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GLOBAL MARKETS 

A material drop in inflation is likely to begin 

this quarter as the Fed’s approach will likely 

require at least a mild recession to get closer 

to its 2% target. So long as the stabilization 

process is a reflection of easing supply shocks 

which supports the health of the private 

sector against the headwinds of tighter 

financial conditions, the slowdown in the 

business cycle will find at least a temporary 

bottom in the first half of 2023 in the face of 

further hikes.  

 

Until then, continued tightening will generate 

financial stress. Sharply rising rates can spell 

trouble even in liquid sovereign debt markets 

and beyond high-risk corporate credit and 

Emerging debt. On top of the UK and Italy, 

also the US and German sovereign markets 

are experiencing the highest levels of liquidity 

stress in a decade outside the 2020 pandemic 

spike. The important lesson to take from the 

UK is the potential for liquidity stress to build 

up as volatility in bond and currency markets 

aligns with tightening financial conditions. 

The biggest risk remains a policy-induced 

global recession that is narrowly avoided 

today only to materialize in 12 months from 

now. 

 

While a “pivot” in the near term is wishful 

thinking, this will change as a recession 

becomes more imminent during 2023. If 

rates expectations fall because of slower 

growth, then earnings expectations decline, 

too. From a valuations’ perspective, 

historically the total impact of these two 

contrasting effects has been driven by the 

earnings growth component outweighing the 

discount rate factor - regardless of whether 

interest rates are rising or falling. As a result, 

even a “pivot” motivated by recession fears is 

likely to be bad for stocks until the 

deleveraging is over and valuations at rock-

bottom levels. 

 

 

REGIONAL MARKETS 

YTD 2022 (October 18) S&P Sharia GCC Total 

Return Index (SPSHGT Index) is up 3.2% with 

Qatar (+11.8%) and Saudi (+4.2%) 

outperforming the broader GCC index. Oman 

(+3.1%), Kuwait (-1.4%), UAE (-2.0%), and 

Bahrain (-13.7%) have underperformed. 

 

YTD Brent is up 22.7%, while MSCI Emerging 

Market Index is down 28.7% and MSCI World 

Index registered 24% decline. Bloomberg 

Commodity TR Index increased by 14.1% YTD 

driven by supply side issues, though it has 

remained flat since end of September, and 

has come down 17.4% from its peak in early 

June as supply crunch eased. 

 

October has been a volatile month so far, to 

say the least, for Saudi and the broader GCC 

equities. TASI gained 3.1% during the first 

week of the month, lost 2.9% during the 

second week, only to regain 3.4% during the 

first half of the third week! Widespread 

uncertainty and volatility in global markets 

has been the main driver of volatility locally. 

Markets continue to be swayed by the 

inflation vs. growth debate. Meanwhile, 

OPEC+ agreed to cut oil production by 2 

million bpd from November 2022 until 

December 2023, marking the biggest 

reduction since 2020, in response to reduced 

demand. 

 

3Q-2022 earnings season is full swing and 

while it will play an important role in 

influencing the performance of individual 

stocks, direction of the TASI will be dictated 

by global markets, oil price, and interest 

rates. We continue to expect moderation in 

US Fed’s hawkish tone in the months to come 

as inflation subsides. Meanwhile, oil price 

supported by OPEC+ cuts will continue to 

provide a backstop for the market.

 
 
 
 

 
 
 

 

 

 

 

 
 

 
 

 
 
 
 
 
 
 
 
 
 

 

EYES ON MARKETS 

 

Source: JPMorgan 

 

Global Yields – Stress Is in The Making 

Global Equities – Looking Cheap, Trading Rich 

Source: (Tslombard) 

 

Source: JPMorgan 

 

Global Inflation – You Want Good or Bad 

News First…?  (Yet) 
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Region/sect

or 
Index Quote 

MTD 

(%) 
YTD (%) 1Y (%) 2Y (%) 3Y (%) 5Y (%) 10Y (%) 2019 (%) 2020 (%) 2021 (%) 

World DJIM World TR 6,722.10 (1) (30) (25.8) (5.1) 5.7 6.3 8.6 30.9 28.2 19.7 

Developed DJIDEV TR 3,805.21 (0.8) (29.9) (24.8) (3.6) 6.5 7.1 9.2 31.6 27.4 23 

Emerging 

Markets 
DJIEMG TR 3,935.00 (2.9) (31.8) (33.9) (16.6) (0.8) (0.9) 2.9 22.7 35.3 (4.7) 

Saudi TASI 11,405.88 0 1.8 (2.5) 15.2 14.9 10.3 5.4 7.2 4.4 27.9 

NAREIT 
All REITS (EM 

Inc) TR 
2,404.86 (3.5) (31.4) (27.8) (3.5) (7.7) (1.8) 2.9 23.6 (9.2) 23 

GSCI 
All 

Commodities 
631.89 4 12.6 7.8 32.1 16 9.4 (0.5) 23.6 (9.2) 37.1 

Currencies Euro 0.97 (0.8) (14.5) (16.2) (9) (4.1) (3.8) (2.8) (2.2) 8.9 (6.9) 

  

Yen 148.67 (2.6) (22.6) (23.5) (15.9) (10) (5.5) (6.2) 1 5.2 (10.3) 

GBP 1.12 0 (17.4) (18.3) (7.3) (4) (0.6) (0.7) 3.9 3.1 (1) 

Source: Global Data as end of 14 October 2022. Saudi Market Data as end of 16 October 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. 
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