
  

 

FIXED INCOME 

Emerging Markets Corporate 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 
Emerging Markets Corporate Value Bonds primarily invests in Emerging Markets 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. The investment universe includes Investment Grade 

bonds, High Yield bonds and to a limited extend non-rated corporate bonds. 

FUND REPORT  

May 2017 

See performance and fund data 

Positive performance 

Rates and the dollar dropped 
Markets The US central bank (Fed) held its May meeting in 

the beginning of the month. The minutes from that meeting 

reveals that a hike in the policy rate would “soon be appro-

priate”. This point to a hike in June. Now, it looks like the Fed 

believes the US economy will be strong enough for two more 

percentage-point increases this year. 

 

The volatility regarding the Trump agenda in May made the 

market less convinced – yet again - about the success of the 

implementation of his economic reforms. US rates were 

down slightly on the back of this and the dollar followed suit 

against the EUR.  

 

The shape of both the US and German yield curves continued 

to flatten – especially due to lower long-term inflation expec-

tations, which caused long interest rates to decline slightly. 

The EUR continued its rally in May, which was caused by a 

combination of strong macroeconomic releases from the Eu-

rozone and less political uncertainty after a number of elec-

tions, where Euro-skeptics were sidelined. 

 

The price of oil dropped by 2% in May but there was a lot of 

intra-month volatility reflecting news on US oil stock and pro-

duction caps in OPEC.  

 

In May, the asset class performed very well and the bench-

mark returned a total return of 0.5%. The asset class is sup-

ported by a “hunt for yield”, favorable macroeconomic condi-

tions and accommodating monetary policy worldwide.  

Good performance in May  
The Portfolio The fund did well in May outperforming the 

benchmark before fees. The portfolio returned 0.5% before 

fees.   

 

A couple of regional stories influenced the market in May. 

Europe, Croatia and Azerbaijan saw negative returns because 

of restructuring of a large bank in Azerbaijan and because of 

a continued deteriorating situation for a Croatian food and 

supermarket chain. The portfolio does not have any holdings 

in Croatia and Azerbaijan but maintains an overweight to Rus-

sian corporates, which continues to be supported by techni-

cals. This benefitted the relative performance. 

 

The president in Brazil is suspected of being part of a corrup-

tion scheme that also implicates the chair of beef producer 

JBS. Long story short, the equity and bonds of JBS dropped 

significantly on the back of accusations made by the presi-

dent. Brazil did not perform well in May in the benchmark, 

mostly because of JBS. As the portfolio does not hold JBS 

bonds, the portfolio managed to make a positive return in 

Brazil.    

 

Overall, the portfolio also has an overweight to credits in Af-

rica, which did very well in May as demand for higher yielding 

credits drove the market up, which also were positive for the 

relative performance. 
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