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US equities struggle after a fresh start to 2023

Signs of the US recession are becoming more evident as retail and
industrial data disappoint. The US retail sales contracted for the second
consecutive month by 1.0% and 1.1% m/m in November and December,
respectively. As consumer spending is usually affected near the beginning
of economic slowdowns, this recent data may be potentially signaling an
upcoming recession in the US. Furthermore, industrial production
contracted for the third month in a row to reach -0.7% m/m in December.
These developments have led to a significant shift in analyst forecasts and
general investor sentiment. For instance, JPMorgan has downgraded the
US economic outlook and now expects a mild recession in 2023 under the
baseline scenario instead of a slow growth.

Surge in consumer credit creates worries on potential defaults. During
2022, strong spending was supported by pent up savings from the
pandemic period. As these savings have exhausted, consumers have now
turned to borrowing to finance their spending. Importantly, high consumer
debt can be especially problematic during recessionary periods with high
interest rates, as default likelihood tends to be the highest under such a
scenario. The materiality of this issue is supported further by the fact that
the US banks have increased their provisions for credit defaults in 4Q22.

Is this all part of Fed’s plan? The reason why markets are reacting
relatively smoothly to such disappointing data releases is that the moderate
economic slowdown is already widely anticipated. Therefore, a mild
deterioration in supply and demand conditions in coming months will not
serve as radical catalyst for capital markets. For further sharp declines,
inflation in the US will need to prove stickier and push the Fed to increase
duration and/or magnitude of rate hikes. Alternatively, significant worsening
of consumer demand, labor market, or production conditions can also serve

as negative market catalysts.

This week’s earnings from some of the largest US companies as well as the
US GDP and inflation (PCE) data will provide further insight into the
abovementioned view on likelihood and possible depth of the US recession
(for more information on important upcoming releases, please refer to the
week ahead calendar on page 4).
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Performance of major equity indices

Index WIW, %  M/M, % YTD, %
S&P 500 -0.7 4.0 35
NASDAQ 0.6 5.6 6.4
Dow Jones -2.7 1.6 0.7
Russsell 2000 -1.0 6.8 6.0
FTSE 100 (£) -0.7 4.2 3.1
FTSE 250 (£) -1.3 6.2 45
STOXX 600 (€) -0.1 6.6 6.4
Nikkei 225 (¥) 1.7 0.1 1.8
MSCI China 1.5 17.0 11.3
MSCI EAFE 0.7 7.3 7.3
MSCI EM 1.0 104 9.2
MSCI World -0.3 2.5 2.7

Source: Bloomberg
Note: All data is denominated in USD unless specified otherwise.

Global benchmark equity indices
% price change from year ago (23-Jan-2022 = 100)

5%
-5%
-15%
-25%
-35%
-45%

v v v v v
& & &Y S <
N @'D & N cf eo N

—— S&P 500 —— MSCI China MSCI World
Source: Bloomberg
USD index (DXY)
1-year performance
115
110
105 102.0
100
95
90
LR LR LSRN S L L
N N

Please refer to important disclaimers on the final page of this document. Past performance does not guarantee future results, which may vary.
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Weekly sector performance highlights

Communications was the best performing sector last week, with the associated ETF up 1.4%.
However, gains were rather asymmetric across the sector. Some of the largest sector players were
mostly responsible for the rally, including Alphabet (GOOG, +7.0%), Walt Disney (DIS, +4.1%), Netflix
(NFLX, +2.9%), Charter Communications (CHTR, +2.0%), and Meta Platforms (META, +1.7%). On
the other hand, Activision Blizzard (ATVI, -3.7%), T-Mobile (TMUS, -3.1%), Fox (FOXA, -2.4%), and
AT&T (T, -1.6%) were some of the weakest performers among Communication companies.

Industrials was the worst performing sector, with the respective ETF down 3.4%. The decline
was relatively symmetric across the sector, with all 15 largest companies losing ground last week.
The weekly performance of these stocks was the following: 3M (MMM, -6.8%), Honeywell (HON -
6.7%), Deere & Company (DE, -6.6%), Raytheon Technologies (RTX -4.4%), Boeing (BA, -3.4%),
Caterpillar (CAT, -3.4%), General Electric (GE, -3.1%), General Dynamics (GD, -3.1%), lllinois Tool
Works (ITW, -3.0%), Northrop Grumman (NOC, -2.3%), UPS (UPS, -2.2%), Union Pacific (UNP, -
2.1%), Lockheed Martin (LMT, -1.5%), Waste Management (WM, -1.4%), CSX (CSX, -1.3%).

S&P 500 sector review: last week performance

ETF Ticker Weekly ETF Change % Pr(i:ég,sg Cal\;/l)?giae;
S&P 500 SPY 07 1 395.9 369.2 20.7 35
of which:
Communication XLC [ 53.1 9.0 18.4 10.6
Technology XLK B o7 131.3 39.5 26.3 5.5
Energy XLE B os 90.5 42.3 7.5 3.4
Cons. Discret. XLY 05 I 139.0 13.7 21.2 7.6
Real Estate XLRE 09 B 39.2 5.3 23.8 6.2
Health Care XLV -1.1 133.9 41.2 24.6 -1.4
Materials XLB 12 1 82.8 6.0 9.9 6.6
Financials XLF 21 1N 35.4 325 13.8 3.4
Cons. Staples XLP 2. N 72.6 16.9 24.3 -2.6
Utilities XLU -2.9 1IN 69.2 15.9 22.9 -1.8
Industrials XLI -3.4 99.0 13.3 20.3 0.8

Source: Bloomberg, Capital 1Q
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Performance of last week’s most traded stocks globally (top 20 by value)

5% o IO, TS

1 TSLA Tesla 133.4 9.0 8.3 31.0 190.6 42.9
2 GOOGL  Alphabet 98.0 6.4 11.1 19.9 127.1 29.7
3 NVDA NVIDIA 178.4 5.6 221 45.9 206.7 15.9
4 DIS Walt Disney 103.5 4.1 19.1 24.8 120.1 16.1
5 NFLX Netflix 342.5 2.9 16.1 30.1 347.5 15
6 AAPL Apple 137.9 2.3 6.1 22.4 172.2 24.9
7 CVvX Chevron 180.9 1.9 0.8 10.8 194.7 7.6
8 META Meta Platforms 139.4 1.7 15.8 19.3 153.2 9.9
9 CRM Salesforce 151.3 1.2 14.1 27.1 189.8 25.5
10 MSFT Microsoft 240.2 0.4 0.2 24.4 283.8 18.1
11 MA Mastercard 376.3 0.2 8.2 32.6 412.9 9.7
12 XOM Exxon Mobil 113.4 0.2 2.8 9.7 124.1 9.5
13 UNH UnitedHealth Group 486.7 -0.6 -8.2 19.5 604.1 24.1
14 AMZN Amazon.com 97.3 -0.9 15.8 72.9 135.9 39.7
15 AMD Advanced Micro Devices 70.1 -1.3 8.2 22.2 84.4 20.5
16 BRK.B Berkshire Hathaway 309.9 2.4 0.3 0.0 362.0 16.8
17 BAC Bank of America 33.9 -3.9 2.2 9.7 40.5 19.8
18 LLY Eli Lilly 346.1 -4.3 -5.4 44.3 400.0 15.6
19 JPM JPMorgan Chase 135.1 -5.5 0.7 10.8 157.5 16.6
20 GS Goldman Sachs 341.8 -8.6 -0.4 9.9 405.2 18.5

Source: Bloomberg, Capital I1Q

Note: Positive 12 month return targets imply an overall “Buy” recommendation by analysts
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Key macroeconomic releases

Time
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Source: Bloomberg, Financial Times
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Key company earnings
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This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Bank of Georgia group PLC (‘Group”) solely for informational
purposes and independently of the respective companies mentioned herein. This document does not constitute or form part of, and should not be construed as, an offer or
solicitation or invitation of an offer to buy, sell or subscribe for any securities or assets and nothing contained herein shall form the basis of any contract or commitment
whatsoever or shall be considered as a recommendation to take any such actions.

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain jurisdictions may be restricted by law.
Persons into whose possession this document comes are required by Galt & Taggart to inform themselves about and to observe any and all restrictions applicable to them.
This document is not directed to, or intended for distribution, directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or licensing
within such jurisdiction.

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. The recipients of this document
must make their own investment decisions as they believe appropriate based on their specific objectives and financial situation. When doing so, such recipients should be
sure to make their own assessment of the risks inherent in emerging market investments, including potential political and economic instability, other political risks including
without limitation changes to laws and tariffs, and nationalization of assets, and currency exchange risk.

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or their respective directors,
employees, affiliates, advisers or agents or any other person as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of this
document and the information contained herein (and whether any information has been omitted from this document) and no reliance should be placed on it. This document
should not be considered as a complete description of the markets, industries and/or companies referred to herein. Nothing contained in this document is, is to be construed
as, or shall be relied on as legal, investment, business or tax advice, whether relating to the past or the future, by Galt & Taggart any other member of the Group or any of
their respective directors, employees, affiliates, advisers or agents in any respect. Recipients are required to make their own independent investigation and appraisal of the
matters discussed herein. Any investment decision should be made at the investor's sole discretion. To the extent permitted by law, Galt & Taggart, any other member of
the Group and their respective directors, employees, affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages
however arising, directly or indirectly, from any use of this document or its contents or otherwise arising in connection with this document, or for any act, or failure to act, by
any party, on the basis of this document.

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any obligation to update or keep current
the information contained herein. The delivery of this document shall not, under any circumstances, create any implication that there has been no change in the information
since the date hereof or the date upon which this document has been most recently updated, or that the information contained in this document is correct as at any time
subsequent to the date on which it is supplied or, if different, the date indicated in the document containing the same. No representation or warranty, expressed or implied,
is made by Galt & Taggart or any other member of the Group, or any of their respective directors, employees, affiliates, advisers or agents with respect to the accuracy or
completeness of such information.

The information provided and opinions expressed in this document are based on the information available as of the issue date and are solely those of Galt & Taggart as
part of its internal research coverage. Opinions, forecasts and estimates contained herein are based on information obtained from third party sources believed to be reliable
and in good faith, and may change without notice. Third party publications, studies and surveys generally state that the data contained therein have been obtained from
sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any such
data contained in this document. Neither Galt & Taggart, any other member of the Group, nor their respective directors, employees, affiliates, advisors or agents make any
representation or warranty, express or implied, of this document's usefulness in predicting the future performance, or in estimating the current or future value, of any security
or asset.

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its research. As a result, investors should
be aware of a potential conflict of interest that may affect the objectivity of the information contained in this document.

Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any purpose is strictly prohibited.

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic transmission is at risk of the recipient
and it is his/her responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.
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