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SICO FIXED INCOME FUND
Class A | October 2019

NAV USD 109.46 0.6%

Country Allocation

Managers Commentary

The SICO Fixed Income Fund continued its impressive run and
increased by 0.6% in October outperforming the Barclays GCC Bond
Index which rose by only 0.1% as local markets were forced to deal
with volatile rates and an increase in regional debt supply.

GCC bond markets made a late comeback in October to close the
month positively despite trading in negative territory for most of the
month as investors struggled to stomach nearly USD 6 billion of new
corporate debt. Moreover, the absence of traders in such issues put
a dent in bid side liquidity and lent no real support that markets were
previously used to. The real estate sector was particularly badly
affected with both bonds and Sukuks taking a toll after comments
were made that the Dubai market was oversupplied and required the
government to suspend new contracts for at least two years. The
regional fixed income market also felt inherently heavy in general
after recording its best ever year to date at 13.4% and without any
real catalysts it was only natural that prices were eventually going to
give way. However, a brave Fed cut rates once again at the end of
October which caused 10 year treasuries to fall to 1.70% from 1.85%
recently undoing previous efforts by the international community to
restore market confidence. In the UK, parliament have finally agreed
some sort of deal on brexit while chances of a US – China trade deal
have also improved after agreeing a draft on phase 1.

The fixed income fund however remained resilient amongst these
obstacles due to its short term and credit driven strategies which
provided investors with consistent returns, favoring credit risk over
capital appreciation. Overall, most of the outperformance came from
our overweight in Bahrain Government bonds as it was the top
performer at 1.9% while other GCC states traded flat on average.
Demand for Bahraini debt has increased especially after the
Kingdom started to see benefits from its reforms and with the new
bonds out of the way, prices pushed higher with hardly any sellers.
On the other hand, our “off-the-run” issues in selected names such
as Mazoon, KIPCO, BBK also provided stability and helped wither
any negative effects from our real estate exposure. This was in any
case minimal at only 11% of the NAV with the majority in Saudi
which is probably the most resilient market in the GCC at the
moment. We also stayed out of new issues last month due to tight
pricings which in hindsight helped shield the fund from negative
performance as most of them performed poorly. In the meantime,
perpetuals in the GCC along with Omani corporates still offer value

along with Egyptian and Bahrain government bonds.

The Fund’s primary objective is to generate income and seek capital 
appreciation over the medium to long term. 

To achieve its objective, the Fund will actively invest in Government 
and Corporate Fixed Income, Sukuk, Repo, Money Market, and 
other Fixed Income related instruments.

Investment Objective

Fund Information

Top Holdings Top Risk Statistics 

This report should not be considered an offer to sell, or a solicitation to buy, shares mentioned herein. Past performance is no indication of future results. Fund historical performance does not promise the same or similar
results in the future. Principal value, share prices and investment returns fluctuate with changes in market conditions. The information contained herein has been compiled from sources believe to be reliable; however SICO
BSC(c) does not guarantee its accuracy or completeness. Opinions, forecasts and estimates constitute our judgment as of the date of this report and are subject to change without notice. This report is not a solicitation of
an order to buy or sell securities or to provide investment advice or service. SICO or its affiliates may from time to time engage in long or short positions in the securities mentioned herein. SICO or its affiliates may act as
principal, agent or market maker or provide other services to the issuers of securities mentioned herein. This report is provided for information purposes only and may not be copied or distributed to any other person
without the prior written consent of SICO
SICO BSC(c) claims compliance with the Global Investment Performance Standards (GIPS®). SICO BSC(c) is a closed joint stock company registered in Bahrain and operates a wholesale banking license from the Central 
Bank of Bahrain. The company is registered with the Ministry of Industry and Commerce and is listed on the Bahrain Stock Exchange as a closed company. To receive a list of composite descriptions and/or a presentation 
that complies with the GIPS standards, write to asset management@sicobahrain.com, or call 973 17 515000.

SICO BSC(c) P.O. Box 1331, BMB Centre, Diplomatic Area, Manama, Kingdom of Bahrain, T: +973 1751 5000, F: +973 1751 4000. Licensed as a conventional wholesale bank by the CBB.    sicobank.com
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SICO FIXED INCOME FUND
Class B | October 2019

NAV USD 111.79 0.6%

Country Allocation

Managers Commentary

The SICO Fixed Income Fund continued its impressive run and
increased by 0.6% in October outperforming the Barclays GCC Bond
Index which rose by only 0.1% as local markets were forced to deal
with volatile rates and an increase in regional debt supply.

GCC bond markets made a late comeback in October to close the
month positively despite trading in negative territory for most of the
month as investors struggled to stomach nearly USD 6 billion of new
corporate debt. Moreover, the absence of traders in such issues put
a dent in bid side liquidity and lent no real support that markets were
previously used to. The real estate sector was particularly badly
affected with both bonds and Sukuks taking a toll after comments
were made that the Dubai market was oversupplied and required the
government to suspend new contracts for at least two years. The
regional fixed income market also felt inherently heavy in general
after recording its best ever year to date at 13.4% and without any
real catalysts it was only natural that prices were eventually going to
give way. However, a brave Fed cut rates once again at the end of
October which caused 10 year treasuries to fall to 1.70% from 1.85%
recently undoing previous efforts by the international community to
restore market confidence. In the UK, parliament have finally agreed
some sort of deal on brexit while chances of a US – China trade deal
have also improved after agreeing a draft on phase 1.

The fixed income fund however remained resilient amongst these
obstacles due to its short term and credit driven strategies which
provided investors with consistent returns, favoring credit risk over
capital appreciation. Overall, most of the outperformance came from
our overweight in Bahrain Government bonds as it was the top
performer at 1.9% while other GCC states traded flat on average.
Demand for Bahraini debt has increased especially after the
Kingdom started to see benefits from its reforms and with the new
bonds out of the way, prices pushed higher with hardly any sellers.
On the other hand, our “off-the-run” issues in selected names such
as Mazoon, KIPCO, BBK also provided stability and helped wither
any negative effects from our real estate exposure. This was in any
case minimal at only 11% of the NAV with the majority in Saudi
which is probably the most resilient market in the GCC at the
moment. We also stayed out of new issues last month due to tight
pricings which in hindsight helped shield the fund from negative
performance as most of them performed poorly. In the meantime,
perpetuals in the GCC along with Omani corporates still offer value
along with Egyptian and Bahrain government bonds.

The Fund’s primary objective is to generate income and seek capital 
appreciation over the medium to long term. 

To achieve its objective, the Fund will actively invest in Government 
and Corporate Fixed Income, Sukuk, Repo, Money Market, and 
other Fixed Income related instruments.

Investment Objective

Fund Information

Top Holdings Top Risk Statistics 

This report should not be considered an offer to sell, or a solicitation to buy, shares mentioned herein. Past performance is no indication of future results. Fund historical performance does not promise the same or similar
results in the future. Principal value, share prices and investment returns fluctuate with changes in market conditions. The information contained herein has been compiled from sources believe to be reliable; however SICO
BSC(c) does not guarantee its accuracy or completeness. Opinions, forecasts and estimates constitute our judgment as of the date of this report and are subject to change without notice. This report is not a solicitation of
an order to buy or sell securities or to provide investment advice or service. SICO or its affiliates may from time to time engage in long or short positions in the securities mentioned herein. SICO or its affiliates may act as
principal, agent or market maker or provide other services to the issuers of securities mentioned herein. This report is provided for information purposes only and may not be copied or distributed to any other person
without the prior written consent of SICO
SICO BSC(c) claims compliance with the Global Investment Performance Standards (GIPS®). SICO BSC(c) is a closed joint stock company registered in Bahrain and operates a wholesale banking license from the Central 
Bank of Bahrain. The company is registered with the Ministry of Industry and Commerce and is listed on the Bahrain Stock Exchange as a closed company. To receive a list of composite descriptions and/or a presentation 
that complies with the GIPS standards, write to asset management@sicobahrain.com, or call 973 17 515000.
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