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US RECESSION. IS THE

WORST OVER IN
EQUITY MARKETS?

POSITIVE PERFORMANCE HAS HISTORICALLY BEEN THE
MORE LIKELY OUTCOME AS A RECESSION STARTS. EQUITIES
PERFORM THE WORST ONE YEAR BEFORE A RECESSION.




v US economy is in a recession defined by
two consecutive quarters of negative GDP.

v’ Equities performance the worst one year
before a recession. Recovery times and
CAN EQUITIES strength varies, but equities tend to have a
PERFORM MUCH positive performance once a recession

BETTER OVER THE starts.

REST OF THE YEAR? v' Interest rate expectations have tumbled.
The implied yield on three-month T-bills in
18 months has declined 2.75% to 0.50%
meaning that investors expect the Fed
Reserve to cut interest rates in 2023.




THE US ECONOMY

LOOKS LIKE IT HAS

ALREADY ENTERED
A RECESSION

(THIS COULD BE
REVISED IN
COMING MONTHS)




THE FEDERAL
FUNDS TARGET

INTEREST RATE
2.25%-2.50%

The federal funds target rate since
July 2006
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Note: From 2008 forward, data reflects midpoint

of the target range.

Chart as of July 27, 2022.

Chart: Gabriel Cortes / CNBC

Source: The Federal Reserve Bank of New York CNBC



INFLATION HAS ot R

CAUSED A DECLINE

+0.3%

2nd
guarter
2022

IN DOMESTIC
SPENDING

(Juarterly changes in real personal consumption expenditures Source: Bureau of Economic
Analysis By The New York Times




EXPECTATIONS ON
WHERE 3 MONTH
T-BILLS WILL BE IN

18 MONTHS HAVE
TUMBLED

Brace Position

Fed's preferred yield curve drops at record pace from its peak

B Implied yield on three-month T-bills in 18 months - three-month T-bill yield
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EQUITIES
PERFORM THE
WORST ONE YEAR
BEFORE A
RECESSION. THE

FOLLOWING TWO
YEARS, PRICES
WERE POSITIVE

32% OF THE TIME

How Do Stocks Perform Around Recessions?

On average, stocks performed worse 1 year before a recession than during a recession. In the 2 years following a recession, price returns were positive

82% of the time
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PERFORMANCE OF A HYPOTHETICAL $10,000
INVESTED WHEN A US RECESSION BEGAN
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S&P 500 returns after falling -20% from record high (since 1950)

6-months 1-year 2-years 3-years

later later later later

10121/57 9% 31% 46% 40%

|—| E R E’ S V\/ |—| AT 5/28/62 1% 26% 45% 59%

8/29/66 18% 25% 36% 24%

U S UA |_ LY |—| A P P E N S 1/29/70 9% 11% 20% 38%

11127173 9% 27% 6% 7%

A FT E R A 2 O% D RO P 2/22/82 1% 32% 40% 62%

10/19/87 15% 23% 48% 31%

S & OO 3/12/01 7% 1% 27% 6%

l N T H E P 5 7/9/08 27% 29% 17% 6%
3/12/20 35% 59% 72%

T TN I, T (|, T N, S A, W
Mepositive |  60% | 70% |  70% | 89% _




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.
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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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