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The Impact of Higher Interest Rates:

According to the International Monetary Fund, governments are expected to spend over $2 trillion in interest on their
debt this year, which is up +10% year-over-year. Of this massive amount, the US represents roughly 1/3™ of total net
interest payments. Debt levels are spiraling higher, with the cost of interest payments nearly doubling over the last two
years.

We have discussed looming US debt levels and annual government deficits, but those were all occurring in a low-rate
environment. Now, with inflationary pressure, the Fed was forced to materially increase rates and the impact will be felt
in 2024 and beyond.

According to the bi-partisan CBO (Congressional Budget Office), the gap between spending and revenue was $1.7 trillion
in fiscal year 2023, equating to $300 billion of annual deficit growth - even as the economy was expanding. With debt
levels growing, on August 1st, Fitch Ratings downgraded the US government’s credit rating from AAA to AA+.

The chart from the US Bureau of Economic FRED - ,
Analysis clearly shows the troubling and soaring ' Federal Gov't Interest Payments

interest payments the government must make on
its debt (over the last 70 years). o

Higher interest payments will compound the debt ]
and deficit problem, and this will ultimately hurt
our economy. The question is when, not if. Their
analysis of S1 trillion in interest payments,
referring to fiscal year 2024, is based on
outstanding gross debt and the average interest
rate on the debt.

Billions of Dollars

However, we believe a more accurate calculation
would consider outstanding net debt, which "
removes debt owned by the US government
(about S7 trillion). On net debt, the US
government would owe interest on $26 trillion of 0
debt, at an average interest rate of 2.97%. This is
roughly $800 billion in 2024 interest payments or St ks U i
18% of the $4.4 trillion in revenue the US

government collected this year. If tax revenues next year are higher, this percentage would decline slightly.
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We feel it is important to mention that interest expenses as a percentage of tax receipts were in the high teens for most
of the 1980s and 1990’s. There is no doubt that rising deficits amid higher interest rates are a headwind to economic
growth, but it also could force the US government to reign in some of its recent fiscal spending.
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DISCLAIMER:

Firm: Manole Capital Management LLC is a registered investment adviser. The firm is defined to include all accounts managed by Manole Capital Management LLC. In
general: This disclaimer applies to this document and the verbal or written comments of any person representing it. The information presented is available for client
or potential client use only. This summary, which has been furnished on a confidential basis to the recipient, does not constitute an offer of any securities or investment
advisory services, which may be made only by means of a private placement memorandum or similar materials which contain a description of material terms and risks.
This summary is intended exclusively for the use of the person it has been delivered to by Warren Fisher and it is not to be reproduced or redistributed to any other
person without the prior consent of Warren Fisher. Past Performance: Past performance generally is not, and should not be construed as, an indication of future
results. The information provided should not be relied upon as the basis for making any investment decisions or for selecting The Firm. Past portfolio characteristics
are not necessarily indicative of future portfolio characteristics and can be changed. Past strategy allocations are not necessarily indicative of future allocations.
Strategy allocations are based on the capital used for the strategy mentioned. This document may contain forward-looking statements and projections that are based
on current beliefs and assumptions and on information currently available. Risk of Loss: An investment involves a high degree of risk, including the possibility of a total
loss thereof. Any investment or strategy managed by The Firm is speculative in nature and there can be no assurance that the investment objective(s) will be achieved.
Investors must be prepared to bear the risk of a total loss of their investment. Distribution: Manole Capital expressly prohibits any reproduction, in hard copy, electronic
or any other form, or any re-distribution of this presentation to any third party without the prior written consent of Manole. This presentation is not intended for
distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use is contrary to local law or regulation. Additional information:
Prospective investors are urged to carefully read the applicable memorandums in its entirety. All information is believed to be reasonable, but involve risks,
uncertainties and assumptions and prospective investors may not put undue reliance on any of these statements. Information provided herein is presented as of the
date in the header (unless otherwise noted) and is derived from sources Warren Fisher considers reliable, but it cannot guarantee its complete accuracy. Any
information may be changed or updated without notice to the recipient. Tax, legal or accounting advice: This presentation is not intended to provide, and should not
be relied upon for, accounting, legal or tax advice or investment recommendations. Any statements of the US federal tax consequences contained in this presentation
were not intended to be used and cannot be used to avoid penalties under the US Internal Revenue Code or to promote, market or recommend to another party any
tax related matters addressed herein.
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