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Another strong high yield month

Global economy is blooming

Markets The high yield market continued the positive trend
from January and reached 1.4% in February measured by the
global benchmark. Where the US government yield remained
unchanged over the month, the European interest rates fell
across the board. The primary source of returns came, how-
ever, from the tightening of credit spreads in the US and
emerging markets, while spreads in Europe remained fairly
flat during the month.

The already strong macroeconomic figures were continuing
at high levels in the month of February. In many cases they
even strengthened further — especially for business and con-
sumer confidence surveys. Several of these surveys have now
reached the highest levels in many year and the leading in-
dicators across regions all point to higher growth in the com-
ing months.

Across the G10-countries, economic releases continue to sur-
prise positively and the surprises have in fact not been seen
stronger since 2010. Despite the improving macroeconomic
figures, long interest rates actually dropped throughout the
month.

In February, the financial uncertainty in Southern Europe
found its way back to the headlines. Greece is (again) nego-
tiating with the Troika, which so far is not tuming out as
hoped. Thus Southern European government bond spread
are again widening versus Germany. Also worth noticing, that
French government bonds this time behave more like the
[talian and Spanish than the German peers.

Strategy

Decent performance in February

The Portfolio The Fund generated a positive return of 1.3%
(net of fees) in February and thus slightly behind the bench-
mark. Year to date the fund is lacking 50 bps compared to
the benchmark.

All sectors except consumer goods contributed with a posi-
tive return, evenly spread across the board. Though, energy-
related companies had a particularly good month and con-
tributed with approx. 0.3% to the total return - this despite
the fact that oil prices were flat on the month. It was primarily
the Norwegian oil-service companies that accounted for the
main part of the return within the sector. The past two years,
Norway has suffered tremendously from falling oil prices, but
recently the markets has been much more positive, although
still primarily based on expectations for the future rather than
the current environment.

The worst performer was a Croatian food producer and dis-
tributor that are struggling with deteriorating consumer
spending and hence to generate the necessary growth and
cash flow to service the debt. This uncertainty has resulted in
bond pricing fallen steadily during the first two months of
2017. Currently the company is working to sell off several
business segments in order to create the necessary liquidity
to comfort the investors.

During the month, we exploited the positive sentiment in the
Norwegian market to reduce our exposure in a couple of
names. We increased the exposure within IT and telecom-
munications, and otherwise only made some minor adjust-
ments to the portfolio.
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Corporate 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 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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