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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 
Sparinvest Global Convertible Bonds is a well-diversified global fund of convertible corporate bonds. Convertible corporate bonds are an asset class in the intersection 
between stocks and bonds that give some exposure to the stock market with a significantly lower risk than direct investment in the stock market. The strategy 
utilizes long-term factor premiums such as value, low debt and small cap. These are investment styles that, with certain fluctuations along the way, have historically 
delivered a long-term excess return compared to investments in the entire market. 

 
 
 

FEAR OF POLICY MISTAKE 

Losses across markets  
Markets. Looking at market returns without currency 
risk, global stocks (MXWOHEUR) fell -4.90% in euro 
hedged terms. Contrary to previous quarters, we now 
see growth companies outperform Value companies. 
Initially due to expectations of peaking inflation and 
falling rates. When more hawkish expectations fol-
lowed, growth companies held their ground and kept 
the outperformance. 
 
Interest rates rose while credit spreads stayed flat 
leaving Global High Yield (HW00) with a -1.67% loss, 
Global Investment Grade (G0BC) fell -5.11%, while 
Emerging Market Bonds (JPM EMBI) fell -5.31%. 
 
Patience 
The Portfolio returned -4.08% and -4.45%, gross and 
net of fees, in the third quarter. The benchmark and 
Morningstar category of comparable global converti-
ble funds returned -2.42% and -2.47%, respectively.  
 
After seven consecutive quarters of outperformance, 
we have had a quarter of underperformance, mainly 
due to two things: Growth companies outperformed 
Value companies, and our current slightly defensive 
positioning. We see extraordinarily good opportunities 
in the low delta papers right now. Therefore, our port-
folio reacts more slowly and we did not participate in 
the market rebound in July and August. On the other 
hand, we give better protection when the market 
drops.  
 
We have a long term and patient approach in our 
portfolio construction. It is always difficult to be in the 
middle of a crisis, but we try to find the right balance 
between downside protection and participation when 
the market turns positive. 

 
Our implied spread is 500 bps with an average credit 
rating of BBB-. In comparison, the straight credit mar-
ket has a spread of roughly 200 bps for a BBB rating. 
 
EDF, the French nuclear energy company, was bought 
by the French state, which contributed 0.6%-points to 
the convertible benchmark this quarter. We were not 
invested. 
 
We have seen more activity in the primary market the 
last couple of months, in contrast to the first half of 
the year that has been surprisingly quiet. We have 
participated in some of the new issues, among others 
the new Lenovo convertible bond, which seems very 
attractive in our view. 
 
2022 has been a frustrating year with almost all asset 
classes dropping significantly. On the positive side for 
the convertible portfolio, we have managed to get 
through somewhat better than a balanced portfolio 
with similar risk, as we would expect. Return YTD for 
the convertible portfolio is -17.01 and -17.94, gross and 
net of fees. Return YTD for global indices euro hedged: 
 
IG index (BAML G0BC): -18.09% 
HY Index (BAML HW00): -17.19% 
EM Bonds index (JPM EMBI Diversified): -25.43% 
Equity index (MSCI World): -23.10% 
Balanced (50 equity/50 credit): -20.37% 
 
If we turn to 3-year returns and risk adjusted returns, 
the convertible portfolio is a top performer, which 
confirms the strategic qualities of the asset class. In 
spite of several crisis, we have delivered an annual re-
turn of 4.1% gross the last three years.
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