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Stable current returns

The market

The year was characterised by considerable uncertainty
about global economic developments. In the US, trade con-
flicts and rising inflation expectations dominated the
agenda at the beginning of the year, contributing to higher
interest rates and increased volatility. At the same time, the
US economy proved more robust than feared, and Federal
Reserve interest rate cuts were a positive boost to risk ap-
petite.

Europe surprised positively throughout the year with mod-
erate growth supported by fiscal initiatives, particularly in
Germany, as well as increased defence and infrastructure
investments. The risk gradually shifted from recession fears
to concerns that monetary policy easing could eventually
lead to higher inflation and new interest rate increases.

Overall, credit markets developed more robustly than antic-
ipated, despite significant macroeconomic and geopolitical
uncertainty. The return on Investment Grade corporate
bonds was positively supported by attractive regularincome
and continued low bankruptcy rates. Companies' financial
statements showed robustness and resilience throughout
the year, albeit with signs of a slowdown in cyclical sectors.
Margins remained historically high, but gradually came un-
der pressure by higher costs and refinancing challenges.

Overall, credit quality was stable, and no systematic down-
grades were observed. Bankruptcy rates remained low, sup-
ported by good access to refinancing.

Whereas 2024 was largely driven by regular income in a sta-
ble interest rate and credit environment, 2025 was charac-
terised by a positive contribution from narrowing credit pre-
miums, which was partly offset by slight headwinds from
higher interest rates. There have been no major credit inci-
dents, and the return was primarily driven by the high regu-
lar investmentincome. Credit spread and interest rate levels
have been relatively high with a high regular return.

The portfolio
The portfolio delivered a positive return in Q4, outperform-
ing the benchmark.

The analysis of the return for 2025 has shown a develop-
ment that was very similar to the development in 2023 and
2024. In terms of credit quality, the BBB companies per-
formed best. This was due to the fact that the credit
spreads of BBB companies decreased more than the credit
spreads of A, AA and AAA companies over the year. Addi-
tionally, BBB companies have a lower interest rate sensitiv-
ity and are less affected by the headwinds of rising interest
rates. The same pattern applied to the capital structure,
where credit spreads of capital securities fell more than
credit spreads of senior bonds.

The analysis of the returns for the quarter and for the year
shows that the largest positive contributions came from
companies with the lowest credit ratings, BBB. Especially
longer-dated bonds contributed positively in Q3. In terms of
corporate capital structure, the picture was the same as in
Q2. Subordinated debt outperformed (senior) preferred
debt, primarily from non-financial companies.

The funds' excess return relative to benchmark can primarily
be attributed to an overweight in financial companies,
where capital securities from banks and insurance compa-
nies have made a positive contribution. Capital securities
from non-financial corporations and participation in new is-
sues also contributed positively. Conversely, underweight in
the real estate and consumer staples sectors has contrib-
uted negatively.

At the beginning of 2026, credit spreads are lower than at
the beginning of 2025, while yields-to-maturity remain at
the same level. Yields-to-maturity have been falling since
the beginning of 2023, and the buffer against movements in
yield and credit spreads has become smaller. It also means
that the absolute return in the coming period will depend
significantly on the development in yield levels.

Strategy

Responsible Corporate Bonds invest in global companies. The bonds are selected from companies with stability or im-
provement in their creditworthiness and have attractive loan terms. These are good and solid companies with a mature
business model and a strong market position. The financial profile is characterized by moderate indebtedness and stable
cash flow generation. The investment strategy is based on disciplined risk management with prudent risk diversification
across sectors, credit ratings, types of debt, regions, and maturities.

This is marketing communication prepared by Sparinvest S.A. (“Sparinvest”). Please, refer to the Sparinvest SICAV pro-
spectus and to the KIID/KID before making any final investment decisions. This is not a solicitation, an offer, or a recom-
mendation to buy or sell any investment or to engage in any other transaction, or to provide investment advice. Past
performance does not predict future returns. Capital at risk: the value of investments and the income from them can fall
as well as rise and are not guaranteed. Investors may not get back the amount invested. Investments may be subject to
foreign exchange risks. Investment in the Sparinvest product concerns the acquisition of units of shares in a fund, and not
in a given underlying asset. The indicated performance is calculated without consideration of subscription or redemption
fees. All relevant materials (in English) are available free of charge at sparinvest.eu or by request. Information from exter-
nal sources is used without verification and Sparinvest accepts no responsibility for their accuracy. Sparinvest may decide
to terminate the arrangements made for the marketing of investment products.




