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Executive Summary

Welcome 2023!

Swinging between the extremes of euphoria and depression and battered by inflation, Earnings to remain broadly flat in 2023

unprecedented Fed moves, global geopolitical tension, and extreme volatility, 2022 was Impacted by the consequences of the anticipated global recession, we
indeed a decade wrapped in a year. The Saudi market enters the new year with major expect the Saudi market earnings to remain broadly flat (0%-5%) in
opposing forces, global recessionary pressure, and a determination to achieve Vision 2030 2023f. This compares to a growth of 110% yoy and 39% yoy in 2021 and
goals 2022f, respectively. We expect lower commodity prices to put pressure
on energy and petrochemicals earnings which will offset the expected
Breaking the perceived positivity norm, bearish sentiments cloud the global equity markets growth of locally focused sectors, led by Banks, Telecoms, and Tourism

with fears of uncontrolled inflation and severe recession. Valuations are also under scrutiny .

as the cheap money era is ending. However, hopes hang on a soft landing, Fed pivot, and TASI to trade between 9,900 to 12,000 points
China re-opening Based on our earnings expectation and forward P/E range, we believe
We believe the outlook is shifting towards positive territory for EMs as the strong US$ period T.ASI will tra(l)de beotween 9,900 10 12,000 in 2023f, reflecting a dividend
is ending, China re-opens its economy, and valuation levels are compelling. Although it yield of 3.1%-3.7%. Moreover, our bottom-up approach based on our
might pressure the premium over EMs, we believe the Saudi equity market is in a different PTs indicates a fair value of 11,400

rhythm driven by the unmatched characteristics which will enable it to maintain its favorable

positioning. This includes 1) major economic reforms, 2) unmatched opportunities driven by Ke th emes

Vision 2030 programs, and 3) a structured capital market with a high level of governance y

The Saudi economy is expected to grow by 3.1% in 2023f as the strong growth in non-oil I ?;;}1 Recession I z% China re-opening I % IPOs

GDP continues. We believe the ongoing economic reforms, ambitious government
strategies/initiatives, acceleration in Mega/Giga projects, and the vital role played by the Mega Projects I ‘%-I Fed pivot/overtightening I ESG
©),
pressures - . o
I §0I| prices I @ Liquidity

national funds will be the economy’s main drivers, shielding it from the global recessionary
Stock selection rather than sector positioning

. . . S Top picks
As companies' exposure to economic headwinds varies significantly, we opt
for stock selection rather than sector positioning. We prefer stocks with I Saudi Aramco I STC I Alinma
(=3

earnings visibility, unique exposure, strong balance sheets, and attractive
valuations. Although we prefer stock selections, we believe the Banking, I SABIC I Othaim I Fitness Time
Telecom, and Tourism sectors are generally attractive
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IMPORTANT INFORMATION

The authors of this report hereby certify that the views expressed in this document accurately reflect their personal views regarding the securities and companies that are the subject of this document. The authors also certify that neither
they nor their respective spouses or dependents (if relevant) hold a beneficial interest in the securities that are the subject of this document. Funds managed by SNB Capital and its subsidiaries for third parties may own the securities that
are the subject of this document. SNB Capital or its subsidiaries may own securities in one or more of the aforementioned companies, or funds or in funds managed by third parties The authors of this document may own securities in
funds open to the public that invest in the securities mentioned in this document as part of a diversified portfolio over which they have no discretion. The investment banking division of SNB Capital may be in the process of soliciting or
executing fee earning mandates for companies that are either the subject of this document or are mentioned in this document.

This document is issued to the person to whom SNB Capital has issued it. This document is intended for general information purposes only, and may not be reproduced or redistributed to any other person. This document is not intended
as an offer or solicitation with respect to the purchase or sale of any security. This document is not intended to take into account any investment suitability needs of the recipient. In particular, this document is not customized to the specific
investment objectives, financial situation, risk appetite or other needs of any person who may receive this document. SNB Capital strongly advises every potential investor to seek professional legal, accounting, tax and financial guidance
when determining whether an investment in a security is appropriate to his or her needs. Any investment recommendations contained in this document take into account both risk and expected return. Information and opinions contained in
this document have been compiled or arrived at by the author are from sources believed to be reliable, but SNB Capital has not independently verified the contents of this document and such information may be condensed or incomplete.
Accordingly, no representation or warranty, express or implied, is made as to, and no reliance should be placed on the fairness, accuracy, completeness or correctness of the information and opinions contained in this document. To the
maximum extent permitted by applicable law and regulation, SNB Capital shall not be liable for any loss that may arise from the use of this document or its contents or otherwise arising in connection therewith. Any financial projections, fair
value estimates and statements regarding future prospects contained in this document may not be realized. All opinions and estimates included in this document constitute the author’'s judgment as of the date of production of this
document, and are subject to change without notice. Past performance of any investment is not indicative of future results. The value of securities, the income from them, the prices and currencies of securities, can go down as well as up.
An investor may get back less than he or she originally invested. Additionally, fees may apply on investments in securities. Changes in currency rates may have an adverse effect on the value, price or income of a security. No part of this
document may be reproduced without the written permission of SNB Capital. Neither this document nor any copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi Arabia where its distribution may be restricted by
law. Persons who receive this document should make themselves aware, of and adhere to, any such restrictions. By accepting this document, the recipient agrees to be bound by the foregoing limitations.

SNB Capital is authorised by the Capital Market Authority of the Kingdom of Saudi Arabia to carry out dealing, as principal and agent, and underwriting, managing, arranging, advising and custody, with respect to securities under licence
number 37-06046. The registered office of SNB Capital is at King Saud Road, SNB Regional Building P.O. Box 22216, 11495 Riyadh, Kingdom of Saudi Arabia.

SNB Capital Company, Saudi Joint Stock Company, Paid up capital SAR 1,000 million, authorized by the Capital Market Authority, CR 1010231474, P.O. Box 22216, Riyadh 11495, Kingdom of Saudi Arabia, T:920000232,
www.alahlicapital.com
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