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Optimism sparked rising rates

Strong economic key figures

Markets Credit spreads tightened and volatility decreased
throughout September just as we saw a slight increase in
volatility during August.

The macroeconomic outlook furthermore helped the market,
where leading indicators still showed that we could expect
further improvement in growth rates across the OECD coun-
tries over the coming six months.

US. macro releases have not impressed analysts in recent
months, but in September, the U.S. economy regained some
traction and U.S. 10-year rates increased 20 basis points. The
interest rate spread between the German and US. govern-
ment bonds widened again in, which led to a halt in the rally
in EUR/USD. Higher growth expectations led to a rally in the
oil price and long-term inflation expectations (5Y5Y inflation
swaps) increased moderately.

The German general election where Chancellor Merkel's
(DU/CSU party lost more seats than indicated by opinion
polls and the political unrest related to an independence ref-
erendum in Catalonia failed to impact credit markets. Thus,
the Eurozone’s fundamental challenges remain out of the
headlines.

The broad High Yield market returned 0.65 percent in Sep-
tember bringing the YTD return to 5.79 percent. Investment

Return is calculated gross of fees and excluding swing.

Strategy

Grade, having higher interest rate duration, felt the pain of
rising rates and returned minus 0.47 percent on the month.

Energy as main performance driver

The Portfolio The fund provided a positive return of 0.24 per-
cent for September, hence very satisfying compared to the
duration of the portfolio. The duration of the portfolio is cur-
rently lower than one year. Year to date the return has
reached 2.46 percent.

All sectors, except Materials, contributed positively to the
funds return in September. Rising oil prices had immediate
impact on the Energy related companies, which contributed
most to the funds return. Financials was another good con-
tributor to the funds’ performance, mainly driven by the rising
rates that directly links to the banks revenue stream. No major
movements in any single bonds during the month.

In September, one position was called and two names were
exited; both had reached our target and was sold in a posi-
tive market. We managed to reinvest the proceeds into six
new positions across sectors and regions.

We are very careful to balance the risk budget of portfolio

with the short maturity, so are mainly targeting new invest-
ments with ratings of BB or better.

See performance and fund data | f[[- o

Value Bonds 2018 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. Up to 50% of the portfolio are invested in Investment Grade bonds and up to
50% in High Yield. The maturity date of the Fund is December 31, 2018.

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 sparinvestlu. 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.
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