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Introduction

2021 has been a roller coaster for markets with money
flow aggressively rotating between different theme ideas.

The first half of the year saw a commodity boom,
as government stimulus hit its mark and economies
emerged from lockdowns with high vaccination rates.

Towards the middle of the year inflation concerns arose
despite reassurance from central bankers that it was
‘transitory’. The ‘peak growth’ narrative then emerged as
China began to taper and cut output.

The last few months have been dominated by inflation
fears, and the new COVID-19 strain, Omicron.

In this document we review the themes we identified at
the start of the year and assess how they played out.

To view the investment themes from last year, please
click the button below.



https://www.framefunds.com.au/download/9397/

Theme 1

Reflate the Economy

The global reflation trade certainly played out over 2021.
Central banks around the world continued to provide
record low interest rates and monetary support to
markets in the form of quantitative easing.

In the United States, the Federal Reserve’s balance sheet
swelled from $7.36 trillion to $8.66 trillion at the time of
writing.

Government fiscal policy also continued to be
expansionary, with approximately $1.2 trillion passed for
infrastructure and $1.9 trillion passed for COVID relief in
2021 alone.

As we expected, the net result of these policy decisions
has been a standout year for equity markets — the MSCI
ACWI Index has risen approximately 15.47% year to
date. Crude oil and copper have also been winners, rising
49% and 23% respectively, despite some volatility in the
second half of the year.

’, The majority of the reflation trade played out
in the first half of the year before 'peak growth'
and "inflation’ concerns took over. That being
said it was definitely a winner for 2021
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Theme 2 4

Battery Metal & Rare Earth Producers

Electric Vehicle Mass Adoption 250%
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Widespread adoption of electric vehicles continued

in 2021. Sales data showed further significant growth
across the globe during the year.
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Sales in the first half of 2021 increased by 160% from
a year earlier, now making up 26% of new vehicle sales

in the global market. Battery metal companies have o {.‘\ N4

continued to perform strongly throughout the year, aided oo I %’

and abetted by increasing raw material prices. The

lithium carbonate price is up more than 370% in 2021, 00

with supply shortages only expected to worsen in 2022. fan  Feb  MarApr May dun ol Aug o Sep Oct o Nov
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Many of the companies we noted in our 2021 Theme
note have more than doubled their valuations year to
date — Pilbara Minerals (ASX: PLS) is up more than 200%
at the time of writing, with Lynas Rare Earths (ASX: LYC)
and Allkem (ASX: AKE) both rising more than 100%. Syrah
Resources (ASX: SYR) has been the laggard with ‘only’ a

30% gain for the year.

’, Despite significant valuation increases for
companies involved, we believe this theme is
still in its early stages and will continue to play
out over the decade.




Theme 3

Inescapable Technology

This theme struggled in Australia for the most part.

Most of the global tech strength seemed to be isolated in
the US market with mega cap tech stocks like Apple (NQ:
AAPL), Microsoft (NQ: MSFT) and Alphabet (NQ: GOOG)
advancing 32.44%, 52.59% and 67.48% respectively.

We saw Afterpay (ASX: APT) get acquired by Block
(NYSE: SQ) in a $29 billion USD deal, however their share
price is still down for the year. Online retailers like Kogan.
com (ASX: KGN) and Redbubble (ASX: RBL) have also
struggled as the economy reopened and people could
once again shop in person.

Despite continuing to grow and acquire new businesses,
cyber security companies like Tesserent (ASX: TNT)
and Family Zone (ASX: FZO) have failed to continue the
upwards trends in their share prices.

,, Smaller tech companies were hampered this
year by fears of higher financing costs on
the horizon. Despite some poor performance,
high quality names and innovative ideas
remain attractive investments in 2022.

Inescapable Technology
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Tactical Theme 1 6

Inflation Spike

Inflation Spike
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At the end of 2020 we noted that due to the extraordinary stimulus
injected into economies, a spike in inflation was a real possibility.
Over the course of 2021 we saw demand increase as consumers
emerged from lockdowns with additional cash in their pockets. As
supply chains continued to suffer from congestion and demand 3%
outstripped supply, we have seen inflation rise to levels not seen

in decades. 2%
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The December US CPI reading came in at a hot 6.8% with core CPI 1%

at 4.9%, levels not seen for nearly four decades.
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Tactical Theme 2 e

AdvisorShares Pure Cannabis ETF

Legalisation of Cannabis

60%

Further progress on cannabis legalisation has failed to materialise

this year. As we noted in our June article ‘The cannabis theme, 40%
currently up in smoke’, many companies in the space had become
vastly overvalued for their fundamentals. We have also not seen
any substantial legislative progress towards the mainstreaming of
cannabis.
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In order to re-engage with this theme we would like to see national-
level legalisation in major markets (like the United States and
Europe), as well as mergers and acquisitions that create more
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Tactical Theme 3

Continuous Bitcoin Future Contract

Blockchain/Cryptocurrency Adoption $70.000

2021 has seen continued normalisation of the $60,000
cryptocurrency and blockchain space.

$50,000

Ethereum joined Bitcoin in having a standardised futures
contract on the CME. Central banks stepped up their
pursuit of digital currencies — China has already rolled out £40,000
an e-renminbi (a digital version of the renminbi that can

be accessed without internet, credit or bank accounts).

$30,000
The US is conducting a review into the possibility of an
e-dollar, while Australia, Malaysia, Singapore and South 420,000
Africa are looking to implement a cross border central " Jan Feb  Mar  Apr May hn o g Sep Oat Nov
bank digital currency exchange program. Some countries Source: Refinv DatastreamFrame Funds
like El Salvador have gone even further, making Bitcoin Blockchain.com Wallets
legal tender.

We expect this digital trend to continue as countries will
have to keep up with the times or risk being left behind.

«r Blockchain




Disclaimer

This information is prepared by Frame Funds Management Pty Ltd (ABN 51 608 862 442, CAR No. 123 9068) (Frame Funds, we or us) for general information purposes and must
not be construed as investment advice. These materials are not to be distributed and must not be copied, reproduced, published, disclosed or passed to any other person at any
time without the prior written consent of Frame Funds. Primary Securities Ltd (ABN 089 812 635, AFSL No. 224 107) (Primary) is the Trustee of, and issuer of units in the Frame
Long Short Australian Equity Fund & the Frame Futures Fund (Funds) and is the Responsible Manager and issuer of units in the Primary Investment Board - Class V - Frame Long
Short Australian Equity Fund.

This material does not constitute an offer or inducement to engage in an investment activity nor does it form part of any offer or invitation to purchase, sell or subscribe for in
interests in any type of investment product or service. This material does not take into account your investment objectives, financial situation or particular needs. You should read
and consider any relevant offer documentation applicable to any investment product or service and consider obtaining professional investment advice tailored to your specific
circumstances before making any investment decision. Any trademarks, logos, and service marks contained herein may be the registered and unregistered trademarks of their
respective owners. Nothing contained herein should be construed as granting by implication, or otherwise, any licence or right to use any trademark displayed without the written
permission of the owner. Statements contained in this material that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of
Frame Funds. Such statements involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon. Additionally, this material may
contain “forward-looking statements”. Actual events or results or the actual performance of a Frame Funds financial product or service may differ materially from those reflected
or contemplated in such forward-looking statements. Certain economic, market or company information contained herein has been obtained from published sources prepared
by third parties. While such sources are believed to be reliable, neither Frame Funds or any of its respective officers or employees assumes any responsibility for the accuracy or
completeness of such information.

No person, including Frame Funds, has any responsibility to update any of the information provided in this material. The information in this document is current as at the date
specified and is subject to change.
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