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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. 
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Justified Volatility 

Month ends just below zero 
The Market Emerging markets had a very volatile month 

driven by a number of situations across the markets in addi-

tion to interest rates events.  

 

Despite strong macroeconomic figures in both the Eurozone 

and the U.S., long interest rates have been almost unchanged 

throughout the month, which is due to the still persistently 

low inflation figures. We also saw Jerome Powell get ap-

pointed as the new Federal Reserve head which was in line 

with recent expectations.  

 

Early in the month, we had the president of Venezuela an-

nounced the restructuring of the countries and its oil compa-

nies debts.  This lead to a significant repricing of the close to 

50 billion dollar of international bonds. The process going 

forward is very unclear and is likely to be a significant driver 

of benchmark performance in the coming months. 

 

At the same time, we had an escalation of tensions between 

Saudi Arabia and Iran in the Middle East and not least a purge 

of corrupt royal family members in Saudi Arabia itself.  Histor-

ically a highly rated and stable region in terms of credit, but 

this came under pressure especially in Lebanon. 

 

Three other regions where we saw news driven volatility 

were North Korea, South Africa and Turkey. 

 

Overweight high yield  
The Portfolio  

In November, the fund lagged the benchmark, both of which 

had negative performance given the volatility in the market.  

 

Our overweight in high yield and relative underweight in In-

vestment Grade, also duration adjusted, was a major driver 

of underperformance. The interest rate exposure did not 

make up for weakness across the credit space. 

 

Sector wise the fund benefit from positioning in Communica-

tions and Financials and performed worst on exposure to 

basic materials. 

 

On a company level, our best overweight contributors were 

our position in Nigerian telecom service business followed by 

our exposure to Saudi Arabia, which we purchased following 

recent headlines. The weakest performance came from a po-

sition in an Ukraine farming company.  

 

In October we closed out of a number of short dated bonds 

in the portfolio across both high yield and investment grade. 

We then rebalanced some of our existing holdings reducing 

our underweight in investment grade.  During the month, we 

also had a large position in a Chinese automotive group 

called. 

  

 

 

 

 

Return is calculated gross of fees and excluding swing. 

http://www.sparinvest.lu/fund range/retail investors/emerging markets corporate value bonds eur r.aspx

