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The inflation theme continued
Positive month for risky assets

Positive return, ahead of benchmark

Markets. Credit spreads in the High Yield (HY) market tightened 12 bps in June. The benchmark index yielded a positive
return of 0.90%, bringing the year-to-date return at 2.74%.

The Portfolio had a positive return of 1.04% for June, which
was 0.14 percentage points ahead of the benchmark. Yearto-date the fund’s return is 4.24%, which is 1.50 percentage
points ahead of the benchmark.

Developments in the financial market in June were characterized by positive returns on risky assets combined with a flatter yield curve, due to higher short-term government interest
rates and lower long-term government interest rates. Business confidence indicators in the U.S. and Asia paint a picture
of growth-momentum close to climax. In Europe, the overall
positive development continued in June due to the delayed
evolution of the Corona crisis. The return on risky assets relative to risk-free assets in the early summer did not follow
the same unambiguous pattern that prevailed in the previous
quarters, highlighting that the environment has become more
complex.
The complexity goes beyond expectations of economic momentum. In the United States and Europe, mass vaccinations
led to the reopening of societal activity - which over time will
lead to a normalization of economies. The development is
therefore increasingly contrary to maintaining the current
monetary policy, which still includes monthly QE programs of
USD 120 billion in the U.S. and EUR 80 billion. in Europe. The
most recent FOMC meeting revealed that the central bank
had to once again change its economic forecast towards
higher inflation in 2021 and lower unemployment rates in
2022. At the meeting, several members expressed a desire
to bring forward the monetary policy tightening. Credibility is
declining both in the monetary policy manuscript and in the
belief that rising inflation is temporary, as expected by the
Return is calculated gross of fees and excluding swing.

Financials and Real Estate were the two sectors that generated the largest positive contribution to the portfolio relative
to the benchmark, while IT and Consumer Staples were the
worst contributors to the fund’s return. The positive contribution from Financials was broad based but the two largest
contributions came from a larger UK bank and a Danish bank.
In Real Estate, the positive contribution came primarily from
the fund's underweight in Chinese real estate companies,
which generally had a tough month. One of the largest Chinese real estate companies has had its credit rating downgraded after uncertainty regarding the company’s ability to
pay its short bonds and several Chinese banks limiting the
lending options for the company. The negative contribution
from IT came primarily from a position in a Nordic company
that offers solutions for sending auto-generated messages to
a company's customers. The company announced an acquisition increasing the size of the bond and its leverage. The
bondholders were compensated by receiving a fee for accepting the changes. In Consumer Staples, the negative contribution was due of the funds underweight in the sector.
In June, two positions were called and eight positions were
sold as they have reached their expected return. The proceeds were reinvested in six new issues, two new positions
and in increasing the weights across existing positions. The
changes resulted in a roughly unchanged spread for the portfolio.
See performance and fund data
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Strategy
Ethical High Yield Value Bonds invests in global corporate bonds, cf. the fund’s prospectus. Bond selection is based on the value
approach, meaning that the team focuses on bonds issued by companies with healthy long-term earnings power and strong balance
sheets as well as an expected ability to service outstanding debt. The portfolio is diversified across sectors, regions and credit ratings.
At least 2/3 of the portfolio are invested in High Yield bonds. Up to 15% may be invested in corporate bonds issued by companies
operating in Emerging Markets.

This material does not constitute individual investment advice and cannot form the basis for a decision to buy or sell (or an omission thereof) of investment certificates. The
material has been prepared for information purposes only and investors are encouraged to seek necessary professional advice before buying or selling investment certificates.
Sparinvest does not undertake any responsibility for the advice given and actions taken or not taken in respect of this material. The mentioned sub-fund is part of Sparinvest SICAV,
a Luxembourg-based, open-ended investment company. Investors are urged to read the prospectus, the key investor information document and the current annual / semi-annual
report of Sparinvest SICAV prior to investing. The documents are available at sparinvest.lu. There are always risks involved when investing and it is stressed that past performance
or past return cannot be considered as a guarantee for future performance or return. Investors may not get back the full amount invested. Sparinvest makes reservations for
possible typing errors, calculation errors and any other errors in the material.

