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July Monthly
Review

A summary of key events and market trends during the
month of July.
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SOMHAPITAL

Global Markets Update

>

July saw one of the best months for risk assets since 2020
with investors reading the recent Federal Reserve meeting as
dovish

While inflation has not turned lower in the US, prices of many
commodities are down significantly from their recent and all-
time highs

Wages and rental prices are proving to be a lot stickier,
however and we believe it will be some time before the likely
slowdown in employment will start detracting from the
inflation indices

From a peak in overnight Federal Funds rate of around 3.50 %
interest rate markets now price in a slightly lower peak at
3.25 % in February 2023

More than half the S&P 500 companies, representing around
70 % of its market capitalization, have reported earnings.
There have not been many significant surprises and most of
the large cap names have reported good numbers and
forward guidance

The Volatility Index now trades at its lowest level since April
and indicates a lower need to hedge exposures. At a reading
of 21 it is close to the important pivot level of 20 and while
we do not expect short-term risks to abate completely, we
expect a breach of that level to occur in the next few months.
We continue to look for opportunities to trade volatility and
enhance portfolio returns
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Looking
forward to rate
cuts in the US ?

Not so fast ... while the
market is pricing in the
full first Fed rate cut in
May 2023 we believe
that inflation may yet
prove to be sticky in the
short-term and hence
that is not worth
bringing front and center
at the moment
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Key markets

Month to Date

Year to Date (%)

Index (%)
Topix 3.71 -2.61
Hang Seng China Enterprises -10.19 -16.40
Dax 5.48 -15.11
Euro Stoxx 50 7.33 -13.73
2 S&P 500 9.11 -13.34
-g Dow Jones 6.73 -9.61
r Nasdaq 100 12.55 -20.66
%‘ US 10 Year Treasury -0.36 1.14
= Bloomberg Barclays Global
§ Aggregate Index 2.13 -12.08
> Bloomberg Barclays Global
= Corporate Bond High Yield Index 4.04 -13.51
EUR USD -2.52 -10.11
uUsD JPY -1.81 15.81
Gold -2.29 -3.46

Recap of the month ...

If there ever was textbook dovish hike, what Jerome Powell delivered at the end of July would be a leading
candidate for that moniker.

Raising rates by 75 basis points for the second time in succession and calming markets anxious about the
expectations for further hikes Powell’s actions and post-meeting press conference has reduced the
anticipation of continuing tight policy.
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We do not expect this to now immediately translate to easy policy going forward. Inflation readings are still
coming in high and services businesses continue to be able to raise prices. In particular wages and house
rents are proving to be intransigent.

Having said that, given the multiple rounds of negative headlines investors have been subjected to since the
start of the year, investors were positioned for a far worse outcome. The net post-meeting outcome was
investors re-allocating to risk assets with determination and led to July being the best month for equity
prices since 2020. We are of the view that barring significant negative news from the Ukraine conflict the
markets could have seen a durable short-term bottom during the lows of June.

Curve inversion : US Treasury vields still inverted out to 10 years — more sharply at the front end and the 30
year vs 2 year un-inverts; a minor positive.
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Corporate results, not surprisingly, haven’t been the most optimistic and yet given investors’ recent
pessimistic expectations have been better than feared. We continue to expect the large cap technology
names to deliver stronger than expected results as they position for a slower growth world but have
considerable leeway given their strong value propositions and resultant healthy cashflows and balance
sheets.

The US has recently had positive developments by way of constructive policy. The $ 52 billion CHIPs For
America Act has received bipartisan support and should be signed into law by President Biden imminently.
On the cards is another sweeping work of legislation which would address health care, tax reform and
climate change. At north of $ 400 billion, this again will likely generate a fair amount of upside to the
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economy as investment is made in critical areas and includes provisions for it to be self-funded and is
expected to generate a surplus, thus contributing to a reduction in the deficit.

We expect Western European economies to continue to feel some pressure as the European Central Bank
does it’s best to curtail inflation while firms and individual consumers contend with poor visibility on energy
supply. The hit on sentiment over the last six months cannot be overstated.

Regulatory policy in China continues to rein in the consumer technology sector and there is not much
visibility as to when this would end. Further, the real estate sector continues to lurch from one issue to the
next; the latest being rampant non-payment of dues on under construction projects. This has prompted the
government to announce measures to support the sector as well as the broader economy but more is
needed and at the moment does not seem to match the pace at which it is required.

We expect the levels of asset volatility to slowly grind lower as investors realize the unwinding pressure on
levered positions over the last six months has likely run its course. We now trade at around 21 on the index
and very close the pivot level of 20 below which more allocations to risk assets would be expected.
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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.




