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CORPORATE MARGINS
ARE FANTASTIC WHICH
S ONE CAUSE OF THE
MODERATE INCREASE IN
NFLATION

IMPLIES STRONG ARGUMENT FOR A
CONTINUATION OF THE BULL MARKET IN
EQUITIES




PROFITABILITY
(MARGINS, CASH)
DO MAKE AN

ECONOMIC
SLOWDOWN
MUCH LESS LIKLEY

v' Hiring is seen picking up and the unemployment rate falling
with US employment numbers due on Friday 8 October

v’ Mixed Opinions Continue --- Treasury yield curve flattens as
inflation expectations steady. 10-yr Bond 1.49%. US
Corporate profits on this scale leave companies with lots of
cash. Share buybacks? Paying dividends?

v US inflationary expectations have increased in the range of
2%-3% as can be seen on many charts

v’ There is No Alternative to Equities



CORPORATE
PROFITABILITY
COMPLIMENTED

BY AN
IMPROVEMENT IN
MARGINS

Better Margins Helped Improve Corporate Profits.

Pandemic Profitability

Across the world, corporate profit margins have surged in 2021
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v' The COVID-19 pandemic has helped improve corporate margins.

v" US margin improvement outpaced the rest of the world.
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INDEX-LEVEL
RETURN ON
EQUITY IS BACK AT
THE TOP OF ITS

RANGE AND CLOSE
TO AN ALL-TIME
HIGH

Return On Equity (ROE) Has Improved

Exhibit 1: Index-level ROE has rebounded from pandemic low
as of 2Q 2021
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v S&P financials remain extremely good.




Most S&P 500 Sectors Are Above Their ROE Average

Exhibit 3: ROE sits near or above long-term average in every sector but Energy
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Source: Compustat, Goldman Sachs Global Investment Research

v Tech and Consumer Discretionary ( Amazon) lead the ROE surge.




Corporate Cash Is Near All-time Highs As A % Of GDP
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Source: Longwiew Economics. Macmobond

v" Cash on hand helps US Corporations adjust to economic changes.




CORPORATE CASH IS
CASHFLOW FOR

BUYBACKS AND
PAYING DIVIDENDS

Corporate Cash Gets Returned to Investors through
Dividends and Buy Backs.

US Cashflow, Capex, Buybacks and Divs EZ Cashflow, Capex, Buybacks and Divs
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S&P BUYBACK INDEX

VS S&P500 INDEX

orate Buy Backs Are Correlated With The Rise in the S&P 500

Buying America Back Again
Returning cash to shareholders has proved less popular in the U.S.

Normalized As OF 09/ 14/ 2006 WSEP 500 Buyback Index - Last Price on 9513/21 SEP 500 INDEX - Last Price

P

o g N o

2016 2017
Source: Bloomberg

=

&

=

=

00T = 9TOZ/¥T/60

b
=3

el
(=]




US HOUSEHOLD

BANK DEPOSITS

US Household Balance Sheets Are Strong

FIG 3: US household bank deposits (US$), actual data with Longview forecast
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v" The US consumer put away cash during the pandemic.




Interest Rates Remain Near All-time Lows

FIG 6: US household debt service ratio, shown with US recession bands

FAMILIES AREN'T
EXPERIENCING ANY
PARTICULAR
DIFFICULTY PAYING

THEIR DEBTS
BECAUSE INTEREST
RATES REMAIN
HISTORICALLY LOW
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Sowrce Longview Economics. Macrobond

v Along with strong balance sheets, the US consumer can
borrow at low rates.




COMPANIES
BELIEVE THEY
HAVE PRICING

POWER AND THEY

WIDELY INTEND TO
TRY TO PASS COSTS
ONTO THE
CONSUMER

Companies Are Passing On Cost Hikes

Exhibit 10: In Response to this Inflation Pressure, Companies Are
Raising Prices at a Historic Clip
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Source: Haver Analytics, Morgan Stanley Research.

v’ So far the consumer has accepted these price hikes.



Inflation hasn’t Run Away

Which Mean to Trim?

Over 12 months, core inflation is under control; not so over 6 months

B Dallas Fed Trimmed Mean Six Month PCE Inflation Annual Rate - Mid Price
Dallas Fed Trimmed Mean One Year PCE Inflation Annual Rate - Mid Price
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v Although inflation is up, it is only returning to levels seen in
2008.




Underlying Inflation Rate Remains Reasonable

TRIMMED MEAN PCE INFLATION
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Disclaimer

Note: Disclaimer: This document s intended for and directed at investment professionals and not intended for retail
customers. Persons who do not have professional experience in matters relating to investment should not rely on this
document.

AQA UCITS Fund SICAV plc is licensed in Malta by the Malta Financial Services Authority as an undertaking for collective
investment in transferable securities (UCITS).

This document is issued by Castlestone Management LLC (“We”).The information contained in this document is not directed
at, nor is it intended for distribution to, or use by, persons in any jurisdiction in which the investment products are not
authorized for distribution or in which the dissemination of information regarding the investment products is not permitted.
This document is not offering to sell any product. Any investment in the Fund is required to be undertaken in line with the
Offering Supplement of the Fund. Copies of the Offering Supplement, audited annual financial statements and half-yearly
reports and the key investor information documents (in English Language) are available free of charge upon request. We will
not be liable for any use you make of any information in this document. We are not your advisor or fiduciary. We are not
recommending or making any representations as to suitability of any product or the tax, legal or accounting treatment of
any product. We are not responsible for information stated to be obtained or derived from third party sources. All opinions
are given as of the date hereof and are subject to change. We are not obliged to inform you of any such changes. Any
projections and opinions expressed herein are expressed solely as general market commentary and do not constitute
investment advice or guaranteed return. They represent the views of Castlestone Management LLC at the time of
publication and are subject to change without notice. Any simulated performance data and/or past performance data
contained herein is not a reliable indicator or guarantee of future performance. An investment in the Fund may include a
commission or sales fee which is charged at the time of the initial purchase of the investment and may be deducted from the
invested amount therefore lowering the size of your investment. A redemption / contingent deferred sales charge may be
charged at the time you redeem your investor and such charge may have an impact on the amount of money you receive
back upon your redemption. Income from investments may fluctuate and investors may not recoup the amount originally
invested. An investment in the Fund may be effected by changes in currency exchange rates. If you redeem your investment
before 6 years, you may be at higher risk of losing some, or all of, the money you invest. Any forward-looking statements
concerning the financial condition, results of operations and businesses of Castlestone Management LLC expressed or
implied, are based on management's current expectations and assumptions, which may change without notice, and are no
guarantee of future results, performance or events. Nothing in this document constitutes a representation that any
investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise
constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own
judgement in making their investment decisions. Investors and prospective investors should make reference to the risk
warnings set out in the Offering Supplement of the Fund. This document is confidential. No part of it may be reproduced,
distributed or transmitted without Castlestone Management’s written permission. Neither this document nor any copy of it
may be distributed, directly or indirectly, in the United States of America or its territories or possessions (the “United States”
or to any US Person as defined in Regulations under the United States Securities Act of 1933 (as amended)). Any failure to
comply with these restrictions may constitute a violation of United States securities law. This is not exhaustive; other
regional-specific wording may apply. If in doubt, please consult with Castlestone Management’s Compliance department.

CASTLESTONE £}

MANAGEMENT

Castlestone Management LLC is a registered investment adviser in the state of New Jersey. Being registered does not imply a
certain level of skill or training. Investment in any Fund involves significant risks. A prospective or continuing investor should
not invest in any Fund unless satisfied that it and/or its investment representative or professional adviser has/have asked for
and received all information which would enable it or both of them to evaluate the risks in terms of an investment or
continued investment in the Fund. The information in this document has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority. No invitation to the public in Hong Kong to buy or
subscribe for any product is permitted to be made. You should consult your own attorney, business adviser and tax adviser
as to legal, business, tax and related matters concerning any of the contents of this document.

Additional information about Castlestone Management LLC is available on the United States Securities and Exchange
Commission’s website at https://adviserinfo.sec.gov/firm/summary/170379.

WARNING

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to
exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.
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