Global Capital Markets
Quarterly Update
17 January 2024

GALT & TAGGART

CREATING OPPORTUNITIES

1Q24 Capital Markets Update

| Time to lock in the high yields on US fixed income
As central banks are expected to cut rates throughout 2024, yields are likely to decline.
Investors can benefit from locking in opportunities available in the US fixed income market

| Focus on high quality stocks

Companies with strong balance sheets, stable cash flows, and healthy profit margins are
positioned well for weak economic growth environment - a baseline scenario for 2024 in DMs

| Stay invested in Al & other disruptive technologies
Companies involved in artificial intelligence, chip-making, fintech, cybersecurity, and
healthcare technologies are expected to benefit considerably in mid to long-term

I 2023 Reca P Performance of major regional equity markets in 2023
The US and European stocks rallied, while China lagged. 30% ==5&P 500 24.7%
e MSC| China

2023 was contrasting to a year before. Equity markets

20% e \|SC| Europe

in the West rebounded sharply from 2022 losses, 14.0%
primarily catalyzed by investor excitement around the 10%

new Al technologies as well as central banks' noteworthy

success in combating inflation. Importantly, the major 0%
sources of growth in US equities were the seven largest
. ) ) -10% -20.0%

S&P 500 companies that promise to leverage heavily on
Al and disruptive technologies in the near future. In 20%
contrast, the Chinese economy underperformed & 8 8 8 8 8 38 8 8 8 8 QA

. . , c o 5 5 x ¢t 3 o o B 2 9
expectations, a result closely mirrored by the country's 5 9 EO < zo 35 2 & O 2 A
equity market that declined 20.0% in 2023. Source: Bloomberg

Yields have declined, but remain elevated compared to Yields on major US fixed income classes in 2022 and 2024
10%

the pre-pandemic period. As inflation kept moderating, Yield on 1-Jan-2022
markets have priced in rate cuts from the US Fed and 8% m Yield on 1-Jan-2024 7.87%
European Central Bank as early as in the first half of
2024. As a result, yields have fallen considerably. The 1- 6% 4.78%
year and 10-year US Treasuries, that currently yield 4.8% 3.87%
and 3.9%, offered 5.5% and 5.0%, respectively in 4% .
October 2023. Nevertheless, the US fixed income has not o 1.510/I 230%
been so attractive since 2008. Hence our first theme for 0.399
2024: locking in the high yields currently available in the 0%
markets. 1-Year 10-Year Investment High Yield
Grade
Treasuries Corporate

Source: Bloomberg
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I Main Investment Themes for 2024

1. Lock in the high yields US Fed and ECB interest rates (realized and expected)

The Fed and the ECB are expected to start cutting rates as 6% 5.50%

early as in the first half of 2024 and, according to forecasts,

59, Seee., . 4.75%
should reach 4.75% and 3.75% by the year-end, respectively. ‘... 3,759
"o.. 'o... (]
Any reduction in interest rates will translate into lower 4% 4.50% "--._ ‘9
yields on debt securities, making it a good time now to lock 3% 3.75% “-...
in the high yields currently offered by markets. 3.00%
. . 2%
Importantly, however, interest rates are unlikely to return US Federal Reserve
to the pre-pandemic lows in coming years, as inflationary 1% @ yropean Central Bank
pressures are expected to remain elevated. In terms of the 0%
(o]
economy, this implies a lower demand for credit, lower N8 8 88883338828
. . A% g L5 D 0 L oo 0 £ o O L oon ¢
consumer and business spending, and an overall weaker s £ 2 8 g 2 3 g 2 8 g 2 8

economic activity.

Source: Bloomberg, US Federal Reserve, European Central Bank

2. Position for weak growth in developed markets... IMF GDP growth forecasts for major economies (%)
In 2024, developed markets are expected to grow by less 3.5
Past 10 year average m2024F
than their historical trends, as tight monetary policy is likely 20 2.9
to discourage economic activity. This is an unfavorable 25 2.7
scenario for growth assets. However, high quality stocks 2.5
are well positioned to withstand such economic
environments. These companies are characterized by 20 18
experienced management teams, strong balance sheets, 15 1.5 -5 12
high return on capital employed, strong and stable cash
flows, and healthy profit margins. Examples of high quality 1.0 0.6
stocks are Apple (AAPL), MasterCard (MA), Eli Lilly and 05
Company (LLY), UnitedHealth Group (UNH), Adobe l
(ADBE), and Merck & Co. (MRK). Lastly, consider FTSE 100, 0.0

an index of mature and stable companies, paying a near 4% s Furozone UK Global
dividend yield. Source: Bloomberg, IMF

3. ...butleave room for positive surprises Performance of US equities since 1-Jan-2022
Macroeconomic developments are hard to forecast. Given o7 44%
that global economic growth surprises on the upside while 5% -4.3%
inflation continues to fall, high beta stocks are expected to -10%

outperform the broader market. Such companies are -15% -13.1%
usually of small size and are found in highly cyclical 20%

industries, such as ecommerce and travel (e.g., cruise lines). s

Currently undervalued equity segments are also likely to e JS Small-Caps

outperform under such a scenario. Small (IWJ) and H0% =—=US Mid-Caps

medium-sized US stocks (IJH) as well as the equal- -35% = 5&P 500 Equal Weight

weighted S&P 500 index (RSP) are examples of the US
equity segments that remain below their 2022 peaks.

Dec-21
Feb-22
Apr-22
Jun-22
Aug-22
Oct-22
Dec-22
Feb-23
Apr-23
Jun-23
Aug-23
Oct-23
Dec-23

Source: Bloomberg



GALT & TAGGART

CREATING OPPORTUNITIES

Global Capital Markets
Quarterly Update
17 January 2024

I Main Investment Themes for 2024

4, Be invested in Al & other technology megatrends

Technology megatrends are expected to reshape the
economies in mid to long-term period. While the early signs
of productivity gains are already seen from adopting new Al
technologies, the impact is expected grow considerably,
with mature economies with aging populations benefitting
the most.

The industries most likely to be impacted positively in the
short run from technological disruptions are healthcare
(potential for drug development and digital healthcare),
semiconductors (increasing demand for Al-tailored chips),
cybersecurity (rising need in response to more sophisticated

cyber threats), and fintech (growth of digital payments).

5. Insure against persistent inflation...

Inflation has moderated considerably in both the US and
Eurozone. However, upside risks remain to be seen on the
horizon. If inflation reaccelerates/stops falling, central
banks will likely have to delay rate cuts, which would be an
unfavorable scenario for both stocks and bonds. To insure
against this risk, investors can add inflation-hedges in their
portfolios, such as commodity futures and ETFs as well as
energy stocks. For instance, in 2022, when inflation peaked
in the West, GSCI commodity-indexed ETF (GSG) and S&P
500 Energy Select Sector ETF (XLE) returned roughly 24%
and 58%, respectively.

6. ... as well as geopolitical risks

Worries on existing and potential geopolitical conflicts have
been a key investment theme in past year and the situation
is not expected to change meaningfully in 2024. This year
has a heavy political

calendar, with major elections

scheduled in the US, the UK, Taiwan, India and Russia.

While global trade and cooperation is challenged by deeper
geopolitical fragmentation, one way investors can hedge
against such risks is by adding exposure to the strategic
industries, such as aerospace and defense as well as safe
haven assets, such as precious metals. Historically, gold,
silver, and oil have been the most resistant assets to

geopolitical risk fluctuations.

Performance of Al ETF and S&P 500 in 2023
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Headline CPI inflation in the US and Eurozone
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Geopolitical risk index since 1985

500

400

300

200

100

0
NOVONMULNOCOONTONOTMWDOO0ONM
VOO TTTTFTO0000O0L T Ay
cr=LO0>0xSbLacLibDx0>20s 20
02900 o0 g 65§ 000035 [S3]
S0°<fz3s5883<80 'sLza3s0

Source: US Federal Reserve Board



\ﬁ# G A LT & TAG GART Global Capital Markets

Quarterly Update
CREATING OPPORTUNITIES 17 January 2024

|2024 Forecasts

Fixed income yields are expected to decline in 2024. FIXED INCOME
As inflation retreats in developed economies and Bloomberg Consensus Forecasts for Yields, %
monetary authorities start gradually cutting rates, Rate Latest 1Q24F 2Q24F 3Q24F 4Q24

yields on sovereign as well as corporate credit will very US treasuries

likely follow and decline. Therefore, it may be a good

30-year 4.20 4.27 416 4.06 4.05
time for investors to lock in the high yields currently
available in the market. 10-year 3.95 4.07 3.95 3.84 3.8
Analysts favor cyclical sectors, despite dim economic >-year 3.83 4.08 3.9 3.73 3.62
outlook in developed markets. Cyclical US sectors of 2-year 414 4.42 414 3.87 3.68
Communications, Consumer Discretionary, SOFR* 5.31 5.28 4.99 4.6 4.27

Financials, Energy, and Materials have positive
l ! 9y ! ve positv German bunds

consensus growth forecasts over the next 12 months.

In terms of broader markets, Japan and Al-fueled 10-year 214 253 247 232 2.24

developed markets equities have the most positive 2-year 2.52 2.8 2.64 2.43 2.26

outlook. Meanwhile, the US and European markets EURIBOR* 3.93 3.94 3.84 3.65 3.38

are expected to be challenged by unfavorable
Source: Bloomberg

macroeconomic environments. *SOFR and EURIBOR are given in 3 month maturities
EQUITIES
12 Month Consensus Analyst Forecasts™* 6-12 Month Market Views

S&P Sectors ETF Outlook Markets ETF Outlook
Communications  XLC | Japan EWJ |
Discretionary XLY [ DM Al mega force  BOTZ [
Financials XLF I UK EWU [
Energy XLE . Emerging Markets EEM [
Materials XLB L China MCHI (|
Technology XLK [ | us SPY [ |
Healthcare XLV [ | Europe IEUR L
Staples XLP - Source: BlackRock Investment Institute

. Positive - Neutral - Negative
Real Estate XLRE [

*12 month consensus analyst forecasts correspond to average

growth forecasts from the best performing financial analysts
Industrials XLI - (mainly from the Wall Street). Outlook mark is determined with
respect to the overall growth forecast for S&P 500 (i.e., if the sector
has a higher growth forecast than S&P 500, then it is assigned a
positive outlook mark and vice versa).

Utilities XLU [ ]

Source: S&P Capital IQ
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Disclaimer

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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