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A summary of key events and market trends during the
month of December.
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» Equity markets have traded broadly flat to higher after the Fed Reserve
> latest Federal Reserve meeting and appear to have digested icat
o well the quicker pace of tapering communicates
> .
2 quicker taper ...
- » The US two-year bond now trades at around 75 basis points
% which is at the highs for the year
o
= » Over the last month however, the tone from the US Federal At t.he last rr.mnetary
o Reserve has taken a decidedly more hawkish turn policy meeting for the
-g year Powell appeared to
= » Fiscal spending plans and in particular President Biden’s speed up the reduction
8 Build Back Better initiative will be closely followed as these of asset purchases

will provide further impetus to the US economy

» The Volatility Index (VIX), which peaked around 35 at the
start of December on concerns related to Fed policy and the
omicron variant, has now settled back down to around 17
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Key markets

Month to Date

(%) Year to Date (%)

Topix 3.32 10.40

Hang Seng China Enterprises -1.58 -23.30

Dax 5.20 15.79

Euro Stoxx 50 5.79 20.99

S&P 500 4.36 26.89

Dow Jones 5.38 18.73

Nasdaq 100 1.14 26.63

US 10 Year Treasury - 0.11 pts 0.53 pts

Bloomberg Barclays Global

Aggregate Index -1.28 -26.30

EUR USD 0.28 -6.93

usD JPY 1.69 11.46

Gold 3.08 -3.64

Recap of the year ...

2020 ended on a strong note with the nascent but positive news that multiple vaccine candidates would be
available in short order. The Federal Reserve, European Central Bank and other central banks had pushed
the pedal to the limit to ensure that the global monetary and payment system did not collapse on itself. This
led to asset prices being well supported after the initial steep correction and finished the year at or close to
all-time highs.

This rally continued into the new year with all manner of risk assets putting up a strong showing in the first
quarter. Digital currencies and meme stocks hogged the spotlight and in the case of the latter managed to
deliver significant losses to even some well-established hedge funds.

January 2021 saw the inauguration of President Biden and with that an expectation of a change in tone and
policy from the White House. The key issue to be addressed around the world was the delivery of the
vaccines in as effective and speedy a manner and a coordinated and collaborative approach would likely be
the best way to achieve this outcome.

Given the low base effects from the previous twelve months inflation started to rear its head and led to
higher readings across both, consumer and producer prices. This led to an expectation the Federal Reserve
would sooner rather than later tighten policy; expectations that, at the time, the Fed quickly dismissed on
account of their opinion of inflation being “transitory” in nature and would help seed the next rally.
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In the second largest economy of the world, things were to play out differently. Starting in November 2020,
with the suspension of the Ant Group IPO, and what would be a thread through 2021, regulators started
taking a closer look at multiple industries and businesses. In many cases they concluded with stringent
measures that would put the viability of the enterprise in doubt and in others, significantly alter the future
strategic path. All this was done in the name of “common prosperity”, an initiative to broad-base the gains
accruing to the segments of the economy that were growing.

Along the way Chinese real estate giants started feeling the heat too; a lack of availability of funding led to
significant pressure on operations and some leading names in the sector have lost anywhere from 60 —90 %
of their market capitalization. The monetary authorities have of late seen the overall impact to the sector
and have made some attempt to alleviate the funding pressures.

Germany and Japan saw leadership changes; more planned and expected in Germany than Japan. Angela
Merkel ended her sixteen-year tenure as Chancellor and passed the reins to Olaf Scholz of the SDP. In Japan
Prime Minister Suga bowed out, in part due to the continuing COVID situation and has been replaced by
Fumio Kishida. We do not expect either of these changes to bring any major immediate changes to policy.

Heading into the end of the year, inflationary pressures continued to persist and amplify; partly driven by
supply chain constraints, attitudinal changes to employment as well as the lagged impact of tighter
immigration policies and the continuing impact of the retiring Baby Boomer generation. All told, however,
we are now likely to see the higher base effects and easing supply chain issues leading to lower price
pressures going forward.

Jerome Powell flipped and flopped during the twelve months and, all told, has managed to telegraph the
expectations of the front-end of policy normalization to market participants fairly well. As would be
expected, his take through the year will be closely followed and analyzed.

Another year of living with the virus and the ebb and flow of travel and other restrictions has resulted in
some fatigue. At the same time, the efficacy of the vaccines, the speed of their development and the news
of oral antiviral treatments likely being available soon has provided a reason to be optimistic. The latest
variant, omicron, created a stir initially; however, continuing assessments indicate a rapid spread in
conjunction with an exceedingly mild form of illness and in most cases existing vaccines have proven highly
effective.

President Biden delivered a meaningful Infrastructure Bill of around USD 1.2 trillion and also ensured
passage and raising of the debt ceiling to a level that would see the US economy past the mid-term elections
this year. His Build Back Better initiative is now up for discussion and, while negotiations have been
protracted, we would expect this to eventually pass before the upcoming elections in November.

Volatility displayed its usual gyrations and, in general, and in line with our expectations did not create any
lasting concerns. At the start of 2021 it continued to tick lower and then spent the most part of the year
below the critical level of 20. The illiquid trading around the Thanksgiving holidays coupled with interest
rate and COVID concerns resulted in a brief spike in the volatility index (VIX) early December; the continuing
easy global liquidity position resulted in asset prices stabilizing and the VIX quickly retreated back heading
into the end of the year.
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All information in this report has been obtained from Bloomberg sources except where indicated otherwise. All data in this report is as of
the last international business day except where indicated otherwise.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”,
“believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”,
“can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such forward looking statements are based on
assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual
results to differ materially from those expressed in any forward-looking statements. Readers are cautioned not to place undue relevance on
these forward-looking statements. SGMC Capital expressly disclaims any obligation to update or revise any such forward looking statements

to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of unanticipated events

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

This report is for information and illustrative purposes only; it is in no way a recommendation, or an offer or solicitation to buy or sell any
investment products, but only factual information being provided. SGMC Capital will not be held liable for any information provided in this
document which is stated to have been obtained from third party sources, this information may be based on assumptions or market
conditions and may change without notice.

The information in this report was prepared by SGMC Capital and is current as of the date of the report. The information contained herein
has been obtained from sources that SGMC Capital believes to be reliable, but SGMC Capital does not guarantee its accuracy, adequacy,
completeness, reliability, or timeliness, and will not be held liable for any investment decisions made based on this information. Moreover,
SGMC Capital is not responsible for any errors or omissions or for the results obtained from the use of such information. All information and
estimates included in this report are subject to change without notice. This report is intended for qualified customers of SGMC Capital.

Past performance does not guarantee future results. Investment products are subject to investment risks, including possible loss of principal
amount invested.

You may not redistribute this report without explicit permission from SGMC Capital.




