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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 
Sparinvest Global Convertible Bonds is a well-diversified global fund of convertible corporate bonds. Convertible corporate bonds are an asset class in 
the intersection between stocks and bonds that give some exposure to the stock market with a significantly lower risk than direct investment in the 
stock market. The strategy utilizes long-term factor premiums such as value, low debt and small cap. These are investment styles that, with certain 
fluctuations along the way, have historically delivered a long-term excess return compared to investments in the entire market. 
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Attention turned to inflation 
Inflation and interest rates  
Markets. With the expectation of reopening in large parts of 
the world over the summer, the market has moved its focus 
to inflation and interest rates. Will we see inflation move 
higher followed by interest rate hikes from the central banks? 
While the short rates have remained low, the longer rates 
have moved upwards the last few months, which is a reac-
tion to higher expected inflation and growing debt burdens. 
At the same time a significant lift in the economic activity is 
expected when reopening around the world finally sets the 
economy free again. The “threat” of rising inflation and inter-
est rates dampens the markets while the expectations of in-
creased economic activity fuels the markets. These opposite 
powers creates tension and volatility in the market. 
 
The global stock market returned 5.5% in local terms and 
8.5% in euros, but that spans over two quite different periods, 
roughly split in mid-February. While the first half of the quarter 
was driven by positive moods driving everything up, the sen-
timent turned in mid-February where focus turned towards 
inflation and interest rates. 
 
The second half of the quarter showed great differences in 
performance, especially by small cap and value taking the 
lead while momentum and growth were lagging. The global 
small cap index ended the quarter at 10.5% in local terms 
while growth returned 1.4%. Different things are at stake here, 
higher interest rates leads to lower present value of earnings 
far in the future. Also, higher price multiples are more rate 
sensitive if one assumes that the earnings yield premium is 
kept steady. Additionally, the expectations of higher eco-
nomic activity in the near future has transferred capital from 
growth companies that were viewed as a safe haven towards 
undervalued and more cyclical companies. 
 
The rising rates created a difficult environment for bonds, in 
particular bonds with long duration. The credit spread nar-
rowed for High Yield roughly offsetting the rising rates and 
High Yield (BAML HW00) returned 0.5% in euro hedged terms. 
Investment Grade (BAML G0BC) returned -3.5%. 

Another strong quarter 
The Portfolio returned 5.4% gross of fees and 5.2% net of 
fees in Q1. The Morningstar category returned 0.8% while our 
benchmark returned 0.7%. 
 
Performance from last quarter continued this year and the 
focus on quality and value was once again rewarded in a 
quarter where expensive companies came under pressure. 
Our underweight in the very expensive parts of the market, 
where U.S. tech is dominant, meant that our portfolio was 
more resilient when growth companies fell during the second 
half of the quarter. Small cap and corona recovery companies 
had a good quarter and contributed positively to the return. 
 
The high level of new issues from 2020 has continued into 
2021 where more than EUR 48bn was issued in Q1, primarily 
from USA. It has been a well-diversified list of issuers such as 
Ford, Twitter, Airbnb, Just Eat and Dropbox. From Scandinavia 
we saw Spotify, Cellink and Scandic Hotels. 
 
Some of the new issues we bought was Beyond Meat, a 
leading producer of plant based meat alternatives and 
Enphase Energy, a solar energy company; two companies 
that fits well into our sustainable vision. Shop Apotheke, an 
online pharmacy in Europe, Cellink, a Swedish life-science 
company producing 3D bio print equipment and French Na-
con, a producer of videogames and gaming accessories.  
 
The pull back for growth companies in Q1 offered good op-
portunities to pick up some bonds at reasonable prices, often 
under par, which we took advantage of during the quarter. 
Many of the new issues are from new issuers in the convert-
ible space. It is worth mentioning that many of these issuers 
have no other debt than the convertible bond. That is often 
the case actually – the only way to invest in these companies 
are through stocks or convertible.
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