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SICO FIXED INCOME FUND
Class A | February 2020

NAV USD 109.10 0.6%

Country Allocation

Managers Commentary

The SICO Fixed Income Fund succumbed to the pressures of an
international market selloff and dropped by 0.6% in February as fears
of a global health pandemic spurred fears of an economic slowdown
with equity markets and emerging market debt worst affected. The
stronger rated Barclays GCC Bond Index closed the month 0.1% up.

The Coronavirus or COVID-19 as it is now called has dominated
headlines all around the world and thrown fundamentals out of the
window as the number of new cases globally continues to rise. In
particular, the increasingly wide and rapid spread in Asia, Europe
and the Middle East has sparked fears of a recession due to the
widening economic impact on global supply chains, travel and
consumption as various countries introduce preventive measures to
contain the virus. The extent of the situation can be seen in treasury
markets as the 10-year dropped to its lowest level in history at
1.12%, even lower than the financial crisis or any other crisis before
that. Markets are now pricing in 3 rate cuts by the end of the year
(Fed previously mentioned that they will likely remain on hold in
2020) and the asymmetric reactions in various assets classes will
make it difficult to sustain any cheapening in safe-havens. Even the
treasury correlated GCC securities such as Saudi, Abu Dhabi and
Qatar dropped in this environment although non-IG names were the
worst affected as the virus continues to spread quickly throughout
the region.

The Fund therefore underperformed but was able to maintain most of
its performance and is still up by 0.4% on a year to date basis. It was
challenging to generate any gains when the whole market has been
falling and nearly all of our performance was driven by the carry
return this month. Nevertheless, we have been relatively prudent and
positioned the fund defensively by carrying a duration less than half
of the index while emphasizing credit related plays in the GCC debt
market. We have been vocal on Bahrain and Egypt but the
correlation between securities all turned positive in what has proved
to be the worst week since the financial crisis in 2008. Corporate
bonds also fell and their high yields did not help to stem off a drop
amidst the weakening risk appetite. However, some of our “off-the-
run” and illiquid issues did provide adequate protection in the current
market environment. The question now of course is whether the
unwind in risk will continue or whether the recent weakness now
creates a more attractive entry level. With COVID-19 now having
perhaps replaced global (U.S./China) trade as the main anchor to
investor sentiment, its duration and handling will be key to counter a
global recession.

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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Last 3 years

Returns (%) Fund Index

February 2020 -0.5 0.1

2018 1.9 0.3

2019 10.6 15.0

YTD (February 2020) 0.5 1.5
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 $       1,000,000.00 
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SICO FIXED INCOME FUND
Class B | February 2020

NAV USD 111.63 0.5%

Country Allocation

Managers Commentary

The SICO Fixed Income Fund succumbed to the pressures of an
international market selloff and dropped by 0.5% in February as fears
of a global health pandemic spurred fears of an economic slowdown
with equity markets and emerging market debt worst affected. The
stronger rated Barclays GCC Bond Index closed the month 0.1% up.

The Coronavirus or COVID-19 as it is now called has dominated
headlines all around the world and thrown fundamentals out of the
window as the number of new cases globally continues to rise. In
particular, the increasingly wide and rapid spread in Asia, Europe
and the Middle East has sparked fears of a recession due to the
widening economic impact on global supply chains, travel and
consumption as various countries introduce preventive measures to
contain the virus. The extent of the situation can be seen in treasury
markets as the 10-year dropped to its lowest level in history at
1.12%, even lower than the financial crisis or any other crisis before
that. Markets are now pricing in 3 rate cuts by the end of the year
(Fed previously mentioned that they will likely remain on hold in
2020) and the asymmetric reactions in various assets classes will
make it difficult to sustain any cheapening in safe-havens. Even the
treasury correlated GCC securities such as Saudi, Abu Dhabi and
Qatar dropped in this environment although non-IG names were the
worst affected as the virus continues to spread quickly throughout
the region.

The Fund therefore underperformed but was able to maintain most of
its performance and is still up by 0.5% on a year to date basis. It was
challenging to generate any gains when the whole market has been
falling and nearly all of our performance was driven by the carry
return this month. Nevertheless, we have been relatively prudent and
positioned the fund defensively by carrying a duration less than half
of the index while emphasizing credit related plays in the GCC debt
market. We have been vocal on Bahrain and Egypt but the
correlation between securities all turned positive in what has proved
to be the worst week since the financial crisis in 2008. Corporate
bonds also fell and their high yields did not help to stem off a drop
amidst the weakening risk appetite. However, some of our “off-the-
run” and illiquid issues did provide adequate protection in the current
market environment. The question now of course is whether the
unwind in risk will continue or whether the recent weakness now
creates a more attractive entry level. With COVID-19 now having
perhaps replaced global (U.S./China) trade as the main anchor to
investor sentiment, its duration and handling will be key to counter a
global recession.

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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