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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. 

Strategy 
Value Bonds - Emerging Market Corporates primarily invests in Emerging Markets corporate bonds, cf. the fund’s prospec-
tus. 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. The investment universe includes Investment Grade 
bonds, High Yield bonds and to a limited extend non-rated corporate bonds. 
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See performance and fund data Return is calculated gross of fees and excluding swing. 

Rising interest rates
New head of the Turkish CB 
Market. March ended with a negative return for Emerging 
Markets (EM) government bonds of minus 1.1%. The return 
was primarily driven by increasing U.S. interest rates. 10Y 
American interest rates increased by more than 30 bps 
following a 35 bps increase in February. The credit spread 
was unchanged at 354 bps. However, since the strategy 
change happened on March 9, the asset class delivered a 
return of 0.7% as credit spread tightening of 20 bps offset 
the increase in interest rates. 
 
The bond markets continued to discount a more optimistic 
scenario for the economic development with increasing 
inflation expectations – this caused U.S. rates to increase 
in March. These increases resulted in large losses to spe-
cific segments of the U.S. Treasury market. Mid-March the 
drawdown on 30Y bonds was around 25%. However, de-
spite the increasing interest rates indices for the U.S., fi-
nancial conditions continued to show a supportive mone-
tary policy. Historically, increasing interest rates have been 
positive to risky assets in Emerging Market Sovereign credit 
spreads. However, the absolute return of the asset class 
do suffer from the increasing interest rates. 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

In terms of specific country news, the big headlines came 
from Turkey where President Erdogan once again decided 
to change the management of the central bank. Following 
consecutive interest increases of almost 9%, the president 
decided it was time to a change in leadership. The new 
chief of the central bank is professor within banking and a 
columnist in a government supportive newspaper. A per-
son unknown to the financial markets. The now previous 
head of the central bank was a key figure to restore market 
faith in the economic policy of the country. The change 
has therefore caused an increase in the uncertainty of the 
forward-looking economic policy, and the country’s bonds 
fell around 8% during March 
 

Return in line with index 
The Portfolio had a positive return of 0.6% in March, which 
was in line with the benchmark. 
 
The biggest contributors to the absolute return in March 
was Indonesia, Ecuador and Sri Lanka. In the opposite end, 
high yield countries like Ghana, Egypt and Kenya had the 
biggest negative impact on the fund return. Ghana issued 
3bn in March, Egypt issued in February and Kenya an-
nounced a large intended issuance. This supply was the 
main driver of the negative returns. 
 
The relative return was supportive of an underweight to 
Turkey. We do not think the current development within 
the country is consistent with the social sustainability re-
quirements of the fund and therefore hold a large under-
weight. 

9 March 2021, the fund changed name from ”Value Bonds – Emerging Markets Corporates” to “Emerging Market Bonds”. 
The name change took place as part of a name reform among our investment products. The fund also changed strategy to 
sovereigns. The fund still invests in corporates, but primarily state owned enterprises. 

http://www.sparinvest.lu/fund%20range/retail%20investors/emerging%20markets%20corporate%20value%20bonds%20eur%20r.aspx
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