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What moved the markets?

e GCC markets had a very positive year in 2021, supported by the sharp recovery in oil prices. The S&P
GCC composite index ended the year with gains of 31.4%, following a 4.0% rise in December 2021.
Abu Dhabi was the best performer among GCC markets, gaining 68.2% for the year followed by Saudi
Arabia with yearly gains of 29.8%. Kuwait markets gained 27.0% for the year shrugging off liquidity
concerns at the start of the year.

e Global equity markets marked a recovery in the month of December and ended the year positively,
with the MSCI World Index posting yearly returns of 20.1%. Among major developed economies, U.S.
and French markets outperformed with yearly gains of 26.9% and 28.9% respectively.

e Emerging Market severely underperformed mainly due to the poor performance of major markets
such as China, South Korea and Brazil. Increasing regulatory scrutiny and the clampdown of the
property sector in China led to its underperformance in 2021. Indian markets stood out with gains of
24.1% despite stretched valuations. As the volatility and risk sentiment in the market receded,
emerging markets picked-up in December.

e GCC fixed income markets witnessed marginal increase for the month of December, as the yields
offered by the GCC Sovereign bonds were attractive for investors, compared to their ratings.

e U.S Federal Open Market Committee (FOMC) voted to maintain the current Fed Funds rate at the
zero-lower bound (0.00% — 0.25%) and accelerate the pace of tapering its asset purchase program to
USD 30bn per month starting in mid-January from the current USD 15bn. Rather unexpectedly, Bank
of England increased its bank rate by 15 basis points to 0.25% for the first time since the pandemic
citing a more persistent outlook on inflation and a tighter labour market.

e Qil prices capped off a positive year by adding further to the gains accrued in previous months. Brent
crude extended its yearly gains to 50.2% after a 10.2% surge in the month of December. OPEC+
decided to proceed with a 400,000 barrel per day output hike for February as planned earlier during
their meeting on Jan 4, 2022. The move was broadly expected considering the pressure from the U.S.
to boost supply. Price of Natural Gas fell sharply for the month on increasing production, rising
inventory and warmer winters.

e Cryptocurrencies such as Bitcoin and Ethereum had their breakout in 2021, with many investors
considering cryptocurrencies as a mainstream asset class. There was also noticeable institutional
buying of Bitcoins during the year. Bitcoin and Ethereum enjoyed a bull run in 2021 while the year also
witnessed the emergence of several altcoins (cryptocurrencies other than Bitcoin).

e Though on a MTD basis the outperformance of the ESG stocks was not material, on an YTD basis USA,
Japan and Pan Arab ESG indices has generated excess returns of around 3-4% points. It was long
argued that ESG funds exhibit their resilience in times of market downfall and tend to underperform
when the markets perform well. But the 2021 outperformance has proven otherwise.
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Equities — Kuwait

Kuwait markets ended the year positively, with the
recovery in oil prices supporting gains. Kuwait All
Share index gained 27.0% in 2021, following a rise of
3.7% in December.

Among sectors, Boursa Kuwait's Consumer
Discretionary sector was the top gainer, rising 9.9%
for the month, followed by Financial Services at 5.5%.
Technology sector index declined the most, falling
7.8% for the month. Banking sector index was up by
4.2% in December.

Kuwait’s performance throughout the year has been
positive despite concerns pertaining to liquidity after
an impasse over the passage of a debt law that allows
the state to tap the international debt markets for
funding. The sharp recovery in oil prices alleviated
these concerns and paved way for the recovery of the
economy, which in turn supported the gains in
Kuwaiti equities.

Kuwait’s 9M 2021 corporate earnings indicate that
companies are on a path of gradual recovery.
However, they have not reached pre-pandemic levels
yet in terms of profitability. Banking stocks, which
constitutes more than half of Kuwait’s listed space by
market capitalization, has witnessed their 9M 2021
earnings rebound 72% compared to 9M 2020.
However, they are still 16% lower than 9M 2019.

Kuwait’s real GDP is expected to grow by 4.3% in 2022
supported by higher oil prices during the vyear
according to the IMF. Inflation remains a key worry
moving into 2022 due to supply chain shocks and
rising global food prices.

According to World Bank’s lead economist for the
Gulf, Kuwait had made least progress among GCC
states to reform its wage bill. He has also stated that
hiring has increased in recent years with one-third of
the Kuwaiti civil service has been recruited in the past
five years, making the wage bill unsustainable.

Among Premier Market stocks, Burgan Bank and Gulf
Bank were the top gainers during the month, rising
16.2% and 14.3% respectively. Boursa Kuwait and
Kuwait Real Estate Company end the year as the top
gainers among Premier Market stocks in 2021.

Market Performance & Key Metrics

Returns

Kuwait Mkt. Cap. 57
Index USD Bn. o

( ) 2021 O,
All Share 139 3.7% 27.0% 9.0% 124 176
,F:/Taermk;etr 104 4.0% 262% 11.0% 13.4 113
m:'rrl‘(et 35 29% 293% 43% 9.6 62
m:;‘(et 5 22 42% 31.7% - 9.2 51

Sectoral Performance & Key Metrics

Mkt. Cap. Returns
(usD Bn’?) Dec 2021
2021

Banks 79.8 4.2% 28.5% 27.5 79.1
Basic Materials 3.0 4.0% 14.0% 26.6 1.7
Consumer Staples 0.7 -0.2% -2.0% 17.8 0.8
Consumer Disc. - 9.9% 63.3% - 2.8
Energy 1.0 2.9% 11.8% 17.1 1.1
Financial Services 13.6 5.5% 53.1% 9.7 53.2
Healthcare 1.3 -1.5% -3.6% 24.6 0.0
Industrials 13.6 2.0% 28.1% 3.1 13.6
Insurance 2.0 -3.6% 32.6% 6.0 0.6
Real Estate 9.5 2.6% 39.2% 7.2 14.8
Technology 0.0 -7.8% 36.0% - 0.0
Telecom 11.0 3.2% -1.2% 14.6 7.6
Utilities - -1.7% -17.7% - 0.6

Boursa Kuwait
Kuwait RE Company
National Industries Group
National Investments Co.
Agility
Boubyan Bank
KFH
Boubyan Petro.
AUB Bahrain
Mabanee
Gulf Bank
Burgan Bank
Warba Bank
NBK
Integrated Holding
Gulf Cable and Electrical
Alimtiaz Inv.
KIB
Qurain Petro.
ALAFCO
Mezzan Holding
Zain
Kuwait Projects Company
Humansoft Holding
Shamal Az-Zour Al-Oula

Premier Market Stocks' Performance
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Source:

Refinitiv, Boursa Kuwait
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Equities — GCC Markets Market Performance & Key Metrics
FF Adj. Returns

. . Mkt.
GCC markets had a very p05|‘t|ve‘ ygar in 2021, T Cap. e
supported by the sharp recovery in oil prices. The S&P (Uso 2021 9%
GCC composite index ended the year with gains of Bn.)

0 ; o/ rica i GCC

31.4/?, following a 4.0% rise in December 2021. Abu (S&P GCC 694 40% 314% 85% 102 )
Dhabi was the best performer among GCC markets, Price Return)
gaining 68.2% for the year followed by Saudi Arabia Saudi (TASI) 400 48% 29.8% 9.3% 213 1,907
with yearly gains of 29.8%. ?:S‘I)Dhabi 140  -0.7% 682% 133% 212 438
During December, Saudi equity market outperformed
ouring Dec , aurty pertorm Qatar 79 21% 114% 2.2% 150 80
its peers, increasing 4.8% followed by Dubai equity (QE Index)
market that increased by 4.0% in December. :(:I‘lear:tare) 78 3.7% 27.0% 9.0% 124 178
The outperformance of Saudi market is driven by its ?;Fb';ic_jl) 38 4.0% 28.2% -2.0%  13.7 03

banking sector that soared on the back of mortgage
boom attributed to country’s target of 70% home
ownership among nationals. As the economy marks a
strong rebound, there is also a marked increase in

Performance of S&P GCC Total Return Index
Month 2016 2017 2018 2019 2020 2021

) . ] Jan -10.7% 1.6% 5.2% 6.9% -0.8% 2.0%
non-mortgage retail lending and corporate lending.
Feb 4.0% -0.7% -2.3% -0.7% -7.1% 3.2%
Saudi Arabia’s banking sector released their interim Mar 36% 00% 4.8% 4.1% -16.7% 7.6%
financial results for Q3 2021, with net profit marking Apr 6.6% 0.5% 3.9% 5.5% 9.7% 5.0%
a 12% YoY growth for nine months ending September. May 49%  -11%  -01%  -54%  1.4%  1.8%
. . .
Saudi’s largest banks — Al Rajhi and SNB witnessed an Jun 13%  33%  12%  25%  1.7%  31%
. o o . . .
|n?rease .of 7.3% an.d 6.6% .re.spectlvely in their share 1l 0.1%  00%  27%  15%  18%  14%
Prlce, WI.th a fall .|n provisions and a subsequent Avg 08%  11%  23% 5% 62% 38%
increase in net profits.
Sep -3.9% -0.6% 0.3% -0.6% 2.6% 1.6%
The Abu Dhabi market witnessed a drop this month, Oct 23%  2.7%  0.1%  -2.5% -2.7%  2.4%
with its blue-chip stocks — Alpha Dhabi Holdings and Nov 79%  -1.5% -2.0% 13%  83%  -5.0%
First Abu Dhabi Bank decreasing 4.5% and 1.8% Dec 4.2%  3.5%  0.7%  59%  0.7%  4.0%
respectively over the month. Despite the drop, Abu Yearly
. . . L 8.5% 3.4% 12.7% 12.5% 2.1% 35.2%
Dhabi remains the top performing market within the Returns
GCC, with a return of 68.2% over the year. usb1
invested 1.08 1.12 1.26 1.42 1.45 1.96
The outlook for UAE remains positive, with forecasts in 2016

of its economy returning to pre-pandemic levels by
Q1'2022. This comes from a combination of rising oil

Key Economic Forecasts - 2022f (IMF Oct 2021)

) Real Fiscal Current Acc. Fiscal
prices and increased production baseline, coupled Country  GDP Balance Balance Breakeven Oil
with the boost in tourism sector, that accounts for growth (% of GDP) (% of GDP)  Price (USD/bbl.)
16% of its GDP, provided by the Dubai Expo 2020. KSA 48 1.8 3.8 72.4

UAE 3.0 -0.2 9.4 66.8
Fitch Ratings upgraded Oman’s outlook to stable from Kuwait 43 10 13.3 65.4
negative. The upgrade comes from an increase in the Qatar 4.0 5.7 11.6 a4.1

oil prices, along with an improvement in key financial o :

. . Source:  Refinitiv, IMF; ADVT — Average Daily Value Traded, TTM —
metrics such as government debt to GDP ratio and the Trailing 12 months, FF Adj. Mkt. Cap. — Free Float Adjusted Market
country’s budget deficit-to-GDP that decreased to Capitalization

3.4% this year from 16.4% in the prior year.
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Equities — Developed Markets

Global equity markets marked a recovery in the
month of December and ended the year positively,
with the MSCI World Index posting yearly returns of
20.1%. Among major developed economies, U.S. and
French markets outperformed with yearly gains of
26.9% and 28.9% respectively.

On the sectoral performance, defensive sectors such
as Utilities and Non-cyclicals were the sector leaders
increasing 7.0% and 6.6% respectively over the
month. Rebound in oil prices helped the energy sector
mark a recovery, closing 2.1% higher in December and
ending the year as a sector leader with a 26.5% rise.

The S&P 500 index rose 4.4% in December and
touched record high with a fall in weekly jobless
claims and strong manufacturing data. All of the S&P
500 sector indices rose this month, with energy and
technology sectors outperforming. S&P retailing
index also marked a solid performance with soaring
U.S. retail sales, that increased by 8.5% YoY in
December. In 2021, S&P 500 marked 61 new 52-week
highs and no new lows, which is indicative of the
positive sentiment of the market.

Among technology stocks — Apple and Meta lead the
way, posting a return of 7.4% and 3.7% respectively in
December. The market capitalisation for Apple closed
in on the USD 3 trillion mark this month despite the
news of Apple shutting its New York stores due to the
spread of corona virus.

Japanese broader index — Topix rose 3.3% over the
month, and Nikkei 225 index marked its highest year-
end closing since the 1980s bubble. Relative to 1990’s
when the P/E ratio for the Nikkei was roughly 50, this
time around upon breaching the 30,000 level, the
market trades at a P/E multiple of around 15.5. The
confidence was further boosted with the release of
Japan’s factory output for November which rose 7.2%
month over month.

Despite record daily covid-19 cases and travel
restrictions across Europe, the European markets
witnessed a rise in December. Inflation concerns
continue to persist across Europe, although the ECB
expects inflation to fall over 2022.

Market Performa

nce & Key Metrics

Market Cap. Dec Returns 5 Ve
(UspBn) 5% 2021 O
:\:Ziw”'d 33,752 42%  201% 12.5% 219
U.S.A. 42,629 44%  269% 15.9%  27.1
Japan 6,384 33%  10.4%  55% 13.1
UK 2,385 46%  143%  0.8% 15.3
Canada 2,713 27%  21.7%  6.6% 15.6
France 2,689 6.4%  28.9%  8.5% 19.3
Germany 1,936 5.2% 15.8% 6.6% 14.9

FAANG Stocks Perfor

mance & Key Metrics

Returns
ST Market Cap. B o
ec (3
USD Bn. 2021
( ) 2021 g CAGR
Meta 936 37%  23.1% 20.9%  24.0
(Facebook)
Amazon 1,691 -4.9% 2.4% 32.3% 65.2
Apple 2,913 7.4% 33.8% 42.4% 31.7
Netflix 267 -6.1% 11.4% 33.8% 55.3
Alphabet 1,922 21%  65.3% 28.7% 27.9
(Google)
Tesla 1,061 -7.7% 49.8% 83.8% 3429
Microsoft 2,525 1.7% 51.2% 39.1% 37.6
Sectoral Performance
Energy F 26.5%
P i 21.2%
Financials S ——
20.3%
Tech —2.2% °
; 15.3%
Industrials m
f 15.1%
Cyclicals I——
Healthcare m 12.3%
R : 12.2%
Basic Materials 5.8%
Non Cyclicals m@%g%
Utilities [
Telecom "1-2% .- 2.4% mYTD ®MTD
-5% 0% 5% 10% 15% 20% 25% 30%

Equity Views — Q4 2021

Market Blackrock JP Morgan Franklin
US.A Neutral Overweight Mildly Bullish
U.K. Neutral Neutral Neutral
Europe Overweight  Overweight Neutral
Japan Neutral Overweight Mildly Bullish
Canada NA NA Mildly Bullish
APAC ex- Japan Neutral NA Mildly Bearish

Source: Refinitiv, Blackrock, JP Morgan, Franklin; Note: Sector Indices

are provided by Refinitiv
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Equities - Emerging Markets Market Performance & Key Metrics
Returns
Emerging Market severely underperformed mainly Market “’;?J’sk;t;:‘a;’- Nov .. 5W P/ETTM
due to the poor performance of major markets such : 2021 CAGR
as China, South Korea and Brazil. Increasing MSCI Emerging 7621 16%  -4.6%  1.2% 13.9
regulatory scrutiny and the clampdown of the Market Index
. . . China 6,475 21%  4.8%  1.9% 13.8
property sector in China led to its -
. i India 1,677 22%  241% 10.5% 26.3
underperformance in 2021. Indian markets stood -
th ] ¢ 241% despit tretched Taiwan 2,019 45%  23.7% 11.4% 13.3
out with gains o -1/ Oespite  stretche Brazil 623 29% -11.9% 6.5% 7.1

valuations. As the volatility and risk sentiment in the
market receded, emerging markets picked-up in

Sectoral Performance

December. 9
Energy E— 14.7%
Consumer discretionary continues to be the worst Utilities '6280/-8%
. (]
performing sector in the emerging market, shrinking Tech o 18%
. (]
4.7% over the month and 29.4% over the year. A Industrials m_6.9%

. (]
sharp decline in the consumer discretionary sector Financials | S1%
could be indicative of low consumer disposable Materials 4.8%

. 3.0%
income and consequently low consumer . 48% EEE
Cyclicals : B 17%

confidence. ’

Cosumer Staples -6.8% _- 3.4%
Chinese equity market rose 2.1% over the month, as Telecom -100% - -
the Government plans to rollout policies to facilitate Healthcare ~20-5% S
. . . . : = MTD
its export sectors amid foreign trade uncertainty Consumer Discretionary m

. . . ~ o, -4./7%

caused due to tensions with the U.S. coupled with a 29.4%

-30% -20%  -10% 0% 10% 20%

rise in covid-19 cases globally. Declining prices of
raw materials slowed the industrial profit growth in

100 .
November, statistics bureau reported. Monthly fund flows into EM
. . . . . 50
Inflation worries continue to persist within the A_A ,\/\/_ AN
Indian market, with the annual wholesale price- ) V\V\ '\/\d \\/\a\\//,_\'
based inflation reaching a record high of 14.2% on
back of rising manufacturing and food prices. (50)
Country’s retail inflation also climbed to 4.9%, which
. ithin th di f th | (100) e TOta| e Equity Debt
is within the medium-term target of the centra 9299900099990 oo
bank. Indian equity markets remained persistent 2222828298982 828¢8%¢8
.« . « g . . cC = > = QO > Cc - > = QO > c = >3 a >
through the month, rising 2.2% amid increasing s 2 g 2g2s=s g & 2g28s g g 223
government restrictions on business and travel.
- Equity Views of Fund Houses — Dec 2021
Brazilian markets shrank 11.9% over the year auy
. . . Market Blackrock JP Morgan Franklin
despite the rebound in December. The Brazilian i
Emerging Markets Neutral Neutral NA
government reported a budget surplus of USD 680
million for November. Emerging Markets NA NA Mildly
ex-China Bearish
In a year marked with global economic recove.ry, china Overweight NA Moderfathely
developed markets outperformed the emerging Bearis
markets. Major investment banks - Goldman Sachs Source: Refinitiv, IMF, IIF, JP Morgan, Franklin; Note: Sector
Morgan Stanley and JP Morgan expect this trend to Indices are provided by Refinitiv; Colours in Equity views

. indicate upgrade (green)/downgrade (red)
reverse in the second half of 2022.
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Fixed Income — GCC Markets

» GCC fixed income markets witnessed marginal
increase for the month of December, as the yields
offered by the GCC Sovereign bonds were attractive
for investors, compared to their ratings.

» Recently released Fitch Ratings report stated that
government-related entity (GRE) debt as a share of
GDP is lowering across GCC for 2021, amid economic
recovery from COVID-19 pandemic and higher oil
prices. GREs drive forward national economic
agendas such as job creation, economic
diversification, and privatisation. Aggregate GCC
non-bank GRE debt that stood at 37% of GDP in
2020 is expected to reach 32% of GDP in 2021.

> UAE’s central bank would be extending many of the
measures under its Targeted Economic Support
Scheme (TESS) programme including prudential
relief measures relating to capital buffers and
liquidity for banks until June 30, 2022 to support the
country's continued economic recovery.

> Saudi Arabia expects to post a surplus of SAR 90bn
(USD 23.99bn) in its budget for 2022, its first surplus
since 2014. While the country expects higher
revenue for 2022 at SAR 1.05tn (USD 278bn), its
budgeted expenditure is down by 6% y/y. Saudi
Arabia's National Debt Management Centre has
completed its 2021 borrowing plan worth over SR
125billion.

> As per Fitch Ratings, economic activity in Kuwait will
return to the level before the “COVID crisis” by
2023, amid a recovery in oil production in 2022.

» Oman’s budget deficit at 5% of its GDP in 2022. Fitch
has revised Oman’s outlook to stable from Negative.

» According to Fitch Ratings, the 2022 sector outlook
for Gulf GCC Islamic banks is neutral.

> According to Moody’s, 2022 outlook for GCC banks
remains stable as the economies recover, with
higher oil prices building investor confidence. As
loan repayment holidays and support schemes
established during pandemic expire, the health of
GCC banks remain sound to tackle rising non-
performing loans.

Performance of Key 10-Year Bonds

Issuer, Maturit Dec-21 Price YTD Price
Year ! VUL Returns (in%)  Returns (in %)
Kuwait Sov, 2027 1.7 0.5% -4.4%
KSA Sov, 2029 2.2 0.7% -3.3%
Qatar Sov, 2029 2.1 0.3% -5.0%
Abu Dhabi Sov, 2029 2.1 0.6% -4.3%
Aramco, 2031 2.6 0.3% -4.5%

Market

10Y Sovereign Yields

YTM (%)

Spread over 10Y UST (bps)

Current 1M ago 1Y ago
Saudi Arabia 2.52 102 96 97
Abu-Dhabi 2.06 57 72 71
Kuwait 1.72 22 40 28
Qatar 2.36 86 80 80

5Y CDS Spreads (bps)

Market Current 2020 . °2= Week
High Low
Saudi Arabia 52.5 67.4 86.2 47.5
Abu-Dhabi 44.6 39.6 61.0 38.7
Dubai 92.1 113.8 143.8 91.1
Kuwait 44.6 38.9 55.6 39.2
Qatar 45.6 38.6 64.9 38.5
Policy Rates
Policy Rates Rate Used Rate (in %) Last Hike/Cut
u.s. Fed Fund Rate 0.13 Mar 2020 (Cut)
Saudi Arabia  Reverse Repo Rate 0.50 Mar 2020 (Cut)
UAE Repo Rate 0.65 Mar 2020 (Cut)
Kuwait Discount Rate 1.50 Fed 2020 (Cut)
Qatar Lending Rate 2.50 Apr 2020 (Cut)

Sovereign Ratings

Moody's Fitch
Market Rating (Iz:::k- Rating (I::::t '
KSA Al Stable A Stable A- Stable
UAE Aa2 Stable AA- Stable AA Stable
Kuwait Al Stable AA Neg. A+ Neg.
Qatar Aa3 Stable AA- Stable AA- Stable
Source:  Refinitiv, GCC Central Banks, Moody’s, Fitch, S&P; Colours in

Sovereign rating indicate upgrade (green)/downgrade (red)

Kuwait Financial Centre “Markaz” 7



MARKAZ RESEARCH
Global & GCC Capital Markets Review - January 2022

Fixed Income — Developed Markets

» U.S. inflation has surged to the highest levels seen

since 1990 at 6.2% (Y/Y) due to factors such as

Market

10Y Sovereign Yields

YTM (%)

Current

Spread over 10Y UST (bps)

1M ago 1Y ago

U.S.A. 1.50 - - -
higher shelter and car prices, which are both UK 0.97 53 63 72
expected to continue rising as 2022 starts. Germany -0.18 -168 -178 -149
The Federal Open Market Committee (FOMC) voted Japan 0.00 150 138 91
to maintain the current Fed Funds rate at the zero- Canada 1.43 ! 13 24
lower bound (0.00% — 0.25%) and accelerate the France 019 130 143 125
pace of tapering its asset purchase program to USD Sovereign Ratings
30bn per month starting in mid-January from the Market Moody's Fitch S&P
current USD 15bn. US.A. Aaa AAA AA+
Investors received FOMC participants’ revised Uk Aa3 AN AA
. Germany Aaa AAA AAA
outlooks through 2024. Growth expectations w Japan AL A At
downgraded for.years 2021 a.nd 2023, but u!:)graded Canada Aom At AAA
for 2022. Inflation expectations were revised up, France Ye) v A

forecasts for core PCE increased 0.7% to 4.4% in
2021, 0.4% to 2.7% in 2022, 0.1% to 2.3% in 2023,
and steady at 2.1% in 2024. The unemployment

Fixed Income Views - as of Dec 2021

JP .
forecast is steadying out at 3.5% in 2022-2024. MiSrket Blackrock Morgan invesco = Frankin
. . . u.s. Under - Under - Under -

The median of the committee now expects eight Treasuries weight weight weight Neutral
rate . hikes through ?024 starting in 2022. The UK NA NA NA Neutral
median of the Committee expects three rate hikes Germany/ vl ” Under-
in 2022 and 2023, and two rate hikes in 2024. The Europe Y weight )
Fed’s long-run neutral rate of 2.5% was not Japan NA Neutral Un(_ief- Neutral
weight
changed. T
_ _ Canada NA NA NA Bonrioh
Rather unexpectedly, Bank of England increased its earis
bank rate by 15 basis points to 0.25% for the first TIPS Neutral NA Neutral  Neutral
time since the pandemic citing a more persistent
. . . Global Inv. Under - Under -
outlook on inflation and a tighter labour market. Grade weight Neutral weight Neutral
’ . . Global High Over- Over- Under -
People’s Bank of China cuts the one-year loan prime vield weight weight weight Neutral

rates by 5bps to 3.8%, in a move to support
economic growth.

Risk assets such as high yield and Additional Tier 1
(AT1) bonds are expected to benefit from the

Indications of possible Rate hikes/tapering from Central Bank

Central
Bank

Asset purchase
tapering

Interest rate Hike

US Fed End by March, 2022 Three hikes expected in 2022
strength of corporate health, along with attractive Bank of
. . - Raised by 15bps in Dec, 2021
valuations and low default rates. Emerging markets England
present a more unclear binary consideration with a European Reduction from Q4
tailwind of cheap valuations contrasting with a Central 2021; Intended to end End of 2022
. . . Bank in March 2022
tightening of monetary conditions from developed Bankof
Not anyti Not anyti
markets. Japan ot anytime soon ot anytime soon
Canada Already started Three hikes by end of 2022
Source:  Refinitiv, IMF, JP Morgan, Franklin, Moody’s, Fitch and S&P

Colours in Equity views indicate upgrade (green)/downgrade (red)
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Oil & Gas

Oil prices capped off a positive year by adding
further to the gains accrued in previous months.
Brent crude extended its yearly gains to 50.2% after
a 10.2% surge in the month of December. This is the
highest annual gain for the commodity since 2016.

OPEC+ decided to proceed with a 400,000 barrel per
day output hike for February as planned earlier
during their meeting on Jan 4, 2022. The move was
broadly expected considering the pressure from the
U.S. to boost supply.

Oil markets closed this year in much stronger
footing compared to the end of 2020. The
International Energy Agency expects the increase in
COVID-19 cases due to the Omicron variant to
temporary slow the recovery in global oil demand.
However, demand is expected to surpass pre-
pandemic levels by 2022, with an average increase
in oil demand by 3.3 million barrels per day.

JP Morgan expects oil prices to hit USD 120 per
barrel in 2022 and could even overshoot USD 150
per barrel in 2023. The Investment Bank believes
that demand is likely to grow steadily while supply
will be the key determinant for oil prices. With
OPEC+ tightly managing supply and keeping
inventories low, Qil prices are likely to remain high
in the coming years.

Price of Natural Gas fell sharply for the month on
increasing production, rising inventory and warmer
winters. Natural gas markets are expected to remain
volatile in the coming weeks as weather models
suggest a possible sharp cold turn in weather, which
could increase the demand for natural gas.

Performance
Returns

Oil & Natural
Gas Futures

52 Wk.
High

Price

Dec-21 2021 Close

52 Wk.
Low

Brent Crude 10.2%  50.2%  77.8 86.4 51.1

Natural Gas 0 o

(NYMEX) -18.3%  46.9%  3.73 6.31 2.45
Oil Demand (million bpd)
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20%

Oil Supply
OPEC Production YoY growth (LHS)
@\ on OPEC Production YoY growth (LHS)
e Average Monthly Oil Price in USD/Bbl. (RHS)
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Sep-20
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Jan-21
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100
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Price Forecast (USD/bbl.)

EIA - US (Dec 2021) 70.1
Fitch (Nov 2021) 72
IEA (Nov 2021) 79.4
Morgan Stanley (Nov 2021) 82.5
Goldman Sachs (Dec 2021) 85
BofA (Dec 2021) 85
JP Morgan (Dec 2021) 125

Source: Refinitiv, EIA and Press Releases; bpd — barrels per day
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ESG Stocks & Debt

Outperformance vs.

Returns

ESG Conventional Indices

. i Indices Dec- 5 Yr.
ESG stocks was not material, on an YTD basis USA, 2021 °C 2021 ¢

Though on a MTD basis the outperformance of the

21 CAGR
U.S.A. 4.1% 31.8% 19.7% -0.4% 3.1% 1.2%

Japan and Pan Arab ESG indices has generated
excess returns of around 3-4% points. It was long
argued that ESG funds exhibit their resilience in
times of market downfall and tend to underperform

Japan 3.0% 5.7% 9.6% 1.0% 4.2% 1.0%

Canada 4.0% 26.9% 10.0% -0.9%  0.2% -1.3%

when the markets perform well. But the 2021 Europe  7.2% 161% 11.0% 07% -1.2%  0.1%
outperformance has proven otherwise. PanArab  2.8% 359% 103% -1.2% 3.1% -1.5%
The total inflows pouring into ESG focused funds Source: S&P

worldwide as of November increased from USD 542
billion in FY 2020 to USD 649 billion.* ESG funds now
account for 10% of worldwide fund assets.

Market regulators are now responding to the
increased investor interest by making ESG
disclosures a priority and by taking various
measures to spread awareness. It is anticipated that
the International Sustainability Standards Board, a
body announced at the recent COP26 summit, could
release draft global sustainable disclosures for
financial markets early this year (2022).

Saudi National Bank (SNB) has come out with a
Sustainable Reporting Framework, with HSBC acting
as its sole ESG agent. SNB is also the first commercial
bank in KSA to establish such a framework.

National Energy Services Reunited, an international,
industry-leading provider of integrated energy
services in the MENA region, has announced that
the company has secured a sustainability-linked
loan (SLL) with HSBC Bank Middle East. It is the first
SLL of its kind within the MENA OQilfield Services
sector.

Boursa Kuwait conducted a webinar titled
‘Environmental, Social and Governance
Perspectives’ for companies listed in Kuwait and
other capital market players. Bahrain Bourse has
also conducted a similar webinar this month with
the aim of raising awareness of the benefits and
importance of ESG ecosystem.

Read our blog on ESG in KSA for more insights or
download our report of ESG issues in GCC.

1 Reuters
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Cryptocu rrencies Performance and Key Metrics
Current Market Returns
Most cryptocurrencies registered a sharp decline for Cryptocurrency Price Cap Dec
o . (inUSD) (USDBn) 2021 oAipa
the month due to reducing risk appetite among
. . . . . Bitcoin 46,309.7 880 -18.9%  59.8%
investors following rapid spread of Omicron variant
. . . . Ethereum 3,688.8 438 -20.3%  399.3%
and increasing regulatory scrutiny. Despite the sour Toth 1o - 1%
. . ether . -0. -
end to the year, major Cryptocurrencies such as -
Bitcoi d Eth had their b kout in 2021 Cardano 1.3 44 -16.4% 9.5%
itcoin an ereum ha eir breakout in
) i o o Ripple 0.8 39 -17.2%  268.6%
with rnany investors considering cryptocurrer?aes as Dogecoin - 3 20.8% i
a mainstream asset class. There was also noticeable Bitcoin Cash 2304 3 46%  25.8%

institutional buying of Bitcoins during the year.

Block chain ETF Performance

Bitcoin and Ethereum, which recorded sizeable
gains in 2020, enjoyed a bull run in 2021 while the ETF Name
year also witnessed the emergence of several

AuM Returns
(USD Mn.) Dec 2021 2021

Amplify Transformational

. . o e 20 o
altcoins (cryptocurrencies other than Bitcoin). Data Sharing ETF 1,161 27.3% 14.7%
Currencies under the categories Etherum Kkillers,
Memecoins and tokens linked to Metaverse g:\;iiccﬁaﬁ:\lggﬂ S?Tk;akcc 905 10.7% 26.0%
dominated gains during the year, with top
performing currencies rising almost 162 times. Siren Nasdag NexGen
262 -9.0% 4.3%
. . . Economy ETF

Cryptocurrency universe is expected to witness
increased volatility in 2022 as well due to ongoing First Trust Indxx

. . Innovative Transactn & 150 2.5% 15.8%
talks of regulation across countries. Regulatory Proc ETF
restrictions will make or break the fate of emerging

Bitwise Crypto Industry 74 28.0%
28.0% .

cryptocurrencies. Innovators ETF

Following the crackdown of Cryptocurrency mining

in China, there has been a surge in crypto mining
across Thailand, with several small investors buying Total Market Capitalization Distribution

cryptocurrency-mining devices.

Crypto exchanges in India have started to show o;?;,rs
interest in NFTs (Non-Fungible Tokens) amidst talks Bi:g;j”
of regulating cryptocurrency trade within the
country. Crypto exchanges believe that NFTs are a Bitcoin...
safer bet considering that they hold an underlying Dogecoin... /
asset, which is traded in digital form. Ripple

2%ardano

2% Tether Ethereum

4% 20%

Source: Refinitiv, ETFdb
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Disclaimer

This report has been prepared and issued by Kuwait Financial Centre K.P.S.C (Markaz), which is regulated by the Capital Markets
Authority and the Central Bank of Kuwait. The report is owned by Markaz and is privileged and proprietary and is subject to
copyrights. Sale of any copies of this report is strictly prohibited. This report cannot be quoted without the prior written consent of
Markaz. . Any user after obtaining Markaz permission to use this report must clearly mention the source as “Markaz “. The report
is intended to be circulated for general information only and should not to be construed as an offer to buy or sell or a solicitation
of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction.

The information and statistical data herein have been obtained from sources we believe to be reliable but no representation or
warranty, expressed or implied, is made that such information and data is accurate or complete, and therefore should not be relied
upon as such. Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of
this report. They do not necessarily reflect the opinion of Markaz and are subject to change without notice. Markaz has no obligation
to update, modify or amend this report 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, or if research on the
subject company is withdrawn.

This report may not consider the specific investment objectives, financial situation and the particular needs of any specific person
who may receive this report. Investors are urged to seek financial advice regarding the appropriateness of investing in any securities
or investment strategies discussed or recommended in this report and to understand that statements regarding future prospects
may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or
value may rise or fall. Investors should be able and willing to accept a total or partial loss of their investment. Accordingly, investors
may receive back less than originally invested. Past performance is not necessarily indicative of future performance.

Kuwait Financial Centre K.P.S.C (Markaz) may seek to do business, including investment banking deals, with companies covered in
its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the
objectivity of this report. This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which
the report refers to website material of Markaz, Markaz has not reviewed the linked site and takes no responsibility for the content
contained therein. Such address or hyperlink (including addresses or hyperlinks to Markaz’s own website material) is provided solely
for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing
such website or following such link through this report or Markaz’s website shall be at your own risk.

For further information, please contact ‘Markaz’ at P.O. Box 23444, Safat 13095, Kuwait; Email: research@markaz.com ; Tel: 00965
1804800; Fax: 00965 22450647.
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