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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 
Global Short Dated High Yield invests in short-dated (1-5Y) corporate bonds with a rating from BB-B, cf. the fund’s pro-
spectus. 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. 
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DARK TIMES IN CHINA 

Supply and real estate crisis in China  
Markets. Credit spreads widened by 35 bps in the High 
Yield (HY) Short Dated market in September. The 
benchmark index gave a negative return of -0.74%, 
which brought the year-to-date return to 1.33%. 
 
In many ways, it is a dark time in China at the mo-
ment. In September, households in large cities in Chi-
na's northeastern provinces experienced blackouts 
due to electricity supply problems. Confidence in many 
property developers has disappeared, which is why 
bondholders and customers see their investments and 
pre-payments suffering losses. Those affected must 
look far for "common prosperity". Energy shortages 
are not an unknown phenomenon in China, but the 
current one exceeds previous periods and is occurring 
outside the energy-intensive peak seasons. Worse for 
the growth picture is that in recent weeks the Chinese 
authorities have selectively recommended energy-
heavy companies, in steel, cement and chemicals, to 
reduce or stop production activity, which will hit the 
supply side in steel and cement. The introduced re-
strictions suggest some attention from the authori-
ties to the supply shock that is currently hitting China. 
The situation has put the authorities in a painful di-
lemma. Extensive shutdowns of coal-fired power 
plants since 2016, without other energy sources having 
increased correspondingly, have exposed the vulnera-
bility of securing supply during the transition period. 
The situation speaks in the short term for trying to in-
crease access to coal – which is reflected in Chinese 
coal prices, that have risen by about 65% since mid-
August. Problems in the Chinese real estate market 
escalated in September. The case of Evergrande, the 
largest issuer of HY bonds in China, continued and the 
company can no longer avoid bankruptcy without the 

help of the government. The company's sales of 
apartments fell more than 50% in September and at 
sharply reduced prices, putting pressure on a market 
with high prices as well as on competitors with similar 
high debt levels. The benchmark’s negative return for 
the month can almost exclusively be attributed to the 
price decrease of bonds issued by Chinese real estate 
developers – several with a drop of more than 20%. 
 
Positive return, ahead of benchmark 
The Portfolio had a positive return of 0.04% for Sep-
tember, which was 0.78 percentage points ahead of 
the benchmark. Year-to-date the return is 4.17%, 
which is 2.84 percentage points ahead of the bench-
mark. 
 
Real Estate and Energy were the two sectors that 
generated the largest positive contribution to the 
portfolio relative to the benchmark, while Consumer 
Discretionary was the worst contributor. The largest 
positive contribution from Real Estate came from the 
large underweight in Chinese real estate developers. 
Within Energy, the positive contribution was broad 
based across several of the fund's positions. The neg-
ative contribution from Consumer Discretionary was 
the fund's positions in auto, which gave a bit back on 
the previous positive contribution. The reason is that 
car manufacturers have revised down production for 
the rest of the year due to bottlenecks in the semicon-
ductor value chain. In September, three bonds were 
called and three sold. In addition, some positions were 
reduced to accommodate seven new issues as well as 
increases in other positions. The changes increased 
the underweight in the United States and increased 
the fund's overall credit spread. 
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