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INTRODUCTION

Rarely has the global economic landscape shifted so dramatically within a single quarter as it has in 2025.
The interplay of dynamic factors — geopolitical risks, an escalating trade war marked by tariffs, and
extreme market volatility — validates and bolsters the tenets of our Investment Outlook 2025.

These powerful forces serve to validate and deepen the relevance of our "New Economics Era”
framework. This updated perspective for private markets is structured into two sections: Part A examines
the evolving implications of trade tariffs and the new ESG realities, followed by Part B, which details our

recalibrated investment convictions for both near-term tactical opportunities and long-term strategic
allocations.

PART A: SOME Q&AS

##1: CURRENT U.S. ADMINISTRATION BLANKET TARIFFS: A
BOLD GAMBLE OR A RISKY OVERREACH?

How do we interpret Trump administration recent decision to impose blanket tariffs on all countries—
including allies, rivals, and adversaries? What are the broader implications?

We believe this could go down as one of the biggest self-inflicted wounds in U.S. economic history.
Trump’s April 2, 2025, decision to impose sweeping tariffs may damage not only American consumers and

businesses but also shake the very global trade system the U.S. once championed, helped build and from
which it has long benefited.

EXHIBIT 1: CENTURY-HIGH GLOBAL TRADE FRICTION PRESENTS EVOLVING RISK-
REWARD LANDSCAPE FOR INSTITUTIONAL ALLOCATIONS

US Tariffs Surge to 100-Year High as Global Trade Barriers Escalate
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In recent weeks, U.S. importers faced a new era of protectionism (albeit with some exceptions and 90-
day reprieve pending negotiations): a universal 10% tariff on all goods entering the country,
complemented by aggressive, country-specific duties aimed at major trade deficit partners. These actions,
building on prior tariffs affecting China, Mexico, Canada, and the auto sector, will propel America’s
average tariff rate to levels unseen since the early 20th century or in over 100 years.

Trump’s argument rests on a flawed premise—that trade deficits are economic failures, akin to business
losses—when in reality, they reflect intricate global supply networks. His nostalgic fixation on factory jobs
ignores the transformative impact of free trade, which has empowered the U.S. to evolve into a high-
value economy built on technology, services, and cutting-edge innovation.

The proposed “reciprocal” tariffs are crude, back-of-the-napkin formula: take the U.S. trade deficit with a
given country, convert it into a percentage of imports, and divide by two. It ignores the real dynamics of
trade barriers and dismisses the complex architecture of global commerce. More than that, it recklessly
disregards U.S. commitments under existing trade agreements and offers no credible path to boosting
U.S. competitiveness or investment appeal.

The immediate impact of Trump’s tariff measures on the U.S. economy is likely to be higher inflation and
weaker growth. Our analysts project that annual inflation could climb above 4% by the end of the year,
intensifying pressure on American households already strained by a 20% increase in prices since the onset
of COVID-19. As a result, the prospect of interest rates remaining higher for longer becomes more likely.

EXHIBIT 2: HEIGHTENED GLOBAL TRADE BARRIERS: A GENERATIONAL SHIFT
RESHAPING INVESTMENT STRATEGIES OF ASSET MANAGERS & ALTERNATIVES

Worldwide Trade Friction Highest in a Century
30%

Additional after April 2
B Additional up to April 2
B Initial level

20%
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0%
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Source(s): Haver Analytics, PIIE, Refinitiv Eikon, World Bank, IMF, Zinqular Research Hub, as at April 2025. Note(s): Based on 2022 WITS data;
weighted average tariffs applied to US exports alongside the world average tariff. Additionally, includes publicly announced tariffs on US exports
by other countries as of 12 April 2025.

In addition, we think the alarm bells are ringing for American businesses. Forced to rethink their supply
chains and invest in costlier domestic sourcing, they also face a volatile trade climate marked by erratic
policymaking and looming retaliatory tariffs. Investor confidence is slipping fast— recent market plunge
in both the S&P 500 and the dollar is a clear sign that the belief in U.S. economic dominance or
exceptionalism is wearing thin.

The imposition of tariffs by the Trump administration is expected to have profound economic
repercussions for export-reliant nations, especially those in Southeast Asia. The hard-won gains in poverty
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alleviation across the region could be reversed. Meanwhile, the broader global outlook remains dim, with
slow growth persisting in key economies including the European Union, Japan, and China.

Retaliation is a natural reflex in the face of protectionism, but this juncture demands prudence over
provocation. The administration has made it clear it intends to respond in kind, yet measured decision-
making should guide the global response. Excluded trade partners would be better served accelerating
intra-regional free and multilateral trade frameworks. After all, the United States comprises merely 13%
of global goods imports, and belief in the principles of comparative advantage endures across much of
the international community—despite the current U.S. administration’s stance.

There was nothing liberating about this moment for America. Should Trump prevail, the U.S. will turn
inward—cutting itself off from the very global system that fueled its rise. The fallout will be global, but
the rest of the world can choose a different path.

In the immediate term, America’s GDP will take a hit, dragged down by a temporary surge in imports as
businesses raced to front-load shipments ahead of new tariffs.

EXHIBIT 3: US GDP SHRANK BY 0.3% AS TWO FORCES CONVERGED - A HISTORIC
SURGE IN IMPORTS (FIRMS FRONT-LOADING AHEAD OF TARIFFS)
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Source(s): Zinqular Research Hub, US Bureau of Economic Analysis, Wolfstreet, as at April 2025.

As amplified by Q1 2025 BEA data, America’s GDP shrank by 0.3% as two forces converged: a historic surge
in imports (companies front-loading ahead of tariffs) slashed 5.0 percentage points from real GDP, and
government spending cuts subtracted another 0.25 points. This contraction occurred even as consumer
spending grew 1.8% and private domestic investment skyrocketed 21.9%, including a 22.5% jump in
equipment purchases as businesses expanded U.S. production to avoid tariffs.
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##2: THE TARIFF TRAP: WHY PROTECTIONISM FAILS TO
REVIVE OUTSOURCED MANUFACTURING JOBS IN
DEVELOPED ECONOMIES

Tariffs are often promoted as a tool to protect domestic industries and revive manufacturing jobs in
developed economies such as the U.S., Europe and so forth. However, the reality is more complex.
While tariffs may offer short-term protection for certain industries, they fail to generate sustainable
job growth in wealthy nations. This pattern reflects what we call the "Tariff Trap" — a set of economic
realities that undermine the very goals tariffs claim to achieve.

First, tariffs tend to backfire by raising production costs and shrinking demand. Picture a scenario
where tariffs succeed in making foreign imports prohibitively expensive, forcing reliance on domestic
production. In theory, this sounds like a victory. But in practice, it leads to unaffordable goods for
consumers. Higher prices erode purchasing power at home while retaliatory tariffs abroad shrink
export markets. For example, when the U.S. imposed tariffs on Chinese goods between 2018-2019,
American manufacturers faced rising input costs. Iconic companies like Harley-Davidson responded by
relocating production overseas to avoid the inflated price of steel, illustrating that tariffs can push jobs
offshore rather than protect them.

Second, tariffs cannot reverse the tide of automation and technological disruption. Even if tariffs
successfully limit foreign competition, they do nothing to prevent automation from replacing human
labor. In fact, reshored factories in developed economies often embrace robotics and Al to remain
competitive—leading to higher output but fewer jobs. The U.S. steel industry is a case in point. After
tariffs were imposed on steel and aluminum in 2018, companies like U.S. Steel and Nucor expanded
capacity but invested heavily in automation, undermining hopes of large-scale job creation.

Third, retaliation from trade partners damages export-driven industries. When wealthy nations impose
tariffs, they invite countermeasures that hurt domestic exporters. Jobs tied to exports—whether in
aerospace, agriculture, or high-tech sectors—face declining demand abroad. In many cases, these job
losses outstrip the employment gains in protected industries, leaving the broader economy worse off.

Finally, rather than bringing jobs home, tariffs often incentivize companies to offshore production to
third-party countries outside the tariff regime. Instead of reshoring, businesses adjust their supply
chains to bypass tariff barriers, shifting jobs to nations unaffected by the trade dispute. The net result
is not a revival of domestic employment but a geographic redistribution of global manufacturing.

In sum, while tariffs offer symbolic appeal as a defense of domestic industry, they fall short as a
sustainable strategy for job creation in advanced economies.

Recent data underscores a critical yet often overlooked dynamic in U.S.-China economic relations: the
economic stake of U.S. corporations operating within China far exceeds the traditional export
relationship. In fact, S&P 500 companies generate an estimated $1.2 trillion in annual revenue from
their operations in China—a figure that dwarfs the total value of U.S. exports to China, which stands at
only $199 billion for goods and services combined, and $144 billion for goods alone. This disparity
reveals a profound reality: America’'s economic exposure to China is driven far more by the in-country
activities of multinational corporations than by exports crossing borders.

This distinction has major implications for trade policy. While tariffs target U.S. exports or imports, the
revenue streams most critical to U.S. corporate performance are embedded within the Chinese
domestic market. The fact that 6.7% of S&P 500 revenues are derived from China points to a business
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model rooted in foreign direct investment, local operations, and on-the-ground sales to Chinese
consumers—not simply exporting American-made goods into China. Consequently, policy measures
that disrupt the bilateral relationship risk damaging the revenue base of major U.S. corporations far
beyond the narrow channel of trade balances.

EXHIBIT 4: S&P 500 REVENUES FROM THE CHINESE MARKET ARE MUCH GREATER
THAN TOTAL U.S. EXPORTS TO CHINA, SIGNALING DEEPER CORPORATE INTEGRATION
IN THE CHINESE ECONOMY

S&P 500 revenue from China roughly six times US exports to China

US Corporate Revenue Exposure In China Vastly Exceeds The Value Of U.S. Exports To China
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Source(s): Zinqular Research Hub, Factset, Macrobond, US Census Bureau, Apollo; as at April 2025. Note(s): S&P 500 revenue is calculated as
revenue exposure to China (6.7%) multiplied by LTM total revenue.

In short, blanket tariffs may be counterproductive, failing to account for the deeper integration of U.S.
firms within China’s economy. The greater vulnerability lies not in restricted exports, but in potential
curtailment of local operations, lost market access, and declining revenues within China itself. Any
serious discussion of economic decoupling or trade conflict must grapple with this embedded
corporate presence and its strategic importance to American business.
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##3: TARIFFS IMPLICATIONS - U.S. DOLLAR EXORBITANT
PRIVILEGE & US TREASURIES

In light of the Trump-era tariff policies, how do we perceive the long-term geopolitical and economic
implications for the U.S. dollar's 'exorbitant privilege'? What observable shifts in global financial
dynamics are you witnessing and the future role of the dollar in the international monetary system?

In the global financial theater, 2" April 2025 - stood out as a day of unexpected dissonance; marked more
than just a market jolt. Trump administration’s aggressive tariff announcement and strategy sent tremors
through the markets—stocks sank, volatility surged, and Treasury yields climbed.

The 10% market drop over two consecutive days—April 3rd and 4th—has happened just four times since
1952, underscoring the rarity of this turmoil. Such chaos has traditionally steered global investors toward
the U.S. dollar, the relative world’s go-to safe-haven currency. Yet beneath the surface; in a striking
departure from the norm, something more ominous unfolded in the currency markets; the dollar fell. The
fall wasn’t marginal—it was, by statistical measures or model forecasts, the most pronounced in 4 years.
This unusual move hinted at something deeper: perhaps the start of a broader reassessment of the U.S.'s
role in the global economic order. It suggests investors were not merely reacting to noise, but reevaluating
the credibility of U.S. economic management and the long-held assumption that the dollar will always be
a default refuge. It was a signal that confidence was faltering.

The DXY dollar index has recovered slightly, but there’s a growing, almost tangible unease about where
the dollar is heading. Respected market analysts are sounding the alarm, warning of a potential
“confidence crisis” in the dollar. The U.S. currency has long been propped up by massive foreign inflows
over many decades — now, that money might be preparing to “leave”.

EXHIBIT 5: U.S. FINANCIAL LANDSCAPE IS EXHIBITING A RARE PHENOMENON: RISING
TREASURY YIELDS COUPLED WITH A DECLINING DOLLAR

Concurrent Rise in Treasury Yields & Fall of US Dollar Represents a Deviation

From Historical Patterns Typically Observed During Risk-Averse Market Environments
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Source(s): Zinqular Research Hub, Trading Economics as at April 2025.
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At the end of 2024, the Bureau of Economic Analysis (BEA) estimated the U.S. net international investment
position at a deficit of $26.2 trillion, with total cross-border assets and liabilities reaching $88 trillion. This
enormous imbalance means that any factor deterring foreign investment in U.S. assets—such as policy
instability—could have a more profound impact on the dollar than changes in trade flows alone. Our
Leading FX strategists now forecast a prolonged and deeper decline in the U.S. dollar. Their view is not
driven merely by Trump's aggressive tariff regime, which was already priced in, but by a broader
reassessment of what his economic strategy means for America’s currency standing.

Unlike the prevailing view among many analysts who believe tariffs will boost the dollar, Zinqular sees a
different outcome emerging. Our reasoning is twofold. First, the escalating trade tensions—many of which
we view as avoidable—along with an array of policies that fuel uncertainty, are dampening both consumer
and business sentiment. This weakening confidence is undermining any potential dollar -positive effects
by dragging down expectations for future growth. Second, deteriorating trends in U.S. governance and
institutional integrity are beginning to chip away at the "exorbitant privilege" that has long supported the
strength of U.S. assets. As this foundation weakens, so too does the attractiveness of U.S. asset return
and the dollar’s long-term prospects—unless a meaningful policy reversal is undertaken.

The third issue, which closely relates to the others, lies in how the tariffs are being implemented. Investors
are finding it increasingly difficult to accurately price these trade measures. While exchange rates—
especially the strength of the U.S. dollar—have traditionally acted as shock absorbers during tariff
impositions, as seen in both the earlier U.S.-China trade war and the initial Canada/Mexico tariff phase in
early 2025, the unpredictable shifts in implementation timelines and crude tariff modeling are heightening
uncertainty. This uncertainty, in turn, is feeding into growing concerns about a potential recession. Unlike
well-targeted tariffs that enable structured negotiations, the current broad and unilateral approach
discourages flexibility from foreign producers. As a result, U.S. businesses and consumers are left bearing
the cost burden, while the dollar must weaken further to restore equilibrium—especially if supply chains
and consumption patterns can't adjust quickly.

The aftershocks of US dollar (USD) weakness and surge in UST yields is reverberating in FX markets
globally. For instance, the Taiwanese dollar (TWD) surged the most in nearly four decades. Its currently
trading at 3% higher against the USD at 31.06 at time of this publication. Our analysis suggests the TWD's
sudden surge is caused by local life insurance firms belatedly scrambling to hedge their dollar exposures;
triggering outsized demands for TWD. This is already causing some contagion in places like South Korea,
where the Korean won (KRW) has also suddenly jumped. We believe most Korean insurers are using the
KRW as a substitute hedge for dollar exposure, due to the rising costs of directly hedging in USD —
intensifying the FX market’s volatility.

On a macro level; this signals a pivotal turning point amplifying our “New Economic Era” framework: the
U.S. dollar’s era of unparalleled dominance, sustained over the past decades, may now be approaching a
gradual decline—though this transition is likely to unfold over several decades. In this evolving scenario,
the euro and Japanese yen stand to gain the most. Mid-term projections now place the EUR/USD
exchange rate at 1.12, 1.15, and 1.20 over the next three quarters—up from previous estimates of 1.07,
1.05, and 1.02. This is an average increase of approx. 11%.

Likewise, USD/JPY is expected to fall to 138, 136, and 135, compared to prior projections of 150, 151, and
152. This is an average depreciation rate of 14.7% over the next three quarters. It’s a bold stance, but
we’re willing to say it: the era of America’s “exorbitant privilege” might be fading. While this could still
prove early, the real alarm will come if we witness sustained days of rising U.S. Treasury yields and a
weakening dollar. That would signal a more decisive retreat of foreign capital from the $26 trillion net
international investment position.

The picture is not encouraging. The concurrent spike in Treasury yields and depreciation of the U.S. dollar
signals deeper unease. Typically, periods of rising market volatility—as reflected in the surging VIX—drive
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capital toward safe assets like Treasury bonds. But in this instance, a rush by highly leveraged hedge funds
to raise cash has led to a broad Treasury sell-off, reversing the usual safe-haven behavior and pushing
yields upward. This counterintuitive dynamic mirrors what we witnessed during the early COVID-19
market panic, where rising yields and volatility created a feedback loop of instability. Back then, the Fed’s
decisive intervention was necessary to restore order—a scenario policymakers may need to prepare for
again.
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##4: SPOTLIGHT ON US EXCEPTIONALISM & U.S.
TREASURIES DYNAMICS

What are the potential consequences for the $26 trillion U.S. net international investment position if
foreign investors begin offloading Treasuries in response to trade tensions?

The U.S. financial landscape is exhibiting a rare phenomenon: rising Treasury yields coupled with a
declining dollar. Such conditions, typically associated with markets facing economic challenges, indicate a
possible change in market sentiment.

What began as a U.S. tariff dispute has morphed into something far more consequential—raising serious
concerns among experts about whether the United States can continue to hold its dominant position in
global finance. For decades, the U.S. has enjoyed massive and consistent inflows into its financial markets:
bonds, equities, credit instruments, and the dollar itself have all reaped the benefits.

EXHIBIT 6: US FINANCIAL MARKETS HAVE ENJOYED SUSTAINED, LARGE-SCALE
CAPITAL INFLOWS — SPANNING BONDS, EQUITIES, CREDIT INSTRUMENTS, & THE USD
— REFLECTING THEIR ENDURING GLOBAL APPEAL

Foreign Investors’ Total Exposure: US Equities, Treasuries, Corporate Credit

Composition of Foreign Holdings Across Asset Classes
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Source(s): Zinqular Research Hub, US Federal Reserve, Apollo as at April 2025.

By early 2025, the U.S. still represented roughly 25% of global GDP and a striking 65% of total global equity
market capitalization. But perhaps it was inevitable that some of this dominance would begin to wane.
Meanwhile, the world is changing. China has made rapid advances in technology—beyond just Deepseek,
companies like Huawei and BYD are breaking new ground—while Europe is finally embracing large-scale
fiscal stimulus. For global investors heavily concentrated in U.S. assets, credible alternatives are starting
to emerge.

U.S. financial markets still enjoy unmatched size and liquidity (i.e., remains the deepest, most liquid, and
most sophisticated globally). However, for investors already uneasy about concentrated exposure to the
United States, viable alternatives are beginning to emerge. Recent months of policy unpredictability—
especially following blanket tariffs and rising restrictions—have prompted international investors to
explore other markets more seriously. The looming possibility of capital controls has added another layer
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of risk, leading some to ask whether expressing duration through Bunds might now be safer than
Treasuries, due to escalating 'country risk.' Though definitive conclusions remain premature, emerging
data suggests a slow but visible redirection of capital flows—one that couldn’t have come at a worse time
for U.S. markets.

EXHIBIT 7: FOREIGN CAPITAL INFLOWS INTO US BONDS & EQUITIES SLOWING; WHICH
SUGGESTS SLOWDOWN IN PACE OF US INVESTMENT INFLOWS

8 - Net inflows into foreign-domiciled ETFs targeting

25 | Net inflows into foreign-domiciled ETFs targeting
US bonds (1-month rolling sum, $B)

US equities (1-month rolling sum, $B)
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Source(s): Zinqular Research Hub, Bloomberg Finance, Deutsche Bank, EPFR as at April 2025.

The level of chaos and uncertainty triggered by the Trump administration in its few months has been so
profound that even a complete reversal of its trade policies may not fully restore confidence or undo the
damage. It’s akin to attempting to undo a process that has already set irreversible dynamics in motion.
The deeper issue is not just the policies themselves, but the lasting impact of unpredictability—from
persistent volatility in U.S. Treasury market to growing skepticism about the stability and credibility of U.S.
economic governance, American institutions and asset markets.

In our assessment, dismantling the dollar-based global financial system would require more than just
rhetoric; i.e., would demand a combination of bold and unprecedented actions. Two critical developments
would need to occur. First, there would have to be a serious disruption or political interference with the
Federal Reserve’s independence. Second, capital inflows into the U.S. would need to be deliberately
obstructed—perhaps through an aggressive new policy agenda, which some are informally referring to as
a “Mar-a-Lago doctrine.” Though we cautious to label it an “doctrine” at this stage.
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EXHIBIT 8: US. TREASURY MARKET VOLATILITY DUE TO SKEPTICISM IN THE STABILITY
& CREDIBILITY OF U.S. ECONOMIC GOVERNANCE
US Treasury Securities, $ Billion, Held by:

US Treasuries (%) All Countries, Top 6 Financial Centers, Euro Area, Japan, China + HK
9000
S00 Trump’s 30-year
/f\"/\,,/\ ‘liberation 7000
475 /Jf\ \/AVA day’ tariffs
450 k/\nl\ A,\\/\ Pro-vear 5000
4,25 3000
400

Jan 212025 Apr 2 1000
0
2012 2014 2016 2018 2020 2022 2024 2025

Source(s): Zinqular Research Hub, LSEG, US Treasury Depart as at April 2025.

One of the key conditions we’ve been monitoring is now taking shape, and recent rhetoric has only

strengthened our belief that the second is gaining serious traction. Our baseline scenario still assumes

that China and the U.S. will ultimately strike a deal that reduces tariffs to around between 15-25%.

EXHIBIT 9: ON AVERAGE, THE LIFECYCLE OF A TRADE DEAL INVOLVES AN 18-MONTH

NEGOTIATION AND SIGNING PERIOD, FOLLOWED BY A SIGNIFICANTLY LONGER 45-

MONTH IMPLEMENTATION PHASE.
It takes on average 18 months to sign a trade deal and 45 months to implement
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Source(s): Zinqular Research Hub, WTO, Apollo as at April 2025.

However, the 90-day Trump administration tariff truce highlights the mismatch between political
timelines and trade realities. This makes meaningful structural agreements nearly impossible in such a
short timeframe (three-month window). Why? This is because trade negotiations are lengthy process and
implementation is much slower than signing. On average, it takes more than 2.5 times longer to
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implement (45 months) a trade deal than to sign it (18 months), highlighting the substantial bureaucratic,
legal, regulatory, and political hurdles involved in putting a signed agreement into effect.

Some investors may still find opportunities for quick gains if policy reversals occur or if institutional
guardrails reassert themselves. However, for the vast majority who lack the agility or appetite for extreme
risk, it appears the Trump administration has already crossed the halfway mark on a path of no return.
Should it proceed further, the consequences could be catastrophic. The sheer volume of capital
embedded in the U.S. dollar system has no parallel elsewhere—it simply cannot be absorbed overnight
by any other market. If Trump were to reverse course, the dollar might stage a temporary recovery, but
ironically, that rebound could serve as the perfect window for investors to exit on strength before deeper
instability unfolds.

We believe the global economy has already entered the early stages of a profound shift—a long,
deliberate process of de-dollarization; in conformity to our “New Economic Era” framework. The
implications for the United States, and for the rest of the world, are nothing short of seismic. The era of
an unchallenged U.S. dollar may be drawing to a close, and we expect significant weakening ahead. The
signs are already unfolding:

Point #1: We think America is fast approaching the limits of its fiscal flexibility. For years, we've maintained
that a country’s true fiscal space isn’t best measured by its debt-to-GDP ratio (i.e., debt sustainability),
but by its external position—especially how reliant it is on foreign capital. Historically, the U.S. has been
a rare outlier. Thanks to the dollar’s reserve currency status, it could run large current account and fiscal
deficits—its "twin deficits" —without major funding issues. But that dynamic is shifting. As the dollar’s
exceptional standing weakens, so too does America’s ability to sustain expansive fiscal policies. Much like
the UK and France, Washington is now facing stricter limits. The implication is sobering: U.S. policymakers
will have far less room to stimulate growth through fiscal means, posing long-term challenges to its
economic outlook.

Point #2: U.S. foreign policy is increasingly shaping the trajectory or the evolving landscape of financial
markets. It's no longer just about de-dollarization—America’s twin deficits mean the country depends
heavily on foreign capital to finance its obligations. As such, investor sentiment abroad becomes a
cornerstone of bond and currency market stability. The U.S. is now in a position where it, too, must rely
on the "help from unlikeliest hands"—a phrase once reserved for emerging markets with similar
imbalances. This makes it imperative for the U.S. to avoid antagonizing its global partners. Even offhand
remarks—such as the previous administration’s musings about purchasing Greenland—can rattle
confidence in the dollar. Moving forward, Washington may need to pursue a more diplomatic,
conciliatory, less confrontational and measured foreign policy approach if it hopes to maintain stable
access to global capital and ensure the resilience of U.S. financial markets.

Point #3: At the heart of the matter lies one key factor: valuations. While recent U.S. market movements—
where both bond and currency markets are falling—have drawn comparisons to emerging market
behavior, such parallels only go so far. The U.S. stands apart in a critical way: it does not hold substantial
foreign-currency-denominated debt, which means it avoids the structural kind of runaway debt spiral that
plagues many emerging markets during crises. Instead, the ongoing market weakness may serve a
different function. Falling prices in bonds and the dollar could eventually create more attractive
valuations—paving the way for a new, more sustainable pricing equilibrium. However, the real challenge
is the high starting point: U.S. assets are still expensive, with significant foreign ownership and a policy
stance that many see as increasingly confrontational. Together, these factors suggest that a much deeper
valuation reset is needed before global investors return in force.
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##5: THE GREAT ESG RETHINK: FUNDAMENTAL SHIFTS IN
SUSTAINABILITY STRATEGIES

ESG Strategies Are Undergoing Profound Change; What are the key drivers behind this "Great ESG
Rethink" and what fundamental shifts are occurring in sustainability strategies?

Recent data indicates a significant shift away from ESG investments, with record capital outflows observed
globally over the past three years. Contrary to the "woke capitalism" narrative, this trend appears largely
driven by a lower profitability of ESG assets, including growing ESG backlash originating in the US, which
is making asset managers worldwide more cautious in their product strategies. This caution is further
amplified by the EU's impending stricter anti-greenwashing regulations for investment fund names.
Zinqular data reveals a substantial response in Europe during the first quarter, with 340 sustainable
products undergoing name changes (including 116 dropping ESG terminology) and an additional 96 funds
being liquidated or merged. Simultaneously, the US experienced a record quarterly high of 20 fund
closures.

EXHIBIT 10: CHALLENGING CONVICTION: RECORD OUTFLOWS SIGNAL INSTITUTIONAL
SCRUTINY OF ESG FUND PERFORMANCE
Global ESG/Sustainability Fund Flows by Quarter (USD Billions)
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Source(s): Morningstar Direct, Zinqular Research Hub, FT, as at April 2025

Reviewing the data, this shift isn't a tale of investors suddenly abandoning their concern for future
generations or social responsibilities, nor is it a simple echo of US political debates or other global right
wing political views. The underlying reason for the changing landscape of ESG investment is arguably more
straightforward: in its present iteration, ESG has consistently fallen short of its promised financial
performance or returns. The earlier narrative of ESG funds outshining traditional ones held true for a
period, fueled by easily captured efficiencies and the market appeal of green initiatives. However, once
these initial, low-hanging opportunities were exploited, the financial advantage began to erode.

Despite global widespread declarations of commitment to ethical consumption, consumers wallets tell
another story—they still prefer “dirt-cheap” goods from digital retailers like Temu and Shein over
sustainable, pricier alternatives. This disconnect didn't go unnoticed by investors; ESG strategies, for all
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their marketing appeal, didn’t unlock new revenue streams but did pile on significant costs; worst there
is no end in sight to these costs.

EXHIBIT 11: INSTITUTIONAL INVESTORS QUESTION “SUSTAINABLE" FUND RESILIENCE
AMID PERFORMANCE CONCERNS

Closures of ESG ETFs
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Source(s): Morningstar Direct, FT, Zinqular Research Hub; as at April 2025. Note(s): 2024 data for Q1 only.

The core problem stems from a misdirected implementation of ESG principles. Rather than focusing on
long-term business resilience, the emphasis shifted towards optimizing for favorable ratings and positive
investor optics. The central inquiry became about superficial reporting improvements rather than the
creation of genuine, enduring value for the future. Consequently, after initial easy wins in efficiency, the
majority of ESG-led actions no longer offered meaningful improvements to underlying business
fundamentals.

It's unfair to fault investors for moving their money when market conditions shift and for pursuing
financial returns or redirecting capital allocation to proven profitable strategies. Their mandate is not to
prop up businesses solely for their noble ideals and ethical stances; that duty lies with policymakers and
regulators. Investors have always had one mandate: to seek strong, risk-adjusted returns, whether short-
or long-term horizon.

That said, sustainable investing is evolving, not disappearing. Impact-focused sectors—like food
innovation, renewable energy, water infrastructure solutions, healthcare access, femtech, and edtech—
are flourishing. Today's sustainable investments must be concrete, data-driven, and aligned with real
outcomes—not box-checking exercises; not symbolic gestures.

Zinqular’s private markets platform delivers risk adjusted alpha by focusing on sectors and strategies that
thrive through economic cycles; investment philosophy grounded in fundamentals — not ideology. In a
market full of slogans, we go where the cash flows are. From infrastructure with inflation-linked revenues
to growth-stage companies with tangible upside, our funds deliver consistent outperformance without
compromising on clarity or conviction. No distractions — just disciplined investing.
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PART B: INS & OUTS - UPDATED
THESIS OF THEMES WE FAVOR

Here’s an updated scope of the investment thesis within alternatives and private markets under current
macro environment of U.S. trade friction and blanket tariffs.

@A SHIFTING TO CAPITAL-LIGHT BUSINESS MODELS RE-
ENFORCED

This investment thesis remains valid—and is even reinforced—despite the implementation of U.S. blanket
tariffs on other nations. While tariffs typically introduce uncertainty and cost pressures into global supply
chains, they also tend to accelerate structural corporate behaviors that this thesis captures: streamlining
operations, reducing capital intensity, and turning to private markets for strategic capital.

EXHIBIT 12: CAPITAL-LIGHT BUSINESS MODELS HAVE CONSISTENTLY
DEMONSTRATED SUPERIOR PERFORMANCE COMPARED TO CAPITAL-INTENSIVE
INDUSTRIES, DRIVEN BY LOWER OPERATIONAL COSTS & GREATER SCALABILITY
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Sources: Datastream, Worldscope, Goldman Sachs Research, Zinqular Research Hub, as at Dec.2024.. Notes: Capital intensive - telecoms service
providers, autos & parts, leisure goods, construction & materials, general industrials, industrial transport, industrial materials, industrials metal,
mine, oil & gas, coal, alternatives energy, electricity, gas, water. Non-captial intensive includes software & computer services, technical hardware,
medical equipment services, pharmaceuticals, biotechnology, consumer services, household goods, home contents, personal goods retailers,
beverages, food producers, tobacco, drug/grocery stores.
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Our thesis is strengthened by the following:

We

Continued Focus on Efficiency and Resilience: The trend towards capital-light business models
remains highly relevant as companies navigate a global environment that will likely be shaped by
several years of US trade friction and tariff policies; regardless of what American political party is in
power. The emphasis on enhanced capital allocation, sustainability, and reduced cyclicality is even
more critical for businesses seeking resilience in potentially volatile trade conditions.

Ongoing Divestiture Activity: Public companies will adapt to the tariff landscape and likely to continue
optimizing their portfolios. Divesting non-core, capital-intensive segments remain a strategic move to
improve focus and financial metrics, creating a consistent flow of acquisition opportunities for private
market players.

Persistent Demand for Asset-Based Finance: The need for flexible financing solutions is likely to
persist and even increase in the years following US trade friction or tariffs policies. Companies
navigating altered supply chains, potentially higher input costs, and evolving trade relationships would
continue to rely on asset-based finance to manage working capital and fund growth. The expansion
of this market into new sectors like insurance liabilities further broadens the investment opportunity.

Sharp Rise in "Going Private" Opportunities: Public companies finding themselves disadvantaged by
tariff regimes or seeking strategic repositioning might find going private as a more attractive option
to implement significant changes away from public market scrutiny.

are particularly focused on the following themes within “capital-light business” framework:

Businesses Actively Transitioning: We still favor investing in firms actively transitioning to capital-
light models, whether through direct investment or acquiring divested assets, continues to be a
compelling strategy in the current global economic context.

Asset-Based Finance Offers Attractive Risk-Adjusted Returns: The demand for diverse asset-based
financing solutions is likely to grow, making this segment an attractive area for alternative credit
investors seeking potentially higher yields than traditional fixed income.

Private Market GPs - Catalyst for Transformation: Niche PE firms specialized in turnarounds and
operational expertise are well-positioned to capitalize on the need for strategic adjustments in
response to trade policies, driving value creation in portfolio companies through capital efficiency and
business model optimization.

Focus on Domestic and Regional Value Chains: The context of US tariffs or trade friction might also
incentivize a focus on investments that strengthen domestic or regional value chains, reducing
reliance on complex, tariff-exposed international trade routes.

Alternative and private market investors who can identify and capitalize on these trends remain well-
positioned for potentially attractive returns.
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@ A THE RISE OF INTRA-ASIA TRADE THESIS STILL

STRONG

Without a doubt, the investment premise on the growth of intra-Asian trade and regional integration
remains compelling, even amidst broad U.S. tariffs, especially for alternative and private market investors.
Indeed, these tariffs could strengthen and expedite key aspects of this thesis. Our conviction is that:

Reinforced Intra-Regional Focus: Asia is a market of ~5.8 billion population - offering unparalleled
growth opportunities. US tariffs on other nations (not just the US on Asia) can further incentivize Asian
economies to deepen their intra-regional trade relationships. If trade with other major global blocs
becomes less predictable or more expensive due to tariffs, the logic for investing in the infrastructure
and financial mechanisms supporting intra-Asian trade becomes even stronger.

Accelerated Supply Chain Diversification & Resilience Enablers: US tariffs on various countries can
accelerate the trend of multinational companies diversifying their supply chains away from reliance
on any single nation or trade bloc, including potential over-reliance on the US market. This benefits
India and Southeast Asia as alternative manufacturing and logistics hubs, directly supporting the
investment thesis in these regions' data centers, logistics infrastructure, lower-cost manufacturing
and advanced manufacturing capabilities.

Increased Demand for Regional Financing: As intra-Asian trade and investment grow, the need for
robust regional financial institutions and credit markets will also increase. US tariffs could make
reliance on Western financial firms more complex or costly for some Asian entities, further fueling the
growth of local Asian banks and non-bank lenders, creating opportunities in Asian liquid and private
credit.

Relative Stability and Growth in Asia: If US tariffs lead to economic slowdown or instability in other
parts of the world, the relatively strong growth prospects and increasing internal demand within Asia
could make it an even more attractive destination for alternative and private market investments
seeking stable and high returns.

EXHIBIT 13: INTRA-ASIA TRADE POISED TO EXCEED $1 TRILLION BY 2032, FUELING
REGIONAL ECONOMIC GROWTH
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Sources: Nikkei, United Nations, Boston Consulting Group, Zinqular Research Hub, at Jan.2025. Notes: Nikkei estimates based on U.N. and BCG
data.

However, we are not oblivious to note potential risks: A) Indirect Impact of Global Slowdown: While Asia's
internal dynamics are strong, a significant global economic slowdown triggered by widespread tariffs
could still negatively impact Asian growth. B) Specific Tariff Impacts: The specific nature and targets of US
tariffs could still have unintended negative consequences for certain Asian industries or supply chains.

@ A JAPAN “NET-NETS" OUTPERFORMANCE IN THE
NEXT DECADE - STRENGTHENED

Japanese "Net-Nets" thesis remains robust—even in the context of rising U.S. tariffs on other nations,
including Japan. In fact, the core drivers of this strategy are largely insulated from trade policy shocks and
may even benefit from them under certain conditions.

EXHIBIT 14: JAPAN'S "NET-NETS" ASSETS POISED TO OUTSHINE GLOBAL
COMPETITORS IN THE COMING YEARS.
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Sources: Zinqular Research Hub, SG Equity Research, Zinqular, as at Jan.2025. Notes: Regional Performance of Net-Nets % p.a. (1985-2007).
Historical data (1970-83; 1985-2007 & 2014-24) highlights the strong regional performance of net-net assets, suggesting a continued upward
trend.

Reviewing the data, we can deduce that:

o "Net-Nets" Are Inherently Defensive in a Protectionist Environment: The core of the "Net-Nets"
strategy is identifying undervalued domestic Japanese companies trading below their net current
asset value; with high cash balances, minimal debt, and low valuations. This suggest that U.S. tariffs
that affect Japan's export-heavy giants (e.g., autos, electronics) may not materially impact smaller
domestic-focused or cash-rich “Net-Nets.”

e Corporate Reform Momentum Offers Structural Tailwinds: Japan’s continued push for governance
reforms (driven by the Tokyo Stock Exchange and activist pressure) aimed at improving capital
allocation, reducing cross-shareholdings, and enhancing shareholder value; supports re-rating
potential for undervalued stocks. US tariffs on other nations do not directly impede these internal
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reforms. Tariffs could actually accelerate reform by encouraging companies to unlock balance sheet
inefficiencies in order to boost shareholder returns and maintain competitiveness.

e Historical Outperformance: The strong historical track record of "Net-Nets" outperforming in Japan
across various economic cycles suggests that this strategy has a degree of resilience to broader global
economic headwinds, including those potentially arising from tariff disputes. The undervaluation
inherent in these companies can provide a buffer against market volatility.

Private & Alternatives investors benefit from public-to-private transitions under this theme. Deep
discounts to net asset value and stagnant share prices despite strong balance sheets make many “Net-
Nets” ideal targets for: Activist engagements, Corporate carve-outs, Take-private transactions, Event-
driven value realizations, Special situations or value-focused PE funds. For alternative investors, these
inefficiencies represent buyout or strategic control opportunities, with built-in downside protection.

EXHIBIT 15: AMIDST CONTINUED CORPORATE REFORM, JAPANESE ASSETS PRESENT
A COMPELLING VALUE COMPARED TO GLOBAL PEERS.
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Sources: Zinqular Research Hub, LSEG Eikon, Others; as at Jan.2025. Notes: Forward 12-month price-to-earning ration(P/E) of MSCI indexes are
taken.

Even in a tariff-constrained world where Japanese “Net-Nets” offer a compelling, value-driven strategy
with limited downside and growing upside catalysts, it's important to consider potential indirect risks: A)
Global Economic Contagion: A significant global economic downturn triggered by widespread tariffs could
still negatively impact Japanese market sentiment and potentially even the valuations of "Net-Net"
companies. B) Unforeseen Policy Shifts: Unexpected policy changes in Japan or the US could still have
unintended consequences for Japanese equities.
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@A BIOTECHNOLOGY: A SECTOR UNDERVALUED
AMIDST MARKET VOLATILITY REMAINS ATTRACTIVE

Overall, the investment thesis for biotechnology as an undervalued sector with strong long-term growth
drivers appears robust and largely resilient to the direct negative impacts of US tariffs on other nations.
The fundamental drivers within the sector, coupled with attractive valuations and its defensive
characteristics, make it a compelling area for alternative and private market investors. Why is biotech
resilient amid tariffs? We think:

e Biotech Is Largely Domestic & IP-Based: Unlike heavy manufacturing or energy, biotech firms—
especially those in drug discovery, gene therapy, and personalized medicine—are not heavily
dependent on global trade flows or import/export dynamics. Most value lies in intellectual property,
R&D, and regulatory approvals, not physical goods
Additionally, core drivers of the biotech investment thesis —increased technological investment, aging
demographics, and industry consolidation — are largely independent of US tariff policies on other
nations. These are long-term secular trends that will continue to fuel innovation and demand within
the healthcare sector globally.

e "Reshoring" Strengthens the Thesis: The growing emphasis on "reshoring" biotech production and
its recognition as critical for national security. US tariffs on other sectors could inadvertently
strengthen this trend, as governments prioritize domestic production of essential goods like
pharmaceuticals and related technologies, potentially benefiting national/regional focused biotech
companies.

e Private Markets Can Exploit Dislocation: The ongoing underperformance of public biotech (e.g.,
Nasdaq Biotech Index) presents a valuation gap that can be exploited in private markets through:
Take-privates of undervalued firms, Growth equity investments in clinical-stage startups and
Structured credit to biotech ventures squeezed by capital markets.

e We Think Sector Consolidation = Opportunity: Tariffs and macro uncertainty could accelerate
industry consolidation, allowing private investors to acquire or back stronger survivors at distressed
valuations. In addition, the current undervaluation of biotech stocks, with price-to-book ratios
approaching GFC levels, presents a compelling entry point for long-term investors, regardless of the
global trade landscape. Market volatility created by tariffs might even exacerbate this undervaluation
in the short term, creating opportunities for patient capital in alternatives and privates.

Long term asset allocators should focus on innovation and breakthrough therapeutic themes. Investments
in biotech companies focused on cutting-edge technologies and addressing unmet medical needs are
likely to remain attractive, as their value proposition is less dependent on broader macroeconomic factors
like tariffs. The combination of favorable policy tailwinds, national security imperatives, and valuation
resets creates an attractive setup for alternatives investors over the next 5-10 years.
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@A CAPITAL SOLUTIONS & EUROPEAN CREDIT:
COMPELLING NEAR-TERM OPPORTUNITIES

Overall, the investment thesis focusing on near-term European high-yield credit and the demand for
capital solutions in Europe appears to be largely resilient to US tariffs on other nations. The key drivers
are regional (ECB policy, maturity wall, relative value) and the potential for increased demand for capital
solutions in an uncertain global environment.

EXHIBIT 16: A LARGE SHARE OF EUROPEAN HIGH-YIELD BONDS ARE SET TO MATURE
IN THE NEXT 3-5 YEARS, OFFERING A MAJOR REFINANCING OPPORTUNITY

Refinancing Opportunities: Steep Maturity Wall for European & US Junk Debt
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Sources: Bloomberg, Zinqular Research Hub, as at Jan.2025. Notes: Forward 12-month price-to-earning ration(P/E) of MSCI indexes are taken.

Here is why, along with some underlying reasons:

e Limited Direct Impact from U.S. Tariffs: European HY credit is primarily influenced by regional macro
factors, such as ECB policy and local corporate refinancing needs—not U.S. trade dynamics. U.S. tariffs
on other nations (including Europe) may have sector-specific consequences (e.g., autos, industrials),
but they do not broadly impair the HY credit or capital solutions landscape in Europe.

The anticipated ECB rate cuts are part of the drivers of this thesis, making shorter-maturity European
HY attractive for potential capital appreciation as yields decline. This monetary policy outlook is largely
independent of US tariff policies.

e Near-Term Maturity Wall Creates Opportunity: The significant amount (45%) of European HY
maturing by 2026 creates a natural refinancing cycle. Companies will need capital to address these
maturities, and the expectation of lower rates could incentivize them to refinance sooner rather than
later, benefiting investors in shorter-dated instruments regardless of US tariffs policy. This urgency
creates strong deal flow for investors. Consequently, refinancing cycle provides a clear exit strategy
for asset manager. The significant near-term maturities in European HY offer a relatively visible exit
pathway for investors.

In addition, the "bargain" aspect compared to US HY on a spread basis makes European credit
attractive on its own merits, irrespective of US trade friction. Investors seeking yield might find
European HY more compelling relative to its US counterpart.
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e Demand for Capital Solutions: In an environment potentially marked by global economic uncertainty
(which US tariffs can contribute to), companies might be hesitant to raise common equity due to
valuation concerns or market volatility. This would likely increase the demand for alternative capital
solutions, such as private credit, mezzanine financing, and other structured debt. European firms are
not immune to such uncertainty.

@A INFLATION PROTECTION WITH REAL ASSETS:
COLLATERAL-BASED CASH FLOWS - STILL VALID

The investment case for Real Assets and Asset-Based Finance is strengthened, not weakened, by the
macro volatility and inflation dynamics that tariffs can trigger. Within the alternatives and private markets
space, these strategies offer a resilient hedge and attractive risk-adjusted returns that are largely
decoupled from global tariff policy shifts. This investment thesis holds due to:

e Real Assets Are Largely Domestic or Regionally Anchored: Real assets such as infrastructure, energy
transmission, and real estate credit are less exposed to global trade flows, making them relatively
immune to tariff shocks. Their value is often derived from domestic demand, regulatory frameworks,
and local pricing power, not cross-border exports.

¢ Intrinsic Inflation Hedging Value Is Independent of Tariff Policy: The underlying thesis is driven by
inflation protection and yield stability. Since tariffs may themselves exacerbate inflationary pressures
(especially in supply-constrained environments), the demand for inflation-hedging instruments like
real assets only becomes stronger.
The burgeoning energy demands, the need for robust energy transmission networks, advanced data
centers, and efficient cooling solutions will persist and likely grow, irrespective of specific trade
relationships between the US and other nations

Therefore, the investment thesis advocating for inflation protection through Real Assets and a significant
allocation to Asset-Based Finance appears robust and well-positioned to deliver value for alternative and
private market investors in the current global economic landscape, even with the presence of US tariffs
on other nations
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@A URANIUM: A STRATEGIC PLAY ON THE NUCLEAR
RENAISSANCE - STRENGTHENED

The Uranium investment thesis remains resilient and compelling, even in the face of broad U.S. tariffs. If
anything, tariff-induced energy insecurity may reinforce the strategic value of nuclear power,
strengthening investor interest in uranium supply chains and nuclear infrastructure. For alternative and
private market investors, this theme offers a long-duration, asymmetric opportunity tied to global
decarbonization, energy resilience, and geopolitical realighment. A summary of compelling reasons:

e Global Decarbonization Imperative: The fundamental driver for nuclear energy's growth is the
increasing global recognition of its role in energy resilience and mitigating climate change. This
imperative transcends specific trade policies between the US and other nations. Countries worldwide
are setting ambitious emissions reduction targets, and nuclear power offers a reliable, low-carbon
baseload energy source.

¢ Uranium Market Dynamics Are Largely Geopolitical & Supply-Driven: Unlike consumer or industrial
goods, Uranium is not broadly traded on open commodity markets and is often sourced through long-
term, bilateral agreements. Tariffs on general goods do not directly impede the structural supply-
demand imbalances in Uranium, especially given the growing demand driven by energy security and
decarbonization agendas.

e Structural Uranium Supply Deficit: The thesis highlights a growing structural supply deficit in

Uranium. This is driven by years of underinvestment in mining and production, coupled with
increasing demand from new reactors. US tariffs on other goods are unlikely to significantly alter this
fundamental supply-demand imbalance in the Uranium market.
China's massive and sustained investment (USD150 billion) in nuclear power is a key pillar of the
Uranium demand story. Their ambitious expansion plans, driven by their own energy security and
climate targets, are a significant and independent driver of Uranium demand, irrespective of US trade
policies towards other countries.

¢ Global Nuclear Renaissance: The data on the number of reactors under construction and in planning
stages globally (outside of just the US) underscores a worldwide resurgence in nuclear energy. This
trend is driven by energy security concerns, the need for stable baseload power, and climate goals,
factors largely independent of US tariff policies. U.S. Tariffs Reinforce Domestic and Allied Nuclear
Investment. U.S. protectionist policies may accelerate onshoring of clean energy production, including
nuclear. This could result in greater federal and private investment in domestic uranium enrichment,
fuel-cycle services, and small modular reactor (SMR) technology—providing more upside for private
capital and alternative investors.

Reviewing investment landscape, we think private market opportunities in uranium remain robust
Private capital can access the uranium story through:

1) Direct investments in mining, development-stage projects, or exploration companies.

2) Infrastructure finance for nuclear build-outs in emerging markets or SMRs in OECD countries.

3) Structured finance and commodity-linked debt, particularly in jurisdictions aligned with U.S. trade
policy (e.g., Canada, Australia, Kazakhstan).
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EXHIBIT 17: CHINA PLANS FOR AMBITIOUS NUCLEAR ENERGY EXPANSION
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Sources: IAEA, Global Nuclear Power Tracker, Global Energy Monitor, Zinqular Research Hub, as at July 2024, Notes: Prospective nuclear power
capacity by country, in gigawatts (GW)

EXHIBIT 18: CHINA COULD SOON OVERTAKE FRANCE ON NUCLEAR POWER CAPACITY,
WITH PROJECTS EXPECTED TO COME ONLINE IN NEXT FEW YEARS
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Sources: Global Nuclear Power Tracker, July 2024, Global Energy Monitor. Notes: Annual operating nuclear power capacity, grey shaded area are
projections based on expected start years from capacity in development, in gigawatts (GW)

In conclusion, the investment thesis for Uranium as a strategic play on the nuclear renaissance holds
strong, and arguably becomes even more compelling in a world grappling with energy security and climate
change, largely independent of US tariff policies towards other nations. China's massive nuclear buildout
and the global push for decarbonization provide powerful tailwinds for Uranium demand, making it an
attractive opportunity for alternative and private market investors seeking long-term growth potential.
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@A UNDERVALUED GEMS BEYOND THE TECHNOLOGY
TITANS IN A CONCENTRATED MARKET - LARGELY ROBUST

Despite ongoing or future U.S. tariffs on global trade partners, the thesis around undervalued, high-quality
secular compounders remains robust—and may even be strengthened by the distortion and capital
misallocation caused by protectionist policies. For alternative and private market investors, this opens
pathways to opportunistic M&A, structured credit, or minority investments in overlooked assets with
long-term compounding potential.

EXHIBIT 19: SECULAR EX-TECH COMPOUNDER PRESENT COMPELLING OPPORTUNITY
IN THE NEAR TERM

1) Total Return Performance 1) Compounders Cheapest Relative to Global Equities
180 ) 12-Month Forward P/E Premium.
—GRANOLAS 0 —Ex. Tech Compounders vs MSCI AC World
—Mag. 7 .
160 Ex. Tech Compounders (Cap- weighted) 20
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Sources: DataStream, Goldman Sachs Research, Zinqular Research Hub, as at Nov.2024. Notes: Forward 12-month price-to-earning ration(P/E)
premium. 1) Global ex-tech compounders have outperformed the broader market over the past year. 1l) The valuation premium of secular
compounders relative to the global equity market is at its lowest level since 2018. GRANOLAS is an acronym that covers 11 major European firms
from various sectors, including: GlaxoSmithKline, Roche, AstraZeneca, Nestlé, Orléal, LVMH, ASML Sanofi

The following summarizes the reasons:

e Secular Compounders Are Often Domestically Anchored & Sectoral Focus: Many of these non-tech

secular compounders operate in sectors such as healthcare, consumer goods, industrials, and
business services—industries less exposed to cross-border trade frictions than globally integrated
tech manufacturers.
The core of this thesis is identifying high-growth, non-tech companies with strong fundamentals and
durable competitive advantages that are currently undervalued relative to the broader market,
particularly the "Magnificent Seven" tech giants. This undervaluation and the companies' intrinsic
strengths are primarily driven by domestic and sector-specific factors, not directly by international
trade policies or US tariffs on other nations.

e Value Opportunity: Tariff-Driven Volatility Can Create Entry Points. Tariffs tend to disrupt valuations
and create inefficiencies across equity markets—especially for less-followed names. This enhances
opportunities for value-driven private capital to accumulate quality businesses at attractive entry
multiples, particularly those overlooked due to macro sentiment or sector biases. The significant
discount (around 60% on a forward P/E basis) to the broader market, particularly the tech sector,
presents a compelling value proposition. This relative undervaluation exists regardless of the specifics
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of US trade policy. Investors seeking diversification and value beyond the concentrated tech rally are
likely to find this thesis attractive.

¢ Diversification Away from Tech Concentration: In a market heavily concentrated in a few technology
names, allocating to undervalued secular compounders in other sectors provides crucial
diversification benefits, reducing portfolio risk associated with potential tech sector corrections or
specific trade-related impacts on the tech industry.

Alternatives and private market investors can capitalize via take-privates or growth equity strategies. The
investment thesis highlighting undervalued secular compounders outside the technology sector remains
a compelling opportunity. The domestic focus, strong fundamentals, attractive valuation, and
diversification benefits offered by these companies are likely to persist and even become more appealing,
irrespective of the specific impacts of cross border trade friction.

@A COMPREHENSIVE SECURITY: RESILIENCE ACROSS
INDUSTRIES & NATIONS — HAS AMPLIFIED

The "Comprehensive Security" thesis is not only resilient in a world of rising geopolitics but is partially
driven by it. For alternatives and private markets, this theme offers a durable, long-horizon opportunity
with support from structural trends, public policy, and geopolitical realignment. It is especially well-suited
to strategies in infrastructure, private equity (defense-tech, cyber), and private credit (supply chain and
storage solutions). Here are few reasons we believe it amplifies this thesis:

¢ Rising Geopolitics & Tariffs Reinforce the Demand for Resilience and Localization: Rising Geopolitics
and U.S. tariffs on imports, especially from strategic rivals, underscore the need for national self-
reliance in critical sectors like energy, defense, healthcare, and semiconductors. This creates a
tailwind for private investments in: 1) Onshoring manufacturing and R&D; 2) Cybersecurity for
financial and defense systems; and 3) Redundant infrastructure and localized supply chains.

e Cybersecurity as a Universal Imperative: The increasing frequency and sophistication of cyber
threats, particularly highlighted by post-2023/24 breaches demand continuous and escalating
investment in cybersecurity across all sectors and nations. This is a fundamental need that transcends
trade policies.

e Government Initiatives Provides Tail Risk Mitigation: Industrial policies supports infrastructure &
resilience. Legislation such as the US Inflation Reduction Act (IRA), EU Green Deal, REPowerEU Plan,
and increased defense budgets (across China, Japan, NATO, Russia, S. Korea, etc.) create a regulatory
and fiscal floor for many sectors aligned with this theme. This reduces downside risk and improves
the risk-adjusted returns of projects related to: 1) Clean energy grids; 2) Domestic pharmaceutical
production; 3) Advanced transportation networks, and 4) defense infrastructure. Comprehensive
security as a secular growth trend is critical and strong. These trends are likely to continue, providing
long-term support for security and resilience investments.

¢ Global Expansion Despite Tariffs: While U.S. tariffs may constrain some cross-border flows, the push
for national and regional resilience is global. China, Europe, Japan, ASEAN and India are investing
heavily in the same themes—creating co-investment opportunities for global private capital. In
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particular, non-tariff-affected partners and allies offer parallel deal flow with fewer geopolitical
constraints.

The investment thesis centered on Comprehensive Security and Resilience is not only robust in the face
of US tariffs on other nations but is likely to be further validated and strengthened by the increased
geopolitical risks and supply chain disruptions that such policies can contribute to. The fundamental need
for security across cyber, physical, and supply chain domains remains a paramount concern for businesses
and governments globally, creating compelling and long-term investment opportunities within
alternatives and private markets.
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(D
& ¥ CHALLENGES AHEAD FOR LOW-COST CONSUMER
DISCRETIONARY SPENDING - GAINS URGENCY

Blanket U.S. tariffs magnify the headwinds already facing low-cost consumer discretionary businesses.
Within alternatives and private markets, this calls for disciplined underwriting, selective exposure, and a
shift toward recession-resilient or value-oriented consumer investments. Here's why, along with some
thoughts:

e Exacerbated Inflationary Pressures (Tariffs Amplify Input Costs for Low-Margin Products): Many
low-cost discretionary goods (e.g., fast fashion, small electronics, home goods) depend heavily on
Chinese manufacturing. U.S. blanket tariffs directly raise import costs, compressing already thin
margins and limiting profitability. This reduces the investability of these companies from a private
equity or growth capital lens unless they have significant supply chain flexibility or pricing power. This
would further strain the already tight discretionary budgets of the target demographic (younger and
lower-income consumers).

e Reduced Purchasing Power (Lower-Income Consumer Segments Are Disproportionately Impacted):
U.S. and European low-income consumers, already constrained by inflation in food, housing, and
healthcare, are most sensitive to price increases. As tariffs raise the cost of goods, demand for
discretionary items declines faster among these cohorts. This makes the consumer discretionary
segment riskier for private credit and equity investors, especially in sub-sectors such as: 1) Fast-casual
dining; 2) Discount retail; 3) Low-end electronics and homeware. Higher prices on non-essential goods
due to tariffs would lead to a further reduction in the purchasing power of the already financially
stretched consumer base. This would likely accelerate the pullback from discretionary purchases.

e Private Market Players Shift Toward Resilience-Focused Consumer Strategies: Investors should shift
focus toward resilient consumer business models—those that serve essential needs, offer value-
based propositions, or benefit from premiumization. Opportunities may still exist in: 1) Durable goods
with U.S. or nearshore supply chains; 2) Brands with strong DTC channels and low-price elasticity; 3)
Subscription models offering recurring revenues.

There is an adjustment going on; a shift toward resilience-focused consumer strategies. Investors should
shift focus toward resilient consumer business models—those that serve essential needs, offer value-
based propositions, or benefit from premiumization. Opportunities may still exist in: 1) Durable goods
with U.S. or nearshore supply chains; 2) Brands with strong DTC channels and low-price elasticity; 3)
Subscription models offering recurring revenues. Some strategic actions of private market players include:

1) Private Equity: Investors may increasingly avoid low-cost discretionary targets unless there's a
clear path to automation, localization, or vertical integration.

2) Private Credit: Rising input and operating costs increase default risk for leveraged low-margin
consumer businesses.

3) Distressed & Turnaround: Tariff-induced margin pressures may create opportunities in
restructuring or operational transformation plays.

In summary, the investment thesis centered on low-cost consumer discretionary spending faces
significant headwinds due to persistent inflation, competition for resources, limited wage growth, and the
direct negative impact of US tariffs on goods from other nations (particularly China). Alternative and
private market investors should likely exercise caution and explore investment opportunities in more
resilient consumer segments or sectors less directly exposed to these pressures.
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@V
& ¥ NAVIGATING NEAR-TERM OIL PRICE HEADWINDS

Amid a weaker U.S. dollar and ongoing global tariff risks, we anticipate headwinds for oil markets over the
next 12 months. Our near-term WTI price forecasts for 2025-26 remain slightly below current futures
pricing, reflecting these challenges and continued market surplus. However, we remain constructive on
the longer-term outlook. Prolonged low prices could tighten supply and boost demand, while geopolitical
risks, a volatile energy transition, and disciplined capital allocation by producers may support higher prices
in 2027-2029.

(T
& ¥ SUB-INVESTMENT GRADE CREDIT & NON-
CONTROLLING EQUITY STAKES — HIGHER RISKS

The investment asset class is weakened by heightened macro risks—due to calls for even stricter
discipline, higher underwriting standards, and preference for control or governance-enhanced structures.
The following metrics amplifies this thesis:

e Increased Caution in Sub-Investment Grade Credit: The risks in lower-rated, unsecured high-yield
credit are amplified by the potential for tariff-induced economic slowdown and a weaker dollar
impacting corporate profitability and debt servicing capacity. A highly selective and quality-focused
approach is essential.

e Stronger Preference for Control Equity: The ability to implement strategic and operational changes
to mitigate tariff and currency risks makes control-oriented private equity strategies significantly more
appealing than non-controlling stakes. Active management becomes a key differentiator.

e Focus on Companies with Pricing Power and Strong Balance Sheets: When considering both credit
and equity investments, prioritize companies with strong pricing power to offset potential cost
increases from tariffs or a weaker dollar, and those with robust balance sheets to weather economic
uncertainty.

e Importance of Currency Hedging and International Expertise: For investments with international
exposure, expertise in currency hedging and navigating global trade dynamics will be increasingly
valuable for alternative and private market investors.
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@V
& ¥ UNCOLLATERALIZED CREDIT — AMPLIFIED
HEADWINDS

The US tariffs on other nations acts as a significant headwind to the unsecured credit market, particularly
for non-prime borrowers. It amplifies the vulnerabilities highlighted in the investment thesis, making a
cautious and selective approach to this segment within alternatives and private markets even more
critical. The focus should likely shift towards more secured lending strategies and thorough risk
assessment in unsecured portfolios. So why does the vulnerabilities in uncollateralized credit holds and is
likely amplified:

e Exacerbated Consumer Financial Strain: Due to increased prices for imported goods thereby
intensifying the prioritization of essential spending by non-prime borrowers, leaving even less room
for servicing discretionary debts like unsecured loans.

e Increased Risk of Unemployment: While the initial benchmark projected a mild increase in
unemployment, the continued presence of US tariffs could create broader economic headwinds,
impacting various sectors and potentially leading to a more significant rise in unemployment than
initially anticipated. Job losses directly impair borrowers' ability to repay unsecured debt.

¢ Heightened Impact of Lax Underwriting: Any lenient underwriting standards adopted during periods
preceding the full impact of tariffs would become even more problematic as borrowers face increased
financial pressure. The lack of collateral in these loans means higher potential losses for lenders and
investors.

Therefore, alternatives and private market investors will:

1. Reinforced Caution on Unsecured Credit: The investment thesis advocating for caution regarding
uncollateralized consumer credit, especially in the non-prime segment, is strengthened in a
landscape influenced by US tariffs. The risks of higher defaults and lower recovery rates are
elevated. Next, while rising defaults in unsecured credit might create distressed debt
opportunities, investors should proceed cautiously, focusing on robust recovery analysis and
understanding the underlying borrower demographics in a potentially weakened economic
climate.

2. Increased Attractiveness of Secured Lending: The relative safety and downside protection
offered by collateralized credit (e.g., asset-based finance, secured real estate lending) become
even more appealing compared to unsecured credit in a potentially volatile economic
environment shaped by tariffs.

3. Focus on Resilient Sectors: Alternative and private credit investors should prioritize sectors and
borrower segments that are less directly impacted by international trade and tariff-related price
increases.
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