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MONTHLY NEWSLETTER - March 2023

“ Markets have been restless in March, with the banking sector having been hit by the collapse of
Silicon Valley Bank and other US regional banks, before Credit Suisse in Europe. These events have
led investors to lower their expectations concerning central banks' rate hikes, adding volatility to
the bonds market. However, the FED, ECB and other central banks have re-emphasized the
importance of controlling inflation. They raised interest rates, while reassuring investors about the
strength of the banking sector and their support when needed.

With the Fed's terminal rate soon to be reached, however, we anticipate a future Fed tightening
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OUR MARKET VIEWS

pause, which could be a real catalyst for the markets.
In this market environment, tactical allocation is key, and we have made adjustments on our

strategic asset allocation. ’
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HART OF THE MONTH

Higher volatility in the bonds market following the
banking sector’s turbulences
Stocks and bonds volatility, YTD
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The increase in volatility on the bonds
market was widely reinforced by the
Swiss National Bank's decision to write
down the CHF 16 billion of AT1 debt held
by Credit Suisse.

Equity holders were then favoured over
debt holders, adding stress to the bond
market.

Central banks have intervened to
reassure about debt holders' priority in
the event of a bankruptcy.

They also provided their support to
troubled banks, bringing back some
calm in the markets.

MARCH: TOWARD A PAUSE IN MONETARY POLICY TIGHTENING ?

=

USA: May a soft landing be more
difficult to happen ?

= Failure of Silicon Valley Bank, Signature Bank
and other regional banks

= Inflation eases in March but remains high
(+6.0% YoVY) and core inflation is still increasing
(+0.5%)

= Still strong data from the labor market
(nonfarm jobs increased in February even if
unemployment rate rose slightly to 3.6%)

=  The Fed raised the target range for the federal
funds rate by 25 basis points to 4.75-5.0%

Our view: Following recent bank failures,
credit markets could tighten even if rates
don't continue to rise. The economy could
suffer from these tighter lending standards
and make it more difficult to have a soft
landing of the economy.

H EUROPE: Mixed economic data

= UBS has bought Credit Suisse for CHF 3.25 bn
after being solicited by the Swiss National
Bank

= Despite the turmoil in the banking sector, the
ECB raised interest rates by 0.50 bps and said
it is now “data dependent”

= ECB tried to reassure
financial institutions stability

= Inflation is slowing in Europe thanks to a
strong decrease of energy prices. However,
core inflation (ex. food and energy prices)
keeps increasing

= Eurozone economic growth in the fourth
quarter was revised down by -0.1% but PMI
rebounded

investors about

Our view: The eurozone economy is still
strong despite the interest rates hikes,
and the banking sector remains resilient.
As expected, ECB does not ease the tone
and is still focusing on reducing inflation.

WHICH OPPORTUNITIES IN THIS CONTEX

n CHINA: Data are confirming the rebound

= IMF projected that China's economy would grow
52% this year

= Inflation slows in February

Strong PMI figures and services rebounded to

highest level in more than a decade

Our view: As expected, the rebound has been
initiated and is expected to be reflected on
earnings and macroeconomic figures.
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N Last month has been hectic on markets due to
financial sector’'s turmoil. However, systemic risk should be
avoided because banks, especially in Europe, are well
capitalized and central banks have shown their support in
uncertain times (SVB, Credit Suisse). Banking stocks suffered
while technology stocks rebounded strongly (over the quarter,
the sector recorded an increase of more than 20%).

The message from central banks has been quite clear, with
rate hikes, confirming their objective of inflation controlling,
which is still above the central banks' 2% target. However, the
Fed's latest rate hike in March may suggest a pause in
monetary tightening as we approach the terminal rate and
inflation data should gradually move lower.

Tighter lending standards and a potential economic
slowdown could have an impact on future earnings, making
it crucial to select companies with low levels of debt and ability
to deliver cash-flows over the long run. However, we think
that the market catalyst would be stronger on rates than on
earnings.

In this context (anticipation of the end of monetary
tightening), we continue to prefer investment grade credit,
particularly on long durations that could benefit from a
potential interest rates loosening. We have also upgraded
high-yield bonds to neutral, anticipating a decrease in
interest rates and credit spreads components. Nevertheless,
allocation should remain tactical, and selectivity is key to
avoid default risks.

The recent rise in volatility increased yields on derivatives,
leading us to move our strategic allocation to neutral-positive.

In our view, private markets continue to offer diversification
and decorrelation. More sensitive to economy's weakness and
in a context of decreasing fundraisings, some private
companies offer very attractive discounts.
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Norman K. has issued this document for information purposes only and is not intended to form the basis
of a legally binding agreement.

It does not constitute, from a legal, tax or financial point of view, an offer to buy, sell or subscribe to a
financial instrument, nor a commmercial offer to invest in the products offered.

This document is confidential and must not be reproduced, transmitted, distributed or published, in
whole or in part, by any means whatsoever, to third parties without the prior written consent of
Norman K.

This document is confidential and must not be reproduced, transmitted, distributed or published, in
whole or in part, by any means whatsoever, to third parties without the prior written consent of
Norman K.

In addition, forward-looking statements are subject to known and unknown risks and uncertain and
incurring assumptions that may cause current results to differ from those anticipated or incurred by the
forward-looking statements.

Nothing in this document constitutes any prediction of future performance.

Norman K also draws investors' attention to the fact that the financial instruments offered present a risk
of capital loss. The investment also presents liquidity risk, valuation risk and currency risk.

In addition, forward-looking statements are subject to known and unknown risks and uncertain and
incurring assumptions that may cause current results to differ from those anticipated or incurred by the
forward-looking statements.

Nothing in this document constitutes any prediction of future performance.

Norman K also draws investors' attention to the fact that the financial instruments offered present a risk
of capital loss. The investment also presents liquidity risk, valuation risk and currency risk.

The information contained in this document will not be updated and will not be modified in order to
incorporate new elements or modifications of pre-existing elements in the future. Some forward-looking
statements provide forecasts and statements regarding the prospects for future events. Due to certain
risks or uncertainties, the performance of financial instruments may differ from what is anticipated in
this document. The information contained in this document will not be updated and will not be
modified in order to incorporate new elements or modifications of pre-existing elements in the future.
Some forward-looking statements provide forecasts and statements regarding the prospects for future
events. Due to certain risks or uncertainties, the performance of financial instruments may differ from
what is anticipated in this document.
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Norman K. Group - SAS au capital de 3 250 € - RCS PARIS n°834 846 206 - Immatriculée a 'ORIAS (www.orias.fr) sous le n°18001386 pour les
activités de Conseiller en Investissements Financiers adhérent de la Compagnie des CIF association agréée aupres de 'Autorité des Marchés
Financiers; Courtier en Opérations d'Assurances, Intermédiaire en Opérations de Banque et Services de Paiement.
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