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Sl EQUITY MARKETS

MSCI World Index Historical Performance
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NOTZ STUCKI FUNDS

2019
(as of 19 June)
DGC NS Balanced AEUR +9.11%
50% MSCIAC Loc Curr + 50% Barc Gl 1-5yr Hegdeg in EUR +7.81%
DGC Stock Selection AEUR +20.59%
MSCI World EUR +16.95%
DGC Emerging Markets & Macro A USD +7.26%
2019
(as of May 31st)
Haussmann | USD +7.84%
MSCI World +8.62%
Long/Short Lynx | EUR +7.91%
MSCI Europe +8.99%
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Bear market or
buying opportunity?

Anatole Kaletsky
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Three closely related debates after a tough year

* Was 2018 the end of 2010-17 expansion and bull market?
Or was it just a correction and chance to buy on dips?

* Were 2018 losses mainly due to US monetary policy?
Or global political and policy shocks?

« Did US outperformance reflect sustainable fundamentals?
Or was it due to temporary political risks in China and EU?

I Gavekal Rescarch



Goldilocks and the Ten Bears: Nov 2017

* Recession/secular stagnation
* Pre-emptive monetary tightening >inverted yield curve

 QOil shocks: Iran versus Saudi and Russia
 Protectionism: US-China, NAFTA, Brexit
« Populist Left converges with Populist Right

 Bubble in all asset valuations
B Gavekal Rescarch



Goldilocks and the Ten Bears: Dec 2018

* Recession secular stagnation

: . N ol

il chocks:| i and Russi
« Populist Left converges with Populist Right

e il -
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Ten bears that could threaten Goldilocks in 2019/20
» US recession/global secular stagnation

* European recession

« Trade wars: US-Europe and EU-UK instead of US-China
« EU Right-Left populist convergence threatens euro or EU

I Gavekal Rescarch



"Secular stagnation” is a myth

GDP growth: Global and OECD
Lines = mean 1977-2007

! ! ! ! ! ! ! !
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"New Normal” is about inflation, not output growth

OECD: nominal GDP and domestic expend deflator

Lines = mean 1977 to 2007
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Real problem is weakness in Europe

Table 1.1. Overview of the World Economic Outlook Projections

Difference from
Projections October 2018

2018 2019 2020 2019 2020
World Output 3.6 3.3 3.6 -0.4 =0.1
Advanced Economies 2.2 1.8 1.7 -0.3 0.0
United States 29 23 19 —0.2 0.1
Euro Area 1.8 13 1.5 —0.6 -0.2
Germany 1.5 08 14 -1.1 -0.2
France 1.5 1.3 14 -0.3 02
Italy 0.9 0.1 0.9 -09 0.0
Spain 25 21 1.9 0.1 0.0

Japan 08 1.0 0.5 0.1 02
United Kingdom 14 12 14 03 0.1
Canada 1.8 1.5 1.9 -0.5 0.1
Other Advanced Economies? 26 29 25 —0.3 0.0
EM and Developing Economies 4.5 44 48 -0.3 -0.1
Commonwealth of Independent States 28 22 23 02 0.1
Russia 23 1.6 1.7 02 0.1

Emerging and Developing Asia 6.4 6.3 6.3 0.0 -0.1

China 6.6 6.3 6.1 0.1 —0.1

E Cavekal Research



Most global growth now comes from emerging markets

NOMINAL GDP CONTRIBUTION 2001-2017 NOMINAL GDP CONTRIBUTION 2009-2017

EM x
CHINA,
30%

EMs remain the growth
engine of the World
economy

China, 24%

Source: IMF, World Economic Outlook, October 2017
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US private sector has grown 3% pa since 2010

US GDP - total and private sector
(with average growth since 2009 Q4)
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Fconomic expansions do not die of old age
* 121 months - current US expansion (June 2009-7)

« 58 months - average US expansion since 1945
* 35 months — average US expansion 1919-1945
« 27 months — average US expansion 1854-1919

* 12 months — shortest US expansion since 1945
* 120 months - longest US expansion (1991-2001)
« 212 months - longest US expansion excl Kuwait war

* 347 months - current Australian expansion (July 1991-?)
« 204 months - longest UK expansion (1992-2008)

I Gavekal Rescarch
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Equity records point to continuing global expansion

MSCI World and ex US
----------- U 400

600¢ yaIeiN
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Recessions mean equity bear markets and vice versa

S&P 500 and recessions
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Do bond markets indicate recession?

US 10-year bonds minus Fed Funds

Line = mean since 1962
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Not really on close inspection

US 10-year bonds minus Fed Funds

Line = mean since 1962

i
1985 1990
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Although Shiller PE is a comically useless indicator ...

Shiller's "Cyclically Adjusted P/E Ratio" (CAPE)
....................................................................................................................................... - 45
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. Shiller-type valuation is cheap at today’s interest rates

Equity valuation: Shiller earnings-yield minus "cyclically adjusted" bond yield
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What's happening to US inflation?

US inflation rates
Fed's view versus other measures
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Fed behaving exactly as predicted by Political Economy

US inflation and Fed policy

Fed funds target rate vs US urban core CPI
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Interest-sensitive sectors remain quite robust

Housing starts are still nowhere near cyclical peaks Vehicle sales (cars and light trucks) and recessions
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US credit spreads are still tairly normal

Moody's long-term Baa minus UST 10 year
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The real problems are in Europe (again!)

Euro Area GDP growth (quarterly year on year)
Line = mean 1996 to 2008

Citibank Economic Surprise Index: Euro Zone
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Furo Zone export dependence makes it vulnerable...

Population 1

GDP (share of world GDP in PPP)

GDP per capita 2

Value added by economic activity

Agriculture, fishing, forestry

Industry (including constructions)

Services (including non-market services)
Unemployment rate (share of the labour force)

Labour force participation rate 3

Employment rate 4

General government 5

Surplus (+) or deficit (-)
External 8

Exports of goods and services

Import of goods and services

Current account balance

E Cavekal Research

Unit

millions

%

€ thousands

% of total

% of total

% of total

%

%

%

% of GDP

% of GDP

% of GDP

% of GDP

Euro area

340.7

11.6

329

1.7

253

73

9.1

73.1

66.4

28

24

3.2

United States

326

153

43.5

1.07
19.57
79.5”

44

733

70.1

12.1

14.9

Japan

China

126.7

43

30.6

1.2
293
69.5

2.8
77.6

754

-3.4"

18

17.2

1,390.10

18.2

12.6

8.9"
40.0”
51.17

3.9

-3.9

19.6"

17.3"

1.8"

23



Europe’s lost decade in domestic growth

Domestic demand took eight years to reach its previous high Deteriorating global demand has weighed on growth

140 - Contribution to YoY GDP growth
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Real GDP growth
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When lItaly collapses Germany feels no need to help

GDP per capita relative to pre-recession peak
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Percent

But job and consumer conditions still decent, even in ltaly

. . . Italy unemployment %
Spain consumer and business confidence y ploy °
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EU fiscal policy is at last easing slightly

A moderate fiscal expansion for the eurozone
Change in cyclically adjusted primary balance, average of OECD and IMF
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But how bad are Italy’s public finances?

Italy's public finances
175 4 Interest payment as a share of total revenues (rhs) - 27.5
] Debt to GDP (Ihs) i
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The ltalian economy is unproductive, not uncompetitive

Italy trade balance as a share of GDP

— N w N U (@) ~
1 1 1 1 I I I

(@)
I

w

996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
Gavekal Data/Macrobond

| 1 1 1
RN N w N —_

E Cavekal Research



The banking sector is in a better shape

Italian NPLs continue to decline
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talian politics: end of the Left-Right populist alliance?

Italy—opinion polls for the next general election

50 Coalition of the right (FI+LN+BI)
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China has two distinct economic cycles

Industry is very volatile, the economy isn’t

Nominal change in value-added by sector
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Credit growth turning up from a low level

This is the most gradual credit slowdown no matter how you
measure

Growth in credit, various definitions

- TSF
35 TSF+govt bonds
- Broad credit measure

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
CEIC, Gavekal Data/Macrobond
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SOEs are reversing China’s investment slowdown

State-led investment has been ramped up

Fixed-asset investment, by ownership of firm, 5mcma

State-controlled

Total FAI

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
CEIC, Gavekal Data/Macrobond
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Infrastructure spending is ramping up

Construction rebound is offsetting manufacturing slowdown

Fixed-asset investment by sector, nominal, 5mcma
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Monetary policy has eased and will ease further

Interbank rates have declined significantly
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Best investment opportunities must be in non-US assets

US outperformance unprecedented - mainly since 2013
MSCI IMI all-cap country equity indices (US$), rebased to March 2009
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US out-performance mainly cyclical, not just structural

Outperformance by US mid-caps has been even more extreme
MSCI IMI mid-cap indexes (US$), rebased to March 2009
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Emerging Markets experienced a typical correction

MSCI Emerging Markets in USD
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EM and Europe: recovery or dead-cat bounce?

SCI Emerging Merkets MSCI Euro Zone in local currency and USD
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EM and EU still outpertorming US since last October

MSCI EM and EM Asia relative to US in USD MSCI Euro Zone relative to US in local currency and USD
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Dollar is the only currency that's clearly overvalued

Trade-weighted real exchange rates
BIS calculation based changes in relative CPls (100 = mean since 1990)
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Will USD fall back into lower half of trading range?
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My oil market “model” is looking better again

Maybe $50-$55 really is a ceiling for oil?
WTI spot price deflated by US urban CPI
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Finally: it anyone can still face thinking of Brexit

I Bad economic news
Annualimpact of leaving the EU on Britain

after 15 years: three alternatives™
GDP decrease, %

9 6 3 0]

Membership
of the EEA

Negotiated
bilateral agreement

WTO membership

GDP per household, constant £, loss

6,000 4,000 2,000 O

Membership
of the EEA

Negotiated
bilateral agreement

WTO membership

Source: HM Treasury *Central case

Economist.com
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“Cool Britannia” = have your cake and eat it

National income per head 1993-2017
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Before EEC: “The Sick Man of Europe”

GDP per capita 1960-75
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Thatcher "miracle” didn’t happen until the Single Market
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"Cable” is still very cheap but sterling/euro may not be

GBP/USD GBP to EUR/DEM
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UK gilts: the world's worst investment ?

Government Benchmarks, Macrobond, 10 Year, Yield
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Interest expectations: still below 1% in 2024

GBP 3-month interest rate futures
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LyGH CAPITAL

Investing in China’s Critical Mass
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Investing in China’s Critical Mass LyGH CAPITAL

e China has 143 cities with 1Imn+ population vs. only 10 cities with Imn+ population in the
US.

United States

143 cities with 1mn+ population " 10 cities with 1mn+ population @

Source: Cainiao Logistics, Alibaba Investor Day 2016



Infrastructure for the Masses LyGH CAPITAL

e Larger infrastructure scale and quality: China’s high speed railway network is higher in
coverage & 2x in speed vs. US passenger train network
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Source: http://m.onegreen.net/maps/HTML/53661.html;

https://traveler.sharemap.org/Passenger_trains_in_America#W1stMTU1LjMOMDkyLDIyLjkzMDA3XSxbLTUOLjgwMDMA4LDcOLjcyNzcOXV0=


http://m.onegreen.net/maps/HTML/53661.html
https://traveler.sharemap.org/Passenger_trains_in_America#W1stMTU1LjM0MDkyLDIyLjkzMDA3XSxbLTU0LjgwMDM4LDc0LjcyNzc0XV0=

Investing in China’s Critical Mass LyGH CAPITAL

(1) An enormous and growing domestic market;
(2) Huge efficiencies in manufacturing, services and infrastructure investments;
(3) World’s biggest talent pool

Large markets and scalable business models lead to long term
compounding returns.
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(1) Tourism Craze

LyGH CAPITAL

e High speed railway and increasing affluence provide solid support for domestic travel;

e Mid-scale hotel chains benefit the most, aided by a consolidating market

Chinese Willingness to Travel
% of respondents willing to travel in next 3 months

17649 19109 21075 23275 25195 26955 2883y <958, 31875 3616

Disposable Income per Capita (RMB) 2009- 2017

Source: PBOC, China Statistics Year Book 2015, Huazhu company presentation
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(1) Stock Example — BTG Hotels Group (600258 CH)

LyGH CAPITAL

A Hotel as Comfortable as Home

Stock Summary

BTG Hotels Group operates and manages hotel chains in China. As
of 2018, BTG manages 3858 hotels with 387,000 rooms and with
an expected annual revenue of RMB 8.7bn.

BTG was founded in 1999 by the municipal government of Beijing
and is headquartered in Beijing. In its early days, BTG consisted of
luxury hotels located in Beijing City. In 2015, BTG acquired
Homelnns Co. The acquisition transformed BTG into one of the
largest hotel management groups in China.

Homelnns Co. was founded by Chinese hotel mogul Ji Qi in 2001.
In October 2006, it became the first Chinese budget hotel chain to
be listed in NASDAQ. Homelnns was famous for its brand motto
“Comfortable like home and clean like moon” and later became
one of the largest budget hotel chains in China.

Risk/Reward

Reward: BTG is trading at 8.5x EV/EBITDA (as of Feb 13, 2019) with
a 23% discount to its closest peer lJinjiang Hotels. It is also the
cheapest among the three major hotel chains in China. Assuming a
stable net debt level of RMB 3bn, we expect BTG’s stock price to
yield +70% return in the next 24 months as its valuation
normalizes.

Risk:

i Over expansion of midscale hotels that results in price
war among the major hotel chains. This is less likely as
the top three players are much more disciplined
compared to the last cycle;

ii.  Sharp decline in the Chinese economy growth that puts
pressure on BTG’s RevPar growth.

Feb 2019

Investment Case

RMB

The growing travel market offers a structural tailwind: China’s working
population is 5x that of the US. The Chinese hotel sector benefits from:

i.  Consumption upgrade, as Chinese travelers upgrade from cheap
mom-and-pop motels to quality midscale hotels;

ii. A high-speed train network that promotes mid-to-long distance
travel across the country.

Hotel consolidation and asset light expansion: Midscale hotels are too large
for mom-and-pops to manage. The growth in midscale hotels naturally
leads to market consolidation that favors large hotel chains like BTG. We
expect BTG to open 400-500 new midscale hotels annually for the next
three years, almost all of them through its asset light franchise model. This
leads to a high single digit topline growth and double digit bottom line
growth for the next three years.

Incentives aligned: In Nov. 2018, BTG adopted a share incentive scheme
that awarded 9.7mn shares (worth 200mn RMB) to 286 management
members. We expect the improving ownership structure and interest
alignment to further propel the growth of BTG. Given a stable annualized
RevPar growth of 4%, we forecast BTG’s EBITDA to reach RMB 2.9bn in
2020, a 20% 3 year CAGR.

BTG Hotels Group (600258 CH)
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(2) Extensive Internet and Mobile User Base

LyGH CAPITAL
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e Largest internet user base: 828MM, +7% YOY, @60% Penetration, 72% new onboards by
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Source: CNNIC Statistical Survey on Internet Development in China 2018/12, Bloomberg, eMarketer.com
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(2) New Business Models

LyGH CAPITAL

e China’s scale advantage enables more innovative monetization models:

People’s

Republic of WeChat = Messaging + Social + Financial Services; almost all free of charge
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(2) Higher Scale Efficiency for Services

LyGH CAPITAL

e 85% of JD’s first party orders are next day deliveries while only 8% of Amazon’s SKUs
offer the same service

Fulfillment Centers

Front Distribution Centers

Warehouses

GFA

Geography Coverage

Delivery and pickup Stations

Fast Expansion and
Best-in-class Fulfillment Capabilities

(¥

7 cities

19 cities

213 in 50 cities,
including 6 Asia No.1
warehouses

Over 4 million sq.m.

2,356 counties
and districts

5,367

Same day and next day delivery
as % of 1P orders?

Over 85%

Full-time delivery employees

Source: JD Investor Presentation March 2016; https://www.internetretailer.com/2016/04/01 dds-pri

Over 59,000

Breakdown of Amazon's Delivery Options

Service

Standard Delivery on Amazon.com

Where it's available

All cities in the U.S.

Prime Two-Day Delivery

Product SKUs

365,000,000

All cities in the U.5. 30,000,000

Prime Same-Day Delivery

Prime Mow (1-2 hour delivery)

Sowree: Amazon.com Inc., Robert W, Baird & Co,

27 metro areas

25 metro areas

1,000,000

25,000

day-delivery-11-metro-areas




(2) The Rise of Generation Z LyGH CAPITAL

e Young Chinese seek cultural satisfaction, universal connectivity, and self-expression,
generating new business opportunities

E-Sports: Advertisement Live-broadcasting:
League of Legends 2018 World Final in Beijing Animated image for “LANCOME” A host singing for online
Olympic Stadium audience

LANCOME

GA LR BUN DR SN T

EHERIDKBRIFE

Offline Exhibition and Show:
Bilibili World 2018 in Shanghai
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(2) Stock Example: Bilibili (Bili US)

LyGH CAPITAL

Rise of Generation Z: Bilibili’s Niche Leadership

Stock Summary

users - 75% of them are Gen Z (born after 1990). In terms of user
base, Bilibili is the fourth largest video streaming platform after
Tencent Video, iQiyi & Youku.

Founded in 2009, Bilibili is currently the largest PUGC (Professional
User Generated Content) video platform in China. By introducing
Japanese ACG (Anime, Comics and Games) to China, Bilibili
accumulated a large group of young ACG fans and formed a
community for them. With increasing new content generated,
Bilibiliis now also able to attract users who are not ACG-fans.

Bilibili is in the early stage of monetization. There are four revenue
sources: mobile game distribution (RMB 873m in Q1 2019), live
broadcasting and VAS (RMB 292m), advertisements (RMB 112m),
and e-commerce (RMB 96m).

Risk/Reward
Reward: 50% upside with target price USD 20 at 30X 2020 forward
PE. Topline growth for each segment is expected to be:

* Mobile games: above 40% as the regulator has restarted
approving games.

* Live broadcasting and VAS: 80-100% as paying ratio and
ARPPU would increase significantly from low base.

* Advertisements: 50-70%, lower than previously estimated
due to macro headwinds on the overall industry.

Bilibili will be able to capitalize on the inherent operating leverage
as its revenue grows, and we expect the potential net margin to
be improved from -17% currently to 15-20%.

* Risk: 1. Strict regulation on cultural contents might hurt user

experience and investment return on contents; 2. Unsuccessful
CAPEX might slow down its pace to profitability.

Jun 2019
Investment Case

* Network effect around a loyal and solid user base.

i. New user traffic to Bilibili grows organically, largely via word of
mouth. Bilibili’s 30 days retention rate is 41%, much higher than
other video-streaming platforms (30-35%).

ii. There are 49m official members who passed a community
entrance exam consisting of 100 questions. 12 month retention
rate for these core users is higher than 80%.

® Strong moat around sub-culture and user-generated content.

i 89% of video views in Bilibili are contributed by PUG videos.
Content creators grew 150% YoY to 732,000 and monthly video
submission grew 130% to 2 million.

ii.  Although there were many challengers in past, nowadays there is
no significant competitor to Bilibili.

* Great positioning within Gen Z with high monetization potential.

i The average age of Bilibili’s users is around 20. More than 70% of
users have or will have a Bachelor’s degree or above. They have
strong willingness to spend money and their buying power will
grow quickly as they get older.

ii.  The unique user profile of Bilibili gives it strong commercialization

potential.
Bilibili (BILI US)
25
20
2 15
10
5
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(3) Engineer Dividend

LyGH CAPITAL

China has the largest engineer force in the world - already No. 1 in artificial intelligence

research paper citations.

Number of college graduates by birth year, mn

B China m US M Japan

Bar label = College graduation rate (% of
age group who will graduate from college)

18%

1950s 1960s 1970s 1980s

Source: US National Science and Technology Council; Euromonitor, NBS, NCEX, MEXT
Assumed graduation years: 1950s: 1972-1981, 1960s: 1982 — 1991, 1970s: 1992-2001, 1980s: 2002-2011,1990s: 2012-2021

35%

1990s

Number of publications with at least one citation

920

80

Deep Learning (Cited Publications)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Year of Publication

~&—China
—8—USA
England
—&— Australia
—®—(Canada
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—®—Germany
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- France
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(3) Stock Example — Zhuzhou CRRC Times Electric (3898 HK) vyeH capitaL

A Leader in High End Manufacturing in China

Stock Summary

Zhuzhou CRRC Times Electric (“ZCTE”) is the largest supplier of
electric traction system of railway locomotive, Electric Multiple
Unit (“EMU”) of high speed railway , and metro trains in China,
with >50% market share. This segment (~60% of revenue
contribution) will see a rebound after the weak delivery of EMUs in
2017.

Maintenance segment (~20% of revenue contribution) will register
strong demand growth in the next 3 years as many high speed
railway EMUs are scheduled for maintenance after having been put
in service for 10 years.

The high R&D expense ratio (8.6% in 2017) is bearing fruit: its
semiconductor business especially Insulated Gate Bipolar
Transistor (“IGBT”) has started to replace imports and will break
even in 2018; Electrical Vehicle (“EV”) powertrain system has
accumulated over 1.9mn unit or >10bn RMB orderbook and will
start to deliver this year.

Risk/Reward

Reward: 30% upside with target price HKD 49-50 for traditional
business, based on 15xPE. Another 30% upside potential if we
factor in the new business (RMB 9.1bn = IGBT 3.4bn + deep-sea
robot 1.2bn + EV 4.5bn) and net cash 3.5bn at hand.

Risk: Locomotives and high speed railway demand and EV
development slower than expected.

Apr 2018

Investment Case

HKD

Stock underperformed in 2017 due to weak EMU delivery but EMU will
resume ~30% growth in 2018.

As the largest metro train supplier, ZCTE has accumulated over 3 years
orderbook and will see ~30% growth CAGR.

IGBT, know as the CPU for power conversion, is widely used in power
transmission, rail transport and industrial automation. China has been
relying on import in the past and ZCTE is the only integrated local IGBT
manufacturer.

China EV sales reached 576k unit in 2017, +68% yoy. The government is
targeting 1mn unit in 2018 and 2mn in 2020. ZCTE has orderbook of
1.93mn sets of EV control systems in 2017, and will start mass delivery
in 2019 with 300-500k unit a year.

Under-valued: only trading at 11xPE, vs its expected ~15% earnings
growth cagr in the next 3 years.

Zhuzhou CRRC Times Electric (3898 HK)
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LyGH Philosophy LyGH CAPITAL

We Buy Sustainable Growth at a Reasonable Price

= |dentify business franchises with idiosyncratic business models.
- We focus on structural growth sectors;
- We seek business franchises with profitable and scalable business models;

- We emphasize sustainable competitive advantage, sound financials, strong corporate
governance coupled with management competence.

= Focus on expectation gaps and catalysts.

- We look for expectation gaps and catalysts, preferring misunderstood and mispriced
stocks that trade below their long-term intrinsic value.

13



Fund Highlights LyGH CAPITAL

Fund Name GH China Century Master Fund (incepted in Jan 2014)

Fund Strategy A Greater China focused absolute return equity long/short fund

Investment Objective Seek only absolute return;
* Target 15-20% annualized return over a 3-5 year time horizon;

« As of May 2019, the Fund has achieved an annualized net return of
16.42% since inception

Fund Characteristics * Focus on Greater China related opportunities and invest across the
markets;

e Hold a concentrated portfolio with 20-30 names long and short
combined;

* Long biased with average gross exposure of 80% and average net
exposure of 60%, using shorts to hedge portfolio and generate alpha




LyGH CAPITAL

Appendices

15



Fund Performance Key Metrics

LyGH CAPITAL

Since Inception China Century MSCI China CSI300
Annualized Return 16.4% 3.5% 0.2% 7.0%
Annualized Volatility 18.4% 20.8% 21.7% 26.4%
Max Drawdown -19.7% -39.3% -45.3% -44.0%
(Jun - Sep 2015) (May 2015 — Feb 2016) (May 2015 — Feb 2016) (Jun 2015 — Dec 2018)
Positive Month
(Total 63 Months) S 36 33 36
Best Month Perf 25.3% 16.7% 16.9% 24.5%
(Apr 2015) (Apr 2015) (Apr 2015) (Dec 2014)
Worst Month Perf -11.2% -13.5% -15.1% -22.1%
(Apr2014) (May 2019) (Jan 2016) (Jan 2016)
Sharpe Ratio 0.76 0.06 -0.10 0.18
Beta 0.65 0.61 0.45

Source: Bloomberg, as of May 31, 2019; The reference risk-free rate is simple average of 10 year US Treasury yield since Jan 2014.

16



Fund Return Since Inception

LyGH CAPITAL

GH China Century Master Fund Monthly and Annual Net Return (%) Major Indices Annual Return (%)
Since MSCI
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year ) K CSI 300 HSCEI
Inception China
2014 5.57 6.60 -6.22 -11.18 10.07 7.71 5.80 3.44 0.98 4.26 1.51 5.07 36.56 36.56 8.86 56.22 17.92
2015 -2.44 -2.59 7.83 25.29 2.51 -7.49 -7.81 -4.46 -1.49 10.75 0.78 0.20 18.13 61.32 -10.05 1.02 -19.35
2016 -1.84 0.41 5.67 -0.31 2.19 0.34 0.53 5.22 0.64 -0.76 -0.32 -2.76 9.02 75.87 -1.43 -17.06 -2.80
2017 2.76 1.57 1.72 2.34 2.06 4.41 3.57 2.59 2.52 4.77 0.54 1.74 35.16 137.71 51.21 29.88 23.70
2018 10.83 -5.62 -1.83 0.91 0.16 -5.02 0.52 -1.25 -1.56 -0.78 3.24 -1.92 -3.23 130.03 -20.52 -29.34 -13.75
2019 2.29 2.16 3.39 1.02 -9.26 -0.96 127.82 4.03 20.10 2.48
Source: LyGH Capital, Bloomberg; Fund Inception Day: 10 Jan 2014
Note: Fund and indices returns are calculated based on USD denominated prices; 2014 returns are calculated relative to indices levels on 10 Jan 2014.
GH China Century Master Fund and Major Indices Performance Since Inception (USD)
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Investment Team LyGH CAPITAL

= An On-the-ground Investment Team

- Founded in November 2013, made up of experienced investment professionals based
in Shanghai and Singapore;

- Two senior team members previously worked together at Fullerton Fund Management
Company. In addition, COO also worked with senior investment members at Fullerton
Fund Management Company

= A Team of Greater China Equities Experts

- A team of seasoned investment professionals with an average investment experience
of 11 years in China equity market;

- A proven track record of superior returns in managing both relative return and
absolute return China-focused funds for institutional investors, including sovereign
wealth fund



Disclaimer LyGH CAPITAL

THIS IS NOT AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO PURCHASE SHARES OF GH CHINA CENTURY OFFSHORE FEEDER FUND, GH CHINA CENTURY U.S. FEEDER FUND AND GH GREATER CHINA
OFFSHORE FEEDER FUND (INDIVIDUALLY THE “FUND” AND COLLECTIVELY THE “FUNDS”) MANAGED BY LYGH CAPITAL PRIVATE LIMITED (“LYGH”). ANY SUCH OFFER OR SOLICITATION MAY ONLY BE MADE BY
MEANS OF THE DELIVERY OF THE FUND’S FINAL CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM AND ONLY IN THOSE JURISDICTIONS WHERE PERMITTED BY LAW.

THE FUND IS NOT REGISTERED WITH THE HONG KONG SECURITIES AND FUTURES COMMISSION. THE FUND INFORMATION IN THIS PRESENTATION ARE ONLY FOR PROFESSIONAL INVESTORS REFERENCE ONLY.

THE INDICATIVE TERMS AND OTHER INFORMATION INCLUDED IN THIS PRESENTATION ARE INCOMPLETE AND CONDENSED, ARE PROVIDED FOR DISCUSSION PURPOSES ONLY AND ARE SUBJECT TO
COMPLETION OR AMENDMENT.

AN INVESTMENT IN THE FUND IS SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK. POTENTIAL INVESTORS MUST FAMILIARISE THEMSELVES WITH THE TERMS OF AN INVESTMENT IN THE FUND, MUST BE
ABLE TO BEAR THE RISKS INVOLVED AND MUST MEET THE SUITABILITY REQUIREMENTS RELATING TO SUCH INVESTMENTS. SOME OR ALL ALTERNATIVE INVESTMENT PROGRAMS MAY NOT BE SUITABLE FOR
CERTAIN INVESTORS. A PLACEMENT MEMORANDUM AND A SUBSCRIPTION AGREEMENT WILL BE MADE AVAILABLE TO THOSE PERSONS ELIGIBLE TO INVEST IN THE FUND WHO DEMONSTRATE THE CAPACITY
TO EVALUATE THE RISKS AND MERITS OF SUCH INVESTMENT.

THE COMPLETE TERMS OF INVESTMENT FOR THE FUND, INCLUDING THE INVESTMENT PROGRAM, FEES AND CHARGES, TAX CONSEQUENCES, RISK FACTORS, CONFLICTS OF INTEREST AND LIQUIDITY ARE SET
FORTH IN EACH FUND’S OFFERING MEMORANDUM. IN THE EVENT OF ANY CONFLICT OR INCONSISTENCY BETWEEN THE INFORMATION SET FORTH HEREIN AND IN THE OFFERING MEMORANDUM, THE
OFFERING MEMORANDUM SHALL SUPERSEDE.

THIS PRESENTATION IS PRODUCED SOLELY FOR THE SPECIFIED RECIPIENT AND ITS INTERNAL USE. THIS PRESENTATION MAY NOT BE TRANSMITTED, REPRODUCED OR MADE AVAILABLE TO ANY OTHER PERSON.
THE INFORMATION CONTAINED HEREIN IS PROPRIETARY AND CONFIDENTIAL TO LYGH AND MAY NOT BE DISCLOSED TO THIRD PARTIES OR DUPLICATED OR USED FOR ANY PURPOSE OTHER THAN THE
PURPOSE FOR WHICH IT HAS BEEN PROVIDED. ANY UNAUTHORISED USE, DUPLICATION OR DISCLOSURE OF THIS PRESENTATION IS PROHIBITED BY LAW.

LYGH HAS NOTIFIED UK FINANCIAL CONDUCT AUTHORITY IN ORDER TO MARKET THE FUND UNDER THE NATIONAL PRIVATE PLACEMENT REGIME AND HAS SUBMITTED THE RELEVANT NOTIFICATION FORM.
THE NOTIFICATION INCLUDES A DECLARATION FROM LYGH THAT THE MANAGEMENT OF THE FUND COMPLIES WITH THE RELEVANT CONDITIONS IN THE UK ALTERNATIVE INVESTMENT FUND MANAGERS
REGULATIONS 2013.

IN SINGAPORE, THE GH CHINA CENTURY OFFSHORE FEEDER FUND IS A RESTRICTED SCHEME UNDER THE SIXTH SCHEDULE TO THE SECURITIES AND FUTURES (OFFERS OF INVESTMENTS) (COLLECTIVE
INVESTMENT SCHEMES) REGULATIONS OF SINGAPORE. IT IS NOT AUTHORISED OR RECOGNISED BY THE MONETARY AUTHORITY OF SINGAPORE AND ITS SHARES MAY NOT BE OFFERED TO THE RETAIL PUBLIC
IN SINGAPORE. THE OFFER OR INVITATION TO SUBSCRIBE FOR OR PURCHASE SHARES IN THE FUND IS AN EXEMPT OFFER MADE ONLY: (I) TO “INSTITUTIONAL INVESTORS” PURSUANT TO SECTION 304 OF THE
SECURITIES AND FUTURES ACT, CHAPTER 289 OF SINGAPORE (THE “ACT”), (Il) TO “RELEVANT PERSONS” PURSUANT TO SECTION 305(1) OF THE ACT, (Ill) TO PERSONS WHO MEET THE REQUIREMENTS OF AN
OFFER MADE PURSUANT TO SECTION 305(2) OF THE ACT, OR (IV) PURSUANT TO, AND IN ACCORDANCE WITH THE CONDITIONS OF, OTHER APPLICABLE EXEMPTION PROVISIONS OF THE ACT.

IN SWITZERLAND, THE FUND IS CONSIDERED FOREIGN INVESTMENT SCHEMES PURSUANT TO ART. 119 OF THE SWISS FEDERAL COLLECTIVE INVESTMENT SCHEMES ACT (CISA). NO APPLICATION HAS BEEN
SUBMITTED TO THE FEDERAL FINANCIAL MARKET SUPERVISORY AUTHORITY (FINMA) TO OBTAIN APPROVAL WITHIN THE MEANING OF ART. 120 CISA TO OFFER OR DISTRIBUTE THE INVESTMENT IN OR FROM
SWITZERLAND TO “NON-QUALIFIED INVESTORS”, AND NO OTHER STEPS HAVE BEEN TAKEN IN THIS DIRECTION. CONSEQUENTLY, INVESTORS DO NOT BENEFIT FROM THE SPECIFIC INVESTOR PROTECTION
AND/OR FINMA SUPERVISION PURSUANT TO THE CISA AND ITS IMPLEMENTING ORDINANCES. ANY OFFER OR SALE MUST THEREFORE BE IN STRICT COMPLIANCE WITH SWISS LAW, AND IN PARTICULAR WITH
THE PROVISIONS OF THE COLLECTIVE INVESTMENT SCHEMES ACT AND ITS IMPLEMENTING ORDINANCES, AND FINMA CIRCULAR 2013/9 ON DISTRIBUTION OF COLLECTIVE INVESTMENT SCHEMES. NO PERSON
OR ENTITY IS AUTHORIZED TO OFFER OR SELL THE SHARES OR DISTRIBUTE ANY FUND DOCUMENTATION, INCLUDING THE PROSPECTUS, THE ARTICLES OF INCORPORATION AND ANNUAL REPORTS ISSUED BY
THE FUND FROM TIME TO TIME OR PROMOTIONAL MATERIAL PERTAINING TO THE FUND IN OR FROM SWITZERLAND OTHER THAN TO "QUALIFIED INVESTORS", AS DEFINED IN ARTICLE 10 OF THE CISA AND
ARTICLES 6 AND 6A OF THE CISO AND ANY CIRCULARS ISSUED BY FINMA. THE GH CHINA CENTURY OFFSHORE FEEDER FUND HAS APPOINTED AS SWISS REPRESENTATIVE OLIGO SWISS FUND SERVICES SA, AV.
VILLAMONT 17, 1005 LAUSANNE, SWITZERLAND, TEL: +41 21 311 17 77, EMAIL: INFO@OLIGOFUNDS.CH, AND AS PAYING AGENT BANQUE CANTONALE DE GENEVE. ANY FUND DOCUMENTATION MAY BE
OBTAINED FREE OF CHARGE FROM THE SWISS REPRESENTATIVE IN LAUSANNE. IN RESPECT OF THE SHARES DISTRIBUTED IN OR FROM SWITZERLAND, THE PLACE OF PERFORMANCE AND JURISDICTION IS AT
THE REGISTERED OFFICE OF THE SWISS REPRESENTATIVE.

THERE CAN BE NO ASSURANCE THAT THE FUNDS WILL ACHIEVE THE INVESTMENT OBJECTIVE OVER THE LONG TERM, OR AVOID SUBSTANTIAL LOSSES. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF
FUTURE PERFORMANCE.
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Contact Details

LyGH CAPITAL

Singapore:

Shanghai:

Please contact us at

600 North Bridge Road
#15-03 Parkview Square
Singapore 188778

Tel: +65 6293 9198

Unit 2038, 20 Floor
HKRI Centre One

288 Shimen 15t Road
Shanghai

China 200041

Tel: +86 21 8033 7507

investors@lyghcapital.com
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Investing with a view on young global
consumer behaviour

Notz Stucki Investment Conference | Geneva, 25 June 2019



Checklist-based decision making framework to drive consistency and iterative learning

Position Checklist

BU Position Checklist

Booking (BKNG US)

Score

Background

2. Timing

3. Expected Value

4. Classic Position

5. Portfolio Considerations

1. Variant Perception Market Qg)
1.1 Growth 7 .
1.2 ROCE 3 9
1.3 Resilience 6 3
1.4 Democultural 6 3
1.5 Impact 5 5
1.6 Management 7 7

(4
<D

b
(4

Position Score

Calculation of variant perception (i.e. what we believe that is not
priced in) across 6 fundamental categories

Industry growth and TAM; like-for-like and market share
dynamics; expansion potential (organic and inorganic)

Unit economics & margins; cash flows; payback / marginal
return on capex

Visibility on growth; cyclicality / response to external shocks;
source of defensive characteristics

Consumer view / voice of customer / value propositions;
impact of demographics; impact of consumer behaviour

Impact on broad set of stakeholders, incl. natural
environment and society (incl. sources of controversy)

Management quality; governance systems, incentive
structure, and conflicts of interest; management culture

Score on timeliness of the position (incl. view on catalysts,
events, peers, technical)

Probability-weighted outcome distribution, with a focus on
the upside to downside skew ratio

Evidence-based score of credibility in calling this type of
position/industry/company

Pro-forma contribution to risk and portfolio variables (e.g.
correlations)

®



INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR

Checklist-based decision making framework to drive consistency and iterative learning

Position ChecKklist

BU Position ChecKlist Booking (BKNG US) Score
1. Variant Perception Market BU Delta @
1.1 Growth 7 7 -

SRR DEMO-WHAT??
1.3 Resilience 6 8 2//

/
< 1.4 Democultural / 8 2

1.5 Impact 5 5 -
1.6 Management 7 7 -
2. Timing

3. Expected Value

5. Portfolio Considerations

@
7
4. Classic Position @
(e
5

Position Score
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INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR

Markus Bihler




INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR

Investing in demographics

predictable

low beta

low correlations

bond-like

non-cyclical

long-term growth

defensive




INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR

Overview of Generations

Baby Generation Millennials
Boomers X (GenY)
Average age 63 45 29
. 1946 — 1964 1965 — 1980 1981 — 1997
Birth date / Age (52-71y) (36-52y) (19-36y)

Global population / %

1.1bn / 15% 1.5bn / 20% 2.0bn / 28%

Centennials
(Gen Z)

11

1998 — 2015
(2-19y)

2.4bn [ 32%

Key life events

Communication

Digital proficiency

Decepest fear

Cold War End of Cold War .9/1 L .
social media
"Telephone, Email on laptop / BB,E Instant message on
Email on Computer SMS smartphone

Digital immigrants Early adopters Digital natives

No longer centre of
attention

What about my
generation? debt

Paying off student

Artificial intelligence

Emojis, Memes on
Snap & Instagram

Digital naturals

Slow wi-fi & Low
batteries

®



INCOITIC

15% M
p.a.




INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR




- -
h q‘\w\ ™ . 5
L > 8. 8D ‘
e 8 4 ¥ S
-y g %!“ - ‘.g",'.’ Vo B -
. ¢ 7{ M‘ M e,
i ey TN v
/K Yy By ¢

S S




INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR

/ |
I
LUR S

J 1 I AR AR T -\"i'rf —

MTTERE N \\\\\‘2

'QQQQQQQQQ@QQ
jQQQQQQQQQQQQl
oo e X Fe T g e Yo Yo JC

4_
‘




INVESTING WITH A VIEW ON YOUNG GLOBAL CONSUMER BEHAVIOUR

Mispricing of young consumer spend creates investment opportunity

PEG® 2.1x

1.0x

*millennials* Aging population®
P/E: 20x P/E: 17x
Growth: 20% Growth: 8%

®

(1) PEG ratio divides the pricelearnings multiple (2019E) by the 2018-2020E annualized percentage growth in earnings per share; broker consensus (Bloomberg).
(2) Aging popularion basket includes 15 developed market stocks (Carmival, Royal Caribbean Cruises, Ameriprise Financial, Allergan, Vail Resorts, Ventas, Lowes, Home Depot, Pfizer,
El Lilly, Kimberly Clark, The Ensign Group, All Stare, Chubb Limited, Hartford Financial Services).
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Global mid-cap consumer focus — portfolio biased towards growth, quality and cash flow

High conviction

Concentrated®

top 10
positions

Mid cap focus

$2-20bn

sweet spot
market cap®

Mature companies

34 15

years average
age of
companies

years average
since IPO

-+

GARP
(growth at reasonable price)

Growth®®
BU 18%
S&P 500 8%
Quality
100% 25% 30%
of NAV EBITDA return on
profitable margin capital
(net income) employed®
Valuation®
17x  19x 1.3x
EV/EBIT® P/E™ PEG

-+

Focus on developed markets
and consumer discretionary

Regions®

Asia/Pacific

EMEA

Americas

Sectors®

consumer
technology 20%

consumer
519 - -
% discretionary

consumer
staples

(1) Percent of NAV in long book (2) $1.5bn minimum market cap. (3) 2018-20E broker consensus growth in earnings per share (Bloomberg). SEP500 growth rate estimate as per Bloomberg(4) long positions
@ only. (5) EBITDA/gross capital employed. (6) 2019E broker consensus. (7) 2019E broker consensus. (8) split of gross exposure by BU sector and BU key regions (sales) 11
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Differentiation: (i) security selection, (ii) earnings view, (iii) portfolio construction

Security selection Fundamental earnings view Portfolio construction

Name overlap of BU long/short 2019E EPS growth (consensus) Risk atribution™
porifolio (% NAV)D
18%

market risk

2%
5% 5% 12% 7% .

GS VIP RXI® ML Least ML Most . .
Index Shorted®  Shorted® BU long BU short idiosyncratic
risk
Correlarions of BU long/short portfolio 2019E EPS consensus change )
vs. selected indices (YTD) since 1 Fanuary 2019(® Market 20%
Y Country 3%
6% >
Y Style 3%
o Y Industry 1%
S&P 500 ACWI RXI GS VIP
0 O 7
> momentum, value, dividend,
(9 %) growth leverage size

BU long BU short

(1) BU Long portfolio vs. GS VIP Index | RXI | ML Least Shorted and BU Short portfolio vs. ML Most Shorted. (2) iShares Global Consumer Discretionary ETF. (3) Merrill Lynch Least Shorted Consumer Discretionary Index
@ (49 constituents, MLLSCOND Index, proxy for long books of fundamental long/short). (4)Merrill Lynch Most Shorted Consumer Discretionary Index (39 constituents, MLTSCOND Index, proxy for short books of fundamental 12
long/short). (5) NAV-weighted average (Bloomberg). (6) Four months annualized change in consensus EPS expectations. (7) Factor analysis as per MS HedgeBuilder
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Full cream

The'milk that's ALLA2" | 2L
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Contact details and disclaimers

Builders Union LLP
35 Soho Square
London W1D 3QX

buam.com

Markus Bihler
+44 203 958 5606
markus@buam.com

This presentation is for informational purposes only. It does not constitute an offer to sell, or a solicitation of an offer to buy any security or interest including in
any fund to be managed or advised by Builders Union LLP ("BU") and does not constitute an offer or solicitation regarding any investment product or services and neither
this presentation nor anything contained herein shall form the basis of any contract or commitment whatsoever.

This presentation is not directed at or intended for distribution to or use by any person or entity located in any jurisdiction where such distribution, publication, availability or
use would be contrary to applicable law or regulation or which would subject BU to any registration or licensing requirements within such jurisdiction. Confidentiality: The
information contained in this presentation is also confidential. You must not copy this presentation or pass it to anyone else. If you (or the legal person you
represent) did not receive this presentation directly from BU, please return it to BU.

Risk to capital warning: Investor may lose all or a substantial amount of their investment.

Certain of the factual statements made in this presentation are based upon information from various sources believed by BU to be reliable. BU has not independently verified
any of such information and BU makes no representation or warranty, whether express or implied, as to the completeness, reliability or accuracy, nor can it accept
responsibility for any errors appearing in the presentation. BU assumes no obligation and makes no undertaking to update or revise this presentation or anything contained
herein.

BU will not act for you (or any other investor) and will not be responsible to you for providing protections afforded to the clients of BU’s investment services. Without prejudice
to the generality of the foregoing, BU does not provide any investment service to you (including, without limitation, the provision of investment advice, or the reception and
transmission of orders). This document is not, and must not be treated as, investment advice, investment recommendations, or investment research. Recipients of this document
must not take (or refrain from taking) any investment decision on the basis of the information set out in this presentation. BU accepts no duty of care to you in relation to
investments. This presentation has been prepared for the purpose of informational and discussion purposes only, without taking into account the particular investment
objectives, financial situations, or needs of particular persons. This presentation is not, and may not be relied on in any manner as accounting, legal, tax, investment,
regulatory or other advice and this presentation does not constitute any recommendation regarding any investment products or services.

Certain information contained in this presentation constitutes "forward-looking statements", which can be identified by the use of forward-looking terminology such as "may",
"will", “should", “expect", "anticipate", "project", "estimate", "intend", "comtinue", or "believe" or the negatives thereof or other variations thereon or other comparable
terminology. Due to the various risks and uncertainties, actual events or results or actual performance may differ materially from those reflected or contemplated in such
forward-looking statements. BU makes no representation or warranty, whether express or implied, as to future performance or such forward-looking statements. Past
performance cannot be relied on as a guide to future performance.

Notice for persons in the United Kingdom: This presentation may be issued in the United Kingdom by BU, which is authorized and regulated by the Financial Conduct
Authoriry (FRN: 802199), only to persons to it may lawfully be issued or directed under the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
including persons who are authorized under the Financial Services and Markets Act 2000 (“FSMA?™), certain persons having professional experience in matters relating to
investments, high net worth companies, high net worth unincorporated associations or partnerships, or trustees of high value trusts or persons who qualify as certified
sophisticated investors. This presentation may be distributed only to such persons in the United Kingdom and must not be relied or acted upon by any other persons in the
United Kingdom. In order to qualify as a certified sophisticated investor a person must: (a) have a certificate in writing or other legible form signed by an authorised person to
the effect that he is sufficiently knowledgeable to understand the risks associated with a particular type of investment; and (b) have signed, within the last 12 months, a
statement in a prescribed form declaring, amongst other things, that he qualifies as a sophisticated tnvestor in relation to such investments.

This presentation is exempt from the general restriction in Section 21 of FSMA on the communication of invitations or inducements to engage in investment activity on the
grounds that it is being issued to andlor directed at only the types of person referred to above. The content of this presentation has not been approved by an authorised person
and such approval is, save where this document is directed at or issued to the types of person referred to above, required by Section 21 of FSMA.
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NOTZ STUCKI & CIE SA DISCLAIMER

98, rue Saint Jean
p Past performance is not indicative of future results. The views, strategies and financial instruments described

1201 Geneva in this document may not be suitable for all investors. Opinions expressed are current opinions as of the
Switzerland date(s) appearing in this material only.
T +41 (0)22 906 52 50 References to market or composite indices, benchmarks or other measures of relative market performance
+ over a specified period of time are provided for your information only. Notz Stucki provides no warranty and
F+41 (0)22 738 72 87 makes no representation of any kind whatsoever regarding the accuracy and completeness of any data,
qeneva@notzstuckl.com including financial market data, quotes, research notes or other financial instruments referred to in this
document.

This document does not constitute an offer or solicitation to any person in any jurisdiction in which such offer
N OTZ STU C KI E U RO P E S A or solicitation is not authorized or to any person to whom it would be unlawful to make such offer or
solicitation. Any reference in this document to specific securities and issuers are for illustrative purposes only,
and should not be interpreted as recommendations to purchase or sell those securities. References in this
document to investment funds that have not been registered with the Finma cannot be distributed in or from

11 , boulevard de la Foire Switzerland except to certain categories of eligible investors. Some of the entities of the Notz Stucki group or
1528 Luxembourg its clients may hold a position in the financial instruments of any issuer discussed herein, or act as advisor to
Luxembou g any such issuer.

T +352 (26) 27 11 1 Additional information is available on request.

F +352 (26) 27 11 69 © Notz Stucki Group

luxembourg@notzstucki.com
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