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Country Allocation

Managers Commentary

The SICO Fixed Income Fund put up another staggering performance and
managed to protect most of its gains in March despite the extreme rate
volatility as the rest of the GCC debt market succumbed to the pressure of the
sudden surge in long term treasury yields with the Barclays GCC Bond Index
ending the month lower by 0.7%.

GCC bonds marked their 3rd straight month of losses as high duration bonds
fell victim to the extreme jump in treasury yields as 10 year rates rose by
another 35 bps in March, ending the month at 1.75%, or 85 basis points
higher since the beginning of the year. A series of strong unemployment data,
coupled with fears of higher inflation and a very dovish Federal Reserve has
sky rocketed long term yields again in March buoyed by continued optimism
on containment of the virus as well as higher oil prices. A decision by OPEC+
on 4 March 2021 to hold supply largely unchanged in April helped consolidate
oil prices above USD 65/bbl, thereby benefitting the entire GCC bloc. With the
exception of Kuwait, fiscal deficits are likely to retreat to single digits for the
rest of the Gulf – or actually shift to a surplus as in the cases of Qatar and Abu
Dhabi. Saudi Arabia would also make significant progress and almost narrow
its deficit to mid-single digits. This has been reflected in the average spread of
GCC bonds as these tightened to 158 bps in March, the lowest in over a year
and just 10 bps away from pre-pandemic levels while the average yield rose
to 2.9% compared to 2.5% since the start of the year.

The Fund performed accordingly well and benefitted from its defensive
positioning with an overweight in low duration bonds as well as other high
yielding names. In fact, all the securities with a maturity of less than 5 years
ended the month in positive territory with corporates leading the way. Real
Estate names continued to outperform attracting bids from the region as
interest rates remain extremely low and favourable to the sector, buoyed by
adequate balance sheets and improving cash positions. The picture was
however mixed in Bahrain as long term bonds succumbed to the pressure of
higher rates while short term names, particularly the Sukuks outperformed
and maintained a carry during the month. This has been the general theme as
Sukuks from Oman, the UAE as well as outside the region outperformed and
contributed to the positive return of the fund this month. Also some of the
financial bonds in the fund benefitted from the current environment, backed by
large buyers and a general lack of supply, particularly in the perpetual space.

Nevertheless, we note that the stabilization of treasury yield movements will
bring some relief to GCC assets and we believe that the market backdrop is
still conducive of risk taking in the region. In particular, the rise in oil and
commodity prices should be a supportive factor as there is a clear, positive
correlation between GCC fixed income returns and oil prices historically; the
losses of GCC fixed income assets over the past few weeks therefore appear
unusual, suggesting some room for upside ahead. This should also help to
stabilize flows. GCC Bond yields also increased to a yearly high which usually
leads to long-end outperformance, spread compression and inflows.

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.
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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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SICO FIXED INCOME FUND
Class B | March 2021

NAV USD 114.38 0.0%

Country Allocation

Managers Commentary

The SICO Fixed Income Fund put up another staggering performance and
managed to protect most of its gains in March despite the extreme rate
volatility as the rest of the GCC debt market succumbed to the pressure of the
sudden surge in long term treasury yields with the Barclays GCC Bond Index
ending the month lower by 0.7%.

GCC bonds marked their 3rd straight month of losses as high duration bonds
fell victim to the extreme jump in treasury yields as 10 year rates rose by
another 35 bps in March, ending the month at 1.75%, or 85 basis points
higher since the beginning of the year. A series of strong unemployment data,
coupled with fears of higher inflation and a very dovish Federal Reserve has
sky rocketed long term yields again in March buoyed by continued optimism
on containment of the virus as well as higher oil prices. A decision by OPEC+
on 4 March 2021 to hold supply largely unchanged in April helped consolidate
oil prices above USD 65/bbl, thereby benefitting the entire GCC bloc. With the
exception of Kuwait, fiscal deficits are likely to retreat to single digits for the
rest of the Gulf – or actually shift to a surplus as in the cases of Qatar and Abu
Dhabi. Saudi Arabia would also make significant progress and almost narrow
its deficit to mid-single digits. This has been reflected in the average spread of
GCC bonds as these tightened to 158 bps in March, the lowest in over a year
and just 10 bps away from pre-pandemic levels while the average yield rose
to 2.9% compared to 2.5% since the start of the year.

The Fund performed accordingly well and benefitted from its defensive
positioning with an overweight in low duration bonds as well as other high
yielding names. In fact, all the securities with a maturity of less than 5 years
ended the month in positive territory with corporates leading the way. Real
Estate names continued to outperform attracting bids from the region as
interest rates remain extremely low and favourable to the sector, buoyed by
adequate balance sheets and improving cash positions. The picture was
however mixed in Bahrain as long term bonds succumbed to the pressure of
higher rates while short term names, particularly the Sukuks outperformed
and maintained a carry during the month. This has been the general theme as
Sukuks from Oman, the UAE as well as outside the region outperformed and
contributed to the positive return of the fund this month. Also some of the
financial bonds in the fund benefitted from the current environment, backed by
large buyers and a general lack of supply, particularly in the perpetual space.

Nevertheless, we note that the stabilization of treasury yield movements will
bring some relief to GCC assets and we believe that the market backdrop is
still conducive of risk taking in the region. In particular, the rise in oil and
commodity prices should be a supportive factor as there is a clear, positive
correlation between GCC fixed income returns and oil prices historically; the
losses of GCC fixed income assets over the past few weeks therefore appear
unusual, suggesting some room for upside ahead. This should also help to
stabilize flows. GCC Bond yields also increased to a yearly high which usually
leads to long-end outperformance, spread compression and inflows.

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.
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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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