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Maybe it is the new math, but is it really the G20 when neither China nor Russia show up?

I’'m not sure anyone really expected Russia to show up. Leaving the borders of Russia is not the best
thing that Putin could do for his own safety or security. The fact that China (Xi) did not attend is more
interesting. | haven’t seen an official statement as to why he did not attend, but | have read that the
reasons could include anything from “solidarity with Putin” (which seems unlikely) to “escalating
tensions along the Himalayan border between China and India” (was not on my radar screen) to “a
fractious tone at the recent Beidaihe meeting” (which has come up in some of our recent geopolitical
discussions). There is a Nikkei article alleging that Xi was reprimanded by party elders at this year’s
Beidaihe meeting. Is it possible that questions about the domestic economy kept him from the G207 |
don’t know, but earlier this year China abruptly changed their zero-Covid strategy after a series of
protests were reported.

| don’t know why Xi did not attend the G20, but it doesn’t strike me as a good sign for global relations.

The G18 (or G20) issued a statement about the war in Ukraine (which was apparently not critical
enough of Russia) citing risks to the global economy (see The Economist Who Cried Recession) and
included some climate initiatives (which | am not overly optimistic about given the fact that China
didn’t attend).

Made By China

| continue to argue that one way for China to extricate itself from its current economic weakness is to
sell more of their own brands (see China’s Next Move).

The following helps support that view:

e The yuan is on the cusp of record weakness.
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This weakness should provide a competitive advantage for Chinese exports.

e There have been reports that certain phones and products will be banned for employees of
certain Chinese government entities. That would presumably create an opportunity for Chinese
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https://asia.nikkei.com/Editor-s-Picks/China-up-close/Analysis-Xi-reprimanded-by-elders-at-Beidaihe-over-direction-of-nation
https://academysecurities.com/wp-content/uploads/The-Economist-Who-Cried-Recession.pdf
https://academysecurities.com/wp-content/uploads/Chess-Checkers-or-Go-What-is-Chinas-Next-Move.pdf
https://www.yahoo.com/lifestyle/china-expands-iphone-ban-apple-032059700.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuYmluZy5jb20v&guce_referrer_sig=AQAAAAoscsBuNXjhMqKs_rDlGPPnOEUKkuC-iuYfRmZ43xeosl_BwbYah59EbLOcPlGn03RAfsWMezprEUoCiMR3JDmmhqw7HMj-aIiYYxMR3oa5yB89gW02L2wrt1XjCVidKI8o-AilJ9L1iiRvPkTRVH4C23DmMRI_Q76Cq6a64Qcv
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brands. | have not seen a confirmation of this ban, but the market certainly responded to
headlines about this on Thursday.

e Huawei’s latest phone incorporates 7 nanometer chips made by SMIC. This is impressive
technology and has reportedly caught the attention of the U.S. Commerce Department.

| continue to believe that one of the most underpriced risks (in the market and in corporate
boardrooms) is the potential for rapid growth in the sale of Chinese brands. The events of the past
week have only reinforced that view.

In the meantime, I’'m looking for China to ramp up support for their economy in the coming days and
weeks. So far, they have only done some things at the margin and markets have not been impressed.

Inflation versus a Slowdown

This week the “inflation” camp won. Yields increased across the curve and there was a small uptick in
the probability of another rate hike this year (still less than 50% though). That seemed to weigh on the
stock market as we are in a “good news is bad” mode.

I think that the move in rates is overdone, and they should drift lower (I’'m looking for 4% on 10s)
which would be good for risk assets (especially if accompanied by some new and larger stimulus
measures in China).

| am leaning more towards the belief that the “soft landing” view will be challenged in the coming
weeks as we get new data. The anecdotal evidence seems to be pointing towards slowing
spending/growth in many areas. This should show up in the data if the anecdotes are broadly
representative of the state of the economy (and | believe that they are).

I'm getting nervous about the current state of the economy (there are some potentially large
headwinds if I'm correct on China’s strategy), but | am still bullish risk for a trade (betting on “bad news
is good news” at least until we get sub 4% on 10s).

| would have liked to see a G19 and am curious why Xi did not attend. It could be a “nothing burger”
but it is curious to say the least.
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https://www.msn.com/en-us/lifestyle/shopping/huaweis-new-phone-is-alarming-us-officials-heres-why/ar-AA1grzjg
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Disclaimer

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary
information and, therefore, will not, without express prior written consent, disclose such information to any person,
company, entity or other third party, unless so doing would contravene governing law or regulations.

This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.

Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.

Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.
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