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Strong stocks and strong EUR

Lower interest rates despite good
macroeconomic figures

During the month of May, macroeconomic releases still sur-
prised analyst expectations positively — although not to the
same degree as in prior months. The steepness of both the
US and German yield curves continued to flatten — especially
due to lower long-term inflation expectations, which caused
long interest rates to decline slightly.

European unemployment surprised by declining more than
expected and reached 9.3%. The important German IFO sur-
vey also came out better than expected and is now at the
highest level since 2014. The leading indicators from OECD
are still showing an increasing trend — however not as much
as in prior months.

The EUR continued its rally in May, which was caused by a
combination of strong macroeconomic releases from the Eu-
rozone and the less political uncertainty after a number of
elections, where Euro-skeptics were sidelined.

The equity market enjoyed a strong rally in May, but since
the EUR strengthened by 3.3% to the USD, the MSCI World
actually declined by 1% in euro-terms. The market is now a
little complacent with low volatility and the VIX trading below
10, which is the lowest level since 2006.

Strategy

Bonds contributed, equities did not

The US and Fareast equity exposures were ahead of their
benchmarks, but especially the European equities (which are
overweight) performed somewhat worse than their bench-
mark.

The strategy of the overall equity exposure is facing some
headwinds currently, since the value-factor is lagging behind
and even Momentum is yielding poor returns. Due to the very
strong performance of value stocks in the autumn of 2016,
Momentum strategies were exposed to value stocks over
New Year, which the fund is now suffering from.

Both the exposure to long and short European bonds beat
their benchmarks considerably due to the overweight to Dan-
ish mortgage bonds. The fund's exposure to the most risky
(callable) Danish mortgage bonds has now been reduced be-
cause their simply became too expensive compared to their
inherent risk (of negative convexity). With the current, scaled
down exposure, the recent excess returns from Danish mort-
gages will most likely be somewhat lower going forward.

The exposure to high yield corporate bonds did well, but the

investment grade corporate bonds suffered from an under-
weight to European issues.
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Securus is targeted at investors with a short investment horizon and/or low risk tolerance.

The fund has a well-diversified exposure to equities, mortgage credit bonds, developed

25%

market treasury bonds, emerging market treasury bonds, corporate bonds and cash. The
equities exposure is tilted to benefit from the value, small cap and momentum factors, and
the exposure to corporate bonds is sought to be obtained through small issuers, low net
debt and strong asset backing. For treasury and mortgage credit bonds, the strategy is to
maintain a constant portfolio duration within a tight range. The overall exposure to the

different asset classes is strategic and no attempt is made to time the market. The target

Equity ® Fixed Income

equity exposure is 25%, but a deviation of +/- 5% is allowed before the portfolio is re-

balanced.

For further information we refer to the prospectus, the key investor information document and the current annual / semi-annual report of Sparinvest SICAV which can be obtained
free of charge at the offices of Sparinvest or of appointed distributors together with the initial statutes of the funds and any subsequent changes to such statutes. Investments are
only made on the basis of these documents. Past performance is no guarantee for future returns. Investors may not get back the full amount invested. Investments may be subject
to foreign exchange risks. The indicated performance is calculated Net Asset Value to Net Asset Value in the fund's base currency, without consideration of subscription fees.
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