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October Monthly Review

A summary of key events and market trends during the
month of October
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Global Markets Update

» Global equity markets have lost somewhere between 8 —
10 % of their value since the highs in July. The S&P 500 and
the Nasdaq are down around 8.6 % while the Dax has done
marginally worse at down 9.8 %.

» Ina continuing fashion, China has managed to underperform
once again with the Hang Seng China Enterprises Index down Markets

around 15 % in the same period. . .
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> » President .Bldel.‘l and President Xi are scheduleq to meet in holdlng pattern
s San Francisco in November and any constructive dialogue

> will be welcomed by global investors.
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8 » The Federal Reserve met yesterday and with the economy Developments in the
= and employment continuing the strong momentum and Middle East and the

—

g inflation decelerating they indicated no desire to hike nor cut interest rate outlook
9 rates in the short term. This has been our long-held view, and have, for now, reduced
c‘)’ we expect the Fed to be on hold for the next few meetings. the appetite for risk

ts.
» The employment numbers need to be watched closely as assets

very often they are a lagging indicator of economic activity
and any developing softness here could indicate that the
economy is already heading onto a slower path.

» The Bank of Japan continues to indicate no desire nor
intention to normalize policy like its global peers have. In his
comments vyesterday Governor Ueda referenced weak
inflationary pressures in the out years despite stronger than
desired inflation in the short term. The Japanese Yen has
weakened to 150 per US Dollar and we see increasing chatter
of FX market intervention.

» The situation in the Middle East led to a brief spike in the
Volatility Index (VIX) to over 20 and, while we watch this
closely for signs of building investor unease, has now settled
below that important pivot level.
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Key markets

Month to Date
Index (%) Year to Date (%)

Topix -3.00 19.14
Hang Seng China Enterprises -4.66 -12.58
Dax -3.75 6.37
Euro Stoxx 50 -2.72 7.05
S&P 500 -2.20 9.23
Dow Jones -1.36 -0.28
2 Nasdaq 100 -2.08 31.72
2 US 10 Year Treasury 0.36 1.06
§ Bloomberg Barclays Global
= Corporate Investment Grade Index -1.20 -3.38
E Bloomberg Barclays Global
§ Corporate Bond High Yield Index -0.95 4.05
- EUR USD 0.02 -1.21
8 uUsD JPY 1.55 15.68
2 Gold 7.32 8.76
o

» The Biden Administration continues to develop plans to help develop broad swathes of the
US economy. From the initial infrastructure spending to the CHIPS Act to hydrogen facilities
being built out, the focus now is on developing over 30 technology hubs across various
states. While the funding for the latest endeavor comes from earlier programs it
demonstrates the process of investing in growth areas that has now become a consistent
theme. The multiplier effects of such investments lead to stronger growth down the line
and will likely temper any weakness on account of the drag from higher interest rates.

» Hang Seng continues its yearly underperformance, with the divergence from Nasdaq now
at a staggering 44%. Only a substantial and concerted effort from the government and local
central bank, as well as increased visibility for business developments, will be able to finally
lift this market from depressed levels

» European equities have recently underperformed their American counterparts as we
expected, we believe this trend has more room to go
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SGMC Forward Views

SGMC Forward Views
. High
Asset Class Avoid Reduce Hold Add On L MNotes
Convinction
Equities
. Use volatility to gain exposure via short puts or deep
US Equities .
out of the money Fixed Coupon Notes
. Structural, geopolitical and Chinese slowdown make us
EU Equities R .
bearish European equities
Chi Equiti 5till waiting for a catalyst to move valuations higher -
nese tquitles this will likely take more time
Emerging Market Equities Strong US dollar will weight on EM going forward
; Bonds
; . Relatively tight credit spreads do not yet offer
Q High Yield .
S compelling entry levels - hold
& Investment Grade High nominal and real yields attractive at these levels
We see the current environment as close to peak interest
= Government Bonds pe
i rates
E FX & Alternative Asset Classes
(@] Higher American rates to continue supporting the US
2 US Dollar Index dollar - Would short USD on further significant rallies
E Commodities Higher rates to weigh on this asset class
0 We expect private markets to be marked down and
Private Equity / Hedge Funds
8 quity / 4 follow the correction largely seen in public markets
O Rentals will continue rising providing good yields, but
O Real Estate prices will come under pressure with increased
mortgage rates
Collectibles Uncorrelated with markets

» We upgrade Investment Grade bonds to High Conviction as the risk reward across the curve
looks compelling. We anticipate the possibility of gains over the next 12 months coming
mainly from duration as well as tightening spreads for higher quality issuers.
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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.




