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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 
Value Bonds - Emerging Market Corporates primarily invests in Emerging Markets corporate bonds, cf. the fund’s prospec-
tus. 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. The investment universe includes Investment Grade bonds, 
High Yield bonds and to a limited extend non-rated corporate bonds. 

 
 
 

SHARP TURN IN RISK APPETITE

Weak start was replaced by strong finish 
Markets. May ended with a negative return for 
Emerging Markets (EM) government bonds of 0.1%. 
10Y American interest rates decreased by 16 bps and 
the credit spread increased by 8 bps and ended the 
month at 448 bps. Therefore, the combination of in-
terest rates and credit spread delivered two opposite 
effects, as result total return ended up marginally 
negative. 
 
From a risk perspective, May was divided in two peri-
ods. Risk aversion dominated at the beginning of the 
month, when the benchmark was down by almost 3%, 
but was replaced by risk appetite towards the end of 
the month. This development should be seen in the 
context of the large increases in short-term U.S. gov-
ernment interest rates that began to subside during 
May - which was interpreted as a signal of a possible 
peak in the Fed's (U.S. Federal Reserve) forthcoming 
monetary policy tightening. 
 
Indicators suggested that the declining growth mo-
mentum would continue towards the summer. The 
business confidence indicators collected in the manu-
facturing industry in the OECD area showed a contin-
uing declining trend in order intake. On the other hand, 
indicators in China were rising in the wake of the reo-
pening. The economic slowdown phase has coincided 
with short-term U.S. government bonds - the financial 
market's most important asset class, finding a mar-
ket-based interest rate level, after the phasing out of 

the corona crisis' monetary policy insurance schemes. 
In just four months, an interest rate increase of 2.5 
percentage points has been priced in, which in com-
parison took 24 months over the period end-2016 to 
end-2018. Such a large adjustment of the interest rate 
level has consequences for the pricing of all other as-
set classes. This development in the rates markets 
have been the primary driver to the weak year-to-date 
returns for the asset class. 
 
Weak relative return 
The Portfolio had a negative return of 0.6% in May, 
which was 0.5% worse than the benchmark before 
costs. The declining growth momentum hit the high 
yield segment the most, which caused the fund to un-
derperform. 
 
The largest positive contributions to the absolute fund 
return came from our positions in Ukraine, Colombia 
and Egypt. At the opposite end, Ghana, Kazakhstan 
and Nigeria made the largest negative contributions. 
The relative return was positively affected by over-
weight in Ukraine underweights in Pakistan and Tur-
key. Overweights in Ghana, Kazakhstan and Nigeria 
pulled in a negative direction. 
 
In May, we adjusted our exposure in Bahrain, partici-
pated in a new issue from Romania and added a bit of 
Tunisia. During the month, we sold our bonds in a few 
utilities and a mining company following their inclu-
sions to the Nykredit exclusion list.
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