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The Fed delivered an as-expected 50bp hike in December, along with a hawkish
statement, raising the fed fund rate to 4.5% as widely expected. We continue to
expect Fed to deliver three 25bp hikes in 2023. The Bloomberg US Treasury Index
returned -12.5%, its second straight full-year loss and the biggest in its four-decade
history; the worst months for the index were in September (-3.45%), March (-3.11%)
and April (-3.10%); the 1Q loss of 5.58% was the biggest on record for a single
quarter. Global Aggregate Bond was down 17% in 2022, driven by Investment Grade
(-16%) and High Yield (-13%). Regionally, KSA and Qatar declined 13% respectively
2022, followed by an 11% decline in the UAE. The Global Sukuk fund was up 0.49% in
December 2022, versus the benchmark 0.87%. With this we end the year with
positive returns (0.44 % in 2022) versus -7.18% for the benchmark.

We expect rates to peak in Q1 2023 and possibly decline after that (mostly in H2
2023), as the US might enter a policy-induced global recession. Overall, we expect
total returns for bonds to be positive in 2023. Even though it might take a hit on the
Mark to Market (MTM), coupons will compensate for the MTM loss. A still
challenging backdrop suggests that quality will likely continue to outperform, as it
did this past year, but potentially with the addition of yield. Within Investment
Grade and High Yield, we expect external balances to continue driving relative
spread performance. In addition, when screening for sovereigns that could provide
better carry sources, we look at sovereigns with higher volatility-adjusted yields
and a lower beta to global risk. As we march into 2023, GCC is better placed
compared to developed markets as this region remains on the relative growth
advantage compared to the U.S. (on the cusp of recession) and Europe (arguably
already in technical recession). Inflation in this region appears to be benign, unlike
the developed market. So, both from a growth and CPI perspective, this region
seems better placed. However, from a credit spread perspective, Asia could do
better than GCC/MENA especially the Investment Grade, as it has more room to
compress, and the reopening of China in H1 of 2023 will be favourable to the credit
spreads further.
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Portfolio Statistics

Fund AUM $81m

NAV per Share 100.44

Dividend per Share 0

Performance

Returns  since Inception* 0.44%

Year to Date (YTD)* 0.44%

Month to Date (MTD) 0.49%
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The opinions presented herein are based on general information at the time of writing and are subject to
change without notice. SHUAA GMC Limited (“SHUAA”), SHUAA Capital psc (“SHUAA Capital”), and/or affiliate companies (together
with SHUAA and SHUAA Capital, the “Group”) does not and do not guarantee its accuracy or completeness. This information is
intended only for qualified institutional investors that are professional clients or market counterparties, not an individual natural
person. The content is provided within the UAE by SHUAA Capital. SHUAA Capital is regulated by the UAE Securities and
Commodities Authority (“SCA”). Neither SCA nor any other regulatory authority have reviewed or approved this content. This sheet
is provided for informational purposes only. It is not an offer to sell or issue, or any solicitation of any offer to purchase, subscribe for
or otherwise acquire, any securities, and nothing contained herein shall form the basis of any contract or commitment. Any offering
related to the subject matter of this communication will be made pursuant to separate documentation. This sheet may contain
statements about future events and expectations that are forward-looking statements. Such statements typically contain words
such as "expects" and "anticipates" and similar words. Any statement in this material that is not a statement of historical fact is a
forward-looking statement that involves known and unknown risks and none of the information should be taken as forecasts or
promises nor as implying any indication, assurance or guarantee that the assumptions on which the content has been prepared
are correct or exhaustive. Past performance is not necessarily indicative of future results. The information in this sheet are provided
at the date of writing and are subject to change without notice. There is no obligation to update or modify this information if there
are changes. No representation or warranty, express or implied, is made or given by or on behalf of SHUAA, the Group, or any of
their shareholders, affiliates, directors, employees, agents or advisers or any other person as to the accuracy, completeness or
fairness of the information or opinions contained in this presentation. Neither SHUAA nor the Group nor any of their respective
shareholders, affiliates, directors, employees, agents or advisers or any other person accepts any liability (in negligence or
otherwise) whatsoever for any arising from any use of this contents or otherwise arising in connection herewith. This presentation
does not constitute a recommendation regarding the purchase of any financial instrument. The recipient is strongly advised to seek
their own independent advice in relation to any investment, financial, legal, tax, accounting or regulatory issues discussed herein.
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Murabaha Mezz Shine 20%

TFG Sukuk 10 1/2 14%

ADIBUH 7.125 Perp Corp 6%

DAMACR 6 ⅝ 04/18/23 Corp 5%

AUBKWK 3 7/8 Perp Corp 4%

Sukuk Credit Rating Breakdown Risk metrics

Yield to Maturity 6.9%

Average yearly  Coupon 6.8%

Duration (Years) 1.96

Maturity (Years) 1.92

Avg. Rating BB-

* Underlying entity is rated A+/Investment grade

Fund Metrics Top 5 Holdings

Asset Management Sales
Email: Amsales@shuaa.com
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