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EYES ON MARKETS

GLOBAL MARKETS

Is a recession inevitable? Yes. It should be mild,
though,
conditions

inflation permitting. Tight financial
will  hit
corporate margins, employment, and wages.
China’s
Europe’s crisis may be less harsh, US's resilience

households’ incomes,

reopening will provide a cushion,
may surprise, commodities should stabilise,
geopolitics may help - for once.

Will inflation fall and stay low? No. It will subside,
but not collapse - unless the growth downturn
proves deeper than expected,
unemployment to soar across DMs. A US soft

causing

landing, China’s slow-grinding rebound, and a
supply-driven floor on commodities prices will in
fact keep inflation higher for longer.

Will rates go down and stay low? No. The Fed will
only cut below 3-4% if a hard landing is in the
making, and some financial accidents with it.
The US Treasury curve's inversion is a sign of the
times - not necessarily of how bad they will be.

Will the US Dollar weaken further? Yes. But it's
conditional on rates going down faster than
elsewhere while growth staying resilient. Risk-on
triggers might be Europe’s own resilience as
much as China’s bumpy acceleration toward a
post-ZCP world

Will equity markets get worse before getting
better? Best case: linger on through a shaky H1,
then take off in H2 on rates. Worst case: as Q1is
always the time of reckoning for corporates and
households, new lows may be in on margins and
jobs.

How to position? The next bull market will be
about greater opportunities outside the US. In
H1 2023 stay focused on being defensive, not in
In H2 turn bold,
aggressive. And as always, “Don't fight the Fed™.

safety-first mode. even

Ever.

REGIONAL MARKETS

YTD S&P GCC Shariah Total Return index
registered 7% decline where Bahrain and Saudi

Arabia under-performed by 371 and 180bps
respectively while Oman, Qatar, Kuwait and UAE
outperformed by 1494, 977, 399 and 281 bps
respectively.

S&P Saudi Shariah TR Index decreased by 6.43 %
in November; however, cumulative inflows into
the Net Foreign Portfolio Investment (NFPI) for
the month were more than USD1,300mn. Local
cement sales recorded 1.8% YoY decrease in
November vs 9.1% in October 2022 mainly due to
decline in mortgages. PMI for November 2022

increased to 58.5 vs 57.2 in October 2022,
banking deposits also grew 9.8% YoY in October
vs 10.1% in September, inflation nudged down
slightly to 3% in October 2022 vs 3.1% in
September. Value of POS+ATM transactions per
terminal decreased by 19.9% YoY in October vs
18.8% decline in September. Mortgages sales
amounted to SAR9.6bn in October vs SAR10.2bn
in September 2022. Following the precedent
Saudi central bank matched the Fed decision of
75bps rate hike, 3Q 2022 recorded 8.6% YoY GDP
growth and 9M 2022 budget surplus came in at
USD40bn. Saudi Foreign Direct Investment
flows fell 85% YoY in 2Q22 at USD2.1bn, down
from SAR13.8bn in the same period last year and
GASTAT issued data showing moderation in
Industrial Production to 15.7% YoY in Sep 2022,
down from 16.8% YoY in August 2022.

In terms of reforms, Saudi Arabia committed
USD2.5bn to Middle East green initiative, PIF
completed secondary sale in Saudi Tadawul
Group and announced joint efforts with Lazard
for the mega Mecca project. A new Mining Index
was envisaged at the stock exchange as mining
assumes the role of fourth pillar of Saudi
Saudi  Water
Regulatory Authority approved framework for

economy, and  Electricity
self-consumption renewable energy systems
and USD266mn were allocated for 50 small and
medium tourism projects. Last but not the least
Central Bank licensed a new payment financial

technology company.

In terms of key developments, PIF reported 13%
increase in 2021 profits and increased its stake
in Meta and Alphabet in 3Q 2022. Riyad office
reported occupancy levels reaching 98%,
USD30bn MoU signed with South Korea, and two
more MoUs on energy sector cooperation were
signed with Indonesia and Thailand respectively.
Lastly, Nestle announced USD1.86bn investment
program in Saudi Arabia over the next 10 years.

Brent recorded 9.9% decrease in November,
while MSCI Emerging Market Index increased
14.6% and MSCI World Index registered 6.8%
increase. Bloomberg Commodity TR Index also
increased by 2.7% reflecting continuation of a
technical correction after steep fall in the
month of September. 3Q 2022 corporate results
concluded depicting 14% QoQ decline and 30%
YoY growth; moreover, US inflation and
employment data softened the FED hawkish
stance as they indicated a slow-down in rates
increment.

Going forward, we believe that US inflation will
keep on coming down sharply over November
2022 to February 2023 period closing in around

4%, especially after the significant correction in

energy prices and slowdown in average hourly wage
acceleration. Equity markets are likely to respond
positively in advance anytime starting from now till the
year end. Therefore, we believe that TASI will test 12100
levels before year end.

Oil - A Fall from Grace

Brent Crude

Bloomberg

Source: Bloomberg

Inflation - There Are Costs Attached

/ Full-Time Workers (Moving Average) / Full-time Workers
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Source: Federal Reserve Bank of Atlanta, Bloomberg

BioombergOpinion

Source: Bloomberg

Equities - What Could Possibly Go Wrong?

Source: Bloomberg
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GLOBAL MARKET INDICES

MTD YTD
Region/sector Index Quote (%) (%) 1Y (%) 2Y (%) 3Y (%) 5Y (%) 10Y (%) 2019 (%) 2020 (%) 2021 (%)
o o
World DJIM World TR 7,511.03 (1.9) (21.8) (20.8) (1.8) 7.5 8.2 9.7 30.9 28.2 19.7
Developed DJIDEV TR 4,240.73 (2.2) (21.8) (20.6) (0.4) 8.2 9.0 10.4 31.6 27.4 23.0
Emerging
DJIEMG TR 4,500.95 1.6 (22.0) (22.6) (12.8) 2.1 1.7 41 22.7 35.3 (4.7)
Markets
Saudi TASI 10,138.31 (7.0) (9.5) (7.3) 8.2 7.6 7.4 41 7.2 4.4 27.9
All REITS (EM
NAREIT Inc) TR 2,736.24 (0.4) (22.0) (19.5) (1.0) (4.1) 0.8 3.9 23.6 (9.2) 23.0
nc
All
GSCI " 572.44 (7.8) 2.0 5.7 21.6 10.7 6.4 (1.0) 23.6 (9.2) 371
Commodities
Currencies Euro 1.05 13 (7.3) (6.7) (6.6) (1.6) (2.2) (2.0) (2.2) 8.9 (6.9)
Yen 136.56 1.1 (15.7) (16.9) (12.6) (7.4) (3.6) (4.9) 1.0 5.2 (10.3)
GBP 1.23 1.7 (9.4) (7.3) (4.3) (2.3) 1.2 0.0 3.9 3.1 (1.0)

Source: Global Data as end of 9 December 2022. Saudi Market Data as end of 11 December 2022
*All values beyond 1 year are annualized

IMPORTANT INFORMATION

You should read this

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. 22C86
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