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BOND MARKETS LOSE THE FAITH

Bond yields spike on inflation fears

Government bond markets experienced significant declines
across most major markets as fears grew that inflation was
becoming more entrenched. Longer dated yields for a num-
ber of countries spiked to their highest levels in recent
memory. The US 30-year yield hit 5.34% in mid-August, the
highest level since 2007, before the financial crisis. German
30-year yields rose to their highest since 2011 and Japanese
10-year rates reached levels last achieved in the mid 1990's.
The inflation fears were driven by rising oil prices, as the con-
flict between the US and Iran remained in a stalemate, with
the Strait of Hormuz, a critical artery for oil supplies, re-
maining well below capacity. Towards the end of the month,
the US treasury increased its purchases of 30-year govern-
ment bonds. Although ostensibly done to improve liquidity in
long dated bonds, the actions were also clearly intended to
limit the increases in long dated yields.

Equity markets shrugged off bond market jitters by posting
positive returns, with Al related stocks showing some recov-
ery after a significant sell-off in July. The MSCI World rose
by 1.60% in the month. Japan and the US were the strong-
est performers of the major markets, although the US per-
formance was particularly focused on Information Technol-
ogy, with the rest of the US market lagging. Europe was the
weakest performing region, with the MSCI Europe rising by
only 1.01%, in contrast with the 2.30% return of the MSCI
US. Within Europe, Germany was amongst the better per-
forming markets, buoyed by stronger than expected eco-
nomic data. France was one of the worst performing mar-
kets in the month, with markets focused on rising political
risks in the leadup to French Presidential elections in spring
2027.

After declining early in the month, oil prices rose significantly
during the latter stages of the month as the conflict be-
tween US and Iran showed no signs of abating, with the US
ending the month by threatening an "economic D-Day"” on
Iran.

Technology stocks stage a recovery

The portfolio gained 1.01% during the month, outperforming
the MSCI Europe Index, which returned 0.46%. The portfo-
lio's style positioning had little impact on relative perfor-
mance, while sector positioning was supportive. In particu-
lar, the overweight in Materials and underweights in more
interest-rate-sensitive sectors contributed positively. The
MSCI Europe Value Index declined 0.29% over the month. Its
weaker performance was not primarily a reflection of the
value style itself, but rather of sector positioning and stock-
specific factors. Against the MSCI| Europe Value Index, the
portfolio’s outperformance was predominantly driven by
strong stock selection.

Information Technology was a strong performing sector re-
covering somewhat from the underperformance in July.
However, Materials was the best performing sector as many
companies benefitted from rising prices in underlying com-
modities. Utilities, Real Estate and consumer staples, typi-
cally more interest rate sensitive sectors, were the weakest
sectors.

Several holdings in Information Technology and Materials
were among the portfolio’s strongest contributors. Nokia
and Capgemini both performed well, while ArcelorMittal
gained around 5%, as investor sentiment towards the Euro-
pean steel sector improved. German potash producer K+S
rose almost 14% following quarterly results ahead of expec-
tations and an increase in full-year guidance. Management
pointed to strong potash demand, positive pricing trends
and improved production output. WPP was the strongest-
performing holding during the month. The British advertis-
ing group delivered better-than-expected results, supported
by new account wins and continued progress with its re-
structuring programme. The results triggered the com-
pany's largest one-day share price gain since its 1995 IPO.

Strategy

European Value invests in global equities from developed markets, cf. the fund's prospectus. Stocks are selected using the
value strategy, meaning that through careful fundamental analysis, the team strives to identify companies that trade at
healthy discounts relative to intrinsic value. A risk-aware approach to the portfolio construction ensures a well-diversified
portfolio and broad exposure across sectors and regions.

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.



