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Stability in a Turbulent Market

The market

The first half of 2026 was characterized by an unusual dis-
connect between rising macroeconomic risks and a credit
market that continued to deliver stable returns. The year be-
gan on an optimistic note, supported by investments in arti-
ficial intelligence, resilient corporate earnings, and favorable
financial conditions, all of which boosted investors' appetite
for risk.

Laterin the period, the conflictin the Middle East challenged
financial markets. The temporary closure of the Strait of
Hormuz raised concerns about energy supplies and pushed
oil prices higher.

Despite the geopolitical uncertainty, European credit mar-
kets proved remarkably resilient. Credit spreads moved only
modestly throughout the period and ended close to their
lowest levels of the year.

Corporate fundamentals remained solid throughout the pe-
riod. Earnings generally developed better than feared, de-
fault rates remained low, and most companies continued to
enjoy good access to financing.

At the same time, companies absorbed part of the increase
in costs, limiting the immediate impact of higher tariffs and
rising energy prices.

Technical factors also provided support to the market. The
first half of the year saw strong activity in the primary cor-
porate bond market, with a high volume of new issuance.

Demand, however, was more nuanced than in previous
years. Net inflows into European credit funds were limited
and concentrated in the first months of the year as well as
in short-duration funds.

This suggests that a significant portion of demand came
from institutional investors and investors with relatively low
previous exposure to credit risk, rather than from the
broader retail investor segment.

The portfolio
Portfolio returns were positive in the first half of the year.

The positive return was driven by a combination of credit
spread tightening and ongoing coupon income. Interest
rates increased over the first half of the year, which had a
negative impact on performance.

The performance analysis shows that companies with BBB
credit ratings delivered the strongest returns. This was due
to a greater narrowing of credit spreads for BBB-rated is-
suers compared with A-, AA- and AAA-rated issuers over the
period. Within the investment-grade segment, bonds with
longer maturities performed particularly well, as their carry
more than offset the headwind from rising interest rates. In
terms of capital structure, subordinated capital instru-
ments issued by financial institutions outperformed senior
debt.

The Investment Grade funds delivered positive excess re-
turns relative to their benchmarks during the first half of the
year.

The funds' positive excess returns relative to their bench-
marks can primarily be attributed to an overweight position
in financial companies and to the selection of subordinated
capital instruments. Participation in new bond issues also
contributed positively to performance.

We expect corporate bonds to remain supported by solid
corporate fundamentals, low default rates and attractive
carry. In addition, structural demand from institutional in-
vestors should continue to provide support for credit
spreads.

That said, the risk-reward profile has become less compel-
ling than at the start of the year. Credit spreads have re-
turned to levels close to their recent lows, limiting the po-
tential for further spread compression. Consequently, we
expect carry to account for a larger share of future returns,
while the scope for capital gains appears more limited.

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.



