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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. 
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NEGATIVE START TO THE YEAR 

Negative returns across asset classes 
Markets. Credit spreads widened by 39 bps in the High 
Yield (HY) market in January, which resulted in a neg-
ative return for the benchmark of 2.50%. 
 
Risk aversion among investors dominated the finan-
cial market in January. The general negative develop-
ment came in the wake of announcements from the 
U.S. Federal Reserve, which warned of changes in the 
monetary policy process (less dovish). Investors re-
duced the share of risky assets, which has put partic-
ular pressure on stock prices and credit spreads. Gov-
ernment bonds were also hit, causing an overall rise in 
interest rates- for example, the 10-year U.S. govern-
ment yield rose to its highest level since the start of 
the pandemic. 
 
The latest growth-related economic data continues to 
give a mixed picture – though maintaining a declining 
trend overall. On the manufacturing side, the majority 
of business confidence indicators in the United States 
are falling, while in Europe, there are signs of some 
stabilization, led by Germany. On the services side, the 
development in January has been somewhat more 
negative. Indicators are falling relatively sharply in 
both the United States and Europe. With a fall in the 
U.S. PMI to 50.9 in January, there is, according to this 
indicator, only weak progress in the sector. The high 
infection rates with coronavirus have likely had a par-
ticularly negative effect on the services sector up to 
and over the turn of the year. In China, there was a 
decline in business confidence indicators in January in 
both the manufacturing and services sectors. The 
manufacturing indices are 50.1 according to NBS and 
49.1 according to Caixin. The levels testify to a Chinese 

manufacturing sector that is currently in a zero 
growth area. Similar to developments in the OECD 
area, it is likely that coronavirus has also played a neg-
ative role. 
   
Negative return ahead of index 
The Portfolio had a negative return of 1.08% in Janu-
ary, which was 1.42 percentage points ahead of the 
benchmark. 
 
The most positive sector contributions relative to the 
benchmark came from Communications and Energy, 
while Financials contributed slightly negatively in rela-
tion to the benchmark. The positive contribution from 
Communications came both from the fund's under-
weight towards the subset having high duration and 
low spread, as well as a Georgian telecommunications 
company. The company redeemed their outstanding 
bond at a premium and in turn issued a new bond, 
which rose in price. In Energy, the positive contribution 
came primarily from an American oil company, which 
benefited from rising oil and gas prices. The slightly 
negative contribution from Financials stemmed 
mainly from our overweight in the sector, with a series 
of longer dated bonds being hit by rising government 
interest rates. An American student loan provider 
weakened as previous pandemic related tailwinds are 
ending. 
 
In January, three positions, which reached fair value, 
were divested, and some positions were reduced to 
make room for eight new issues. This increased the 
overall credit spread in the portfolio, which is higher 
than the benchmark, while duration stays lower.
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