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Ethical Emerging Markets Value 

For further information we refer to the prospectus, the key investor information document and the current annual / semi-annual report of Sparinvest SICAV which can be obtained 
free of charge at the offices of Sparinvest or of appointed distributors together with the initial statutes of the funds and any subsequent changes to such statutes. Investments are 
only made on the basis of these documents. Past performance is no guarantee for future returns. Investors may not get back the full amount invested. Investments may be subject 
to foreign exchange risks. The indicated performance is calculated Net Asset Value to Net Asset Value in the fund’s base currency, without consideration of subscription fees. 

Strategy 
Ethical Emerging Markets Value invests in equities issued by companies from Emerging Markets, cf. the fund’s prospectus. Stocks are 
selected using the value strategy, meaning that through careful fundamental analysis, the team strives to identify companies that trade 
at healthy discounts relative to intrinsic value. A risk-aware approach to the portfolio construction ensures a well-diversified portfolio 
and broad exposure across sectors and countries. 
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Return is calculated gross of fees and excluding swing. 

China concerns roil markets 
Equity sell-off reflected new risks 
Markets declined significantly in July, with the MSCI Emerging 
Markets Index declining by 6.72% in euros in the month. Per-
formance in Emerging Market equities stood in contrast with 
those of developed markets in the month, as the MSCI World 
index of developed markets rose by 1.80% 
 
Without question, the single biggest driver of index returns in 
the month was the performance of the Chinese market, 
which accounts for approximately one third of the index. In 
recent months, authorities in China had become more stri-
dent in asserting their control over its capital markets. The 
crackdown, initially on a few individual companies, acceler-
ated in July as the authorities addressed Chinese companies 
with foreign listings, apparently motivated by the IPO in New 
York of Chinese ride-sharing app company Didi. However, the 
market sell off accelerated as market segments such as pri-
vate education and technology appeared to be areas of con-
cern for authorities. The MSCI China index ultimately declined 
by almost 15% in the month. 
 
The declines in China drew the headlines; however, equities 
in other significant emerging markets also declined. Export 
dependent South Korea and Taiwan struggled as concerns 
grew over the pace of economic recovery in the U.S. Com-
modity exposed Brazil also experienced equity market de-
clines as an OPEC decision on increasing oil supplies nega-
tively impacted oil prices. Of the major markets only India 
managed to eke out a positive return as the economy con-
tinued its recovery from the punishing wave of COVID-19 in-
fections a few months previously. 
 

Most sectors were negative in the month, however looking 
beyond the impact from the Chinese market, segments such 
as Materials performed well. Materials stocks were strong as 
economic bellwether commodities such as copper rose in the 
month. Conversely, the Energy sector was weak as oil prices 
declined after OPEC reached a tentative agreement on in-
creasing supply. 
 

Stock selection remained important  
The Portfolio declined by 5.29% in the month, outperforming 
the MSCI Emerging Markets Index which declined by 6.72%. 
Equally, the MSCI Emerging Markets Value index was under-
weight China relative to the broader MSCI Emerging Markets 
index, and posted a decline of 4.74%. 
 
That the fund outperformed MSCI Emerging Markets was pri-
marily due to individual stock selection. As if to belie the sell-
off in China, portfolio holding Zhuzhou CRRC Times Electric, a 
Chinese manufacturer of equipment for locomotives and ur-
ban transport had a strong month as the market began to 
appreciate better its potential in semiconductors with appli-
cations in both electric trains and electric vehicles. As the 
share price rallied, we in fact divested our position during the 
month. Chinese auto dealer China Yongda also contributed 
strongly. 
 
Ternium, a Latin American steel producer with assets in Mex-
ico and Brazil, was another strong performer. Ternium is ben-
efitting from extremely tight demand conditions for steel glob-
ally leading to high margins and strong earnings. 
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