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Dear Limited Partner,

After declining sharply for most of 2022, the S&P500 ended last year at 3,840. Wall Street and the
Financial news media were convinced that the US was headed into a recession. There were a long list of
indicators that supported the recession argument ranging from the inverted yield curve, historic lows in
consumer sentiment and the negative performance of the market itself.

The Recession that Forgot to Show Up

Despite the doom & gloom at the beginning of the year, the S&P500 had one of the best starts in its
history. The S&P500 ended H1 2023 at 4,450.4, reflecting a 15.9% YTD increase. In light of the S&P500’s
turnaround, | need to repeat Peter Lynch’s timeless maxim: “The real key to making money in stocks is
not to get scared out of them.”

If you had told me that the 29, 3™ and 4™ largest US banks would fail in the first half of the year, | would
never have guessed that the market would be up in double digits. Furthermore, with the market
currently 20% above the October 2022 market lows, market technicians have confirmed that we’re in a
new bull market. Clearly, bull markets do climb a wall of worry.

In my view, the strength of the equity market is not so surprising given the underlying strength of the US
economy. The unemployment rate hit a 54-year low of (3.4%) in April 2023.
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FRED 2% — Federal Funds Target Range - Upper Limit
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If you had told me at the end of 2022 that the Fed would hike interest rates to 5.2% and that the
unemployment rate would be at its lowest levels in decades, | would’ve had a hearty laugh and possibly
wondered what medicinal herbs you were using.

However, we're currently staring at a 5.2% Fed funds rate and the US economy is possibly powering into
an expansion. Thus, | must once again emphasize a few of our core beliefs as investment managers. The
economy can’t be consistently forecasted and the market can’t be timed. As a result, our best chance of
capturing the fully cycle return of equities is to stay more or less fully invested in a portfolio of high
quality enduringly successful companies.

A Generational Opportunity in the Housing Market?

One of the long-term impacts of the 2008 housing bubble is that the US has been underbuilding homes
for more than a decade. Privately owned housing starts rebounded to a seasonally adjusted annual rate
of 1.63 m in May 2023. However, this is still significantly below the 2.2 m peak achieved in January 2006.
The result is that millennials, who are now reaching home ownership age face a shortage of housing and
new starter homes. This shortage could last for decades.
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Based on the continued undersupply of housing, we’ve added two new housing-related positions to our
portfolio. We started a position in NVR, Inc., a high-quality home builder that’s a component of the



S&P500 and Builders FirstSource, Inc. is a Fortune 500 company and a manufacturer and supplier of
building materials.

Our Performance

The S&P500 increased by 15.9% in H1 2023. In comparison, the Ashva Capital LP fund increased by
13.5% net of fees over the same period. | continue to believe we own a portfolio of high-quality
businesses that are trading at reasonable/cheap valuations, which should outperform over the course of
the business/market cycle.

In my view, there is an extremely low probability that the US economy falls into a recession in the
remainder of 2023. My base case assumption is that the US economy is most likely headed into a
sustained expansion. Fortunately, our QARP (Quality at a reasonable price) style of investing which
focuses on well-run businesses that have some form of competitive advantage, generate strong free
cash flow, and trade at reasonable valuations has performed well over the long run and in all market
environments.

Sincerely,

Ankun Shah,

Ankur Shah
Managing Member
Ashva Capital Management LLC

This letter (“Letter”) is not an offer or sale, or a solicitation to any person to buy, of any security or
investment product, nor is intended to be investment advice. The information contained in this Letter has
been prepared by one or more general partners, management companies and/or other entities affiliated
with Ashva Capital Limited (“Ashva Capital”) and is furnished on a confidential and limited basis for the
sole and exclusive purpose of providing general and background information concerning investment
funds (each a “Fund”) sponsored by Ashva Capital or its affiliates. Any offer, sale or solicitation of
securities in any Fund will be made only pursuant to a Fund'’s Confidential Private Placement
Memorandum (as amended and/or supplemented from time to time, and including, without limitation,
the legends contained therein, the “Memorandum”) and subscription documents, and will be subject to
the terms and conditions contained in the Memorandum and such subscription documents. This Letter is
qualified in its entirety by reference to any Memorandum.

This Letter is not intended to be relied upon as investment advice and is not and should not be assumed
to be complete. Each recipient of this Letter acknowledges and agrees that Ashva Capital and its
affiliates, members, partners, managers, directors, officers, employees and agents shall have no liability
for any misstatement or omission of fact, or any opinion expressed herein. The contents of this Letter are
not to be construed as legal, business or tax advice, and each recipient should consult its own attorney,
business advisors and tax advisor as to all legal, business and tax matters. Each recipient further agrees
that it will (i) not copy, reproduce or distribute the Letter, in whole or in part, to any person or party
(including any employee of the recipient other than an employee directly in involved in monitoring or



evaluating an investment in a Fund) without the prior written consent of Ashva Capital, (ii) keep
permanently confidential all information contained herein not already public and (iii) use the Letter solely
for the purpose set forth in the paragraph above. Each person who has accessed, or received a copy of,
the Letter (or any part thereof) is deemed to have agreed (x) not to reproduce or distribute the Letter, in
whole or in part, except to any employee named in item (i) in the preceding sentence, (y) to return the
Letter to Ashva Capital promptly upon request and (z) to be responsible for any disclosure of the
Information by such person or any of its employees, agents or representatives.



