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A quiet month in High Yield
Low volatility dominates high yield
Markets December was a very uneventful month for high
yield. The spread on short dated moved sideways with minor
fluctuations in the range plus/minus tre basis points.
The big events in the markets were the FOMC interest rate
meeting in the middle of the month and the upcoming U.S.
tax reform. The American central bank, Fed (Federal Reserve),
decided to increase the guiding rate by 25 basis points. Following the meeting, the Fed chair gave her final comments,
before being succeeded, on the U.S. economy where she expressed her optimism on the U.S. economy. The new tax proposal and the Fed rate increase led U.S. rates to increase. The
effect on high yield bond prices were however muted causing
high yield bonds to outperform government bonds in the period that followed.
Overall 2017 was a good year for high yield. The asset class
delivered a total return in local currency of 7.64 percent. The
return was the result of all-time low volatility, a global shortage of opportunity to find yield, improving issuer balance
sheets, and rising commodity prices made high yield spreads
tighten 71 basis points, which in combination with coupons
led to the strong annual return.
In total, the asset class had two months of negative total returns and the short dated segment had one month. This

Return is calculated gross of fees and excluding swing.

made 2017 the least volatile year of the last 20 for the asset
class. The volatility of the monthly returns was just one fourth
of the last 20-year average.

Good relative performance
The Portfolio The fund provided a positive return of 0.16 percent for December, 0.13 percent better than the benchmark.
Thus, the fund annual return ended 0.94 percent ahead of
the benchmark.
Once again, the energy sector stood out this month, as it was
the highest contributor to both absolute and relative performance. This month however, the sector was closely followed
by the industrials sector where the return was driven by the
security selection, as the relative return was the dominating
contribution. Consumer, non-cyclical, did well in December
and added the second most to the fund return, but in relative
terms, the sector was at par with the benchmark.
No sector had a negative contribution to the fund return.
In terms of single positions, December was a quiet month
with only two bonds being called. Some of the proceeds
were reinvested into an existing position. We will look to reinvest the remaining funds in the new year within the sectors
where we find the most value.

See performance and fund data

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 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 sparinvest.lu. 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.

