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EYES ON MARKETS

GLOBAL MARKETS

In 2023, the global markets witnessed a positive
trend by declining
expectations of rate cuts, alongside growing
enthusiasm for Al technology. Despite
challenges such as higher interest rates, regional
banking crises, and geopolitical conflicts, major
equity markets performed exceptionally well. Bond
markets also made significant progress during this
period.
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Moving ahead, as 2024 began, global markets
experienced their worst start in over two decades.
Initial optimism for swift rate cuts was tempered by
the release of FOMC minutes, revealing uncertainty
about the path and timing of rate adjustments by
Federal Reserve officials. However, analysts foresee
2024 as a favorable year for risk-takers, anticipating
early spring rate cuts by the FED and other central
banks, leading to a "soft landing” in the United
States and a quick exit from a mild recession in
Europe. Having said this, there are multiple possible

challenges  facing this scenario including
geopolitical, financial, and technological risks,
resulting in significant potential dispersion in
investment  performance. In this complex

environment, the careful selection of investment
themes, sectors, geographic areas, and asset
managers will be crucial for large asset owners in
2024.

In the current macroeconomic and market
landscape, SC maintains an optimistic short-term
view on liquid assets. The focus is on a positive
equities in developed markets,

especially in the US, with a cautious approach

outlook for

emphasizing the importance of prioritizing quality
stocks. The short-term outlook for the European
equity market is considered less vulnerable, leading
to a gradual increase in European equity allocation,
leveraging active management capabilities. While
retaining a favorable stance on Japanese and Indian
exposures in the Asia Pacific equity markets, we are
closely monitoring Japanese equities due to
potential risks associated with JPY appreciation,
particularly in the event of US rate cuts. We
recommend an overweight position in sukuk to
capture attractive yields while benefiting from
decreasing US rates. In the medium term, we
anticipate that Central Banks' monetary policy will
exhibit less predictability than currently perceived
by the markets.

REGIONAL MARKETS

SPSHDSLT increased by 7.7% as cumulative inflows
in the Net Foreign Portfolio Investment (NFPI) for
the month exceeded USD490mn. Local cement
sales recorded flat performance YoY decrease in
December 2023 vs 5% decrease in November 2023
as mortgages recorded a 1% MoM decrease and
reduced YoY fall to 9% vs 27% last month as interest

rate outlook stabilized. PMI for December 2023
remained unchanged MoM at 57.5, while banking
deposits grew 7.5% YoY in November 2023 vs 9.2%
in October 2023, inflation inched up to 1.67% in
November 2023 vs 1.62% in October 2023. Value of
POS + ATM transactions per terminal decreased by
7.5% YoY in November 2023 vs 13.3% decline in
October 2023. Mortgages sales amounted to
SAR6.9bn in November 2023 vs SAR7.1bn in October
2023. Saudi Budget for 2024 was announced with
2023 estimate at SAR1.19trillion and 2024 forecast
at  SART1.17trillion ie, -1.6%
Expenditures are expected to fall by 1.9% YoY;
hence, the deficit remains almost unchanged YoY.
We estimate that to achieve targeted oil revenue
Brent should yield USD77 average price for 2024.
Moreover, considering disbursement trends across
government entities the Capex is expected to be
+22% for FY2024. Aggregate unemployment rate
dropped to 5.1% in 3Q 2023, reflecting a decrease
of 0.7 percentage points YoY, total assets of the
Saudi Central Bank in November rose by 3.25% MoM
to reach USD485.6 billion, and net foreign assets
went up 2.89% to reach USD418.1 billion.

movement.

In terms of reforms, a new package of tax
announced, including
income tax, to multinational

incentives  was zero
percentage of
companies for 30 years in the event of relocation of
their regional headquarters to Riyadh. Moreover,
Saudi Arabia's Cabinet approved the contractual
regulations for firms that do not have regional
headquarters in the Kingdom. The government has
previously stated that it will not award contracts to
any foreign company or commercial entity with
headquarters outside the Kingdom starting from
January 1, 2024. Furthermore, it was announced
that insurance sector jobs will be localized effective
from 15 April 2024. Last but not the least, Saudi
Tadawul Group and Shenzhen Stock Exchange
signed an MoU to enhance cooperation and explore
new opportunities in several areas.

In terms of key developments, Saudi government
unveiled USD92 billion investment plan for Expo
2030. Tourism ministry said that Saudi Arabia will
create as many as 250k jobs during its hosting of
Expo 2030 in Riyadh. As an update it was announced
that contracts worth USD2.67 billion have been
awarded so far in the Qiddiya City project towards
achieving 2030 targets.
ministry announced that to build capacity and avert
inflationary pressures / supply bottlenecks some of
the projects under Vision 2030 have been extended
up till 2033 7/ 2035. NEOM announced the launch of
its company Topian,

However, the Finance

which aims to develop
sustainable and innovative solutions for food
production, distribution and consumption and
Knight Frank issued a report wherein it is estimated
that private education sector will require an

additional 214K seats by 2035, with Riyadh needing

c63.5K seats and Jeddah c42.6K. Simultaneously, the
National Industry Strategy signed contracts worth USD
$133 million.

Brent recorded a -7% movement in December 2023, MSCI
Emerging Market Index registered 3.7% increment, MSCI
World Index jumped up 4.8% and Bloomberg Commodity
Index declined 3.1%.
increased to 3.3% YoY vs 3.1% in November while monthly
run rate increased to -10bps vs -20bps in November and
31bps YTD average. Core inflation came down to 3.15% vs
3.39% last month.
factoring in the interest outlook for 2024.

US inflation data for December

It seems that the market started

Going forward, we believe that both global and local
markets know that interest rate decline in 2024 is
forgone conclusion. Key differential the quantum
estimation ranging from 100-200bps. We subscribe to
the 200bps reduction
forward. TASI is likely to register a 13% YoY increase in
earnings so by December 2024 we might see TASI close

to 14,100.

in expected 12-month rate

Consumer Price Index in the US
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> GLOBAL MARKET INDICES
Y
nA:l Region/sector Index Quote MTD (%) YTD (%) 1Y 2 3Y U 10¥ 2021 2022 2023
(%) (%) (%) (%) (%) (%) (%) (%)
Y world DJIM World TR 9,198.53 (0.5) (0.5) 20.6 1.0) 41 13.2 9.8 19.7 (24.2) 27.0
A
Developed  DJIDEV TR 5,302.97 (0.3) (0.3) 235 03 5.9 14.3 10.4 23.0 (24.2) 20.4
LVYI4  Emerging DJIEMG TR 4,498.21 3.2) 3.2) 3.9) 2.7) (10.6) 3.8 41 (.7) (24.2) 6.4
Foa  Merkets 498, . . . . . 4 . . . .
SV saudi TASI 12,136.90 14 14 13.0 07 10.8 8.0 3.4 27.9 (6.4) 14.2
ALY NAREIT AIlREITS 2,905.74 (.2) (1.2) 23 (8.0) 1.4 18 4.0 23.0 (23.6) 0.8
(EM Inc) TR
Y Gsa é!mmodities 533.73 (0.4) (0.4) a1.0) (5.3) 7.2 5.8 (.3) 37.1 8.7 (12.2)
A
Euro 1.10 (0.6) (0.6) 11 @.1) 3.5) (0.9) 2.2) (6.9) (5.8) 3.1
Y .
P Curencies  Yen 145.76 3.2) 3.2) (11.3) (11.3) 10.7) 5.7) 3.3) (10.3) (12.2) (7.0)
GBP 1.27 0.1 0.1 4.4 (3.6) 2.3) 2.9 0.6 (1.0) (10.7) 5.4
Y
ALl

Source: Global Data as end of 12 January 2024. Saudi Market Data as end of 14 January 2024.
.:lvn *All values beyond 1 year are annualized
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IMPORTANT INFORMATION
A
You should read this.
Y
EAE 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
TV 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.
:E' |:1' 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
A

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
.:Iv':' 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

':lA.:l 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

l:lvn possession or distribution of this document.

AL . . 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

.:'V':I 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.

':lAl: 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

.:IVI:I 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

':IAE 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.

VY

':IAI:' 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

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

A
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

I:lv':I 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

':IAE 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

:Iv':' should not treat the contents of this document as advice relating to legal, Shari'ah, taxation, investment or any other matters.

AL

|:IVl:| 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
':lAl:l 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

V|
l:l ':l necessarily indicative of future results.
AL
A
|:IVl:| 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. 24C04
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