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January Monthly Review

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

>

A fairly uneventful January and the Japanese Topix Index has
taken the lead with a strong outperformance for the month.
Multiple factors including stronger corporate governance
and a focus on shareholder returns contributing to the
overall returns

Early US corporate results are coming in mixed and that has
led to a slightly tepid performance on the markets. Having
said that with fairly easy monetary policy expected for the
next 12 months we would not be too concerned about
overall outcomes for the economy

At its meeting yesterday the US Federal Reserve pushed back
on rate cut expectations. While the market continues to
expect close to six 25 basis point cuts for the full year, we
come in closer to three

We note that multiple equity markets are making new long-
term highs and, in some cases, all-time highs. In the current
low volatility environment there is some probability that a
benign macro outlook draws investors in to chase prices up

Such chase, if it were to occur, would need a catalyst in the
form of a “sexy” story. We believe the theme of Artificial
Intelligence could very well fit that bill. We’ve been around
when the dot com boom took place and see the potential for
Al to be the new poster child

To be clear we are early, committed and continuing believers
in the fact that Artificial Intelligence will shape our world in
the coming years and that commercial enterprises that tap
this potential will strongly outperform others. Having said
that we believe that the markets at times will get ahead of
themselves and that we might be on the cusp of such a move

The Volatility Index (VIX) continues to trade at sub-20 levels
and at times a low 12 handle. Global geopolitics could easily
push this higher and we expect to comment on that situation
a good deal more than in previous years. For now however,
with the index at around 14 the markets appear to not see
the need to protect portfolios
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Steady as she
goes ...

Most markets have
started 2024 in an
undramatic fashion and
we aren’t surprised with
that given the wide
dispersion of views that
now exists. Japan (+7%)
and China (-9%) are the
outliers
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SCMCAPITAL
Key markets

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

Topix 7.81 7.81

Hang Seng China Enterprises -9.96 -9.96

Dax 0.91 0.91

Euro Stoxx 50 2.81 2.81

S&P 500 1.59 1.59

Dow Jones 1.22 1.22

Nasdaqg 100 1.85 1.85

US 10 Year Treasury 0.03 0.03
Bloomberg Barclays Global

Corporate Investment Grade Index -1.38 -1.38
Bloomberg Barclays Global

Corporate Bond High Yield Index -0.19 -0.19

EUR USD -2.00 -2.00

uUsD JPY 4.17 4.17

Gold -1.14 -1.14

» The global geopolitical situation continues to get increasingly complex and, particularly,
the Middle East situation likely does not see quick resolution. With the US heading into an
election year and with multiple flashpoints heating up we expect news flow around
geopolitics to be a potential source of negative market reactions through the year

» As aresult and further on the back of very strong markets in 2023, where now valuations
are not as attractive, we are slightly lighter on equity positions than last year

» We own call options to play any equity upside and will look to use structured products to
create potential entry points into our preferred stock names at discounts from current
price levels while earning attractive yield for the portfolio
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SGMC Forward Views

SGMC Forward Views
" High
Asset Class Avoid Reduce Hold Add On R Notes
Convinction
Equities

. Less value after the recent rally, will look too use dips to add
US Equities o\:] P

. Challenging macroeconomic backdrop makes us wary of
EU Equities gine P v

potential corrections and limited growth potential

Chinese Equities

Emerging Market Equities

Bonds

High Yield

Investment Grade

Government Bonds

Still waiting for a catalyst to move valuations higher - this
will likely take more time

We remain positive on the area but exteremely selective. Our
top picks include India, Indonesia and Bratzil.

More visibility on rates declining over the coming 12
months, hence happy to add further.

While further capital appreciation potential is limited, we

like the space to lock in attrative yield and cash flow. Stay

invested and add to selective issues within the corporate
space

5 rate cut expectations seem stretched - dowgrade to "Hold"

FX & Alternative Asset Classes

US Dollar Index

Global Central Banks likely to reduce rates - Fed unlikely to
be the most dovish. Further appreciation limited but unlikely
to see a substantial decline

Commodities

As rates decline, commodities to find support.

Private Equity / Hedge Funds

We remain relatively underweight this sector

Real Estate

Declining rates likely to provide support. Asset class offffers
a good diversification play

Collectibles

Uncorrelated with markets

» Overall we remain mostly constructive on fixed income assets, which give you an attractive
yield and cash flow in a benign environment of declining interest rates

» This being said, we downgraded government bonds to “Hold” from “Add On” after the
recent decline in yields and current overly optimistic market expectations of over 5 cuts
throughout 2024 in both Europe and the US

» Withing Emerging Markets our preferred geographical focus is Asia, with India and

Indonesia in particular
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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”,

” o« ” o

“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.




