
  

 

FIXED INCOME 

Ethical High Yield Value Bonds 

 

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. 

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. 

FUND REPORT  

June 2017 

See performance and fund data 

In the end a neutral month 

Volatility driven by oil and rates 
Markets June was a mixed month for the High Yield market 

as most sectors took a breather and returned a month of 

coupon, except for the energy sector, where spread volatility 

followed the oil price volatility. The oil price dropped by over 

10% the first 20 days of the month but ended down 2% by 

the end of the month. The benchmark returned -0.1% for June 

bringing year-to-date return to 4.1%.  

 

European financials were back in the headlines as we saw 

no less than three banks ceasing to exist (Banco Popular in 

Spain and Veneto Banca & Banca Popolare di Vicenza in It-

aly). This happened after the ECB deemed the banks were 

“failing or likely to fail”. With none of the banks deemed to 

have significant adverse impact on the European financial 

stability, the matters of winding the banks down were turned 

to the local national authorities. This leaves local member-

state politics as a dominant feature in bank interventions. 

 

Brexit continues to be very topical after the elections early in 

the month resulting in a minority Conservative government 

backed by Democratic Unionist Party. With fewer seats in par-

liament, speculations are now for a “softer” Brexit but it had 

limited impact on markets. 

 

President of the European Central Bank, Mario Draghi, took 

the market by surprise at the end of June by delivering a ra-

ther hawkish speech scheduling a more hasty normalization 

of monetary policy than previously anticipated. Especially 

long, European bonds sold off as a reaction and the Euro 

rallied vis-à-vis the US Dollar and interest rate duration was 

noticed in the European BB-rated bonds. 

Energy and Health Care continue  
The Portfolio The fund provided a slightly negative return of 

June (net of fees and swing) in line with benchmark and 

ahead of the benchmark year-to-date. 

 

Energy and Health Care were the best sectors compared to 

the benchmark. Health Care was the most positive contributor 

to the fund’s return for the month and second best relative 

to the benchmark. While Energy was the worst contributor to 

the fund’s return, it was the best contributor relative to the 

benchmark. Despite the overweight in Energy, the relative 

performance came from positioning in companies with strong 

balance sheets and less sensitivity to oil price volatility. 

 

Consumer Discretionary contributed positively to the fund’s 

return but was the worst performer relative to the benchmark 

given our exposure to a UK clothing retailer, which underper-

formed on the back of worse than expected results.  

 

June was slightly above average in terms of activity. We ex-

ited positions in a Turkish bank and an Irish materials com-

pany, which have contributed positively to performance and 

reduced a position in a US telecommunications company that 

has not performed as expected over the past year. We used 

this cash to participate in three new issues, but also added 

to existing bonds – all fairly split across regions. 

 

The position changes did not affect the regional and duration 

exposure but slightly increased the overweight in Healthcare 

and Consumer Staples and reduced the underweight in In-

dustrials.
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