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Spotlight on SICO’s
Fixed Income Solutions

The fixed income markets have experienced a fascinating journey over the past twelve months,

characterized by significant fluctuations in interest rates that reflect the evolving outlook for

inflation and job growth. The landscape has shifted dramatically, with investors navigating a

complex environment of changing economic indicators and Federal Reserve policies.

Yields have rebounded to yearly highs, with GCC yields

now at 5.5%, approaching historical peaks.

At the beginning of 2024, high inflation dominated the narrative, consistently exceeding

expectations. Inflation rates hovered above 3%, remaining significantly above the Federal

Reserve’s target of 2%. This persistent inflation, coupled with a tight labor market, created a

backdrop of uncertainty, leading to increased market volatility with markets pricing out any rate

cut expectations. However, a notable shift occurred over the summer last year as

unemployment ticked up from 3.9% to 4.2%, bringing job growth to the forefront of economic

discussions and convinced the US Federal Reserve to cut rates for the first time since the

outbreak of covid in March 2020.
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The SICO Fixed Income Fund delivered a net return of

3.0%, while the Elzaad Sukuk Fund impressed with

5.5% in its inaugural year.

This was followed through by two additional 25 basis point cuts in November and December.

These actions led investors to price in a total of up to ten rate cuts in the current cycle, resulting

in a drop in 10-year Treasury yields to as low as 3.60% in September 2024. However, as

economic strength persisted and inflation fears resurfaced, particularly following President

Trump's reelection, yields increased by more than 100 basis points back to mid-4%. The return

of inflation concerns, fueled by potential tariffs, tax cuts, and increased U.S. Treasury

borrowings, added complexity to the fixed income landscape. The prospect of deregulation and

trade wars raised questions about sustained economic growth and inflationary pressures,

causing many investors to reassess their strategies.

The Fixed Income Fund boasts positive returns in 9 out

of the last 10 years, highlighting a consistent track

record

Despite these challenges, the current market environment presents a compelling opportunity

for fixed income investors. Yields have rebounded to yearly highs, with GCC yields now at 5.5%,

approaching historical peaks. This offers investors an attractive entry point, especially given the

positive macro backdrop characterized by de-escalating geopolitical tensions, high oil prices,

and improving balance sheets among GCC governments. The risk profile for fixed income

investments has improved significantly compared to previous years, providing a more

favorable environment for investors seeking yield and diversification. Today, the fixed income

market offers a wealth of opportunities, and while there is potential for yields to rise further, the

current valuations appear attractive from an “all-in” yield standpoint.

SICO Fixed Income Fund and Elzaad Sukuk Fund continue to set benchmarks in the fixed

income investment space, offering robust returns, liquidity, and diversification opportunities for

investors.

Both funds have demonstrated exceptional performance, topping their peer groups in 2024.

The SICO Fixed Income Fund delivered a net return of 3.0%, while the Elzaad Sukuk Fund



impressed with 5.5% in its inaugural year. The Fixed Income Fund boasts positive returns in 9

out of the last 10 years, highlighting a consistent track record.

With yields at historical highs, the SICO Fixed Income Fund offers a yield of 7%, and the Elzaad

Sukuk Fund provides 6.3%. These figures position investors for steady income generation, with

targeted annual returns between 5.5% and 7.5%.

The SICO Fixed Income Fund offers weekly liquidity, while the Elzaad Sukuk Fund provides

monthly liquidity, ensuring access to your investments when needed. With a minimum

investment of just USD 100,000—half the amount typically required for individual bonds—

investors can enter high-quality fixed income markets with ease.

Both funds offer access to over 30 high-quality fixed income securities across eight countries,

with a focus on GCC markets and government-related securities. This approach mitigates risk

while leveraging growth opportunities in emerging markets.

The Fixed Income Fund distributed over 80% of its profits last year, while the Elzaad Sukuk

Fund delivered nearly 50%. By reinvesting, investors can enhance the compounding potential

of their portfolios.

At SICO, our investment philosophy is grounded in forming comprehensive capital market

expectations and strategically selecting the best fixed income securities to capitalize on

market opportunities. We believe in harnessing the dynamic nature of the financial

landscape to enhance returns for our clients by identifying and seizing market

opportunities to generate alpha through a multi-faceted strategy that includes technical

analysis, spread trades, and rating catalysts.



A key strength of SICO lies in our in-house credit research team, which provides

immediate access to customized research on specific credits, complemented by the

intuition and expertise of our seasoned portfolio managers and traders. With access to

over 50 counterparties, we optimize trading and achieve the best executions, combining

insights from our back-end research with the execution capabilities of our front office

portfolio managers and traders. This disciplined and proactive approach enables us to

deliver the highest standards in the fixed income asset class, ensuring we not only meet

but exceed client expectations while remaining agile and responsive to the ever-evolving

financial markets on a consistent basis.
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