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Geopolitical Risks and Sector
Rotation Shape Equity Markets

Global equities delivered mixed returns in July as
markets shifted between geopolitical risks and
concerns over the sustainability of the Al
investment cycle. Escalating US-Iran tensions briefly
pushed Brent crude above USD 100 per barrel,
driving commodities sharply higher before
geopolitical concerns eased. Developed market
equities were broadly resilient, with the MSCI World
gaining 0.5% in USD terms, but performance
diverged significantly beneath the surface: energy
and financials rallied while technology corrected,
allowing value stocks to outperform growth by
more than six percentage points. Emerging markets
fell 3.0%, driven by sharp declines in
semiconductor-heavy South Korea and Taiwan,
partly offset by a strong 9.0% gain in China.

Strong Earnings Drive Greater
Selectivity within Al

Corporate earnings remained supportive, with S&P
500 earnings on track to grow 36% year-on-year
and 85% of reporting companies exceeding
expectations. However, strong results were no
longer sufficient to sustain elevated technology
valuations, as investors increasingly focused on
whether substantial Al capital expenditure can
translate into attractive returns and sustainable
cash flows. Semiconductor stocks came under
particular pressure amid high valuations, export-
control concerns and China's technological
progress, with the MSClI World Semiconductors
Index falling 13.2%. The rotation suggests that the
Al theme remains structurally intact, but markets
are becoming increasingly selective and rewarding
companies able to demonstrate durable earnings
and returns on invested capital.

Inflation Concerns and Resilient
Growth Weigh on Fixed Income

Global fixed income weakened in July as higher
energy prices, resilient economic activity and
persistent inflation concerns prompted investors to
reassess the outlook for monetary policy. Major
developed-market central banks kept policy rates
unchanged, but a more cautious tone reinforced
expectations that rates could remain higher for
longer, pushing government bond yields higher
and the Bloomberg Global Aggregate Bond Index
down 0.5%. US Treasury yields rose across the
curve, while longer-duration investment-grade
credit was particularly affected by higher
government yields and increased bond issuance
from hyperscalers financing Al infrastructure.
Despite these pressures, underlying economic
activity remained resilient, suggesting that July's
volatility reflected primarily a repricing of inflation,
interest-rate and valuation risks rather than a
material deterioration in global growth.
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Higher Rates and Softer Liquidity
Weigh on Saudi Equities

Saudi equities remained subdued in July, with the
TASI declining 1.9% to 10,590 points, although the
index remained approximately 1% higher year-to-
date. Market activity also softened, with total traded
value falling 20.5% month-on-month to SAR 86.1
billion. Performance was highly selective, with only
three of 21 sectors recording gains: Healthcare led
with +3.7%, followed by Energy at +1.3%, while
Media and Insurance declined sharply. Higher global
interest-rate expectations remained a headwind,
although stronger energy prices provided some
support, with Brent crude rising sharply during the
month.

Resilient Non-Oil Activity
Supports the Domestic Outlook

Saudi Arabia's underlying domestic economy
remained resilient despite weaker headline GDP,
with Q2 real GDP declining 4.8% year-on-year
primarily due to a 24.4% contraction in the oil
sector, while non-oil GDP still expanded 0.6%. The
non-oil PMI remained robust in July, supported by
stronger new orders and domestic demand, while
consumer spending was 6.1% higher year-on-year
in June. Banking fundamentals also remained
supportive, with deposits growing 8.9% and credit
7.3% year-on-year, while inflation remained
contained at 1.8%. Fiscal conditions improved
during the second quarter, with higher oil and non-
oil revenues helping narrow the budget deficit
sharply to SAR 34 billion, providing continued
support for domestic economic activity.
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Global Data: As End Of: 31-July-26
Saudi Market Data: As End Of: 30-July-26
Reglon/sector  Index Quote MTD YD v 2y 3y 5Y 10y 2023 2024 2025
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)
World DIMWorld TR 1455364  (24) 117 233 176 176 9.9 135 270 180 194
Developed DJIDEV TR 836954  (23) 115 231 173 178 105 140 294 185 192
Emerging DJIEMG TR 730010 (25 138 254 206 158 40 9.0 6.4 133 218
Markets
Saudi TASI 10589.72  (1.9) 0.9 @0 63 B35 (08 53 14.2 06 (128
NAREIT All REITS TR 3,726.26 2.7 123 178 113 9.8 22 39 9.8 16 110
Gscl All Commodities  686.15 108  25.1 239 115 50 49 73 (122) 26 0.2)
Euro 1.15 0.9 (1.9) 1.0 32 16 (0.6) 03 3.1 62) 134
Currencies Yen 157.40 33 (0.4) (4.2) (2.4) (3.3) (7.0) (4.2) (7.0) (10.3) 0.3
GBP 1.35 17 0.1 2.1 24 17 23 18 54 a.7) 7.7

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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