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A Trillion Here, a Trillion There ... And Hedge Funds Quietly Blowing Up in Between!

Fadi Nasser - Deputy Chief Investment & Treasury Officer

Last Wednesday, US President Biden unveiled a US$ 2.00-2.25 trillion jobs, infrastructure and green energy proposal to
reshape the US economy. Under what the new administration calls the American Jobs Plan, the White House aims to
tackle some of the nation’s most pressing problems - from climate change to decaying water systems and the nation’s
crumbling infrastructure. And yet, the announcement was immediately met with a chorus of opposition from Republican
lawmakers who criticized it as a partisan wish-list, liberals who challenged it as not sufficient to combat global warming
and business groups who rejected its proposed tax hikes.

In his late afternoon speech at the United Brotherhood of Carpenters and Joiners of America on that day, Biden pitched
his plan as a transformative effort to overhaul the nation’s economy. He called it the most significant federal jobs
investment since World War I, saying it would put hundreds of thousands of electricians and laborers to work laying miles
of electrical grid and cap hundreds of oil wells. Additionally, the plan’s research funding would make America the global
leader in emerging sectors such as battery technology, biotechnology and clean energy. “This is not a plan that tinkers
around the edges. It is a once-in-a-generation investment in America, unlike anything we have done since we built the
interstate Highway and the Space Race in the 1950s and ‘60s”, Biden noted.

The White House had earlier indicated that the proposal would pay for itself with a slew of tax hikes over 15 years because
many of those would remain even as the spending proposals only last for eight years. Biden said the plan would reduce
the federal debt “over the long haul.” (more likely over an “extremely” long haul @)). Legislation in Washington is typically
evaluated on a 10-year budget window, and it is unclear precisely what the plan would cost over a decade. In terms of
taxes, Biden’s plan includes raising the corporate tax rate from 21% to 28%; increasing the global minimum tax paid from
about 13% to 21%; ending federal tax breaks for fossil fuel companies; and ramping up tax enforcement against
corporations, among other measures. The White House is also proposing as much as $400 billion in clean energy credits.

Surreal How Times Have Changed!

Back in 2009, a new Democratic administration facing down a massive economic crisis pushed an $800 billion stimulus
package. A bloc of centrist Democrats balked at the price tag, whilst Republicans were thrown into a frenzy warning about
the impact to the federal deficit (to put things in perspective, 2009 Federal Deficit stood at $1.4 trillion, Federal Debt at
$11.9 trillion, Deficit to GDP at 9.8% and Debt to GDP at 82%. Those same numbers are projected to reach $3.6 trillion,
$30.0 trillion, 15% and 109% respectively in 2021!) A little more than a decade later, another new Democratic
administration takes office facing a different, milder economic crisis (though still with devastating effects for small and
medium size businesses). This time, it proposes an additional $1.9 trillion stimulus package and secures its swift passage
in Congress, even though the federal deficit last year was $3.1 trillion — much larger than during the last crisis. Centrist
Demaocrats unify behind passing the measure, and the GOP rejects it but in a more muted fashion.

The disparity between the reception to President Barack Obama’s 2009 stimulus plan and President Biden'’s is the result
of several seismic shifts in American politics, the most dramatic of which may be the apparent impact of the pandemic on
attitudes about the role of government in helping the economy. A growing number of Americans, including politicians, are
now open to government providing regular aid to those in need - with little fears about spending too much. “It’s been a
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major shift. People have gone from being anti-government, to beyond being even neutral on it, to thinking: We need the
government; it has to help us,” said former congressman Barney Frank (D-Mass.), who helped craft Congress’ response
to the last financial crisis and Great Recession (It's called The Great Reset, Barney! You’ll own nothing but still be happy!
Klaus Schwab from the World Economic Forum is the right person to speak to @)

Speaking of drastic disparities in past two decades, some things never seem to change! Everything old is new again on
Wall Street — including a volcanic market crack-up involving a heavily indebted, high-flying hedge fund that is able to
operate with enough anonymity and impunity that nobody seems to be aware of how bad it might get until the eruption
occurs.

Today it is Archegos Capital (a hedge fund that Bill Hwang ran out of his family office) which was forced to liquidate more
than $ 20 billion worth of stocks last Friday (and possibly early Monday) because it had essentially loaded on more debt
than it could handle. When markets moved against his bets on a cluster of Chinese equities and shares in at least two
US companies, Viacom CBS Inc. and Discovery Inc., the bottom fell out. Back in 1998, it was Long-Term Capital
Management (LTCM), a hedge fund run by legendary trader John Meriwether and a band of former Salomon Brothers
bond traders, which was also forced to liquidate — after receiving a cash infusion of $3.6 billion in a rescue orchestrated
by federal regulators - because it had essentially gorged on more debt than it could handle; When Russia defaulted on its
sovereign debt and markets moved against LTCM'’s bets on interest rate spreads, the bottom fell out.

Whilst complexities always reside in the details of how and when various meltdowns eventually occur, the animating force
behind a lot of them isn’t rocket science; It is simply greed colliding with overconfidence and an undisciplined — sometimes
juvenile — approach to debt/margin calls management. The one thing, perhaps, that makes this week’s moment different
from 1998 is the fact that Archegos’ meltdown — like many other Wall Street failures in past year — doesn’t appear to have
posed a systemic risk (even though Nomura Holdings Inc. and Credit Suisse Group AG said they face potentially
“significant” losses as they tally their exposures to the massive unwinding of leverage equity bets). In contrast, LTCM -
which had real geniuses on its payroll (two economists, Nobel Prize winners, worked for the firm!) - had an enormously
leveraged gamble with various forms of arbitrage involving more than $1 trillion in market positions. Their unwinding would
have had significant international monetary implications, potentially jeopardizing the financial system itself (clearly
explaining why the Federal Reserve Bank of New York, fearing a panic by banks and investors worldwide, eventually
stepped in and organized a bailout with the various major banks at risk).

In other news, OPEC+ expressed growing confidence in the global economic recovery by agreeing to increase oil
production gradually in the coming months. Before yesterday’s monthly meeting, the cartel had been widely expected to
maintain its cautious stance by rolling over the current supply cuts, just as it did last month. Yet, the Organization of
petroleum Exporting Countries and its allies showed they are more convinced now that fuel demand is on a firmer footing,
opting to add more than 2 million barrels a day to world oil supplies from May to July (Saudi will roll back its voluntary
extra 1 million barrel-a-day cut, while the 23-nation coalition boosts supply by 1.15 million during the same 3-month
period). That will restore about a quarter of the crude they are still withholding after deep cuts made a year ago in response
to the pandemic. Saudi Energy Minister Abdulaziz bin Salman al-Saud said OPEC+ was now “testing” the market and
has the opportunity to reverse course - if necessary - at its next meeting on April 28™. Qil prices settled up more than $2
yesterday (last at $64.86 for Brent oil) despite the latest production ease. “Ironically, the market has bought the OPEC+
story that demand will increase and the barrels will be needed, despite multiple calls by OPEC for caution in the days
leading up to the meeting,” said Bob Yawger, director of energy futures at Mizuho (with 1- Iran and China recently signing
a huge economic and security partnership, 2- Iran nuclear deal participants meeting in Vienna next week, 3- New
lockdown measures coming into place across Europe and 4- US oil rigs operating in the US rising by 13 this week
according to Baker Hughes, there is a high risk that markets witness a large sell-off in oil prices over the coming month!)
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Disclaimer

It is important that you only use this report if you are the intended recipient of this report and you have satisfied yourself that
you are eligible to receive such information. This report is provided to you because you are one of our esteemed customers and have
previously shown interest in receiving the type of information contained in this report.

The Treasury and Investment Management department of Gulf International Bank B.S.C. ("GIB") have compiled the information in this
report. GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a conventional
wholesale bank. GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain.

This report is intended for the accredited investors, as defined in the Investment Business Code of Conduct published by the CBB. This
information has not been reviewed by the CBB or any other regulatory authority in any Jjurisdiction and neither CBB nor any other
regulatory takes any responsibility for the correctness or accuracy for the information contained in this report.

The information contained herein is not directed at or intended for use by any person resident or located in any jurisdiction where
(1) the distribution of such information is contrary to the laws of such jurisdiction or (2) such distribution is prohibited without
obtaining the necessary licenses or authorizations by the relevant branch, subsidiary or affiliate office of GIB and such licenses or
authorizations have not been obtained. The recipient of such information is responsible for ensuring that this information has not
been received by it in breach of laws and regulations of any jurisdiction.

This report contains publicly available information only, which has only been complied by GIB. The information provided herein is on
"as is" and "as available" basis and without representation or warranty of any kind. GIB hereby disclaims any representation or
warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or
non-infringement of any of such information. 1In no event shall GIB or its subsidiaries, affiliates, shareholders or their directors,
officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives") be liable (1) for any
inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or (2) for any
direct, indirect, incidental, special, compensatory or consequential damages arising from any use of information or arising from any
error (negligent or otherwise) or other circumstance or contingency within or outside the control of GIB or any GIB Representative,
in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating, publishing or delivering
any such information. The information here is, and must be construed solely as, compilation of information (unless expressly stated
otherwise) and not statements of fact as to credit worthiness or recommendations or opinions of GIB.

This report does not provide individually tailored investment advice. Any materials contained herein have no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient. The document is provided for information
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. GIB
makes every effort to use reliable, comprehensive information, but we do not represent that it is accurate or complete. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
materials, nor are they a complete statement of the securities, markets or developments referred to herein. Recipients should not
regard the materials as a substitute for the exercise of their own judgement. Any opinions are subject to change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of GIB as a result of using different assumptions
and criteria. GIB is not under any obligation to update or keep current the information contained herein.

The value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities
prices or market indexes, operational or financial conditions of companies or other factors. Past performance is not necessarily a
guide to future performance. Estimates of future performance are based on assumptions that may not be realised.

The information contained in this report is just for informational purposes. Information does not constitute a solicitation, an offer,
or a recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of any kind
whatsoever. GIB does not intend to provide investment, legal or tax advice through this report and does not represent that any
securities or services discussed are suitable for any investor. When making a decision about your investments and business, you should
seek the advice of professional advisors.

The report may contain statements that constitute "forward looking statements". While these forward looking statements may represent
GIB’s judgment and future expectations, a number of risks, uncertainties and other important factors could cause actual developments
and results to differ materially from GIB’s expectations. GIB is under no obligation to (and expressly disclaims any such obligation
to) update or alter its forward-looking statements whether as a result of new information, future events, or otherwise. The historical

information is provided for information purposes only. Performance figures are calculated before tax (if any) and after deducting
ongoing fees and expenses. The performance figures are historical and past performance is not necessarily an indication of future
results. Certain amounts (including %ages) included in this document may have been subject to rounding adjustments. Accordingly,

figures may not be an exact arithmetic aggregation of the figures to which they relate. The values and forecasts shown represent our
current indicative valuations and forecasts of the relevant transactions, currencies, interest rates, commodities or securities as at
the date shown. Any value or forecast shown herein is not an indicative price quotation. We expressly disclaim any responsibility for
the accuracy of the values or forecasts shown, any errors or omissions in the report

With the exception of information regarding GIB and save as otherwise specifically indicated, the information set out in this report
is based on public information. We have, where possible, indicated the primary source of information. We strongly recommend the
recipients consult the primary source of information. Facts and views in this report have not been reviewed by, and may not reflect
information known to, professionals in other GIB business areas.

This Report, and the information contained herein (save to the extent that such information is publicly available) is confidential and
may not be disclosed by you to any other person outside of your organization without our consent.

GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or
other right) in all information and content (including all text, data, graphics and logos) in this document. All recipients must not,
without limitation, modify, copy, transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative works
from, transfer or otherwise use in any other way for commercial or public purposes in whole or in part any information, text, graphics,
images from this document (excluding publicly available information) without the prior written permission of GIB.



