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@ Global Markets

Equities Extend Rally as Fed
Delivers Second Rate Cut and US-
China Tensions Ease

Global markets advanced in October, supported by
moderating inflation, solid corporate earnings, and
continued monetary easing. The MSCI All Country
World Index rose 2.18 percent, recording its
seventh consecutive monthly gain, as investor
optimism grew around the prospect of a soft
landing for the global economy. The Federal
Reserve delivered its second 25-basis-point rate
cut, bringing the policy rate to 3.75-4.0 percent
amid signs of a cooling labor market and contained
price pressures. Bond markets strengthened for a
third straight month as the Bloomberg US
Aggregate Bond Index rose 0.6 percent, with the
10-year Treasury yield declining from 4.16 to 4.11
percent. Mortgage-backed securities led fixed-
income returns, while Treasuries and corporate
bonds also delivered gains.

Geopolitical sentiment improved after a preliminary
US-China trade deal that paused tariff escalations
and eased rare earth export restrictions. Meanwhile,
President Trump and President Xi's meeting
signaled progress on agricultural trade and fentanyl
regulation. Despite a record US government
shutdown lasting 31 days and a partial data
blackout, investors remained focused on monetary
easing and robust corporate earnings.

Al Momentum and Strong
Earnings Drive Global Equity
Gains

Equities extended their rally in October as artificial
intelligence  momentum and strong corporate
results continued to drive performance across
major markets. In the United States, the S&P 500
gained 2.3 percent, its sixth straight monthly
advance, while the Nasdaq rose 4.7 percent, led by
Al-linked large caps and resilient consumer
demand. Nearly 83 percent of reporting companies
beat earnings estimates, highlighting the strength
of corporate fundamentals.

In Asia, the MSCI Asia ex-Japan Index climbed 4.5
percent, driven by South Korea's 23 percent surge
and Taiwan's 10 percent gain, as semiconductor
and Al-related sectors benefited from improving
trade sentiment. Japan's Nikkei 225 reached record
highs above 52,000, supported by policy continuity
under the new prime minister and a weaker yen.
European markets advanced by 2.4 percent as
inflation eased to 2.2 percent and the ECB held
rates steady, while the UK's FTSE 100 gained 3.7
percent amid lower gilt yields and energy sector
strength. Emerging markets outperformed, with
the MSCI EM Index up 4.2 percent, marking its
strongest run since 2017.
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Credit Events and Policy Risks
Temper Optimism

Despite the positive backdrop, credit and policy
concerns introduced volatility. A series of corporate
bankruptcies and fraud allegations, including those
involving First Brands Group and Tricolor Holdings,
unsettled regional banks and business development
companies before stabilizing later in the month. The
US government shutdown, the second-longest in
history, extended to 31 days and was estimated by
the Congressional Budget Office to trim fourth-
quarter GDP by roughly one percentage point.
Inflation edged up slightly to 3.0 percent in
September, below expectations, while futures
markets reflected a 70 percent probability of
another Fed rate cut in December.

Overall, October reinforced investor confidence in a
soft-landing scenario, but elevated valuations,
political uncertainty, and fragile credit markets
suggest volatility may persist. Maintaining
diversification, selective exposure, and disciplined
risk oversight remains key as markets approach
year-end.

@ Regional Markets

Saudi Market Gains Momentum
in October amid Rising Foreign
Participation

The Saudi equity market extended its rebound in
October, with the Tadawul All Share Index (TASI)
rising 1.3% month-on-month to close at 11,656
points, supported by resilient domestic liquidity and
a pickup in foreign inflows. Trading activity
remained healthy, totaling SAR 122.3 billion, only
slightly below September's strong levels. Gains
were led by the Utilities (+10.9%) and Consumer
Discretionary (+8.7%) sectors, while Materials and
Banks accounted for nearly one-third of total
market turnover.

Investor sentiment improved as corporate earnings
proved resilient despite softer oil prices, and
qualified foreign investor (QFI) ownership increased
to 11.12% of free float, continuing an upward trend.

The market's breadth remained positive, with 11 of
21 sectors advancing, while the overall index is
down 3.2% year-to-date, reflecting stabilization
after mid-year volatility.
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Preliminary 2026 Budget Emphasizes Fiscal Discipline and Diversification
Momentum

The Ministry of Finance's FY2026 Pre-Budget Statement projects continued fiscal discipline and growth
momentum as Saudi Arabia enters the third phase of Vision 2030, focusing on sustainable diversification and
spending efficiency amid moderating oil revenues. Total revenues are forecast at SAR 1.15 trillion, with
expenditures of SAR 1.31 trillion, resulting in a deficit of about SAR 165 billion (3.3% of GDP), which is
expected to narrow over the medium term. Non-oil revenues are set to rise on the back of tax and fee
reforms and robust activity across tourism, logistics, and technology, while public debt remains sustainable at
below 30% of GDP supported by strong reserves and proactive debt management. The 2026 budget
maintains priority spending on health, education, infrastructure, housing, and technology, reinforces social
programs, and preserves fiscal flexibility to respond to external shocks. Inflation is expected to average
around 2%, and real GDP is projected to grow by 4.6%, driven by non-oil activities now contributing more
than 55% of GDP.
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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 (i) to all of the terms of the foregoing. 25C154

© 2025 All rights reserved SEDCO Capital. South Tower, Red Sea Mall, King Abdulaziz (Malik) Road, PO Box 13396, Jeddah 21491, Saudi Arabia, Tel
+966 12 690 6555 Email info@sedcocapital.com | www.sedcocapital.com CMA License 11157-37
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