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High Yield remained resilient

Credit Markets Defy Geopolitical Uncertainty
Global high yield delivered a strong return during the second
quarter, supported by significant credit spread tightening
and continued carry income. Credit spreads declined from
350 basis points at the beginning of the quarter to 284 basis
points by the end of June, as investor risk appetite was un-
derpinned by solid corporate earnings, low default rates and
continued access to financing. This resulted in a benchmark
return of 2,61% in Q2 and a year-to-date return of 1.52%.

Investor focus shifted throughout the quarter between ge-
opolitical uncertainty, developments in global growth and
central bank policy, leading to periods of elevated market
volatility. The conflict in the Middle East, trade-related ten-
sions and fluctuations in energy prices weighed on market
sentiment and contributed to several risk-off episodes
across financial markets. Despite these uncertainties, credit
market fundamentals remained supportive. Corporate ac-
cess to financing stayed strong, default rates remained low
and investor demand for credit risk continued throughout
the period. Resilient company earnings and healthy balance
sheets helped offset geopolitical concerns and supported
continued demand for credit assets. U.S. high yield demon-
strated relative strength during the early part of the quar-
ter, supported by resilient economic data and favorable
technical conditions. Later in the period, European high yield
benefited from attractive valuations and strong investor
demand, resulting in a more balanced regional performance.
The narrowing gap between expected monetary policy
paths in the United States and Europe further supported
sentiment towards European credit markets. Primary mar-
ket activity remained strong throughout the quarter, sup-
ported by healthy investor demand and attractive financing
conditions. Companies continued to access capital markets
on favorable terms, while investors were presented with a
broad range of new investment opportunities. The robust is-
suance environment underscored the strength of credit
market fundamentals and continued demand for high yield
assets.

Sector Allocation Drove Relative Performance

The portfolio delivered a gross return of 2,50% in Q2 which
was 0.11 percentage points behind the benchmark. Thus,
year-to-date the portfolio has returned a gross return of
1.32%.

Relative performance was primarily driven by sector alloca-
tion. The funds' underweight position in U.S. high yield cre-
ated a headwind early in the quarter, as U.S. credit markets
outperformed their European counterparts. However, this
was partly offset later in the period as European high yield
benefited from attractive valuations and strong investor
demand.

The financials and materials sectors were the strongest con-
tributors to relative performance. Financials benefited from
resilient credit fundamentals, while selected materials hold-
ings performed well during the quarter. Conversely, the
funds' ESG-driven underweights in the energy and utilities
sectors detracted from returns, and an underweight posi-
tion in consumer goods also weighed on performance.

We remained active in the primary market, selectively par-
ticipating in new issues and increasing exposure to existing
holdings where we identified attractive risk-adjusted return
opportunities. Throughout the quarter, we maintained a dis-
ciplined investment approach focused on resilient business
models, strong capital structures and attractive credit
spreads. Towards the end of the period, we increased expo-
sure to more defensive credit positions, reflecting our cau-
tious stance in an environment characterized by ongoing ge-
opolitical uncertainty and still elevated interest rates.

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.

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.



