Fund report, April 2022
Ethical Global Value
Equities

RATE INCREASES UPSET EQUITIES
Markets stopped trying to fight the Fed

Value outperformed the declining market

Markets declined during April, with the MSCI World index declining by 3.29% in the month. The U.S. market
led declines with the MSCI US index falling by 4.12%.
Rising interest rates in the U.S. were the most significant driver of negative market performance in the
month. The Federal Reserve (Fed), which sets monetary policy in the U.S., raised rates by 0.25% in March.
Since that rate rise, however, a consensus amongst
economists formed that the Fed would increase rates
by 0.50% in May and even possibly another 0.50% in
June. The rising rate outlook led to concerns over the
medium term health of the U.S. economy, with fears
compounded by a series of disappointing quarterly
earnings reports from highly valued large cap companies.
European markets outperformed U.S. markets, with
the MSCI Europe index declining only 0.60% in the
month. The outperformance of European markets
came from a stabilization of energy prices after the
prior month’s jumps as well as a more muted approach to interest rate increases from the ECB. The
priority of the ECB is to end quantitative easing in the
second half of 2022, before even beginning to raise
rates. Bond markets responded to the increasingly
hawkish stance of the Federal Reserve with rising
yields across all maturities. However, the fears of the
economic consequences of a fast rise in interest rates
meant the yield curve remained flat, if not inverted.
Within Europe, yields on German bunds also rose, with
only the shortest maturity bunds trading at negative
rates. Rising U.S. rate expectations also impact currency markets, with the U.S. dollar rising sharply
against other major currencies. The Euro reached a
low of $1.05/€ which benefitted the stocks of export
orientated companies within Europe.

The Portfolio returned 0.15% in the month, ahead of
the MSCI World Index return of -3.29%. The value style
of the fund accounted for a large amount of the outperformance versus the broad market, with the MSCI
World Value index returning 0.22%. Value initially underperformed during the month, however, as further
rate rises became consensus, and earnings for certain
large growth stocks disappointed, the value style asserted itself and the growth style began to underperform. Consumer Staples was the strongest sector in
the month as stocks in the sector benefitted from the
perceived defensive nature of their end markets as
well as the ability for companies to offset inflation
with higher prices. Energy was also a strong sector as
commodity prices remained high, which allowed large
energy producers to report strong earnings and cash
flow. Large earnings related declines from individual
companies led to sectors such as Information Technology and Consumer Discretionary being amongst the
worst sector performers in the month.
As discussed above, style was a return determinant in
the month. However, the fund still generated a significant positive contribution from individual stocks selection. French food and nutrition company Danone
performed well in the month as the company reported
strong sales in the quarter. Good earnings also contributed to the stock performance of U.S. based home
appliance manufacturer Whirlpool. UK pharmaceutical company GlaxoSmithKline also had strong performance as the company moved closer to a spin-off of
its consumer business. Large benchmark names not
held in the portfolio, such as Amazon and Netflix, experienced significant declines, which also contributed
to the fund’s relative performance.
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Strategy
Ethical Global Value invests in global equities from developed markets, cf. the fund’s prospectus. Stocks are selected using
the value strategy, meaning that through careful fundamental analysis, the team strives to identify companies that trade
at healthy discounts relative to intrinsic value. A risk-aware approach to the portfolio construction ensures a well-diversified
portfolio and broad exposure across sectors and regions. Ethix SRI Adviors performs an unbiased screening to ensure that
only ethically sound companies are included in the portfolio.
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.

