Blue Line Capital

Declogging The Train To Wall Street

Renormalization Of Inflation, Earnings &
Behaviors



Inflation

Decomposing Consumer Prices
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Inflation Trends Signaled By Corporations

“In the first nine months of 2022, orders were placed for
the construction of 293 container vessels with a transport
capacity totaling 1.8 million TEU, significantly less than the
4.1 million TEU in the prior year period..compared with
previous years, however, the volume of new orders
remains at a high level. According to MDS Transmodal, the
tonnage of the commissioned container vessels rose
further to around 6.7 million TEU at the end of September,
up from around 5.4 million TEU in the previous year. —
Hapag Lloyd, September 2022

“..the global warehousing footprint continued to expand,
and 21 new warehouses (net) were opened in Q3, adding
373k sgm, for a total capacity 3.8m sgm across 247
warehouses, 24% higher capacity than in Q3 2021." - A.P.
Moller — Maersk, Q3 2022

‘An estimated 60% of European ammonia capacity did not
operate in Q3 2022." — CF Industries, Q3 2022 Earnings Call

‘Results in Packaging & Specialty Plastics “driven by lower
polyethylene prices.” '— Dow Chemical, Q3 2022

‘Results in Perf. Materials & Coatings “driven by lower
prices for siloxanes and increased raw material and energy
costs.” — Dow Chemical, Q3 2022



Inflation Drivers (Food, Energy)

Food & Energy CPI Contribution Underlying Energy & Food Dynamics
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New & Used Vehicles CPI Contribution

Inflation Drivers (Vehicles)

B New Vehicles B Used cars and trucks
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— NManheim Used Vehicle Index [YoY %]

60
50
40
30
20
10
0
-10
-20
288888 FFFRFTHENANG S
c = > 5 o 2 5§ & ¥ 5 ¢ 3 € 5 2235 2 2
S 32T A g 253" 8z 8333 °§ =2
Total Vehicles [millions] (left axis)
Domestic Auto Inventories [thousands of units] (right axis)
23.0 2000.0
210
190 1500.0
17.0
1000.0
15.0
13.0 500.0
1.0
9.0 0.0
2585388888885 822528K
O © o o O O o
222229093388 drdaNRRE{A

E LINE CAPITAL

oy
=
C



Inflation Drivers (Shelter)

Shelter CPI Contribution Zillow Real-Time Housing Indicators
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Service Sectors CPI Contribution

B Medical care services
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China Exporting Commodities Inflation

China Crude Oil Consumption China Primary Energy Consumption (De) Composition [Exajoules]
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Per Capita Energy Consumption & OPEC Market Share

Energy Consumption Comparison (Gigajoules/Capita) OPEC Expected To Lose More Market Share

emms /S esssTotal EUurope esssTotal Africa esssssChina

I think shale itself will plateau in the United States, 2025, 2026, and probably

400.0 will run as a country, 13 million to 13.5 million a day. So | think people need to
understand as the world needs more oil and demand grows to your point on
3500 macro, shale will be important, but it's no longer the swing producers. —John
N
— Hess, GS Conference (Jan5 2023)
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Earnings Data & Corporate

Trends
Wells Fargo, Synopsys, Boeing



Synopsys

Design Automation In The World Of Semiconductors



Synopsys Earnings Highlights & Stock Performance

Management Commentary From Q4 2022 Earnings Call Quarterly Data
« Strength In Semiconductor Design: While semiconductor industry revenue —S\NOPSYS e SNPS/SPY
growth has moderated, design activity remains robust. In addition, our term- $450.00 ]
. . . o Q12022 Q22022 Q3 2022 Q4 2022
based business model, with $7.1bn of noncancelable backlog and diversified Rovenue: gevenue: ;zevenue: Revenue.
$1.270b 1.279bn 1.248bn $1.284b
customer base. $430.00 %% 30,3%) (Y/Y 24.9%) (Y/Y 18.0%) (\//Yﬂ.l«‘;) 095
. . EBITDA: EBITDA: EBITDA: EBITDA:
« Secular Trends In Al & Smart Devices: First, the macro quest for smart $410.00 5 4990n $0.499bn $0.423bn $0.387bn 09
] ] o ] ] ) ) (Y/Y 57.3%) (Y/Y 53.2%) (Y/Y 15.0%) YN 4.4%)
everything devices and, with it, Al and big data infrastructure is unrelenting
$3290.00 Net Incomé: Net Income: 0.85
and expect it to drive a decade of strong semiconductor growth. Second, $0.377bn $0.391bn
(Y/Y 57.4%) (Y/Y 46.3%)
semiconductor and systems companies, be it traditional or new entrants, $370.00 £yoa cash Mlow  Eres Cash Elok: 08
prioritize design engineering throughout the economic cycle precisely to be %f/ff;%r‘o/o) %@3222% Net Income.
ready to feel competitive new products when the market turns upward $350.00 $$/33?22/3 075
again.
9 $330.00 0.7
» Specialized Chips: Our customers are racing to differentiate along 3 axes:
$310.00 0.65
first, still higher complexity chips with massive compute capability; second,
super tightly integrated systems of chips optimized for the software that will $290.00 06
run on them; and third, increasing focus on security and safety across both So o
o . Y/Y151%
software and hardware in virtually all vertical segments. $270.00 WIS Free Cash Flow: 0.5
Market C /FCF E\//EBITDA D/B Free Cash Flow: $0.360bn
arket Ca $0.404bn (VY 4.7%)
P $250.00 1 A T3 05
32.22 8.75 34.01 23.77 NA T e e N e R JRe ) JRe ) JRe § VRS § JR § VR
* R IR U O O S SEC S e S ¢ S ¢ S O S O SO
52.94 9.99 31.80 37.36 9.2 SRS LIRS LA SN S L M LR LA LA s At

0T 6 0 4 6 g g S

*Levered FCF
Sources: Synopsys IR, TIKR, Blue Line Capital

]/] 6/2023 Blue Line Capital maintains a long position in Synopsys. 11



Synopsys Segment Trends

Cyclical & Secular Trends Revenue By Segment
+ Specialized Chip Design: As Moore's Law is getting ever more challenged by EBEDA EIPand System Integration M Software Integrity B Other
the limits of physics, chips become more specialized rather than relying on 100%

central processing units with more compute.

90%
« Chip Inventory Cycle: Synopsys' business has proven to be extremely
resilient against the traditional inventory cycle. 80%
+ Geopolitical Importance Of Semis: Semis are of geopolitical importance, 00,
(0)
indicating that Synopsys will benefit in a duopoly design industry.
%
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Industry Trends

Samsung Device Solutions Y/Y Revenue Trend
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Taiwan Semiconductor Y/Y Growth Rate By Segment
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Synopsys Expectations & Returns

Return Ratios Compared To 2019 Revenue, Net Income, and FCF Estimates
Profitability and return metrics have been trending, indicating resilient demand Revenue
trends in a duopoly design industry. = Net Income Normalized (right axis)

Free Cash Flow (right axis)

LTM 2019 8,000.00 2,000.00
RetUrn RoA 8.10% 570%
. RoC 1890%  13.40% 6,000.00 150000
Ratios
RoE 18.00% 14.10% 4.,000.00 1,000.00
2,000.00 500.00
Gross Profit Margin 80.40% 79.40%
Margine  EBITDA Margin 26.30% 21.10% 0.00 0.00
. 2018A  2019A  2020A 2021A  2022A 2023E  2024E
° Net Income Margin 19.40% 15.80%
Levered Free Cash Flow Margin 31.40% 10.40%
e B|TDA Margins == Net Income Margins Free Cash Flow Margins
Asset Turnover 0.54 0.52 40.00%
Asset Fixed Asset Turnover 5.06 9.1 35.00%
Turnover Receivables Turnover 532 51 20.00%
Inventory Turnover 4.52 525
25.00%
Total Debt/Equity 11.80% 3.40% 20.00%
Total Debt/Capital 10.60% 3.30% 15.00%
Solvency
EBITDA/Interest Expense 8477.46 0.9 10.00%
(EBITDA/Capex)/Interest Expense 767.01 43.91 2018A  2019A  2020A  2021A  2022A  2023E  2024E

Sources: Synopsys IR, TIKR, Blue Line Capital

1/16/2023 Blue Line Capital maintains a long position in Synopsys. 14



Synopsys Vs. Peers

EV/EBITDA NTM P/E Past 3M Return Past 6m Return Past 12m Return
Synopsys 22.47 30.9 14% 4% 10%
Cadence Design Systems 28.41 9% 5% 9%
Applied Materials 13.27 14% -6%
Broadcom 12.08 16% -2%
Qualcomm

Akamai Technology
Nvidia

Median 13.27 16.28 14% 4% -6%
Mean 19.92 2395 19% 3% -8%

Sources: TIKR, Google Finance, Blue Line Capital

]/16/2023 Blue Line Capital maintains a long position in Synopsys. 15 B LU E LI N E CA p ITA L



Wells Fargo

Deposit Withdrawal, Lending Activity, Economic
Conditions



Wells Fargo Earnings Highlights & Stock
Performance

Management Commentary From Q4 2022 Earnings Call Quarterly Data
« Consumer Credit: We are starting to see the impact on consumer spend, credit, —\\O|lS FArgo e \\FC/SPY
housing and demands for goods and services, but at this point, the impact of  ¢5000 014
d busi has b ble. And though th 1l | N Q2 2022 Q3 2022 Q4 2022 |
consumers an usinesses has been manageable. An oug ere wi gﬁfgﬁa ;%V;Eue: e,
. . . . . n B n ]966b
certainly be some industries and segments that are more impacted than others, YAV 16.0%) (/Y 3.6%) %Y/Y 75_7%
the rate of impact in our customers base is not materially accelerating. $55.00 EBIT: EBIT: EBIT: 013
$4.15bn $5.18bn $3.46bn
) ) ) (Y/Y -40.2%) (Y/Y -6.4%) (Y/Y -54.8%)
* Net Interest Income: Putting this all together, we currently expect net interest
Net Income! Net Income:
i i o i $3.25bn $4.97bn
income to grow by approximately 10% in 2023 versus 2022. Ultimately, the  $50.00 i 459%) K 049 012
amount of net interest income we earned in 2023 will depend on a variety of
factors, many of which are uncertain including the absolute level of interest
rates, the shape of the yield curve, deposit balances, mix and pricing in loan $45.00 Revenue: o1l
$17.59bn .
demand. (Y/Y -2.6%)
. . o . EBIT:
+ On Cash Alternatives: We're seeing it kind of most acutely happen in the  $40.00 $3.72bn Net Income: 0.1
. . . . (Y/Y -8.6%) $5.57bn
wealth business as people move into cash alternatives, out of deposits, and (Y/Y 12.4%)
Net Income:
that's what's happening in a lot of wealth management businesses these days $3.39bn
$35.00 (Y/C21.00) 0.09
as people move that cash around.
Market Cap/FCF EV/EBITDA P/B $30.00 0.08
8.68 215 NA NA NA 0”% Q@ Of@ Q%@ Q%” 0,9 Q,@ 0@ Q@ Of@ 0”% Qf@ Q,ﬁg
14.08 2.35 NA NA 1.05 RIS e L Ve R Ve Ve U Y

v v
AT AT T g @ AT g g g

*Levered FCF
Sources: Wells Fargo IR, TIKR, Blue Line Capital

]/]6/2023 Blue Line Capital maintains a long position in Wells Fargo. 17



Wells Fargo Deposit Trends

Withdrawal Of Cheap Capital For Banks Deposit Levels By Division ($ in bn)
—Deposits, All Commercial Banks [Yo\/ %] B Consumer Banking and Lending B Commercial Banking
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]/] 6/2023 Blue Line Capital maintains a long position in Wells Fargo. 18



Wells Fargo Loan and Net Interest Trends

Loan Activity Rising Along A Deposits Decline

. N\
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1/16/2023 Blue Line Capital maintains a long position in Wells Fargo.

While Loan Activity In Autos & Housing Has Declined, Overall Activity Along

With Interest Earned Is Strong
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Wells Fargo Expectations & Returns

Return Ratios Compared To 2019 Revenue and Net Income Estimates
Wells Fargo's margins under pressure despite net interest income rising — Revenue Net Income Normalized (right axis)
significantly, leading to lower multiples. 95,000 26,000
85,000
ROA 0.70% 110% 65,000
Return 16,000
" RoC NA NA 22000
Ratios . . 45,000 11,000
RoE 6.90% 10.50% 35,000 '
25,000 6,000
Gross Profit Margin NA NA 15,000
Maraine  EBT Margin 20.70%  30.80% =000 1000
. 2018A 2019A 2020A 2021A 2022A 2023E
S Net Income Margin 18.20% 23.40%
Levered Free Cash Flow Margin NA NA
BT Margins  ==Nect |ncome Margins
Asset Turnover NA NA 40.00%
Asset  Fixed Asset Turnover NA NA 35.00%
Turnover Receivables Turnover NA NA 30.00%
Inventory Turnover NA NA 25.00%
20.00%
Total Debt/EC]Lth NA NA 15.00%
Total Debt/Capital NA NA 9
Solvency iCepp 10.00%
EBITDA/Interest Expense NA NA £ 00%
(EBITDA/Capex)/Interest Expense NA NA 2018A 2019A 2020A 2021A 2022A 2023E

Sources: Wells Fargo IR, TIKR, Blue Line Capital

]/]6/2023 Blue Line Capital maintains a long position in Wells Fargo. 20



Wells Fargo Valuation Vs. Peers

LTM Price/Book NTM P/E

Wells Fargo _
J.P. Morgan 1.59
Goldman Sachs 1.17
Bank of America 114
Morgan Stanley 1.63

Charles Schwab

Discover Financial Services 218

1.59
2.11

Median
Mean

Sources: TIKR, Google Finance, Blue Line Capital

1/16/2023

Blue Line Capital maintains a long position in Wells Fargo.

Past 3M Return Past om Return Past 12Zm Return

8.62 5% 9% 6%
10.88 34% 28% 8%
10.77 21% 27% 8%
10.03 14% 139 2%
13.28 16% 19% 3%

19% 14%
15% 6%
10.77 16% 19% 3%

133 18% 21% 0%

2 BLUE LINE CAPITAL



Boeing

An Inflection Story In Travel & Defense



Boeing Earnings Highlights & Stock Performance

Management Commentary From Q3 2022 Earnings Call Quarterly Data

« Bookings & China: Bookings in pretty much every geography is strong with

Boging em=BA/SPY

the exceptions of China. It is really hard for me to find signals that things are $240.00 06
going to change in China and move in our direction. Q4 2021 Q12022 Q2 2022 Q32022
Revenue: Revenue: Revenue:
$220.00 $14.79bn $16.68bn $15.96bn
+ People & Training: We've added more than 10,000 people this year, and we (v 53%) (v/y 19%) (v/y 4.4%) 055
. , . . . . EBITDA: EBITDA:
are investing in training and development to accelerate their experience $200.00 $127bn 523100
. o ) (Y/Y -19.2%) (Y/Y -370.7%)
curve and improve our productivity over time. 05
$180.00 Net Income: :
-$0.22bn
« 787 & 737 Max: We have reached important milestones across the business (Y/Y -193.5%)
. . . . . $160.00
and made progress on commercial deliveries with the resumption of the 787 0.45
in August. Also, the 737 MAX return to service is largely complete, and we're $140.00
de-risking the near-term delivery skyline for China. 04
$‘|2O OO EBITDA: '
) ) ’ -$3.64bn Revenue:
+ Global Travel Trends: /n August, domestic traffic was at 85% of 2019 levels (Y/Y 513%) $13.99bn
(Y/Y -81%)
led by the U.S., Europe and Latin America. Going forward, the recovery will be $100.00 W 035
-$4.54bn EBITDA:
driven by China domestic and international traffic, which remain below 2019 (Y/y 48.3%) -$0.68bn Net Income:
$80.00 = Cash Flow (i -2508%) EffVG%blrgB/)
H H ree V. - 8%
levels at 62% and 67%, respectively. In aggregate, commercial passenger $O/'49bn Net Incorme: . 02
. (Y/Y 111.6%) -$1.63b Eree Cash Flow: Free Cash Flow:
traffic was at 74% of 2019 levels. $60.00 ST 501800 5795
(VY 72.3%) (VY 673.2%)
Market Cap/FCF EV/EBITDA P/B $40.00 T — 0ot
(Y/Y 32%
106.93 1.6 19.31 25.69 NA %0”9 %&\ O,@ Q@ i 6@ 0@ 0,9 Q@% inv O@’L 0@% Of@ O@%
-15.03 2.08 30.79* -63.65 -7.21 R ) ) L) L) Lt | L) Lt L S O A A
N NN CP U U R U\ G S LN At

Sources: Boeing IR, TIKR, Blue Line Capital

1/16/2023 Blue Line Capital maintains no position in Boeing. 23



Boeing Segment Trends

Services Offering Stability Amidst Commercial Uncertainties Revenue By Segment
B Commercial B Government
B Commerical Airplanes B Defense, Space & Security
5000
B Clobal Services B Boeing Capital
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Sources: Boeing IR, Blue Line Capital
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Boeing Expectations & Returns

Return Ratios Compared To 2019 Revenue, Net Income, and FCF Estimates
Return ratios have been dismal across the board1 which turns e Revenye s Net Income Normalized (right axis) e Free Cash Flow (right axis)
investors’ attention to the ‘new normal’ post-Covid. 110,000 20,000
100,000 15,000
LT™M 2019 90000 10,000
RoA -210% -1.00% 5,000
Return 80,000
_ RoC -11.80% -10.20% 0
Ratios 70,000
RoE 53.60% 16.10% -5000
60,000 10,000
Gross Profit Margin 1.50% 6.20% =0,000 -15,000
Margine  EBITDA Margin -4.40% 0.20% 40,000 -20,000
. 2018A 2019A 2020A 2021A 2022A 2023E
S Net Income Margin -13.70% -0.80%
Levered Free Cash Flow Margin 6.70% -3.70%
e B|TDA Margins == Net Income Margins Free Cash Flow Margins
Asset Turnover 0.45 0.57 25.00%
Asset Fixed Asset Turnover 5.68 582 15.00%
Turnover Receivables Turnover 5.07 584 £ 00%
Inventory Turnover 0.75 1.03
-5.00%
Total Debt/Equity -324.50%  -343.80% -15.00%
Total Debt/Capital 143.70% 138.20% -25.00%
Solvency
EBITDA/Interest Expense -09 0.69 35.00%
(EBITDA/Capex)/Interest Expense -1.33 -1.85 2018A 2019A 2020A 2021A 2022A 2023E

Sources: Boeing IR, TIKR, Blue Line Capital

1/16/2023 Blue Line Capital maintains no position in Boeing. 25



Boeing Valuation Vs. Peers

EV/EBITDA NTM P/E Past 3M Return Past 6m Return Past 12m Return
Boeing 42% 16%
Airbus 21.57 24% 15% 9%
Raytheon 16.41 20.47 20% 1%
GCeneral Dynamics 14.26 18.54 1% 18%
Northrop Grumman 17.3 21.91 8% 6%
Lockheed Martin 1267 16% 15% 0 %
Honeywell 16.41 2314 22% 25% 10%
Median 16.41 21.57 20% 15% 6%
Mean 16.18 32.61 22% 19% 5%
Sources: TIKR, Google Finance, Blue Line Capital
1/16/2023 Blue Line Capital maintains no position in Boeing. 26 B LU E LI N E CA p ITA L



Data Disclosures
Performance, portfolio, sector and holdings data is provided by Morningstar. (c)

Morningstar 2022. All rights reserved. Use of this content requires expert knowledge. It is to
be used by specialist institutions only. The information contained herein: (1) is proprietary to

Morningstar and/or its content providers; (2) may not be copied, adapted or distributed;

and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its

content providers are responsible for any damages or losses arising from any use of this
information, except where such damages or losses cannot be limited or excluded by law in

your jurisdiction. Past financial performance is no guarantee of future results.

General Disclosures
The information contained in this document pertains to Blue Line Capital, LLC ("BLC"). All
rights are reserved. These materials are the sole property of BLC. The information supplied
herein is proprietary and confidential and is intended only for the persons to whom it is
transmitted. Receipt or possession of this document does not convey any rights to disclose
its contents, in whole or in part, to any third party, or to develop, manufacture, use, or sell
anything described herein.
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