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The headlines in the banking sector continue to stoke the fears of investors but beneath the headlines
stabilizing forces are at work. Just one week after US officials backstopped Silicon Valley Bank depositors
and helped orchestrate a deal to bailout First Republic, Swiss authorities engineered a deal to save
struggling Credit Suisse. Looking at each of these situations we can see the causes are unique to the
individual banks not the cause of a systemic banking problem.

Silicon Valley Bank, as | have mentioned in other notes, mismanaged their duration risk. The bank which
focused on the fast-growing technology sector, particularly start-up companies, grew very quickly in a
low interest rate environment. When rates rose and business slowed, the bank could not meet its short-
term obligation because it owned long term government bonds. Investors fear led to a run on the bank
and eventually SVB was forced to close with the Treasury department lifting the cap on government
insured deposits and backing depositors.

Signature Bank of NY made a large bet on crypto currencies. The bank was accepting crypto from
depositors and as rates rose, crypto came under pressure and like SVB experienced a run-on deposits.

Like the previous two mentioned bank failures. First Republic had some issues in meeting its day-to-day
operations and was bailed out by an injection of $30 billion from some of the largest banks in America.

Turning our attention to Credit Suisse, we see an iconic financial institution that had been badly
mismanaged for years, and its measly sale price reflects its fall from grace. Valued at $8.5 billion at
market close on Friday, Credit Suisse sold for significantly less than half that. Once considered one of the
greatest banks in the world, the Swiss authorities had to offer UBS $108.8 billion in liquidity to take over
the bank. Again, it was mismanagement that led to a run-on deposits that forced the Swiss government
to act.
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Global stock markets, particularly the banking sector, have come under pressure as this current crisis
plays out. However, this is not 2008 or even the tech bubble in 2000. The banking system is not overly
leveraged with loans against overpriced assets but rather a few banks made poor bets that should not
have been made and went against them. In addition, governments have acted quickly to isolate the bad
banks. SVB has failed and we may see a few more midsized banks close their doors, creating a crisis of

confidence, not a system wide failure. We have stated and continue to believe volatility in equities will
remain elevated in the short term. As Warren Buffett said, the time to buy equities is when everyone is
afraid.

The Federal Reserve meets this week, and the street is expecting a 25- basis point rate hike, down from
a 50-basis point hike priced in a few weeks ago. Whether the Fed pauses its rate hiking policy or just
slows its pace of hikes, the uncertainty of the FOMC move will be removed from the market, giving
investors more time to let the dust of the current banking situation settle. As a reminder, the only fund
we have with direct exposure to the financial sector is Low Volatility and that fund holds the largest
names in the sector, likely beneficiaries of the move to safety. In addition, it appears large cap tech
because of their strong balance sheets is being viewed as a haven for assets. Also benefitting from the
current move away from financials.

Below are some links to articles addressing the current situation.

Silicon Valley Bank: Here's what happened to cause it to collapse - MarketWatch

Private-Equity firms Will Bid on SVB's Assets | Barron's (barrons.com)

First Republic Bank bonds, stock rally as big banks announce $30 billion pledge - MarketWatch

UBS is buying Credit Suisse in bid to halt banking crisis | CNN Business

What’s next for stock market as Fed weighs bank chaos vs. inflation fight - MarketWatch
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https://www.marketwatch.com/story/silicon-valley-bank-heres-what-happened-to-cause-it-to-collapse-e31eaf06?mod=home-page
https://www.barrons.com/articles/private-equity-firms-svbs-assets-aa43eb4?mod=hp_LEAD_2_B_2
https://www.marketwatch.com/story/first-republic-bank-bonds-rally-as-big-banks-reportedly-draw-up-rescue-funding-plan-5d0f5418?mod=home-page
https://www.cnn.com/2023/03/19/business/credit-suisse-ubs-rescue/index.html
https://www.marketwatch.com/story/whats-at-stake-for-stocks-bonds-as-federal-reserves-weighs-bank-chaos-vs-inflation-fight-c54c06ca?mod=home-page
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Disclaimer

Note: Disclaimer: This document is intended for and directed at investment professionals and not intended for retail customers. Persons
who do not have professional experience in matters relating to investment should not rely on this document.

AQA UCITS Fund SICAV pilc is licensed in Malta by the Malta Financial Services Authority as an undertaking for collective investment in
transferable securities (UCITS).

This document is issued by Castlestone Management LLC (“We”). The information contained in this document is not directed at, nor is it
intended for distribution to, or use by, persons in any jurisdiction in which the investment products are not authorized for distribution or in
which the dissemination of information regarding the investment products is not permitted. This document is not offering to sell any product.
Any investment in the Fund is required to be undertaken in line with the Offering Supplement of the Fund. Copies of the Offering Supplement
audited annual financial statements and half-yearly reports and the key investor information documents (in English Language) are available free
of charge upon request. We will not be liable for any use you make of any information in this document. We are not your advisor or fiduciary.
We are not recommending or making any representations as to suitability of any product or the tax, legal or accounting treatment of any
product. We are not responsible for information stated to be obtained or derived from third party sources. All opinions are given as of the date
hereof and are subject to change. We are not obliged to inform you of any such changes. Any projections and opinions expressed herein are
expressed solely as general market commentary and do not constitute investment advice or guaranteed return. They represent the views of
Castlestone Management LLC at the time of publication and are subject to change without notice. Any simulated performance data and/or past
performance data contained herein is not a reliable indicator or guarantee of future performance. An investment in the Fund may include a
commission or sales fee which is charged at the time of the initial purchase of the investment and may be deducted from the invested amount
therefore lowering the size of your investment. A redemption / contingent deferred sales charge may be charged at the time you redeem your
investor, and such charge may have an impact on the amount of money you receive back upon your redemption. Income from investments may
fluctuate and investors may not recoup the amount originally invested. An investment in the Fund may be effected by changes in currency
exchange rates. If you redeem your investment before 6 years, you may be at higher risk of losing some, or all of, the money you invest. Any
forward-looking statements concerning the financial condition, results of operations and businesses of Castlestone Management LLC expressed
or implied, are based on management's current expectations and assumptions, which may change without notice, and are no guarantee of
future results, performance or events.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an
investor’s individual circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should
exercise prudence and their own judgement in making their investment decisions. Investors and prospective investors should make reference
to the risk warnings set out in the Offering Supplement of the Fund. This document is confidential. No part of it may be reproduced, distributed
or transmitted without Castlestone Management LLC’s written permission. Neither this document nor any copy of it may be distributed, directly
or indirectly, in the United States of America or its territories or possessions (the “United States” or to any US Person as defined in Regulations
under the United States Securities Act of 1933 (as amended)). Any failure to comply with these restrictions may constitute a violation of United
States securities law. This is not exhaustive; other regional-specific wording may apply. If in doubt, please consult with Castlestone
Management LLC's Compliance department. Castlestone Management LLC is a registered investment adviser in the state of New Jersey. Being
registered does not imply a certain level of skill or training. Investment in any Fund involves significant risks. A prospective or continuing
investor should not invest in any Fund unless satisfied that it and/or its investment representative or professional adviser has/have asked for
and received all information which would enable it or both of them to evaluate the risks in terms of an investment or continued investment in
the Fund. The information in this document has not been approved or verified by the United States Securities and Exchange Commission or by
any state securities authority. No invitation to the public in Hong Kong to buy or subscribe for any product is permitted to be made. You should
consult your own attorney, business adviser and tax adviser as to legal, business, tax and related matters concerning any of the contents of this
document.

Additional information about Castlestone Management LLC is available on the United States Securities and Exchange Commission’s website at
https://adviserinfo.sec.gov/firm/summary/170379.

WARNING

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in
relation to the offer. If you are in any doubt about any of the contents of this doc
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