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We live in an unpredictable world

J.P Morgan “...forecasters have been operating in a fog...”

(April 9, 2020)

"...A New, Dysfunctional Era Disrupts Default

MOODY)S Predictions”

(August 14, 2020)

“Finance needs to deal in data points and not
crystal balls....The only thing we can say with

EY certainty is that we cannot predict the single
outcome of any situation...”

(June 18, 2020)
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Backtesting of the 5-year Treasury rate

» Backtesting start date: 31/12/2021
Model calibrated exclusively on data prior to start date

* |In 4Q22 the 5-year Treasury rate reached 4.45%

# This rate was captured at between the 99.5t" and
99.8t percentile in the simulated backtesting cone

= On March 10 (day of the SVB collapse) the rate stood
at 3.96%

#: This rate was captured between the 99t and 99.5t
percentile in the simulated cone

Simulated treasury rate cone: 31/12/2021 - 30/6/2023
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Simulated treasury rate cone (TABLE VIEW)
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Deposits were closely connected to VC and PE performance

AXS Thomson Reuters Venture Capital Return Tracker Fund (LDVAX)

Invesco Global Listed Private Equity ETF (PSP)

I . q 40.00 I PSP 11.200
LDVAX 16.1¢ w
M1 A
‘N ] W oo L‘/h 25.000
q [ E | |
0/ |
I ld WI v I
H A
A | A
i J |
| Il
A ! H 25.00 V“| Y
Al 7 \ P Vq‘\
/" |H ‘ ,i \ 15.000
M./ ! % b' A 2000 ot sy “M\ H ﬂ v\m
A | I / L}
A /P VW] i t .ﬂ““l WV fﬂ \ \w f
N/ \ [l '\|\ /'\ | f v Wy ' \
iy W/ | | 1 . / Wy J"\) ¥
AN W, A \ M/
Nd ! ‘\I /‘ \n /J/ W A8 L -
v / W pDpDDDDDDDDDDDONDDD]
E\MWM'P W\WE/\ g [+ ! ‘\rf"‘ﬁjw |
1 -
4 == f M | l J
- a4 e et il V it Mhlnm..... ...hlhnil i Wlmmnnm..ld bl TYNTIR .,I.m.; bbbkl ﬁ..“ |\ =
0 018 0 018 010 020 0 2022 2023 2007 2008 2000 2010 2011 2 2014 2015 2018 2017 2018 2020 2021 2022 2023
70.0K FRED :#/ — oeposies, Al Commercial Barks
Bitcoin e
60.0K
18,000
50.0K
16,000
40.0K 2
L
o
O 14,000
e 5
5
w 12,000
20.0K E
3
10,000
10.0K
£ 0.06183 0 A
6,000
Jan200B Jan2009  JEn2000  En2011 Jan2M2 Jan203 Jan204 Jan20N5 Jan2006 Bn2017 Jan201B JanZ20N9 JanZI200 Jan 2021
1980 1530 2000 S—
20m 2013 2015 2017 2019 2021 2028 |

Shaded areas indicate U.5. recessions.
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Source: Board of Governors of the Federz| Reserve System (US)

fred.stlouisfed.org
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How to get prepared...

REPORTS

ol PPNR Reversed Scenario Analysis
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Some numbers you may want to consider going forward!

» 5-year Treasury rates simulated as of last quarter

= Simulation start date;: 31/03/2023
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PERCENTILE Spot Quarter 1 Quarter 2 Quarter 3 : Quarter 4 : Quarter 5 Quarter & Quarter 7 Quarter 8
00422 00714 00737 DD?ﬁ?; 00777 00724 00786 00739 00797
9% 00422 00660 00680 UD692§ 00710 00695 00690 00675 00681
93% 00422 00608 00618 D.Oéil)i 00612 00623 0.0806 00601 0.0580
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» |In the next four quarters the simulation cone shows rates:

= ...that can go as high as 7.1-7.8% (99t percentile and above)

= ..and as low as 0.7 - 1.7% (15t percentile and below)
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Cash allocation strategies for t
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Current 458 116 2002 20 19.93 2002 20,014
462 127 19e-119 0.0012 133e6 0222 99.78)

Mo 462 127 1.69e-127 0.0698 0012 02333 99.68)

Mo 462 127 0 0.0002 0.0003 02685 99.73

Mo 462 127 0 538 85406 0.0899 93.53

= As rates are expected to go down, portfolio MTM remains positive

» 6-month and 3-month Treasury is the most efficient cash allocation
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What else is threatening the financial industry now?

Inconsistency between liquidity and capital analysis

e Inability to incorporate unprecedented crisis data into risk modeling
e Fixed A-L levels in ALM interest rate analysis

e Insufficient reverse stress testing

e Lack of proactive and preventive contingency plans

1 Proprietary and confidential Stratery



Replacing prediction with discovery

GENERATE DISCOVER
NE\I/-\VI\IIII\IIEFSIRSI\-I/-I(A)TF%N THOUSANDS OF ALL RISKS &
FUTURES OPPORTUNITIES
A A
« FULL-RANGE N \
SCENARIO
ANALYSIS
SYNTH ETIC @ POTENTIAL CRITICAL LOSSES
« REVERSE
INTEGRATED BIG DATA @ FUTURE KPI PERFORMANCE
STRESS TESTING S
« EARLY WARNING AI ﬁ‘;@‘) HIDDEN OPPORTUNITIES
INDICATORS
(EWIs)
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Application overview

Top-down comprehensive scenario analysis is applied to a broad range of critical analysis

Macroeconomic
& Market Data

Straterj<”

Company-
Specific Data

Credit, Market,
Operational, Funding,
Liquidity risk drivers

13

\ 4

Credit Risk

Market Risk

Liquidity and
Funding Risk

Operational
Risk

Concentration
Risk
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Scenario Modeling and Expansion
Consistent across all Business Lines
Capital and

Liquidity Ratios

Balance-Sheet &
ALM Optimization

‘ Stress Testing
Risk Management, Risk
Appetite & Risk Capacity

Early Warning Signals
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Forward-looking Liquidity and Capital Planning

Early warning signals prepare senior management to resolve balance sheet mismatches before conditions

deteriorate
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v
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APPENDIX

Case Studies
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Combining Liquidity and Capital Stress Testing

An Example of Discovery via Reverse Scenario Analysis

Path + |LCR (Rank) |~ CR (Rank) ! Sum (Rank) =
111 40 1000 1040 3
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a—3- T R
758 53 083 1036 3-Month Treasury Constant Maturity Rate 2.40%
506 147 982 1129 s 5-Y €31 Treasury Constant Maturity Rate
85 229 981 1210 2.20%
500 427 980 1407 10-Year Treasury Constant Maturity Rate
23 171 979 1150 2.00%
667 393 978 1371 e 20-Year Treasury Constant Maturity Rate Q Q Q2 Q3 a4 a5 Q6 Q7 a8 Q9 Q10 Q11 Q12
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840 2 974 976

Stress Testing Integration: How to Combine Capital and Liquidity
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https://www.garp.org/risk-intelligence/market/combine-capital-liquidity-221021
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UK Pension Schemes' Failure

$1.7 T in UK pension funds using LDI investment strategy required government rescue

How Britain's pension scheme hedge became a trillion-pound gamble

UK LDI-related turmoil could spread

Barrie & Hibbert approved by UK regulator for pension funds

As the BoE recently stated, insuring schemes against all
extreme market outcomes might not be a reasonable
expectation but it is important that lessons are learned from

Backtesting 10-year UK Yields

6 these recent events.

4 » The actual historical value for that

3 date was 3.5% which represents 87t
2 percentile of yields distribution.

. » For the past twenty years, risk

managers were expected to be
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prepared to outcomes with such

e Historical 10-year rate === Jpper Boundary of Projections (99th percentile)

Lower Boundary of Projections (1st percentile) p rO ba bl I |t|es .
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https://www.reuters.com/business/finance/how-britains-pension-scheme-hedge-became-trillion-pound-gamble-2022-10-15/
https://www.pionline.com/pension-funds/uks-ldi-related-turmoil-could-spread-experts-say
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwi1qczMnNn7AhWnEVkFHRr5CP0QFnoECAwQAQ&url=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fgovernment%2Fuploads%2Fsystem%2Fuploads%2Fattachment_data%2Ffile%2F595105%2Fsecurity-and-sustainability-in-defined-benefit-pension-schemes-print.pdf&usg=AOvVaw2GsufcxrXx2hLVK8pWxX-g
https://fred.stlouisfed.org/series/IRLTLT01GBM156N
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
https://www.thepensionsregulator.gov.uk/en/document-library/statements/managing-investment-and-liquidity-risk-in-the-current-economic-climate
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Please visit us on www.Straterix.com
or reach out directly via info@Straterix.com
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