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EYES ON MARKETS

GLOBAL MARKETS

US Leading indicators are now anticipating a
marked slowdown. And global spillovers from a
US growth shock are larger than those from
China. A 1% shock to US GDP spills over into a
0.7% impact on RoW GDP, with a larger impact
on DM ex-US (0.9%) than EM (0.5%). A 1% China
shock dampens RoW GDP by just 0.2% and it's
concentrated in the EM (DM GDP -0.1% vs EM ex-
China GDP -0.6%].

Global consensus EPS downgrades (led by US
Tech] continue to outnumber upgrades (driven
by Energy). Accelerating downgrades rarely
support a rise in stock prices when: 1. bond
yields are high; 2. oil prices are rising; 3. USD is
strong, and 4. Central Banks keep hiking rates.
For a greater probability of a trough and
subsequent upside in EPS expectations to
happen, the Fed would need to change course.

US equities” fall has been entirely driven by
multiple contraction, whereas 12-m forward EPS
have gone up by a healthy +7.5%. While stock
prices have declined steadily, Q1 earnings have
in fact beaten expectations and EPS estimates
have been revised higher. However, US net
earnings revisions have recently started to turn
negative, and this trend is likely to accelerate.

The real question now is whether an upcoming
profits recession drags equity markets down
further. As the global cycle continues to
deteriorate, earnings are likely to decline rather
than just grow more slowly, especially in real
terms. This creates additional downside risk for
equities, where better opportunities will be
found.

REGIONAL MARKETS

YTD 2022 S&P Sharia GCC Total Return Index
(SPSHGT) is down 10.96% wherein Oman, Qatar,
Kuwait, Bahrain and UAE are the outperformers
i.e. down by 0.4%, 6.7%, 7.4%, 7.8% and 8.8%
respectively. Saudi Arabia is the only under-
performer generating -12.1% return.

SPSHDSLT decreased by 12.2% although
cumulative inflows in the Net Foreign Portfolio
Investment (NFPI) for the month were more than
USD133mn. Local cement sales recorded 4% YoY
increase in May after 11 consecutive months of
decline due to lower base effect. PMI for May
2022 remained unchanged at 55.7, banking
deposits also grew 8.9% YoY in May vs 9.4% in
April, inflation remained stable at 2.2% in May
2022 vs 2.3% in April. Value of POS + ATM
transactions per terminal decreased by 25.6%
YoY in May vs 10.5% in April. Mortgages sales
amounted to SAR8.8bn in May, down slightly
from SAR9.2bn in April. Moody’'s Investors
Service affirmed Saudi Arabia's rating at ‘A" with
a stable outlook, driven by the government's
fiscal policy effectiveness. General Authority of
Statistics released 1Q 2022 GDP growth stats
depicting 9.9% wherein oil second added 20% on

the back of higher production while non-oil GDP
grew 3.7%. As per OECD forecast Saudi Arabia is
expected to experience significantly higher
growth vs G20 countries while inflation would
remain significantly below the expected average
of G20 countries. Oil exports hit 25-month high in
April at 7.38MBPD and Central bank took
cognizance of local-global interest rate spread
anomaly and raised rates half of FED increase
while injecting USD13bn in banking sector.

Reform focus remained diverse whereby Cabinet
approved amendments in civil, insurance and
pension laws while USD100mn government
spend was announced to train locals in tourism
sector as Kingdom aims to attract 30mn tourists
per annum by 2030. Six Saudization decisions
were taken creating 33,000 local jobs and
Saudization rate in cinema sector was raised to
50%. USD4.3bn government investment in
vaccine/biomedical sectors was announced and
growth in fintech was targeted to be three-fold.
Tadawul announced launch of single stock
futures from July 2022 and Finance ministry
requested OPEC to increase funding for green
projects.

In terms of key developments, Hilton announced
to open more than 59 hotels across Kingdom
over the next 10 years, 2 new IPOs got listed
while 3rd one is at bidding stage and PIF
announced buying 24% stake in Jordan’s Capital
Bank for USD185mn and also got shortlisted for
a stake in Starbucks middle east. Neom awarded
2 transportation project contracts while DP
world entered into an agreement to develop
Jeddah as a logistics hub. Last but not the least,
all COVID-19 related precautionary measures
were rolled back.

Brent recorded 6.5% decline in June, while MSCI
Emerging Market Index decreased by 7.1% and
MSCI World Index registered 8.8% decline.
Bloomberg Commodity TR Index also decreased
10.5% reflecting easing of supply side issues.
The month was marred by FED action pursuant
to US inflation data confirming an induced
recession to fight inflation. Markets responded
with heighted volatility as VIX rose by 10% and
investors remained bearish on the back of
uncertainty on quantum of recession.

Going forward we believe that arrival of US GDP
stats for 2Q 2022 in July 2022 would determine
the course of global markets along with Saudi
Tadawul. Oil prices are unlikely to provide the
kind of impetus to local investors as they did in
1H2022 so alignment with global markets would
be stronger. We expect that by mid of 3Q 2022
FED would dilute its hawkish stance as supply
side issues resolve and headline inflation starts
coming down because core inflation already
started tapering down in May.

US Macro - Leading The Way Down
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Global Macro - When America Sneezes
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US Equities - Disconnected Realities?
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GLOBAL MARKET INDICES

MTD YTD

Region/sector Index Quote (%) (%) 1Y (%) 2Y (%) 3Y (%) 5Y (%) 10Y (%) 2019 (%) 2020 (%) 2021 (%)
World DJIM World TR 7,486.91 (4.9) (22.1) (15.5) 83 9.8 10 10.7 30.9 28.2 19.7
Developed DJIDEV TR 4,205.20 (5.2) (22.5) (14.1) 9.3 10.4 10.5 1.2 31.6 27.4 23
SO DJIEMG TR 4,706.08 (2.3) (18.4) (26.6) 0.5 5.7 5.4 5.8 227 35.3 (4.7)
Markets
Saudi TASI 11,513.01 (10.9) 2.8 5.4 26.3 9.8 9.2 5.6 7.2 A 27.9
NAREIT ﬁl{l:]Rle)TS Lk 2,866.20 (6.8) (18.3) (13.1) 7.7 (1) 2.6 5.8 23.6 (9.2) 23
GSCI Al L 735.03 (6.5) 31 39 51.8 20.2 15.7 2.7 23.6 (9.2) 371
Commodities
Euro 1.06 (1.7) (7.2) (11.6) (3.2) (2.5) (1.2) (1.7) (2.2) 8.9 (6.9)
Currencies Yen 135.23 (4.9) (14.9) (18) (11) (7.4) (3.8) (5.1) 1 5.2 (10.3)
GBP 1.23 (2.7) (9.3) (11.9) (0.6) (1.3) 0.2 0 B 3.1 (1)

Source: Global Data as end of 24 June 2022. Saudi Market Data as end of 26 June 2022.

* All values beyond 1 year are annualized
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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 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. 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 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 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 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 possession or distribution of this document.

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 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. 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 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 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 contained herein is confidential and may not be reproduced or
circulated in whole or in part.

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 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.

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 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 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.

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 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 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.

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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