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SOMCH ApITAL

March Monthly Review
Dabih Investments

A summary of key events and market trends during the month
of March followed by your dedicated portfolio performance

analysis
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Global Markets Update

» Headinginto the end of the first quarter of 2022 and the swift
change in the investment and geopolitical landscape is
remarkable

» Financial markets have recovered well from the lows seen in
February and March, and Ukraine and Russia are negotiating
a peace which hopefully comes through sooner rather than
later upward with

Onward and

» That being said equity markets continue to trade negative for

the year with the Nasdaq and Dax down 9 % each and the

S&P 500 down 5 %

Larger rate hikes are

» This belies the level of churn we have witnessed and the net now being priced in ...

impact of higher rates and a flatter curve will likely be felt for and earlier

some time as borrowers adjust to the new reality of

normalization of interest rates

» While the US rates markets now price in almost nine 25 basis
point hikes over the next twelve months, Europe is expected
to move out of negative rates by the end of the year
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» In the US various programs will now be actively allocating
and spending the stimulus funds and this will lead to a strong
growth impetus despite higher rates. In Europe we would
expect to see the same from the higher defense and clean
energy initiatives.

» Volatility is off the highs of the year but we would expect to
see it the VIX in play given the geopolitical tensions and the
adjustments to the current interest rate curve dynamics.
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interest rates ...
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Portfolio Review

(Refer to Official Statements)

» Early February we have moved investment assets across from Daud to Dabih

» We took advantage of the March lows and higher volatility to both take outright exposures
and sell short dated equity put options, in line with our investment mandate

» This being said, we have kept total exposures low as the current macroeconomic
environment remains challenging, and we wanted to avoid taking excessive risks given the
nature of the account. This has so far proven to be the correct strategies as markets are
again correcting strongly in April, but our portfolio is very well insulated against that (as of
today we have 82% cash available in the account, which we will shortly use as collateral for
selling more puts)

» With respect to the portfolios, as of end of March:
o Daud was experiencing a loss USD 333k ytd, of which USD 172k are linked to our
business linked EUR FX forward
o Dabih was experiencing a ytd loss of -USD 101k

» Summarizing, our year to date 2022 investment losses are equal to USD -262k, meaning
a positive month performance of +19k, which on an average 10M portfolio means only -
2.62%, which compares very strongly to Nasdaq’s -9.08% and S&P 500 -4.95%
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> More importantly, we have ample liquidity now to take advantage of better valuations
across the board to try to capture a potential rebound in markets in a risk adjusted
fashion
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UMD APITAL
Key markets

Month to Date
Index (%) Year to Date (%)

Topix 3.15 -2.31

Hang Seng China Enterprises -6.21 -8.63

Dax -0.32 -9.25

Euro Stoxx 50 -0.55 -9.21

S&P 500 3.58 -4.95

Dow Jones 2.32 -4.57

Nasdaq 100 4.22 -9.08

US 10 Year Treasury 0.51 0.83
Bloomberg Barclays Global

Aggregate Index -3.05 -6.16

EUR USD -0.86 -5.69

uUsD JPY -1.35 -2.66

Gold 5.83 5.75

Recap of the month ...

Navigating rapidly rising interest rates and the unwind of central bank balance sheets was already a handful
to which investors are now required to factor in geopolitical tensions and additional supply chain concerns.
The same makes for an interesting combination of scenarios.

The NATO response to the Russian invasion of Ukraine has been quicker and stronger than most analysts
and observers could have envisaged. And the impact of the conflict is being felt globally and more so in
Europe which has heavy dependence on Russia for its energy needs.

Energy importing countries are at a large disadvantage given the spike in energy prices and, at the moment,
OPEC countries have not evinced a particular interest to increase their output to pick up any of the slack.
This in the longer term will lead to further development of renewable and clean energy technologies and
we would expect companies operating in this space to perform well.

The US vyield curve has flattened significantly over the least one month and currently the ten year US
Treasury bond yields barely one basis point over the two year note. Multiple analysts are now expecting
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meaningful inversion of this part of the curve and would expect said inversion to signal a severe slowdown
and recession. The Federal Reserve is now expected to hike interest rates around nine times over the next
12 months and likely higher after that. The discussions are also shifting to how many near-term hikes are
likely to be of 50 basis points instead of the usual 25 basis point hikes.

We would not be surprised to see a faster hiking schedule. However, we do feel it is equally possible that
the Fed pauses just shy delivering all the tightening the market currently expects. Financial conditions
through wider bond spreads have already tightened and that too would factor into the Fed’s forward
assessment.

Higher interest rates are likely to get businesses to re-evaluate their borrowing and spending plans.
However, we would expect this to be only a marginal impact on companies that have strong tail winds of
growth. These names would be primarily in the technology space and despite volatility in the short term
would likely deliver strong results in the coming quarters.

As the exception, the Bank of Japan has been muted on the matter of rate hikes and instead is hardening its
stance with regards capping the yield on the Japanese ten year bonds. This has played into a significantly
weaker Japanese Yen. While the Yen has already weakened some five percent from the start of the year we
would not expect this weakness to reverse until we note a policy shift to tightening.

The Volatility Index (VIX) has closely reflected the abb and flow of geopolitical concerns over the last month
and after hitting a high of around 38 at the end of February has now settled back down just below the critical
level of 20. Given the fluid geopolitical situation we would not be surprised to see volatility head higher in
the short term and would use these opportunities to lock in attractive premium for portfolios.
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All information in this report has been obtained from Bloomberg sources except where indicated otherwise. All data in this report is as of
the last international business day except where indicated otherwise.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”,
“believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”,
“can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such forward looking statements are based on
assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual
results to differ materially from those expressed in any forward-looking statements. Readers are cautioned not to place undue relevance on
these forward-looking statements. SGMC Capital expressly disclaims any obligation to update or revise any such forward looking statements

to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of unanticipated events

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

This report is for information and illustrative purposes only; it is in no way a recommendation, or an offer or solicitation to buy or sell any
investment products, but only factual information being provided. SGMC Capital will not be held liable for any information provided in this
document which is stated to have been obtained from third party sources, this information may be based on assumptions or market
conditions and may change without notice.

The information in this report was prepared by SGMC Capital and is current as of the date of the report. The information contained herein
has been obtained from sources that SGMC Capital believes to be reliable, but SGMC Capital does not guarantee its accuracy, adequacy,
completeness, reliability, or timeliness, and will not be held liable for any investment decisions made based on this information. Moreover,
SGMC Capital is not responsible for any errors or omissions or for the results obtained from the use of such information. All information and
estimates included in this report are subject to change without notice. This report is intended for qualified customers of SGMC Capital.

Past performance does not guarantee future results. Investment products are subject to investment risks, including possible loss of principal
amount invested.

You may not redistribute this report without explicit permission from SGMC Capital.




