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We bring apricity

 Apricus Capital provides an integrated sell-side
team comprising dedicated and experienced
professionals on the ground in US equities

 Apricus Capital is committed to mobilize all
resources to provide insightfuland alpha-
creating research with comprehensive
corporate finance and capital market products
and services
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Empty Positions
Firms across industries say they're experiencing labor shortages and
skills mismatch
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Covid

New variants of Covid strains
continuedto be a major sources of
publicfear.Policies of herd

Laborshortage
Laborshortages,in everything
from bus and truck driversto
substitute teachersand
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Labor shortages Skills mismatch Job vacancies of more than
three months
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inflationand supply chain issues

4 have not been resolved recovery of global economy.
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Financial markets fall due to
fears of tapering as the Fed
signals it could start
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Year ahead 2022

Our viewisthat 2022 will be the year of a full global recovery, an
end of the global pandemicand a returnto normal conditionswe
had priorto the COVID-19 outbreak. Economicgrowthwill likely
remain above trend forthe first half of 2022, benefitting cyclicals,
including Eurozone and Japanese equities, US mid-caps, global
financials,commodities, and energy stocks.

The Major Advanced Economies Should Grow Strongly
Through Midyear and Then Moderate Gradually

Percentage points Percentage points
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*We assume potential growth is 1.75% in the US, 1.1% in the Euro Area, and 1.0% in Japan.

Source: Goldman Sachs Global Investment Research

Equities

Lookingto 2022, Apricus Capital's research team expectsto see
market upside,though more moderate, on better-than-expected
earnings growth with supply shocks easing, China/EM backdrop
improving and normalizingconsumer spending habits.

Central bank policyis set to remain broadly accommodative
despite Federal Reserve (Fed) tapering, with an additional $1.1
trillionin global DM central bank balance sheet expansion through
the end of 2022 and a more dovish Fed relativeto current market
expectationsahead of U.S. midterm elections.

While inflationwill remain arecurringtheme, there isa compelling
case to be made forinflation rotation ratherthan broad-based
accelerationin prices.Record corporate liquidity and strong
fundamentals should continue to drive capital investment, inventory
re-stocking, shareholderreturnand mergerand acquisition (M&A)
activity.

Commodities

Commodities are setfor a strong year ahead, with the energy sector
stands out as the major outperformer. Supply chains have struggled
to keep pace with resurgentdemand, which have ledto tight
balancesacross industrial metalsand agriculture.

The price of carbon will stay a key topic, while gold may be

vulnerable as policy normalization begins. : :
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Global output gap, recovery from recessions
%, GDP relative to potential, year of trough shown
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bal Economics

In the decade ahead, investorsface a world that is experiencing
increased technological disruption, aging populations, monetary
and fiscal coordination,and de-globalisation, aswell as stronger
political callsfor wealth re-distribution and environmental action.
The pandemichas accelerated the advancement of many of these
themes, creating uncertainty, but also compelling long-term
iInvestment opportunities.

Meanwhile, the net-zero carbon transition looks setto prove to be
one of the most consequential investmenttrends of the coming
decade. Attaining net-zero is expected to require global
investmentin renewables of USD 50 trillion for each decade until
2050, with 50% of emission reductions needing to come from
underdevelopedtechnologies. This creates opportunity across
greentech, clean airand carbon reduction solutions,and carbon

7 tradingstrategies.

Ratesand Currencies

In 2022, Apricus Capital isexpecting a continuous strong growth
momentum with declininginflation pressure, causing different
reactionsacross central banks. Increasing global access to
vaccinations and booster would help break the link between
mobility restrictions and the virus. Whereasthe Federal Open
Market Committee (FOMC) has started to lay outthe path from
removal of accommodation and announced the tapering of the
asset purchase taperin November.

U.S. Consumers See Inflation
Median expected price gains are expected to rise sharply at both the one-
year and three-year horizon

/ Median one-year ahead expected inflation rate Median three-year ahead
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Asset Forecast and Scenario Analysis

Themes Upside scenario Central scenario Downside scenario

S&P 500 5250 5050 4000

COVID-19 Economicsrestrictions Economy gradually reopens. | Continued publicfear, new
broadly lifted quicker than Currentwave of COVID-19 | invasive COVID-19
expected. fadesin an average pace. mutations, consumption

doesnotrecover.

Inflation Inflation fears abate, or USinflationremainsina Inflation rises vigorously.
elevated inflationis relative high levelinto early | Energy price spike, and the
balanced out with economic | 2022 and graduallyfalls Fed introducing more
growth. towards mid-year,while Fed | aggressive tightening

finishestapering. policies.

Fiscal Fiscal supportto the global | Governmentstake Economicweakness
economyishigherthan economicrecoveryinto outbalanced by fading fiscal
expected. consideration. Fiscal impulse | impulse.

diminishes.

Geopolitics Existing trade tariffs eases Stable approach oftrading | Worsened US-Chinaand

and raises global growth. policy taken by the US. US-Russia relationship.
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S&P 500 products

since futures use leverage - gains
are amplified butso too are
losses.

Contracts have expiration dates as
opposedto ETFsthat tradein
perpetuity.

commission fees

than future or

equitiestrading.
« Timedecay.

may incur a
breakage cost.
Low liquidity.

Futures Options Swaps ETFs

Pros No annual managementfees. « Costefficient Swapis cheap, with ETFstradeata
Tradesnearly 24 hours, six days a with huge no upfront narrowest bid-offer
week leverage power premium and it spread, hence
S&P 500 futures contract far out- « Goodhedging reducestransaction lower spread costs
trade in dollartermsitsETF instrument. costs. (.32 bps spreads).
counterpart(2.56xin daily dollar «  Multiple ltis possible to be High liquidity.
volume with E-mini S&P/All 6,673 strategic used to carry out CostsforETFsare
ETFs globally). positions could longertime period more predictable
Pay less taxes than withan ETF do be taken. hedge than futures and are trending
to IRS Section 1256 treatment and options. downwards.
(60/40 blend of shortand long
term gains).
Effectively zero tracking error.

Cons Arisk thatinvestorscan lose more |+ Lowliquidity. Early termination Tracking error-the
than the initial margin amount « Higher before maturity difference between

the price of the
benchmarkand the
price of the ETF.
Cannotbetraded
24 hoursa day.
ETFs have annual
managementfees.
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SPY ETF Performance

I SPY Total Return
I Index

Recommendations

» Apricus Capital'sresearch team recommendsiinitiating a
long positionon SPDR S&P 500 ETF (NYSEARCA: SPY)
because its growth potential is not sufficiently priced
in. and its price could increase significantly in the next 6-
12 months.

e Duration: 6 -12 moths

1 Month 3 Month 3 Month (p.a.) 5 Month (p.a.) Since Inception (p.a.)

« To achieve a lowrisktolerance level specified by the client, 1 year performance of a $1M portfolio under different scenarios
we do notrecommend futuresin orderto avoid amplified $1:200,000.00
losses. Options offer a relatively low liquidity, and
thereforewould be more efficientto act as a hedging $1150,000.00
solution. The same also appliesto swaps. ETFs are chosen
to produce a predictableand reliable profit. $1:100,000.00 —
$1,050,000.00 JE——— -
« SPYhas both the largestassets under managementand o s
highesttrading volumes of all S&P 500 ETFs. SPY is notthe Frioomes

cheapestoptionamongthe S&P 500 ETFs, however, it's
liquidity, size and long tenure all offervalue of their own.

$950,000.00

$900,000.00

$850,000.00
Feb



Key Risk Factors

+ COVID-19: There have been sporadic
setbacks with COVID-19 variants, this needs to
be seen in the context of higher immunity rates,
significantly lower mortality and new antiviral
treatments. With this in mind, the key risk to is a
hawkish shift in central bank policy - especially
if post-pandemic dislocations persist, such as
further delay in China reopening or continued
supply chain issues. One of the most important
factor is probably a reduction in fear among
most of the population that is either already
vaccinated or has no desire to get vaccinated
under any circumstances, and consequently
higher economic activity even when there is an
outbreak.

Geopolitics: There are uncertainties in US-
Russia and US-China relations. Troops increase
from US and Russia have been destructive
around the border of Ukraine and may add
fluctuations in the US market if war outbreaks.
Tensions between US and China are likely to
increase, starting with the US boycott using the
games in 2022, with Taiwan and Hong Kong
conflicts remain un-resolved. Aggressive
trading policies might be taken by the US.

» Inflation: Itislikely thatthe global economy
gradually transitionsfroma highly unusual
pandemicrecoveryto a more normal expansion
startingin 2022. During this transition,demand
slows while supply rises, growth shiftsfrom very
rapid to merely solid, activity rebalancesfrom goods
to services, and inflation moderates. Currently, the
stress on supply chains is substantial and inventories
in semiconductors, durable goods,and energy
marketsare verylow. In such an environment, even a
moderate production outage resultingfrom covid
outbreaksin China,an energy demand spike related
to a cold winter, or other short-term disruptions
could have sizable economic effects.

The Fed's New Dot Plot

1 @®FOMC members' dot projections for meeting date 12/15/2021
3.00< ©FOMC dots median &%
| °Fed funds futures - Latest value o
250+
2.00+

1.50+4

1.00+

Implied fed funds target rate

0.50+

0.00

2021 2022 2023 2024 Longer Term
Projection Year End
Source: Bloomberg Bloomberg @
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H e d g e cons | d e ratl on + In order to hedge the downside to the S&P 500, the

managementteam recommends on utilizing the
married put options strategy, buying put optionson
the SPDR S&P 500 ETF (NYSEARCA: SPY), the most
liquid options market of a S&P 500 ETF.

2022-02-04 3:38PM EST 360.00

2022-01-28 11:57AM EST
2022:01-28 34BPM EST 370,00 o0 -2 « Aputoptionallowsinvestorsto profitdirectly from a
2022-02-03 3:27PM EST 0 .00 - 3 drop inthe S&P 500.

2022-02-03 2:38PM EST

2022-01-28 3:24PM EST

2022-02-03 11:28AM EST 0 .00 . ° Buymg SPY230317P00400000 with a strike price O'F
022-02-02 332PM EST 395,00 2177 2558 000 S $400 and an expiration date of 17 March 2023.

04 3:33PM EST ¢

2022-02-03 3:20PM EST 4

« The price of this optionis $23.25 per contract
atthe time of marketclose on 04/02/2022

17P004 0 2022-02-02 3:20PM EST 410.00

S5PY230317FP00415000 2022-02-01 12:42PM EST 415.00

SPY230317P0 0 2022-02-04 4:03PM EST 420.00

2022-02-04 3:33PM EST 425.00

« Advantagesof S&P 500 put optionsas a hedge
includes:

* Favorable tax treatment

2022-02-04 3:38PM EST 430.00
2022-02-03 4:04PM EST 435.00

) 2022-02-04 10:07AM EST 440.00 37 35.4 1.80 . . .
” o « Cash settlement - easier to manage around expiration.

SPY230317P00445000 2022-02-04 10:29AM EST 445.00 7 +0.70

* Leverage -$SPY options have a 100 multiplier, which
I SPY230317P00450000 2022-02-04 3:19PM EST 450.00 218 -5.25% provides the potential to offset a substantial decline for a
relatively small upfront cost. V- G
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Appendix

Contract Implied | Delta Gamma | Theta Vega
Volatility

SPY230317P | 23.9032 | -0.3014 | 0.0031 | -0.0525 1.6285

00400000

Put option contract details

Top 10 holdings of the S&P
500(27.34% of total assets)

Name Symbol %assets
Apple Inc SAAPL 5.90%
Microsoft SMSFT 5.60%
Corp

Amazon.com | SAMZN 4.05%
Inc

Meta SFB 2.29%
Platforms Inc

Alphabetinc | SGOOGL 2.02%
A

Alphabetinc | SGOOG 1.96%
Class C

Berkshire SBRK.B 1.45%
Hathaway Inc

Class B

ICSERTe STSLA 1.44%
NVIDIA Corp SNVDA 1.37%
JPMorgan SIPM 1.29%
Chase & Co
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