
  

 

FIXED INCOME 

Value Bonds 2019 - 50/50 

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 
Value Bonds 2019 50/50 invests in short-dated 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 50% of the portfolio are invested in Investment Grade bonds. The 

maturity date of the Fund is December 31, 2019. 

FUND REPORT  

October 2017 

See performance and fund data Return is calculated gross of fees and excluding swing. 

European economy strengthening 

ECB reducing monetary stimulus 
Markets In October credit markets continued the positive 

streak that has characterized most of 2017. Macroeconomic 

figures released during the month supported the broadly ac-

cepted perception of self-sustainable economic growth. 

 

The big monetary policy event of the month was the ECB 

meeting, where Draghi announced the extension of QE to 

September 2018, although lowering the purchase to EUR 30 

billion from January. An acknowledgement of the solid growth 

apparent in the Eurozone, but it also leaves the door open 

for further adjustments. Despite downsizing the monthly 

bond purchases, sovereign bonds in the region gained 1.1 

percent over the month. Inflation readings in the Eurozone 

will be crucial for the QE outlook, given the unexpectedly 

cooler headline inflation release in October of 1.4 percent for 

September’s year on year figure. 

 

In the U.S., unemployment fell further, reaching 4.2 percent - 

a level last matched in February 2001. Non-farm payrolls 

dipped significantly, as the data showed 33,000 fewer jobs 

for the month compared with the more than 150,000 added 

in August. Hurricanes Irma and Harvey had a significant im-

pact on numbers, thus markets expect to see a bounce-back 

next month. Although non-farm payrolls fell, the underlying 

labor market remained healthy and showed signs of improv-

ing salaries. 

 

The leading indicators are still showing that we can expect 

decent growth over the coming months. However, the U.S. 

economy will most likely decelerate somewhat after year-

end. 

Banks driving performance 
The Portfolio The fund provided a positive return of 0.12 per-

cent in October, hence satisfactory compared to the duration 

of the portfolio. The broader Investment Grade and High Yield 

markets ended the month respectively 0.37 and 0.32 percent 

higher. Year to date the fund reached 2.02 percent. 

 

The uptick in global growth and the prospect of increasing 

rates provided momentum for Financials being the main 

driver of performance. Especially our UK banks had a positive 

month, despite continued noise from Brexit. 

 

Energy came in second in terms of contribution to return, 

fueled by the approx. five percent increase in oil prices. Worst 

single performer was also in Energy, a Norwegian oil driller 

operating in the Middle East faced headwinds in the wake of 

the Iraqi government seizing control of Kurdish oil assets as 

a response to the Kurdish election on independency. On this 

basis, we decided to reduce the position. 

 

In October, no positions was called or matured. Beside the 

above-mentioned company, we took some profit in a Nor-

wegian-based Seismic company that has performed well in 

2017.  

 

We used the proceeds to add in three existing positions. 

We are very careful to balance the risk budget of portfolio 

with the short maturity, so we are mainly targeting new in-

vestments with ratings of BB or better  
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