Markets are likely to be better for
as long as real rates are negative
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Best Equity Markets YTD

YTD Change
185.21

BOTSWANA 68.01
60.54
SAUDI ARABIA DOMESTIC 50.65
JORDAN 48.11
43.63
KUWAIT 39.94
38.63
26.43
ZIMBABWE 23.95

BOSNIA AND HERZEGOVINA 23.63
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Global Equity Snapshot
Monthly performance is between 2022-09-01 and 2022-08-01

Best global equity markets YTD EM LATIN AMERICA +1.45%,
USA-18.30%, EM (EMERGING MARKETS)-20.86%,

While worst global markets YTD EUROPE -25.85%, FM
(FRONTIER MARKETS) -21.42%, EFM ASIA -21.09%,

Best global markets last month EM LATIN AMERICA +0.04%,
FM (FRONTIER MARKETS)-0.61%, EFM ASIA-1.66%,

While worst global markets last month EUROPE -9.72%, USA -
3.65%, EM (EMERGING MARKETS) -1.90%,

It seems that in the current environment banks could make extra
money.

If they buy bonds on the market and use for collateral with central
bank.

The bonds traded on the market offer yields in line with annual
inflation data perhaps a little bit less.

But Fed rates or ECB rates stay way below the inflation.

If a bank buys a AAA bond in the market at 8% vyield that bank
can theoretically repo it with the FED at rates closed to FED rates.
With the money from repo with a Fed a bank can come back to the
market and by more of the 8% bonds.

Go back to the Fed and repo that at much more expensive price.
The bank can repeat that operation until its capital ratios are met,
piling up a pyramid of debt yielding 8% using 2-3% as a financing
cost.

Is that true? - Not completely.

Getting financing at the Fed’s discount window follows strict
rules.

Overnight credits are offered to depositary institutions to meet
liquidity gaps or seasonal liquidity gaps.

Collateral is priced very generously; the haircut on AAA credit is
at most 2%.

And the annual financing rate is at most 3%

So the above trade could work, but if only okayed by regional Fed
bank.

The trade with ECB is roughly the same.
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Unfortunaltely in the midst of the COVID crisis most banks likely
already used eligible parts of their portfolio to get financing from
central banks and their capacity for getting extra room in this
trade is most likely quite small.

Nevertheless there are probably institutions with some dry powder
to get into the trade.

Central banks are fully aware of the potential of this trade.

They are not in a hurry to stop participants from enetering it.
However if inflation subdues and bonds return to their normal
prices, the carry of the trade will evaporate.

So the trade will be useful only when rates are deeply negative as
they are now.

Fed Interest Rates to be used in operations with Fed discount window
Current Interest Rates

Secondary Credit

3.00%

Primary Credit

2.50%

Fed Funds Target

2.25-2.50%

Seasonal Credit

2.70%

Source: US Fed
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Haircuts on US bonds used by the Fed on collateral

Margins for Securities®
(% of market value)

CROATIA

Securities Duration Buckeis

>3-5

U.S._ Treasuries & Fully Guaranteed Agencies

Bills, Notes, Bonds, Floating Rat= Notes, and Inflation-Indeted 99 | 9% ‘ 9% ‘ 7% 95%
STRIPS 96% ane
Governmen| t Sponsored Enterprises

Bills, Notes, and Bonds 5% | 8% ‘ 9% ‘ 6% £
MOROCCO Foreign Foreign and Brady Bonds

Aade rated - U5, Dollsr Dencminated 9% %% 9% %% 4%
SERBIA BBB rated -U.5. Dollar Denominat ted T 7% 9% 5% 93%

A44-BBB rated - Fareign Denominated w4 % £ 3% 91%

Foreign Government Agencies

BANGLADESH 224-BBEU.S. - Dollar Denominated 8% 8% EL 96% a4

AR4 rated - Foreign Deneminated 4% 93% 20%
Supranationals

Bills, Notes, and Bonds - LS. Dollar Denomina ted 7% 96% 5435

Bills, Notes, and Bonds - AAA rated - Foreign Denominated k-2 % 93% 3% 90%

Corporate Bonds

AAA rated - Financials - U.S. Dollar Denominated £ s E) £ EES
24 rated - Financials 1.5, Dollar Deneminatsd E) 7% 9% £ 0%
Arated -Financials - U5, Dollar Denominated £ S 5 0% 5%
BEB rated - Financizlz -1.5. Dollar Densminzted B & 5%

Source: US Fed

ECB Annual average of holdings 1999-2013: market values before haircuts, in €
billion from 2014: market values after haircuts, in € billion

W ccem I ccem with links M oirect links [ Relayed links

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: ECB
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Country Strategy

ARGENTINA: Raymond James

AUSTRALIA: Australia shares

AUSTRIA: Volkswagen shares

BAHRAIN: Bahrain shares grief

BELGIUM: Chelsea and Todd

Research Analysts Reduce

set to open higher; NZ gains

up slightly on Porsche's $70.1

with UK as HM Queen

Earnings Estimates for ...
MarketBeat Other equities

research analysts have also

Nasdaq Australian shares are

billion to $75.1 billion valuation

likely to open higher on
Tuesday, tracking their U.S.

CNBC Volkswagen shares up

Elizabeth Il'is set to be ... News
of Bahrain Bahrain shares grief

Boehly’s multi-club options:
Portugal, Belgium and...
Brazil? The Athletic The

slightly on Porsche's $70.1

recently issued reports about

peers on Wall Street, even as

billion to §75.1 ... 28, with

the ... Peru, Suriname,
Argentina, Chile, Australia, and

investors brace for an
outsized... 9 hours ago

Ghana. 1 day ago Sibanye
Stillwater Limited
(NYSE:SBSW) Given
Consensus Rating ...
MarketBeat Two equities
research analysts have rated

Australia shares end lower
ahead of central bank meetings

shares offered to private
investors in Germany, Austria,...

with UK as HM Queen
Elizabeth Il is set to be buried
today ... His Majesty King
Hamad bin Isa Al Khalifa paid

American, a partner at
computing billionaire Michael
Dell's private equity firm MSD,
has quietly built a multi-club

1 day ago Porsche IPO
valuation sends Volkswagen

homage to the... 22 hours ago

group. 2 hours ago Spotlight:

Bahrain's Investcorp sells stake

real estate M&A transactions in

Nasdaq By Tejaswi Marthi. Sept

shares up 1.3% Nasdag

19 (Reuters) - Australian shares

Shares in Porsche Holding SE,

in India's second biggest eye-

Belgium Lexology The Belgian

care hospital ASG Gulf News

capital market is dominated by

ended lower on Monday,
dragged by energy and tech

Volkswagen's largest
shareholder, ... 28, with shares

Investcorp sold its shares as

(local and foreign) institutional

part of a growth capital funding

investors, being REITs or

the stock with a hold
recommendation and ... the

stocks, as sentiment
remained... 1 day ago

United States, Zimbabwe,
Canada, and Argentina. 1 hour

ago

BRAZIL: Fund Up 21% a Year

BRITAIN: UK equities fall

Since 1997 Buys Brazil Stocks

despite cooling August inflation

offered to private investors in

round of 15 billion rupees,

Germany, Austria,... 23 hours

making this 'India's biggest

ago

CANADA: CANADA STOCKS-

private equity... 1 day ago

CHILE: Banco Santander-Chile

private equity real estate
(PERE)... 3 weeks ago

CHINA: China Congress May

TSXslips as oil stocks drag,

Stock: Good Entry Point

Before Vote Bloomberg.com

Reuters Sept 14 (Reuters) -

inflation data in focus Nasdaq

(NYSE:BSAC) Seeking Alpha

Not Boost Stocks Due to Covid
Zero, Property ...

Like many stock markets
around the world, Brazilian
equities got crushed by surging
global interest rates. But the
nation's particularly... 2 weeks

Britain's main stock indexes fell

Sept 19 (Reuters) - Toronto's

Chile may experience a

on Wednesday after a surprise
fall in consumer prices did little

main stock index slipped on

recession during 2023, and

Bloomberg.com Covid Zero
policy, property slump are stock

Monday as tumbling oil prices

loan growth may decline from

market overhangs - MSCI

to calm speculation... 5 days

weighed on energy stocks,

ago UK stocks fall as weak

ago Brazil's Elections May
Mean Wild Ride for ETF
Investors ETF.com Following

retail sales fan recession fears

while investors awaited... 17

its current level of 8-10%.
Equities have still not

hours ago JPMorgan Chase &

recovered... 2 days ago Will

Reuters Sept 16 (Reuters) - UK

Co. Boosts Air Canada

stocks closed lower on Friday,

(TSE:AC) Price Target to ...

Bolsonaro's win, Brazil stocks

hurt by the risk-off mood

rallied, with the iShares MSCI

gripping global markets and

MarketBeat Six equities
research analysts have rated

Sociedad Quimica y Minera de

China has historically gained in
the run up to the event. 1 day
ago Why Alibaba Stock Is an
Exception to Goldman's US

Chile (SQM) Stay at the Top of

Market Preference Barron's

the Basic Materials Sector?
InvestorsObserver In addition

Chinese tech stocks have
taken a beating since many hit

Brazil ETF (EWZ) gaining 44%

weaker-than-expected

between September 2018 and

domestic... 3 days ago

January 2020. 2 weeks ago

COLOMBIA: Canacol Energy

Consumer Entertainment:

Ltd. Announces Dividend
Financial Post For
shareholders trading on the

Entertainment Stocks Continue

the stock with a hold rating and

to scoring higher than 99

nine have issued a buy rating

percent of stocks in the Basic

all-time highs in early 2021,
and the picture hasn't improved

to the stock. According to data

Materials sector, SQM's 97

from... 13 hours ago

CZECH: European Stocks
Recover In The Final Hour, But

overall rating means the stock
scores better... 15 hours ago

DENMARK: Danish Pension

much in 2022. 18 hours ago

EGYPT: Gulf, Egypt stocks

Fund ATP Loses 36.4% in First

tumble on global growth worries

To Suffer Despite Improving
Box ... Investing.com How

Colombia Stock Exchange
(“‘BVC”), the Colombian peso

about a trip to the movie
theater? Or, if you are like so

Still Close On Weak Note
Nasdag Among other markets

Half of 2022 | Chief ... ai-

ClO.com Listed equities

in Europe, Austria, Ireland and
Poland closed higher. Belgium,

declined by 20.4 billion krone,

Reuters Sept 18 (Reuters) -
Gulf markets and Egyptian
stocks sharply declined on

10.7 billion of which came from

Sunday as global economic

equivalency shall be calculated

many consumers who bought a

Czech Republic, Denmark,

based on the exchange... 9

big-screen TV during the

hours ago Canacol Energy Ltd.

pandemic, that will do just... 3

Finland, Greece, Iceland,
Norway.... 15 hours ago Lumax

international equity
investments, with the remaining

9.7 billion... 1 week ago

Announces Dividend - Canacol

days ago Asia markets trade

Industries acquires 100% stake

Denmark's ATP defends risk

growth woes kept oil prices
under... 1 day ago Gulf, Eqypt
stocks tumble on global growth
worries Cyprus Mail Gulf

Energy (OTC ... Benzinga For

higher as Japan's inflation

shareholders trading on the

nears 8-year high; China keeps

in Czech Republic-based
'Damberty Real'; stock soars

parity despite worst loss ever

markets and Egyptian stocks

Top1000funds.com Rising

Colombia Stock Exchange
("BVC"), the Colombian peso

benchmark lending rate
unchanged CNBC Casino

equivalency shall be calculated

stocks also rose — Sands

based on the exchange... 9
hours ago

China rose 6.59% and Galaxy

~3% Indialnfoline Lumax
Industries Limited informed that

interest rates and falling equity

sharply declined on Sunday as
global economic growth woes

markets hit the allocation,

it has acquired a 100% equity

impacting investments in

stake in a Czech Republic-

Entertainment gained 3.93%.

based Company, named

— Abigail Ng. Moments Ago.

Damberty Real s.r.0,... 5 days

government and mortgage
bonds and listed equities... 2
weeks ago

kept oil prices under pressure
and pushed... 1 day ago
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The information contained in this document is neither an offer to sell nor a solicitation of an offer to purchase interests in
any referenced investment nor does it represent a research report. Securities may not be offered or sold in the United
States absent registration with the US Securities and Exchange Commission or an exemption from registration under the
US Securities Act of 1933, as amended. This document is only directed at professional investors who have experience of
investing in emerging markets and the referenced investments are unlikely to be suitable for most private individuals. The
referenced investments are speculative and include a high level of risk, and investors may not receive back the original
amount of money that they invested. The value of investments can fall as well as rise, and you may get back less than
what you originally invested. Where an investment is made in overseas currencies, changes in currency exchange rates
may affect the value of your investment. Investments in emerging markets can be more volatile than in other more
developed markets. Past performance is no guarantee of future performance, and the value of investments can go down
as well as up. Please consult your financial and tax advisers if you are considering investing in any of the referenced
investments. This document may contain certain forward-looking statements with respect to MidLincoln Research’s
strategies or expectations. Forward-looking statements speak only as of the date they are made, and MidLincoln
Research assumes no duty to, and does not undertake to, update such forward-looking statements. This document may
not be reproduced, distributed, transmitted, displayed, published or broadcast by any recipient for any purpose without the
prior consent of MidLincoln Research. This document has been issued by MidLincoln Research.



