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Strong US figures

Stocks rally and the EUR weakens

Markets The month of September was characterized by sev-
eral changes in recent trends. Long interest rates increased
as a result of especially stronger European macroeconomic
figures. US. macro releases have not impressed analysts in
recent months, but in September, the US. economy regain
some traction and US. 10-year rates increased 20 ba-
sispoints, whereas German rates only increased by about half
that.

The interest rate spread between the German and U.S. gov-
ernment bonds widened again in September, which led to a
halt in the rally in EUR/USD. Higher growth expectations led
to a rally in the price of oil of almost 10 percent and long-
term inflation expectations (5Y5Y inflation swaps) increased
moderately.

Equities did well in September with MSCI World (EUR) rallying
2.9 percent. Both Small Cap and Value equities performed
well and investors could also benefit from the Momentum
factor. Minimum Volatility stocks underperformed in Septem-
ber.

In credit markets, High Yield corporate bonds were doing well
- helped by the macroeconomic outlook, where leading in-
dicators still showed that we could expect further improve-
ment in growth rates across the OECD countries over the
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coming six months — but especially in Europe and Japan.

Solid returns in September

The Portfolio The fund delivered solid returns in September
and beat its benchmark.

The overweight to European and Japanese equities in the
fund contributed to the excess return, but the investment
strategies also delivered solid excess returns.

The macroeconomic climate is characterized by optimism,
higher inflation expectations and higher interest rates. The
fund’s tilt towards the Value and Small-Cap risk premia is —
as expected - paying off in this environment, but also the
Momentum-tilt is working quite well.

The fund’s allocation towards corporate credits is outperform-
ing, but no particular segments in the IG and HY exposures
stand out. The convertible bond allocation, however, deliv-
ered very solid retuns due to the above mentioned factor
premiums that it is exposed to.

Due to the longstanding overweight to Danish mortgage
bonds, the fund again managed to benefit from the high
credit quality in this segment as well as higher carry and
spread compression vs. government bonds as well as country

spread comprewsQiesriaAcEesh@fiRe dawpean high grade
debt markets.

Procedo is targeted at investors with a long investment horizon and/or high risk tolerance.
The fund has a well-diversified exposure to equities, mortgage credit bonds, developed
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

65%

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 65%, 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.


http://www.sparinvest.lu/fund range/retail investors/procedo eur r.aspx

