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A positively dull month

Calm markets, strong performance

Markets So far 2016 have turned out to be much more hectic
than anticipated by the beginning of year. In August, the
macro-economic and geopolitical news flow finally slowed
down and markets returned to normal business and focused
on half-year reports.

The reporting season has so far not offered any surprises, so
it is still the central banks that are making the headlines. On
the back of the surprising Brexit vote in June, the Bank of
England announced a package of supportive measures in
August. Lowering the interest rate by 0.25% in the current
environment is a clear signal that the central bank sees some
dark clouds ahead for the UK economy.

Signals from the US economy fuel the anticipation of a rate
hike this year. So far, the US central bank has not been pro-
vided the necessary evidence to tighten the monetary policy,
but recent indicators suggest that the economy is moving in
the right direction. Jobless claims were close to the lowest
level in almost 40 years and new home sales rose to the
highest level since 2007. Whether this is sufficient to convince
the FED will be revealed on the next meeting taking place
mid-September.

All in all, credit markets continued the strong performance
from previous months. Investment Grade and High Yield
bonds rose respectively by approx. 0.40% and 2.00% in Au-
gust. The hunt for yield has now pushed almost 13 trillion
USD of fixed income assets into negative yield territory, mak-
ing it increasingly difficult for investors to source positive
yielding bonds.

Strategy

Positive performance

The Portfolio The fund delivered a satisfactory positive return
in August. Energy was the best performing sector in the port-
folio followed by consumer discretionary. Materials and con-
sumer staples were the two worst performing sectors. All sec-
tors contributed positively to the return of the fund in August.

The best performing position in the portfolio in August was a
US pharmaceutical company that develops and distributes
drugs. The company was accused of fraud last year, which
was very negative for the bonds. In August the company re-
leased its financial report for Q2 which was better than feared
by the market. Furthermore, the company reaffirmed its guid-
ance for the rest of the year. Another strong performing posi-
tion was a US consumer company that provides automated
retail solutions. A capital fund is in the process of buying the
company. In that connection, the capital fund has offered all
bondholders to buy their bonds at a favorable price. The team
plans to accept the price and sell the bonds.

The two worst performing positions in August were two oil
service companies. Both positions only incurred minor losses
during the month. The uncertainty within the sector is still
high. So far this year the bonds within oil service has not
rebounded as much as the rest of the energy space. The
team therefore sees a good return potential in oil service from
current prices.

During August, two bonds were called and one bond ma-

tured. Otherwise there was no significant changes in the port-
folio.
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High Yield Value Bonds short duration 2018 invests in short-dated corporate bonds. The selection process is based on
bottom-up research with a main focus on companies with strong cash flow and asset backing. At least 2/3 of the bonds
are selected within the High Yield segment. The fund can invest up to 49 % in Emerging Market bonds. The maturity

date of the Fund is December 31, 2018.

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 sparinvestlu. 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.
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