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EYES ON MARKETS

GLOBAL MARKETS

Momentum in the three largest economies is
China,
production might be affected in case of a

diverging. In while spending and
rebound in infections, at this stage most leading
indicators point to an earlier bounce in activity.
On the other end, Eurozone's resilience in the
face of the large energy shock is impressive.
Activity readings through year-end and a recent
sharp drop in natural gas prices suggest that a
significant slowdown can be averted. US
momentum, however, is sliding more sharply
than expected. Despite growing at a strong
2.8%ann. in Q4 2022, the composition of GDP
growth has raised questions, as fixed investment
stalled, exports dropped, spending contracted
at year-end alongside an increase in the savings
rate, causing a sharper-than-anticipated rise in

inventories. This doesn't bode well for 2023.

A “risk-off" period may prompt the recent US
Dollar weakness to come to a halt for a while.
But after leading the way in 2022, the Fed is now
closer to the end of its tightening cycle than
other DM Central Banks. BoE, ECB and BoJ will
keep hiking rates to tame inflation. Therefore,
the anticipated narrowing of interest rate
differentials has already caused a USD pullback
against DM majors. In this scenario, which might
last for months at best, unhedged non-US assets
typically outperform.

We believe that what is in fact imminent is a US
earnings recession. Companies are at risk of
seeing disappointing margins, leading to
significantly negative operating leverage as
sales fall off quickly and unexpectedly, while
costs remain sticky in the short term. Against
this backdrop, we reiterate our overall cautious
stance with an increase in the US Equities UW
and an increase in the EM Equities OW, while
taking Sukuk to OW as the rates cycle might

have peaked.

REGIONAL MARKETS

During January 2023, S&P Saudi Sharia Domestic
SAR Total Return (SPSHDSLT) Index increased by
5.39% and the portfolio increased by 3.26%
wherein RJHI, CENOMICE and ELM contributed
118, 54 and 34 bps each to the returns while
SAFCO, MEPC and RYDREIT detracted 31, 20 and
14 bps from the returns.

SPSHDSLT increased by 5.39% as cumulative

inflows into the Net Foreign Portfolio

Investment (NFPI) for the month were more
than USD17mn. Local cement sales recorded

6.2% YoY decrease in December vs 1.8% in

November 2022 as mortgages recorded 20%
MoM and 36% YoY decline and progress on large
projects slowed down due to seasonal factors.

PMI for January 2023 increased to 58.2 vs 56.9in
December 2022, while banking deposits grew
9.1% YoY in December 2022 vs 10.5% in
November, inflation increased to 3.3% in
December vs 2.9% in November 2022. Value of
POS + ATM transactions per terminal decreased
by 19% YoY in December vs 22.8% decline in
November. Mortgages sales amounted to
SARG6.6bn in December vs SAR7.7bn in November
2022. Saudi Arabia's real GDP growth for 2023
and 2024 was downgraded by 0.1pp and 1.5pp to
3.7% and 2.3%, respectively by World Bank.
National Debt Management Centre announced
2023 financing needs to be cSAR45bn (USD12bn)
and Finance Ministry approved the 2023 annual
borrowing plan. Moreover, cSAR48bn for 2023
raised

financing needs was in pre-funding

transactions during 2022.

Saudi Bank
launch open banking

In terms of reforms, Central
announced plans to
services in 1Q2023. Moreover, Companies with
foreign operations not exceeding SARTmMn were
allowed to operate in Saudi Arabia without local
headquarters. New companies’ law, replacing
old Companies Law of 2015 and Professional
Companies Law of 2019, came into force last
week that is expected to be instrumental in
further stimulating and developing the
commercial system. It provides flexibility to
protect companies and empower the private
sector in a way keeping pace with best
international practices. Last but not the least
SAMA reduced minimum paid-up capital for

finance firms supporting SMEs.

In terms of key developments, 82 new industrial
licenses were issued in December 2023 Haj
quota was announced to reach pre-pandemic
levels, significant quantities of uranium were
discovered, and Events Investment Fund (EIF)
was launched to develop sustainable
the
sports
its digital
launched Tabuk entertainment destination with

tourism,
SAMA
currency, PIF

infrastructure for culture,

entertainment, and sectors.

continued to test

development value of over SAR1bn, Real estate
deals worth more than SAR10bn (USD2.66bn)
were signed on the opening day of the second
edition of the Real Estate Future Forum in
Riyadh and Red Sea Global handed out
USD270mn contract for infrastructure works at
the luxury destination.

Brent recorded -1.7% movement in January 2023,
while MSCI Emerging Market Index increased 7.9%
and MSCI World Index registered 7.0% increase,
while Bloomberg Commodity TR Index remained flat
registering -0.5% movement. US inflation data
continued its downslide and FED almost confirmed
25bps rate hike in its next announcement scheduled

for early February 2023.

Going forward, we believe that US inflation will keep on
coming down sharply over February 2023 to May 2023
period closing in below 3%, as the higher interest rates
trickledown effect takes place. If the monthly US
inflation run rate for January comes out to be negative,
then we might see US FED stance shifting fast towards
soft landing and equity markets are likely to respond
positively in advance. Therefore, we believe that TASI
will test 12300 levels before year end.

Rates - Something Gotta Give
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Equities - Weakening Momentum in US
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Equities - Emerging Markets Are Up For Grab

EM Stocks Trade at 28% Discount to US Peers
D

recent gains, emerging market stocks are still cheap

Source: Bloomberg
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_lv'>_ GLOBAL MARKET INDICES
LYY
A
A Resion/sector  Index (%) 2Y (%) 2019 (%) 2020 (%) 2021 (%) 2022 (%)
P
4AL World ?JR'M World 78312 75 75 (5  (13) 78 76 96 282 19.7 (24.2) (20.0)
()|
FQ  Deveced  DIDEVTR 441501 74 7.4 (M) 04 84 84 102 274 23.0 (24.2) (21.6)
3 E;aerg:sg DJIEMG TR 474005 85 85  (154) (140) 26 05 43 353 (4.7) (24.2) (5.6)
LYY
AL Saudi TASI 10792.85 3.0 30  (121) 1.4 97 71 44 a4 27.9 (6.4) (22.3)
oIV NAREIT AIIREITS 291069 86 86  (126) 16 24 13 39 (9.2 23.0 (23.6) 7.8
(EM Inc) TR
':IAI:l All
v GSCl Commoditie 606.06  (0.7) (0.7) (2.8)  18.6 5.9 58 (1) (9.2) 23.0 87 (28.0)
ALY :
Euro 109 15 15 33)  (54) (07 (26) (22 89 (6.9) (5.8) 3.2
'l;'v'a Currencies  Yen 130.09 08 08 (115  (10.3) (5.9) (3.4) (3.4) 52 (10.3) (12.2) 19.8
AL
GBP 123 20 20  (84) (52  (23) 03 (01 31 (1.0) (10.7) 76
Y

Source: Global Data as end of 31 January 2023. Saudi Market Data as end of 31 January 2023
':IAl: *All values beyond 1 year are annualized
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|:|v':| This document is only intended for the persons to whom SEDCO Capital or one of its affiliates (*SEDCO Capital”), or its designated representatives, has given it directly. This

':IAI: document is not to be distributed, published, copied, transmitted or otherwise given in whole or in part to other parties without the express written consent of SEDCO Capital.
M These materials are 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

|:I ':' regulation. Persons into whose possession this document comes are required by SEDCO Capital to inform themselves about and to observe any restrictions as to the offer or

':lA.:l sale of the interests described herein under the laws and regulations of any territory in connection with any applications for such interests, including obtaining any requisite
governmental or other consent and observing any other formality prescribed in such territory. No action has been taken or will be taken in any jurisdiction by SEDCO Capital

l:lvn that would permit a placing of the relevant interests in any jurisdiction where action for that purpose is required, nor has any such action been taken with respect to the

':IAI:I possession or distribution of this document.

Y . . . . . . o : . :
The information and opinions in this document were prepared by SEDCO Capital. The information herein is believed by SEDCO Capital to be reliable and/or has been obtained

':'Aﬂ from public sources believed to be reliable. SEDCO Capital makes no representation or warranty as to the accuracy or completeness of any of the information contained herein.

I:lv':I This document is not exclusive to any recipient and SEDCO Capital may undertake business in respect of any of the concepts represented by this document with other parties

':IAE other than a particular recipient. SEDCO Capital may also undertake business which is inconsistent with the trading suggestions made in this document. This material has been
prepared solely for purposes of illustration and discussion. Under no circumstances should the information contained herein be used or considered as an offer to sell, or

.:lv':' solicitation of an offer to buy any security. Any security offering is subject to certain investor eligibility criteria as detailed in the applicable offering documents. The information

':lAl:l contained herein is confidential and may not be reproduced or circulated in whole or in part.

.:.vn Opinions, estimates and projections in this document constitute the current judgment of SEDCO Capital and are subject to change without notice. SEDCO Capital has no

':lAl: obligation to update, modify or amend this document or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast

< > or estimate set forth herein, changes or subsequently becomes inaccurate. Prices and availability of financial instruments also are subject to change without notice.

Y

':IAl: This document is provided for informational purposes only. It is not to be construed as an offer to buy or the solicitation of an offer to sell any security or to participate in any
particular investment strategy in any jurisdiction. Any such investment activity must only be made on the basis of final form offering materials which will only be made available

|:|v|:| to those who demonstrate the capacity to evaluate the risks and merits of this investment. Under no circumstances should the delivery of this document, irrespective of when

':IAI:' it is made, create an implication that there has been no change in the affairs of SEDCO Capital or any of its products since the date of this document. Prospective investors
should not treat the contents of this document as advice relating to legal, Shari‘ah, taxation, investment or any other matters.
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':IAI:I Any financial instruments discussed in this document may not be suitable for all investors and investors must make their own investment decisions using their own independent
advisors as they believe necessary and based upon their specific financial situations and investment objectives. An investment in certain financial products may only be suitable

:lv':I for certain sophisticated investors who have no need for immediate liquidity in their investment. Income from an investment may fluctuate and the price or value of financial

':IAE instruments described in this document, either directly or indirectly, may rise or fall and an investor may lose all moneys invested. Furthermore, past performance is not

< > necessarily indicative of future results.

Y

':IAE The accompanying documents are produced solely for the specified recipient. By accepting this information, you agree: (i) not to transmit, reproduce or make available to any
other person all or any part of the accompanying documents; and (ii) to all of the terms of the foregoing.
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