMH, Shell or Nestle, which,
contrary to the group dominating the US index,
as a group, offer:

e Double-digit earnings growth
e Strongbalance sheets

e Sustainable dividends

e Aredefensive

e Stable and high margins

As a group, it is estimated these companies will
grow revenues by 6% and EPS by 12%. The group is
likely to lead European indices higher, while cyclicals
should start to feel the positive effects of China’s
reopening. Also, as we highlighted in the past, on seve-
ral metrics, Europe cannot be described as expensive,
the opposite is true for the US. This should continue
to help Europe’s outperformance.

We also believe that, as the banking crisis sub-
sides, markets will be driven again by fundamentals:
the economy.

Global Economics

As highlighted in our last document, the banking
crisis is a tightening event: lending will become
more expensive and less available, while, at the same
time, banks will have to adjust deposit rates: this is
particularly true in the US, as banks suffer immense
competition for deposits from money market funds.
As such, the effect should be more pronounced in
the US than in Europe. How much conditions will
tighten as a result, on both sides of the Atlantic, is
one of the main topics of discussion in estimating
how much economies have been slowed down by this.

In the US, senior loan officers’ surveys will be par-
ticularly followed: while we have a 2 months’ delay,
conditions were already tightening in January. Couple
that with already high rates at close to 5%, and espe-
cially with money supply (M2) being drained from
the system at the fastest pace we could see in our
charts, then US financial conditions are likely to be
much tighter than what traditional indicators might
suggest. In Europe, the banking system is different:

e ltis not balkanized, unlike the US, (mostly the
result of the Glass-Steagall act of 1933).

e Theoversight has not been lessened post the
GFC, (for the US, see our last monthly paper).

e Thereisnoevidence of money leaving the
balance sheet of the banks.

e Thereis also no evidence of money switching
countries, or looking for refuge at the ECB,
as this would show up in the bank’s Target
2 system.

Also considering that:

e USinflation, whilst sticky, is coming under control:
services’ inflation, (including rents), is slowly
becoming disinflationary.

e Recent US data points to weakness, not only in
the manufacturing sector but also in services.

e The USjob market appears to be cooling faster
than expected, despite an unemployment head-
line rate of 3.5%: temporary workers are falling,
firings are increasing, the number of people filing
for unemploymentis increasing, job openings are
falling, and a recent survey of small businesses,
(which are responsible for 2/3rds of US job crea-
tion), shows a reluctance to hire new workers
in future plans not observed since 2017. Also,
as highlighted in the past, we believe consumers
are not in very good financial health anymore.

e In Europe, while services continue to be solid,
recent data points to growth in manufacturing,
with positive figures for both new factory orders
and industrial production in Spain, France, and
Germany - maybe the first side-effects of China’s
reopening.
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e InEurope, the issue with inflation is that core is
rising faster than the headline figures, (drag-
ged down sharply by energy, as the base effect
from Ukraine fades away), whilst food infla-
tion stays stubbornly high, at around 15%.
Food inflation cannot be addressed by inte-
rest rates: governments instead are looking
at subsidies and or radical cuts in the VAT of
essential food items, such as bread, pasta, or oil.

o Post Zero Covid policy, the government only
recently withdrew mask restrictions on public
transport and in offices. At first, the Chinese
seemed to be hesitant to consume, and that was
shown in sluggish data: recent high frequency
data point to a surge in the services sector as
consumers spend, amongst other things, on tra-
vel and restaurants. The government is also now
trying all methods to revive its beleaguered pro-
perty sector and is trying to reactivate its private
sector, such as its embattled technology one.

Summing up the above we believe that:

e The US Federal Reserve is likely to increase its
benchmark rate by another 25 basis points, and
then stay put for several months: we thus believe, as
writtenin the past, that the market is overly optimis-
tic that the central bank will lower rates by almost
1.5% over 12 months, starting in July this year.

e We believe that the US is likely to enter, (or has
already entered), a shallow recession in Summer.
Obviously, should the recession be deeper, then
the central bankis likely to react by deeply cuttingits
rates again. It is not, however, our central scenario.

e The ECBislikely toincrease rates to aterminal
rate of around 3.75%, (this is the market
consensus also).

e The European economy should reaccelerate,
albeit not dramatically, to achieve 1% growth for
2023, helped by Asia reopening and Asian tou-
rism. Also, the full effect of the fiscal spending
from the European recovery Fund is being felt
now.

The above implies that equities will respond more
favorably to the brightening outlook, enabling
them to better cope with higher interest rates,
particularly in Europe.

Foreign exchange and
commodities

The USD is currently adopting our central scenario
described above, and it has been tumbling against
most developed currencies, with the EURUSD pair
recently crossing the 1.10 mark, a level last seen
in March of last year, as the US Federal reserve
started its massive tightening campaign. We be-
lieve the EUR could at least reach the level of
around 1.14-1.15, its pre-war level. As Japan nomi-
nated a new Bank of Japan governor, Kazuo Ueda,
there was some hope that there could be a new
path to normalization in both QE as well as yield
curve control: under Ueda’s predecessor the yield
target in 10-year JGBs was shifted twice to reach
50 bps from zero. Recent comments just dashed
that hope, as the new governor repeated plans
to continue with monetary easing, and warning
that inflation could fall back again below target.
The Japanese Yen is thus now expected to move ac-
cording to short-term rate differentials with the US,
rather than being driven by general USD weakness.

Gold reached USD 2,000 an ounce, a level last seen
as Russia began its invasion of Ukraine. Beyond
being driven by general USD weakness, we also
observed central banks, led by China, Turkey and
Uzbekistan, after a Covid hiatus, restarting their
purchases of the precious metal: Since November
2022, China alone increased its gold reserves by over
40 tons, or 14% of its total.

Crude Oil rose strongly to above USD 80 a barrel,
(WTI), after OPEC+ unexpectedly announced it
would cut production by about 1.2 million bpd. The
cartel commented that they were acting before
a global demand slowdown materializes. This was
obviously surprising, as China, a large consumer,
is reopening its economy, and we are witnessing
above normal inventory levels in the US. We believe
the reasons are probably linked to geo-politics: the
Middle East is changing, The US is notable for its
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increasing absence. It is welcome that China, Egypt
and Turkey are talking, and that relations between
rivals Iran and Saudi Arabia are thawing. Maybe itis a
stretch, but could we imagine that they cut production
to trip-up the United States, who is attacking China
on all economic fronts?

Strategy

In view of the above comments, we decided to main-
tain our positioning: slightly underweight equities,
overweight Europe, and Asia, and underweight
the US. We own a partial protective put, maturing in
September, on European equities and we are long
Gold.

Positioning

Overall Exposure

We are Underweight Equities, and Neutral Fixed
Income, with a Gold position, partially USD and
JPY hedged. Long a partial protection on European
equities.

Equity: Underweight

We have a very sizeable Underweight in US equi-
ties and a very sizeable Overweight to Continental
Europe, Neutral UK, Neutral Japan, Overweight Asia
ex Japan.

Thematic Equities

European Family Holdings, Asian Technology, Health
Improving Technologies and Services, European
Cyclical Champions, the UN’s 17 Sustainable Deve-
lopment Goals, Emerging Markets Healthcare.

Fixed Income: Neutral
Underweight Sovereigns, Overweight Investment
Grade USD and EUR Bonds.

Thematic Fixed Income

Neutral High Yield in USD and EUR, Long US Muni-
cipal Infrastructure Bonds, Long Hybrids, long Finan-
cial Credit and Long Asian Bonds.

Currencies: Portfolios have a 5% USD exposure.

Commodities: Overweight
Long Gold.
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Market overview as of 31s*march 2023

Equities (local ccies) Level 5D MTD YTD 2022
MSCI WORLD 279144 378% ,16% 7,88% -17,71%
GERMANY DAX 1562884 4,49% 72% 12,05% -1235%
FRANCE CAC40 7322,39 4,38% ,86% 1339% -6,71%%
UK FTSE100 763174 3,14% Ba8% 13,55% 457% !
BELGIUM BEL20 379319 4,60% %79% 2.60% 11475
SWISS MARKET INDEX 1110624 4,72% 59% 509% -14,29%
EUROPE EURO STOXX 50 431505 4,46% 01% 14,32% -8,55%k
US S&P500 410931 3,50% 67% 7,48% -18,18%
NASDAQ 100 1318135 3.25% 54% 20,77% -3236%
RUSSELL 2000 180248 3.96% ,78% 2,73% -2046%
JAPAN TOPIX 2003,50 3,54% 58% 7,07% 2,48%k
MSCI EMERGING 990,28 1,93% 04% 3,97% -1981%
BRAZIL IBOVESPA 101882,20 309% D91% %7,16% 4,69% |
MEXICO MEXBOL 53904,00 215% 21% 11,43% -5,77%k
HS TECH 430371 1,87% 67% 4,26% -26,66%
CHINACSI 300 456377 0,60% -0,45% 4,67% -19,83%
INDIA SENSEX 58991,52 2,55% 05% 287% 577% |
KOREA KOSPI 266334 257% 66% 10,76% -2321%
HONG KONG HANG SENG 20400,11 2,43% 49% 3,51% -12,56%
AUSTRALIA ALL-SHARE 415788 3,00% Dgan 3,08% 0,23% |
SAUDI ARABIA TADAWUL 10590,10 1,60% 5,70% 11,99% -4,96%%

US: Sectors Level 5D MTD YTD 2022
COMMUNICATION SVCS 191,53 146% 1089% 20,50% A9,89%
CONSUMERDISCRETIONARY 116398 5,58% 342% 16,05% B7.03%
CONSUMER STAPLES 780,38 2,53% 4,23% 083% -0,62%
ENERGY 63490 6,22% -021% 1-471% 65,43%
FINANCIALS 535,28 3,78% Blss5% %-5,56% -10,57%
HEALTH CARE 1510,73 1,77% 2,20% §-4,31% -195%
INDUSTRIALS 856,59 4,43% 0.66% 1347% -851%
INFORMATION TECHNOLOGY  2638,98 341% 1093% 21,82% B8,19%
MATERIALS 507,92 501% -1)04% 14.29% A,28%
REAL ESTATE 23478 531% -1h10% i188% B6.21%
UTILITIES 344,01 3,08% 492% 1-324% 156%

EUROPE: Sectors Level 5D MTD YTD 2022
BASIC MATERIALS 2899,27 416% -1.82% -0,25% 241%
CONSUMER GOODS 432611 141% 287% 472% 773%
CONSUMER SERVICES 152551 4,23% 4,14% 19,80% 18,22%
FINANCIALS 786,31 4,88% 887% 490% -193%
HEALTH CARE 3421,08 331% 4,47% 480% -372%
INDUSTRIALS 333545 503% 0,98% 13,50% “1888%
OIL&GAS 142695 508% -6185% -0,70% 30/59%
TECHNOLOGY 156385 4,44% 6,64% 22,23% 25,49%
TELECOMS 574,17 3,53% 1,97% 14,50% 18,24%
UTILITIES 2026,20 4,99% 420% i 851% -6l99%

‘WORLD: Styles Level 5D MTD YTD 2022
QUALITY 3489,30 301% | 6,84% 110,54% -22,21%8
MOMENTUM 317376 3,49% i 088% | -1,33% -17,79%M
VALUE 1115676 4,04% | -0.68% i 092% -6,529% 1
GROWTH 7898,36 3,51% i 693% {15,10% -29,21%1
VOLATILITY 8116,46 3,32% i 368% i 607% -15,74%M
SIZE 7607,39 4,04% i 132% L 612% -15,74%M
DIVIDEND 4584,19 3,64% i 334% i 531% -9,62% 1
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Fixed Income Level 5D MTD YTD 2022
Pan-Euro 3-5yrs IG 195,61 1-062% 1,29% 1,51% -11,37%0
Euro Aggregate 226,19 1 -092% 2,00% 2,09% -17,18%M
Pan-Euro HY Hedged Eur 382,78 0,76% -0,39% 2,759 -10,72%M
Global Inflation hedged EUR 24004 0,22% 3,10% 2,989 -18,94% 0
US Corp High Yield 2264,90 i 174% 107%} 357% -11,19%M
EMUSD Aggregate TR 1260,87 0,48% 124% 2,159 -15,26%M
EM Aggregate TR Local Ccy 141,12 0,34% 2,81% 3,11% -8,44% .
EUR Banks CoCo Tier 1 124,86 601% -11,36% -879% -12,63%M
EU GOVT HEDGED EUR 204,48 1 -120% 2,49% 2,349 -20,38%1
Global Aggregate 255499 1-037% 3,16% 3,01% -16,25%M

Commodities Level 5D MTD YTD 2022
GoLD 1969,28 | -045% 7179% 7,96% i -3,64%
COPPER 40945 | 017% -007% 7,45% | 26,84%
oILWTI 75,67 i 9.25% 3.79% B2% | 5501%
OILBRENT 7977 i 637% % 91% Fhs% | 50,15%

Currencies Rate 5D MTD YTD 2022
EURUSD 1,0839 0,73% 2,49% | o125% -693%
GBPUSD 1,2337 085% 262% i 210% -101%
USDJPY 132,86 163% b 243% | 133% 1146%
USDCHF 09153 -0.49% I -286% | -100% 3,13%
AUDUSD 06685 0,60% 0,65% | 188% 5160%
EURCHF 09841 0,23% | 044% | 026% -14,08%
USDCNY 68736 009% 1 -089% i -036% 528%
USDKRW 131840 061% | -160% NA. 42%
USDINR 81,43 -0,36% -059% | 067% 9,15%
USDIDR 14995 -1,06% b 1.67% | 368% 7.42%
USDBRL 50631 aBo% i -331% NA. 7,26%
USDTRY 19,1803 057% L 157% i 251% 78181%
BITCOIN 28395 281% 1 2267% L 7127% B30%
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This document has been prepared by Apricus Finance SA. It is not intended for distribution, publication, or use in any jurisdiction where such distribution,
publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document.

This document is provided for information purposes only and does not constitute an offer or arecommendation to purchase or sell any security. It contains
the opinions of Apricus Finance SA, as at the date of issue. These opinions do not take into account individual investor circumstances, objectives, or needs.
No representation is made that any investment or strategy is suitable or appropriate to individual circumstances or that any investment or strategy
constitutes a personal recommendation to any investor. Each investor must make his/her own independent decisions regarding any securities or finan-
cial instruments mentioned herein. Before entering into any transaction, an investor should consider carefully the suitability of a transaction to his/her
particular circumstances and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and
accounting consequences.

The information and analysis contained herein are based on sources believed to be reliable. However, Apricus Finance SA does not guarantee the time-
liness, accuracy, or completeness of the information contained in this document, nor does it accept any liability for any loss or damage resulting from
its use. All information and opinions as well as the prices indicated may change without notice. This document may contain articles from other financial
sources. These sources are always mentioned when included.

Past performance is no guarantee of current or future returns, and the investor may receive back less than he invested. The value of any investment in a
currency other than the base currency of a portfolio is subject to foreign exchange rate risk. These rates may fluctuate and adversely affect the value of
the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject to supply and demand.
Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price volatility and
making it difficult to obtain a price to dispose of the asset.

This document has been issued in Switzerland by Apricus Finance SA. Neither this document nor any copy thereof may be sent, taken into, or distributed
in the United States or given to any US person.
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