R Green Drake™ Advisors, LLC
E E N D KE 175 Strafford Avenue, Suite One
Wayne, PA 19087

c >? (610) 687-7766 Voice
ADVISORS (610) 300-3211 Fax

www.greendrakeadvisors.com

Views From the Stream

April, 2021

The Monthly Letter covers two topics this month. First, we provide our Global Economic Quarterly,
with an analysis of the current global conditions and the key factors that will impact the coming
economic cycle. With the US recognizing the threat from China, US economic policy moved to
accelerate US growth and to create higher levels of investment into the economy. In many ways, the
U.S. continues to embrace the policies utilized by Emerging Economies over the past 20 years to
supercharge their growth. Should the U.S. continue down this path, it creates major implications for
how the Global Economy will grow and for the relative growth of Developed Economies compared to
Emerging Markets. Second, as always, we close with brief comments of interest to our readers.

Global Economic Quarterly, Part I1:
A New Path Ahead

The Global Economy continues to accelerate as global stimulus moves ahead and vaccinations roll out.
With stimulus coming from the 4 Corners of the Globe, whether the US, India, Nigeria, Chile, Japan, or
elsewhere, a strong tailwind continues to drive the Global Ship. And with vaccine production expected to
reach 10 billion doses in 2021, enough for every person in the Globe, the currents slowing the Global
Recovery appear set to dissipate, allowing the massive stimulus coupled with Global Reopening to drive
the Global Ship forward with Gale Force Winds, enabling it to fly through the waters with the best growth
since the 1990s.

And while the wind will propel the Global Ship for 2021 and 2022, a chop in the water will arise for those
countries that experienced smooth sailing for the past 20 years and a wind will arise impeding their
progress. This new Trade Wind will force them to tack, slowing their progress. As pointed out in the
Global Economic Quarterly, Part I: The Reopening Force & The Fight For Global Growth (March,
2021), the Global Economy faces fundamental change in the way trade, currencies, and technology will
impact individual countries moving forward. This stems from the rising Geopolitical Strategic Rivalry
between the U.S. and China, which forced the United States to reassess its existing economic and foreign
policy. With the start of a New Cold War and the need to meet this challenge, the U.S. moved to reclaim
its Economic Growth and control its technology. The economic consequences of such a shift in policy are
vast and only beginning to impact the Trade Winds which support the economic models built by many
countries around the Globe.
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Critical to achieving these economic goals and reorienting its foreign policy, the US needs to continue to
undo the economic harm caused by its entry into World Trade Organization in 2000 and the subsequent
gaming of the WTO system by China and other Emerging Economies. These countries utilized the new
rules to propel their economies forward at the expense of the United States and other Developed
Economies. This change in orientation by the United States will mean several important things for the
Global Economy. First, the U.S. will reassess trade with China and other countries. In doing so, it will
put National Security as the primary driver. This will force a change in Global Supply Chains as the U.S.
moves to secure these Supply Chains with domestic and geographically close production, likely within
NAFTA. China already began to feel the bite of this change as the following table indicates:

Year Share of Global Exports
2000 ~4.0%
2004 ~6.0%
2008 ~9.0%
2012 ~11.0%
2016 ~15.0%
2020 ~12.5%
2025E ~9.0%

Data from CEIC, www.ceicdata.com, with Green Drake Advisors estimate for 2025.

As clearly demonstrated above, China’s share of Global Exports peaked in 2016 and turned down. As the
U.S moves to secure Global Supply Chains, China’s share of Global Exports will continue to drop, as the
US moves to create production hubs in countries aligned with its needs, both economically and from a
foreign policy perspective. And for countries that moved to create large technology export hubs in Asia,
tied to Chinese exports, by subsidizing manufacturing plant to drive their exports and economic growth,
U.S. National Security will put a monkey wrench in their plans. With the U.S. moving to protect critical
supplies for National Defense, such as Advanced Semiconductor Production and Rare Earth Metals, and
moving to put Supply Chains for future technologies within its grasp, such as those for Electric Vehicles
and Hydrogen, growth in these countries will face a headwind slowing their growth. For example, the
U.S continues to focus on the construction of EV Battery Plants domestically along with the construction
of plants to produce the anodes, cathodes, and chemicals needed for these batteries. While this will not
impact 2021 or 2022, as a strong wind from the Global Recovery front’s arrival drives the Global Ship
ahead utilizing existing Supply Chains, growth post these recovery years will begin to look quite
different, as individual Country Ships face these new Trade Winds that will either impede their progress,
forcing their Country Ships to alter course, or aid their journey, enabling them to arrive at their
destinations sooner.
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Second, countries that depreciate their currencies to improve their Global Competitive Position will find
this activity meeting a much less receptive audience. With National Security now dominating trade
discussions, the ability to keep a currency undervalued despite large trade surpluses with the United States
will come under increasing pressure. Vietnam stands as the poster child that benefitted from this
approach. Not only have Vietnam’s exports to the United States risen significantly, but the U.S.
represents a rising share of its exports. From just 18% of Vietnam’s exports in 2013, the U.S. rose to 23%
of Vietnam’s exports in 2017 and will likely comprise almost 30% of its exports in 2021. (Data care of
CEIC))
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With Vietnam targeting the United States as an export destination, the willingness of the U.S. to continue
to allow exploding exports from the country will ultimately depend on whether Vietnam serves the
National Security and strategic needs of the United States. The price may come in the form of a naval
base or other type of arrangement that serves U.S. strategic interests. However, for Vietnam to expect the
current state of affairs to continue without some Quid Pro Quo would be naive. Such an approach, which
puts National Security and Global Strategic Position at the forefront, will change which countries retain
the privilege of unfettered Most Favored Nation status and enjoy the current Trade Winds. As America
looks to improve its Global Strategic Position, individual Country Ships will either align with the way the
new Trade Winds blow or face a strong headwind.

And last, in order to meet the growing Global Strategic Threat from China, the U.S. began to reassess the
location of Technology Manufacturing and R&D, both of which matter to National Security and to
economic growth. Countries that participate in the buildout and growth of new industries, all else
standing equal, what economists call ceteris paribus, will grow faster, by definition, than those countries
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that only focus on legacy industries, which stand much more mature, and possess lower growth prospects.
Of course, this needs adjustment for a country that is just building out its modern infrastructure, such as
Kenya or Tanzania in Africa, which should drive many years of strong economic growth.

While the U.S. produced 90%-+ of the Technology it consumed in 2000, today the U.S produces less than
30% in many critical areas. This includes broad areas such as PCs, servers, LEDs, and optical equipment,
among others. From a National Security perspective, this stands a massive vulnerability. And from an
Economic Growth perspective, this seriously impacts the ability of the U.S. to grow at a rapid rate. Given
that the United States now in a race with China to dominate the next generation of Technology, such as
nano-technology, 3D manufacturing, quantum computing, and material science, as well as the global
economy, policy stands in the midst of major change to meet this challenge, by resetting the rules and
altering the Trade Winds to blow in a direction that will enable the U.S. Ship to once more to lead the
race. Asa result, U.S. rules on what products can and cannot move outside the country will continue to
tighten. And spending, whether through dollars, subsidies, or tax incentives to ensure production of
future leading edge and next generation Technology, will massively accelerate. Furthermore, these policy
goals will allocate significant capital to support the wholesale move of existing Technology Supply
Chains out of China, Taiwan, Malaysia, and other Asian countries and back to North America. The
CHIPS Act represents just the tip of the iceberg and the first iceberg launched by the U.S. In order to
meet its policy goals, the U.S. will launch a whole flotilla of icebergs over the next few years. These
icebergs will force individual Country Ships to reroute their economies to avoid the Titanic’s fate. And
while companies such as Taiwan Semiconductor Manufacturing Corp. (TSMC) today believe they can
build small semiconductor fabs in the United States and focus their leading edge capital in Taiwan, U.S.
pressure over the next few years will grow massively, not only on such companies in a direct manner, but
on their governments who wish both access to the U.S. markets and/or U.S. support in deterring China’s
goals.

For those that choose to align with the U.S. strategically and understand the change in the Trade Winds,
such as India, a more lenient policy may continue, as with India’s production of generic pharmaceuticals
and vaccines. For those that do not, the shift in the Trade Winds may cause masts to snap, stranding and
setting adrift Country Ships to the vagaries of the Economic Ocean. Either way, with the Trade Winds
altering their course, A New Path Ahead continues to emerge. One that will permanently change the
routes Country Ships will travel, And, in doing so, it will determine which Country Ships will possess
advantage in their Economic Ocean journey as time passes and the Trade Winds continue their shift.
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Global Economic Quarterly, Part I11:
Scenes From Abroad

Dragon Takeoffs

For China, a year of negative economic growth stands athwart the ethos of the Communist Party.
Therefore, the Chinese economy cannot shrink. So, in 2020, when every other economy in the world
endured a recession and negative economic growth, ranging from 1% to more than 11% for the year,
China grew its economy by +2.3%. That represents a curious result given the significant portion of its
economy tied to Global exports. However, a simple explanation exists. Chinese Non-Financial Debt to
GDP rose by 23% to 26% in 2020, depending on the source, to somewhere above 285% of GDP. (Please
see data from the Bank for International Settlements (BIS) at https://stats.bis.org/statx/srs/table/f1.1 ,
which shows China reached this level of Total Debt to GDP as of Q3 2020.) In other words, the Chinese
government piled on debt, whether government or state owned enterprise (SOE) in order to meet their
mandate of growth. To put this into perspective, United States Debt to GDP totals somewhere around
245% +/- 5%. (This breaks out as follows: US Government Debt at ~104%, State and Local Government
Debt at 14%, Household Debt at 76%, and Business Debt at ~50%.) Certain institutions, such as the
International Institute of Finance, put China’s Total Debt to GDP at over 300% prior to the Pandemic,
which means China’s Debt to GDP could stand over 325% if the shadow banking system is included. For
analytic purposes, the BIS data stands well respected internationally. Given that, this data will form the
core of any analysis.

From this starting point, the Chinese Communist Party (CCP) laid out its growth objectives in its latest 5
Year Plan, released in early March. For 2021, the CCP targets GDP growth of “above 6%”, such that the
country continues along the path prior to 2020. However, curiously, the latest CCP pronouncement
contains no average growth target for the period from 2021 to 2025, unlike every other 5 Year Plan
published prior. The CCP 5 Year Plan merely indicates that GDP Per Capita should reach that of
“moderately developed countries” by 2035, implying a minimum growth target of 4.7%. With Global
Recovery underway, the 2021 goal stands in the bag, given China’s current position in Global Supply
Chains. However, the two factors highlighted above likely give the CCP reason to scale back on its
growth objectives. First, the realignment of Global Supply Chains away from China will create a drag on
Export Growth and on Foreign Direct Investment (FDI). As trade constitutes a significant portion of the
Chinese economy, export oriented industries will move from adding to China’s growth to subtracting
from it. The following chart from the World Trade Organization (WTQ) illustrates the challenge China
faces here:
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Chart 1 - World merchandise trade volume, 2000-2021
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As the chart above clearly illustrates, the rate of growth of Global Trade slowed significantly after the
2008-2009 Recession. And it demonstrates no growth since 2017. With China’s share of Global Trade
shrinking prior to the Pandemic, such a backdrop creates significant issues with China’s traditional
growth model. This model focuses on creating domestic end demand for products utilizing foreign direct
investment to build out industries in the country. Once demand and these industries reach critical mass,
the CCP creates domestic champions to serve domestic demand and produce extra product for export. It
subsidizes the construction of these plants, then shifts demand from SOEs from foreign enterprises to the
new domestic companies. The government then tariffs outside supply, providing a protected market for
its companies, ensuring profitability. This supports Investment and ensures a Trade Surplus. China’s
recent build out of 20% of global polycarbonate production stands a simple example of this strategy.

Second, utilizing debt to create growth works to a point. When fundamental growth slows, typically, a
country or a company, looks for new sources of growth. This can occur by moving into new products to
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sustain growth or by entering whole new industries. For the past 20 years, China drove its economy by
entering industry after industry. Initially, this growth self-funded, due to the strong returns it generated.
However, asset returns began to fall after the 2008-2009 Recession, as China entered industries where it
possessed no competitive advantage. And new countries began to displace products that required cheap
labor. Despite this, China continued to target the same growth rate for its economy. In order to sustain
this growth, China needed to take on Debt at an accelerating pace. Thus, overall Debt to GDP soared over
the past decade as the following chart illustrates:
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Chart courtesy of www.bis.org.

China’s Total Debt to GDP, which stood at ~175% in 2009 after the prior Recession, now stands at
285%+. And with Debt growth exceeding GDP growth over the past decade by a ratio of 2 to 1, China
faces a true challenge going forward. If Investment Growth merely matches that of the past decade and
Debt Productivity stays the same, unlike the past 10 year history of falling productivity of debt, then
China’s Total Debt to GDP would exceed 385% by 2035 to meet its GDP Per Capita goal. This stands an
unsustainable level for any country.

For China, economic growth will continue at historical rates in 2021 and 2022. China’s current position
in Global Supply Chains almost guarantees such an outcome. However, longer term growth stands at risk
as Global Supply Chains move to exclude China. With a Dragon Takeoff in process, the question remains
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as follows: what altitude can the country achieve for economic growth before being forced to return
towards the ground.

Elephant Stampedes

For India, after a rough Fiscal 2021 Year (the Indian Fiscal Year ends in March), the Fiscal 2022 Year
(calendar 2021 Year) should produce the strongest growth in decades. Real GDP Growth may hit 14% or
more. At the same time the long term Property Cycle may have bottomed and the Government appears set
to increase the deficit to boost capital spending by 26%. Should India’s fundamental growth find itself
aided short term by increased government spending and long term by the turn in the Property cycle, India
could produce strong growth for many years. Already, bank credit growth began to accelerate. After
peaking at 15.1% in late 2018 Year-Over-Year (YOY) it fell to just 5.0% YQOY in September 2020.
However, since then the growth rate took a steady path upward reaching 6.7% YQY in January. In
addition, Industrial Production stood at 97% of its pre-Pandemic level in January. With the economy
continuing to open up, growth should continue to accelerate.

The real cherry-on-top of the Ice Cream Sunday could prove the Property cycle. The Residential Housing
cycle peaked in calendar 2012 at more than 9% of GDP with Residential Area Sold in the Top 7 Cities at
over 400 million square meters. As demand slowed, steadily dropping to under 300 million square meters
in 2017, Inventory built, peaking at over 1,000 million square meters in 2015 and 2016. This represented
over 3 years of Inventory. Demand picked up in 2018 and 2019, with the cycle appearing to turn.
Unfortunately, the Pandemic undercut this turn, returning the market to 2017 levels. However, despite the
hit to demand for space in 2020, Inventory continued to drop, falling below 800 million square meters in
2020 for the first time since 2012. With Residential Affordability at its best levels since Fiscal 2004
(calendar 2003), calendar 2021 demand should rise strongly as the economy continues to reopen. This
should drive Inventory down further.

Over the past 5 Years, Residential Housing Investment created a 06% - 0.7% per year drag on GDP
Growth. A turn would add 1.2% - 1.4% per year to GDP Growth. In addition, as demand rises for all the
inputs into Residential Housing, further Investment into plant to deliver everything from windows to
doors to drywall should occur. This should further aid Indian GDP Growth. More Investment will come
from the Government’s recently announced major capex cycle for roads, railways, communications, and
other needed infrastructure. And with the economy reopening over the next 12 months, as the COVID
Pandemic either burns itself out or succumbs to vaccines, an Elephant Stampede lies ahead.
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The Rising Sun Again

For Japan, a long quarter century appears over. While GDP growth over the past 25 years approximates
zero, policy changes coupled with fundamental economic changes should enable Japan to finally grow on
a long term basis. The source of Japan’s malaise stems from its massive overreliance on exports. And
while investors still perceive the economy as export driven, the reality differs. The economy continues to
move towards a more sustainable model, with domestic consumption playing a much larger role. In
addition, it appears the Bank of Japan (BOJ) will support the economy through explicit monetization of
government spending. Since 2012, monetization of the Japanese government’s budget underwrote
anywhere from 20% to 80% of government spending, averaging somewhere in the middle. This massive
pumping of cash into the economy appears to finally be working its magic. Inflation continues to move
up slowly, starting to drive Nominal GDP upward. Given that Japan’s Government Debt to GDP exceeds
240%, monetizing debt while maintaining interest rates near zero will enable the country to grow out of
its debt over time. When coupled with a cyclical recovery, this dynamic should mean The Rising Sun
Again for the country.

Delayed Samba

For Brazil, the Pandemic continues on. Unlike Europe, the US, Japan, China, and Southeast Asia, cases
continue to rise to all time highs. According to Medicines Sans Frontieres, Brazil possesses the poorest
government response to addressing the disease. Despite this humanitarian disaster, Brazil should still eke
out 3%+ real growth this year, driven by a global recovery. With Brazil a major commodity exporter and
industrial commaodity prices and demand strongly responding to all the stimulus created around the globe,
Brazil cannot help but benefit from this turn. However, given that GDP fell over 4% in 2019, this will
still leave the economy below where it stood in 2019.

Old Man Hopes

For Europe, vaccine supply issues continue to harass an otherwise clear exit from the Pandemic. And
while vaccine issues, such as Astra Zeneca’s blood clots and J&J’s latest travails, continue to make front
page news, the vaccination numbers continue to rise. With the physical number of doses available from
alternatives to the Astra Zeneca vaccine headed much higher, Europe should complete vaccinating its
populace by the end of Q3. Thus, Europe’s reopening will run just 1 Quarter behind the US.

As to the economy, the European Central Bank continues to pump money into the EU. As the following
graph shows, year-over-year money growth continues to accelerate and at levels last reached during the
recessions of 2008 and 1990:
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With the ECB providing a strong tailwind for the economy and major governments continuing to pump
spending into the pie, the EU should see a massive recovery once the economy fully reopens. In fact,
Industrial Production stands above pre-Pandemic levels even before the economies really recover:

EU-27, Industrial production for total industry and main industrial groupings, 2005-2020
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For Germany and Eastern Europe, the above chart signals economies that stand in good position to leap
forward once full economic reopening occurs.
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For those more dependent on services, such as Italy and Spain with their massive tourism industries, the
2020 Recovery Year will still leave their economies well below the level of 2019. For those wondering
why the EU continues to move down the path of creating Euro-bonds and providing massive economic
aid to these countries, the alternative path looks much less promising for the EU. For Germany, in
particular, buying off these economies with aid will forestall their leaving the EU. In such an exit, Italy
and Spain would massively depreciate their currencies, boosting both their economies at the expense of
Germany, The Netherlands, Belgium, France, and Austria. Germany likely would take a massive hit to its
exports as its manufacturers lose global competitive position, leaving its economy lagging behind for
many years. For Spain and Italy, such a move would restore their economic growth to the levels prior to
their EU entry and allow them to grow real incomes once more. Whether the aid ultimately stops their
exit or not, remains to be decided. However, in the short term, with the EU Economy headed for
recovery, Old Man Hopes will spring anew.

Begins A New Climb

For the United States, despite the economy falling almost 3.5% in 2020 compared to 2019, Q4 2020 GDP
stood less than 1.9% below the level of Q4 2019. With massive government support, a sharp recovery in
GDP followed the Q1 fall, unlike in 2009:

FRED as4 == Real Gross Domestic Product

5.0

25

25

-5.0

Percent Change from Year Ago

75

-10.0

2004 2006 2008 2010 2012 2014 2016 2018 2020
U.S. recessions are shaded; the most recent
end date is undecided. Source: U.S. Bureau of Economic Analysis fred stlouisfed.org

With the economy continuing its rapid recovery, a move from traditional Early Cycle leaders of Housing
and Autos towards Mid Cycle industries should unfold as the year progresses and these industries hand
off the baton.
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The Housing and Auto recoveries stand very mature from a cyclical perspective. For housing, a Federal
Reserve driving interest rates downward to levels below those during the Great Depression greatly aided
the industry. First, it created a spike in demand for existing and new homes in 2020 as housing became

much more affordable. The following graphs clearly demonstrate this:
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Second, New Single Family Home production exploded in response, as the following graphs of Starts and
Permits shows:
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New Home Permits stood higher only during the Housing Bubble from 2003 — 2008. Third, in addition,
to the supply of New Homes coming, there exists a large pool of foreclosures awaiting an end to the
Foreclosure Moratorium, as 3.0+ million homeowners are behind on their mortgage payments. This
group includes 2.1 million homes in “Forbearance”. These homeowners stand most at risk of Foreclosure
once the Moratorium ends. Many possess monthly payments over a year behind with little hope of
catching up. And should they have lost their jobs, the opportunity to restructure their loans will
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disappear. As such, if just half these non-performing loans end up foreclosed, this represents an
additional year of Supply to the Housing marketplace. This should hit late Q1 2022, just as the lagged
impact of rising rates slows down the Housing Market.

For Autos, the industry just experienced its sharpest recovery since the 1950s. Sales of Autos now equal
their Pre-Pandemic levels:
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With Auto sales at these levels, a full recovery already exists in the industry.

However, as the economy exits Early Cycle driven growth and enters Mid Cycle, new areas will thrive.
These include those benefitting from Capital Spending and Infrastructure. Corporate Profits stand at
record levels:
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This record level includes the whole travel and leisure industry, representing 10% to 12% of GDP, that
possesses significantly depressed profits or losses. As the reopening continues, these industries should
disproportionately benefit, driving Corporate Profits to new heights. Corporate Profits typically lead
Capital Spending by 6 months. Given the current record level of profits and the prospect of significant
growth as these industries recover, Capital Spending should follow.
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The last area to benefit is Infrastructure. This likely stands a H2 2022 or early 2023 event. Government
Infrastructure Spending typically peaks in a Presidential Election Year. This should come as no surprise
as the politicians in power attempt to boost their re-election prospects and point to actual
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accomplishments they can demonstrate to the voters. Unfortunately, relative to GDP, Gross Government
Investment continues in a long-term downtrend as the following graph demonstrates:
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For the US, after the buildout of the Federal Highway System during the 1950s and 1960s, Government
Investment to GDP ran 4.5% to 5.0% on average through the 1970s and 1980s. It then took a step
downward under President Clinton, running between 3.8% and 4.0% during his Presidency and ending at
3.78% in Q4 2000. Once George Bush entered office, a slight improvement came, with capital spending
recovering to the 4.0% — 4.1% level on average. Government Investment then took another step
downward as President Obama focused his energies on the Affordable Care Act. Once the economy
recovered from the Housing Crash, Government Investment averaged only 3.3% - 3.4%. President Trump
reversed some of this fall, but Government Investment only rose back to 3.6% under his Presidency. For
Americans wanting to understand the crumbling roads and bridges they must traverse, the chart above
easily explains how the government did not invest enough in basic infrastructure. This stands in contrast
to State and Local Government which remains more responsive to the will of the voters as they must
answer in a way the Federal Government does not:

Confidential — Do not copy or distribute. The information herein is being provided in confidence and may not be reproduced or further disseminated without
Green Drake Advisors, LLC’s express written permission. This document is for informational purposes only and does not constitute an offer to sell or
solicitation of an offer to buy securities or investment services. The information presented above is presented in summary form and is therefore subject to
numerous qualifications and further explanation. More complete information regarding the investment products and services described herein may be found in
the firm’s Form ADV or by contacting Green Drake Advisors, LLC directly. The information contained in this document is the most recent available to Green
Drake Advisors, LLC. However, all of the information herein is subject to change without notice. ©2020 by Green Drake Advisors, LLC. All Rights
Reserved. This document is the property of Green Drake Advisors, LLC and may not be disclosed, distributed, or reproduced without the express written
permission of Green Drake Advisors, LLC.



Green Drake™ Advisors, LLC
G RE E N D RAKE 175 Strafford Avenue, Suite One
Wayne, PA 19087
C >? (610) 687-7766 Voice
ADVI S 0 R S (610) 300-3211 Fax

www.greendrakeadvisors.com

FRED -~/ — state and Local Government Gross Investment/Gross Domestic Product
0.032
0.030
0.028
0.026
0.024
0.022

0.020

Bil. of $/Bil. 0f §

0.018
0.016
0.014
0.012

0.010

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020
U.S. recessions are shaded; the most recent
end date is undecided Source: U.S. Bureau of Economic Analysis fred stiouisfed.org

However, even with State and Local Government needing to respond more rapidly to the voters, Gross
Investment to GDP fell significantly from 2008 to 2014, before stabilizing at close to levels last
consistently seen in the country from 1950 to 1953. With President Biden focused on addressing this
need, the United States might finally reverse this long term downtrend.

For the US, the country stands in the classic Early Cycle position. Housing and Autos led the recovery, as
is normal. Corporate Capital Spending stands ready to take the baton in the relay race followed by
Government Investment. And with Consumer Spending likely to grow over the next few years, end
demand should support all this Investment. For the US, the path moves onward and upward after a brief
interruption for the Pandemic. The next summit lies ahead and the country stands ready to make the
assault. With the economy acting in a classic cycle and the banking system ready to lend, little stands in
the way as the country Begins A New Climb.

Soy-anara, How Do You Spell Relief, and Saved By The Peak

Finally, we close with brief comments on Soy-anara, How Do You Spell Relief, and Saved By The
Peak. First, according to the Buenos Aires Grain Stock, the La Nina impacted crops considerably down
South with much dryer than expected weather. Both corn and soybean crops are suffering from Poor
Soil Moisture. The soybean crop took a very hard hit with Poor/Very Poor Crop Conditions impacting
32% of the soybean crop compared to 8% a year ago. Given this, we say Soy-anara to the Argentine
soybean crop. Second, with the Pandemic winding down, consumer behavior appears returning to
normal. This means working through the massive stockpiling of Consumer Staples that occurred. For
example, according to data from AC Nielson, toilet paper demand fell 4% in January compared to a year
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ago. Other products, such as Clorox wipes, which saw massive increases in demand likely face leaner
times ahead as consumer’s right size their inventories. Given that many manufacturers added capacity
and raised prices aggressively, declining demand and falling capacity utilization likely will put pressure
on pricing throughout Consumer Staples. For consumers which endured these price increases over the
past year, we see them saying How Do You Spell Relief, Reopening. And Third, office space demand
crashed during the Pandemic. With the economy reopening, companies will once more request that
workers be present, but maybe not all the time. Assuming consumers Work From Home (WFH) 2 Days
Per Week, up from 0.7 Days prior to the Pandemic, then office demand would fall 28% compared to
pre-Pandemic levels. However, with companies needing to have everyone in the office some days, a
large part of this fall will get offset as companies size their space for Peak Demand. It is thought that
potentially 17% to 20% of the 28% or between 60% and 75% of the drop in demand will be offset,
leaving overall demand down just 8% to 11%. Given this, we see office building owners Saved By The
Peak.

In Closing

Should you have any guestions on how the above issues or the items discussed in our accompanying
cover letter impact your family’s financial position or your business’s future as well as the potential
actions you could take in response, please do not hesitate to contact us. We welcome the opportunity to
discuss this with you.

Yours Truly,

Paul L. Sloate Steve Rodia
Chief Executive Officer President

& Senior Advisor & Senior Advisor
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