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EYES ON MARKETS

GLOBAL MARKETS

the
anticipations remain low with most of the world

Despite positive  revisions, growth
economies positioned at the edge of the
contraction phase of the business cycle, except
for India, Mexico, and Japan, which appear to be
at a mid/late expansion phase. Meanwhile, China
faces challenges that hinder its economic
recovery after the long-awaited reopening post
COVID-19. On another note, lower but above-
target inflation is expected in most developed
countries over the medium term, affecting
various asset classes and guiding investment
decisions and asset allocation strategies. In this
environment, a prudent approach is to maintain
a neutral stance on public equities, constructing
that

defensive components overweighting specific

a cost-effective portfolio balances
sectors and countries with a concentrated stock

portfolio to capture short-term positive trends.

Higher interest rates pose complexity for
Private Equity, but overweighting this asset
class with a long-term perspective can yield
higher performance, provided it follows a
approach with high-quality

investments and managers. A similar quality-

selective

driven, selective approach is advisable for Direct
Private Real Estate investments, avoiding office
and commercial real estate while focusing on
niche segments and geographies. Diversifying
into uncorrelated non-traditional asset classes
like
Timberland, and Insurance Linked Strategies
should also be considered for long-term

Private Infrastructure, Farmland,

investment portfolios.

REGIONAL MARKETS

SPSHDSLT decreased by 3.65% as cumulative

outflows from the Net Foreign Portfolio
Investment (NFPI) for the month exceeded
USD150mn. Local cement sales recorded a 8%
YoY decrease in September 2023 vs 10%
decrease in August 2023 despite mortgages
recording 33% MoM increase but fell 43% YoY
due to high interest rate environment. PMI for
September 2023 increased to 57.2 vs 56.6 in
August 2023, while banking deposits grew 10%
YoY in August 2023 vs 9.8% in July 2023, inflation
dipped to 1.95% in August 2023 vs 2.31% in July
2023. Value of POS + ATM transactions per
terminal decreased by 17% YoY in August 2023
vs 19% decline in July 2023. Mortgages sales
amounted to SAR7.4bn in August 2023 vs

SAR5.6bn in July 2023. Industrial Production

Index dropped9.5% YoY in July 2023 vs. July 2022
due to decline in mining and quarrying activities.

S&P confirmed the credit rating of Saudi Arabia
for both its domestic and foreign currency at
*A/A-1", with a stable outlook and size of GDP
reached USD1trillion wherein private sector
contributed 41%. The Government revised down
fiscal and macro projections whereby real GDP
is expected to grow 0.03% vs. earlier forecast of
3.1% and a budget deficit of 2% of GDP against
earlier projection of 0.4% surplus.

In terms of reforms, Ministry of Human
Resources and Social Development (HRSD), in
partnership with the Ministry of Health (MoH),
decided to localize private sector dentistry
professions by 35% starting from 10 March
2024, while government is planning to raise
USD11billion from a syndicated loan to finance
its investment plans. Simultaneously, it also
signed a start-up ecosystem agreement with
India.

In terms of key developments, KSA extended its
voluntary oil production cut of Tmn barrels per
day until the end of the year, resultantly, crude
oil exports in July fell to their lowest for more
than two years i.e., 6.01 million Barrels Per Day
down 11.6% MoM. KSA signed an MoU for an
economic corridor project connecting India
with the Middle East and Europe, while also
executing 47 MoUs in relation to trade ties with
India. Domestically, National Development Fund
and its affiliates and banks, pumped SAR14.1bn
(USD3.8bn) in financing, while National Housing
Co. announced delivery of over 30,000 units up
to September 2023 along with upcoming Riyadh
Season setting target to create 200k new jobs.
Electric Vehicles maker Lucid Group (Backed by
PIF) opened its first
manufacturing plant in Saudi Arabia bearing

international

155,000 units / year capacity, while initial talks
are underway with U.S. electric automaker Tesla
to set up a manufacturing facility in the
kingdom. Last but not the least, Crown Prince
“Soudah
luxury mountain

Mohammed bin Salman launched

Peaks” project envisaging
tourism destination at 3,015 meters above sea

level.

Brent recorded a +9.8% movement in
September 2023, MSCI Emerging Market Index
decreased by 3.7%, MSCI World Index registered
4.4% decline, and Bloomberg Commodity Index
flat. US

increased to 3.7% YoY basis and monthly run

inflation data for August further

rate also increased to 44bps vs 19bps in July and
46bps YTD average. At the same time core

inflation came down confirming the commodity price
especially energy price upward impact.

Going forward, we believe that both global and local
markets know that a major decline in inflation is
recorded and journey towards 2% target will be slow
and more painful than rewarding. Unless the FED
changes its course rapidly the softer landing can easily
be transformed into a painful recession needing
another round of QEs to come out of the pit. In Saudi
also we are amidst a correction before the index tests

12,000 levels towards the end of 4" quarter.

Major central banks hesitate on pausing rate hikes
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Apple, Microsoft, Amazon, Google, Nvidia, Tesla, and

Meta lead the US equity market
Exhibit 1: YTD Returns of the “Magnificent Seven” vs. the Market
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Sv# GLOBAL MARKET
':lAl:l . MTD YTD 1Y 2Y 3Y 5Y 10Y 2019 2020 2021 2022
Region/sector Index Quote

|:|V|:| (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%)
':lAl:l World DJIM World TR 5,789.73 (1.0) 12.9 15.2 (3.0) 4.9 8.6 )3 (5.0) 28.2 19.7 (24.2)
l:lvn Develo?ed DJIDEV TR 5,677.77 (0.9) 14.7 16.4 16.4 6.3 6.3 9.9 (5.2) 27.4 23.0 (24.2)
At E’\rﬂnaertf:sg DJIEMG TR 4712.71 (1.9) (2.5) 32 (14.0) (7.2) 2.1 33 4.4 35.3 4.7 (24.2)
I:lv':I Saudi TASI 6,831.16 (2.0) 35 (8.0) (2.8) 9.9 6.2 3.1 (4.5) 4.4 27.9 (6.4)
'JAE All REITS

NAREIT 6,066.20 (2.9) (7.6) (4.4) (13.2) (1.3) (1.2) 1.8 (6.1) (9.2) 23.0 (23.6)

(EMInc) TR
nvn All
':lAl:l GSCI Commodities 2,377.17 (4.9) (5.0) (9.7) 0.7 19.8 3.2 (0.9) 3.1 (6.1) 37.1 8.7
l:'vn Euro 1.21 0.2 (12.1) (3.3) (13.8) (11.0) (5.2) (4.2) (2.6) 5.2 (10.3) (12.2)
':lAl:l Currencies Yen 1.05 (0.5) 0.4 5.7 (5.6) (2.1) 1.6 (0.1) (3.5) 3.1 (1.0) (10.7)
Y GBP 0.92 0.0 (5.5) (2.5) (6.0) (2.4) (1.2) (1.7) (0.5) 6.7 27 (7.9)
A
Source: Global Data as end of 04 October 2023. Saudi Market Data as end of 04 October 2023.
nvn *All 2
values beyond 1 year are annualized
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':<IAI>:| IMPORTANT INFORMATION

VY You should read this.

A
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
I:lv':I 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.
':IAI: 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
v 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
|:I ':' 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
':lAl:l 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
Vv, 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
WY : B )
possession or distribution of this document.
AL
TV 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
'.: ‘1' 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.
AAL 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
I:lv':I 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
r -1 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
AAL 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
.:lv':' contained herein is confidential and may not be reproduced or circulated in whole or in part.
P
4AL 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
.:.vn 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
':lAl: estimate set forth herein, changes or subsequently becomes inaccurate. Prices and availability of financial instruments also are subject to change without notice.
.:IVI:I 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
':IAE 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 o apital or any of its products since the date of this document. Prospective investors
(W )] it is mad implication that there has b h in the affairs of SEDCO Capital fi d i he date of this d P ive i
':IAI:' should not treat the contents of this document as advice relating to legal, Shari'ah, taxation, investment or any other matters.
|:|VI:| 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
':IAI:I 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
or 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 financia
f i histi di ho h d fori di liquidity in their i | f i fl d th i | f fi ial
I:lv':I 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
':IAE necessarily indicati
y indicative of future results.
ﬂv':l 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
A i i i
other person all or any part of the accompanying documents; and (ii) to all of the terms of the foregoing.
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