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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 
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. 

FUND REPORT  

March 2021 

See performance and fund data Return is calculated gross of fees and excluding swing. 

U.S. interest rates on the rise 
Record quarter for new issues 
Markets. Credit spreads in the High Yield (HY) market tight-
ened by 10 basis points in March. Due to rising government 
interest rates this resulted in the benchmark index yielding 
no returns in March despite the credit spread tightening. The 
year-to-date return is thus unchanged at 0.54%. 
 
Several leading equity indices hit record highs in late March 
as government interest rate hikes stopped. In recent weeks, 
particularly growth-related key figures have exploded in the 
economies that are at the forefront of mass vaccination 
against coronavirus. It can, among other things, be seen in 
business confidence among U.S. companies. 
 
For the first time during the corona crisis, the bond market 
has begun to discount a more optimistic course of economic 
development with rising inflation. In particular, it has led to 
large losses in parts of the U.S. bond market. By mid-March, 
the ‘drawdown’ on U.S. 30-year government bonds had 
reached a level of around 25%. However, it is more doubtful 
whether the rise in interest rates has led to real tightening of 
the monetary environment. The 10-year real government in-
terest rate in the U.S. has only risen marginally to the level of 
-0.6% and not significantly broken the area for the particularly 
low real interest rates, which has been in force since the early 
summer of 2020. In Germany, the situation is even more ex-
treme in the form of a 10-year real government interest rate 
of -1.7%. Negative real interest rates are a relatively rare phe-
nomenon in the United States, but also a favorable time to 
borrow money for companies. This was reflected in the pri-
mary market (new issues). The new issue volume in Q1 in 

the HY market broke previous records, while new issues with 
variable interest rates accounted for a historically low share 
(4%) of the volume. The companies thus utilize the current 
levels to refinance and borrow further at a fixed interest rate. 
 

Positive return, ahead of benchmark 
The Portfolio had a positive return of 0.19% for March, which 
was 0.21 percentage points ahead of the benchmark. Year-
to-date the fund’s return is 1.75%, which is 0.76 percentage 
points ahead of the benchmark. 
 
The positive performance of the portfolio in March came pri-
marily from the overweight and selection in the Energy sector 
as well as selection within Financials. The energy sector con-
tinued the good momentum from previous months despite 
the fact that the oil price was unchanged in March, and es-
pecially some major positions that have not followed the 
positive development of the previous months picked up in 
March. Within Financials, it was the positions in the UK and 
U.S. that performed, as well as the large underweight against 
Turkish banks, which contributed to the positive performance, 
as their bonds dropped due to the increased uncertainty in 
the Turkish Lira. The underweight and selection in Materials 
contributed most negatively to performance in March.  
 
March was a relatively active month, with the fund selectively 
participating in the highly active primary market with five new 
issues. Three of the new issues were from companies that 
refinanced and in which the fund already held positions. The 
other two were new for the fund and in the Materials sector. 
The changes increased the portfolio’s credit spread, which 
remains at a higher level than the benchmark.

 

9 March 2021, the fund changed name from ”Value Bonds – Global Ethical High Yield” to “Global Ethical High Yield”. 
The name change took place as part of a name reform among our investment products. All other conditions are unchanged. 

http://www.sparinvest.lu/fund%20range/retail%20investors/Ethical%20High%20Yield%20Value%20Bonds%20EUR%20R.aspx
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