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Bonds, one of the most diverse asset classes there is,
remain as attractive as ever for investors willing to
take an active look.

While the search for income can entail risks, there are
many attractive areas of the market. We can help you
discover the right segments for you.

Looking For Answers?
Our experts answer nine income-related questions from
professional investors across the globe.

Meet Our Experts

Mark Holman

Chief Executive Officer

TwentyFour Asset Management

(a Boutique of Vontobel Asset Management)

Simon Lue-Fong
Head of Fixed Income,
Vontobel Asset Managment

Find out more: vontobel.com/fi2021
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With interest rates so low (and
even negative), what role does
Fixed Income have in a portfolio?

==  Duco Slob

== Senior Portfolio Manager SRI,
InsingerGilissen

Mark Holman: Fixed Income has long

had a place in smart investors’ portfolios.

Even now, it offers some valuable
attributes that make it an important part
of a well-balanced portfolio.

For example, it can:

A ) Help combat/reduce volatility

($)
EIn» Deliverincome

e ) Provide diversification

With more than 30% of the bonds
universe offering negative yields,
where should clients invest?

=== César Gil Cano
=== Head of Funds and Absolute Return,
Bankia Asset Management

Simon Lue-Fong: Let’s look at the other
side of that:

70 9% Forine

This means 70 % is positive yielding. So the

cup is over two-thirds full. Of course, a large
chunk of that is barely positive, low-yielding
bonds. The trick is to find the right bonds.

We believe credit makes sense for many
investors. But, for safety, avoid issues in
the CCC area, as that’s where most
defaults arise.

For yield, we’d look to the emerging
markets and corporate credit asset classes
where there’s still plenty of pockets with
substantial yield to be found.
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What could drive credit spreads
higher, and is duration the biggest
risk for a credit investment in 20217

Anna Radenovska
Head Fl Asset Management,
VZ Depotbank AG

Mark: In our view, by far the biggest
risk to credit in 2021 remains a shock
in relation to the COVID-19 pandemic.
The rollout of various vaccines should
support a robust economic recovery.
However, this could change if, for
example, a new variant of the virus
threatened a return to normality.

Interest-rate duration has come more
into focus with the Democrats taking
control of the US Senate, boosting the
prospect of further stimulus. While we
do see inflation ticking up in 2021, we
don’t see it becoming an issue in the
near-term.

There is considerable slack in the US
labour market, so it is hard to see wage
pressures prompting the Fed to tighten
monetary policy.
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There seems to be
consensus that the US
dollar will weaken in

2021. What currency
positioning makes

sense for a euro
investor in 20217 V
B Ridiger Sélzle

Managing Director,
FondsConsult Research GmbH

Simon: The US dollar is a key factor for
EM, so euro-based investors need to pay
close attention to that.

Broadly speaking, the US dollar should

be weaker through 2021. Many emerging
market currencies repriced massively in
2020 and there is still plenty of potential
for EM currencies to progress. This
means the much-maligned local-currency
market in emerging markets has potential
in 2021.

For euro investors we would say

taper your expectations for currency
appreciations, but take advantage of the
growth and value available in EM local
currency bonds.



Where are you seeing opportunities
in EM? Hard or local currencies, or
even corporates?

XYz Samantha Dovey
7N |nvestment Management,
Ravenscroft.

How do you factor in
ESG criteria for EM

countries?

I Maxime Ricomes, CFA, CAIA
Senior Multi-Asset
Multi-Management Analyst,
Aviva Investors France

Simon: ESG is (and will become even
more of) a key criterion in the decision-
making processes of investors. We think
the starting point is to accept that EM
should not be judged on the same basis as
developed markets.

We believe that with EM the direction of
ESG travel is important. We’re looking
for countries that show a willingness to

improve ESG. It’s the momentum that’s
matters: how they manage and implement
ESG criteria.

For this, Governance is where investors
can monitor and assess how well countries
and companies are implementing ESG into
their daily operations.
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Since spreads narrowed in high yield
7 and there was no wave of defaults,

do these bonds offer attractive risk/

returns at current spread levels?

B Ridiger Sélzle
Managing Director,
FondsConsult Research GmbH

Mark: We think there are still basis points to
play for in high yield. Income has become a
very scarce commodity; with cash rates near
zero and looking well anchored, we believe
that the demand for income in this decade
can be fulfilled by credit.

However, it doesn’t mean you can just buy
everything. | would expect to see defaults
rise to around 7% in the US and 5% in Europe
before dropping again towards year end. As

a result we think a healthy dose of caution is
warranted in the very lowest ratings bands,
where historically the overwhelming majority
of defaults have come from.
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Are there certain asset
classes /sectors that
investors should avoid?

Wealth Manager
US Offshore
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As an active manager, what levers

9 are you going to use to deliver
attractive returns despite low
initial yields?

I l Andrea Florio
Head of Market Intelligence, Banca Generali

Simon: Active management is about being able to respond quickly to changes in economic and
market conditions, both to try to protect our clients from emerging risks and to try to make sure

they can benefit from opportunities.

High Conviction to Seek Out Returns

We’re high-conviction investors, we're
not benchmark huggers. As yields stay
low, active management becomes

a bigger part of the potential overall
returns.

Look Bottom-Up to Find True Value

Specific to us in Vontobel: we're
bottom-up investors and given how
challenging the macro situation has
been, it’s bottom-up investors that
have done well and we think that will
continue.

We have found that by having a bias towards the bottom-up, really knowing and having
conviction in the names we invest in, we're able to discover true value in the market.

In this environment, as an investor, you want someone who
is active and knows where the real value is.

4

.'

Unfix Your Thinking

vontobel.com/fi2021


http://vontobel.com/fi2021

Important legal information

The information contained in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use
would be contrary to applicable laws or regulations, or which would subject Vontobel or its affiliates to any registration requirement within such jurisdiction or country.
Vontobel makes no representations that the information contained in this document is appropriate for use in all locations, or by all readers. This document does not con-
stitute and shall not be construed to constitute a recommendation, offer or solicitation, to the public or otherwise, to subscribe for, buy, hold or sell any financial instru-
ment, whether directly or indirectly, in any jurisdiction. USA: Distributed to US persons by Vontobel Asset Management, Inc. (VAMUS), Vontobel Swiss Wealth Advisors
AG (VSWA) and Vontobel Securities Ltd. (VONSEC). VAMUS and VSWA are registered with the U.S. Securities and Exchange Commission (SEC) as investment advisers
under the U.S. Investment Advisers Act of 1940, as amended. Registration as an Investment Adviser with the U.S. Securities and Exchange Commission does not imply

a certain level of skill or expertise. VONSEC is registered as broker-dealer with the SEC under the U.S. Securities Exchange Act of 1934 and is a member of the Financial
Industry Regulatory Authority, Inc. (FINRA). VAMUS, VSWA and VONSEC are wholly owned subsidiaries of Vontobel Holding AG, Zurich, Switzerland. VONSEC accepts
responsibility for the content of a report prepared by a non-US affiliate when VONSEC distributes the report to US persons. UK: This document was approved and is be-
ing distributed by Vontobel Asset Management SA, London Branch, which has its registered office at Third Floor, 70 Conduit Street, London W1S 2GF, UK (Registered in
England and Wales with number BR0O09343), and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to limited regulation by the
Financial Conduct Authority (FCA). Details about the extent of regulation by the FCA are available from Vontobel Asset Management SA on request. Singapore: This doc-
ument has not been reviewed by the Monetary Authority of Singapore. This document was approved by Vontobel Asset Management Asia Pacific Ltd., which has its reg-
istered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong. This document should not be considered as an invitation for subscription
or purchase of financial instrument, whether directly or indirectly, to the public or any member of the public in Singapore. Hong Kong: The contents of this document have
not been reviewed nor approved by any regulatory authority including the Securities and Futures Commission in Hong Kong. This document was approved by Vontobel
Asset Management Asia Pacific Ltd. with registered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong for use in Hong Kong. You are
advised to exercise caution and if you are in any doubt about any of the contents, you should obtain independent professional advice. Australia: This document has been
approved by Vontobel Asset Management Australia Pty Limited (ABN 80 167 015 698), which is the holder of Australian Financial Services Licence number 453140 and
which accepts responsibility for its content. More information for investors domiciled in Australia is avail-able from the following address: Vontobel Asset Management
Australia Pty Ltd., Level 20, Tower 2,201 Sussex St, NSW-2000 Sydney, Australia. The information in this document was not prepared specifically for investors in Austral-
ia. It (i) may contain references to dollar amounts which are not Australian dollars, (i) may contain financial information which is not prepared in accordance with Austral-
ian law or practices, (i) may not address risks associated with investment in foreign currency denominated investments; and (iv) does not address Australian tax issues.
Germany: Bank Vontobel Europe AG is authorized and regulated by the Federal Financial Supervisory Authority (BaFin), registered in the Commercial Register of the
Amtsgericht Minchen under number HRB133419 with registered office at Alter Hof 5, 80331 Miinchen. Details about the extent of regulation are available from Bank
Vontobel Europe AG on request. Italy: This document was approved and is being distributed by Vontobel Asset Management SA, Milan Branch, which has its registered
office at Piazza degli Affari 3, 1-20123 Milano, Italy (Contact: +38 (0)26 367 344) and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and
subject to limited regulation by the Banca d’ltalia and Commissione Nazionale per le Societa e la Borsa (CONSOB). Details about the extent of regulation by the Banca
d’ltalia and CONSOB are available from Vontobel Asset Management SA on request. The contents of this document have not been reviewed nor approved Banca d’ltalia
or CONSOB. France: This document was approved and is being distributed by Vontobel Asset Management SA, Paris Branch, which has its registered office at 10, Place
Venddme, 75001 Paris, France and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to regulation by the Autorité des Marchés
Financiers (AMF). Details about the extent of regulation by the AMF are available from Vontobel Asset Management SA on request. Spain: This document was approved
and is being distributed by Vontobel Asset Management SA, Madrid Branch, which has its registered office at Paseo de la Castellana 95, Planta 18, E-28046 Madrid,
Spain and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to regulation by the Comisién Nacional del Mercado de Valores
(CNMV) with identification number 41. Details about the extent of regulation by the CNMV are available from Vontobel Asset Management SA on request.

Disclaimer

This document is a general communication that is not impartial and has been prepared solely for informational and educational purposes only. The information and
opinions (together, “information”) contained in this document is not intended to be relied upon as a forecast, research, recommendation or investment advice. Decisions
based on information contained in this document are the sole responsibility of the reader. You must not rely on any information contained in this document in making an
investment or other decision. This document has not been based on a consideration of any individual investor circumstances. Nothing in this document constitutes, or
shall be deemed or construed to constitute, tax, accounting, regulatory, legal, or insurance advice, or investment or any other kind of advice to subscribe for, purchase,
hold or sell any securities or other financial instrument, to effect any transactions, or to adopt any investment strategy. All information in this document is provided on an
“as is” basis based on the knowledge and / or market assessment as of the date of the document or as at the time specified in the document without any representa-
tions or warranties of any kind, either expressed or implied. Vontobel shall not be liable for any direct or indirect loss or damage, including but not limited to loss of profit,
that may be suffered as a result of information provided in this document, or for any loss or damage resulting either directly or indirectly from use of any of the information
contained therein. Any information comprised in this document may be superseded by, or change due to, subsequent market or political events or for other reasons,

but there is no obligation on the part of Vontobel to update this document. Any projections, forward-looking statements or estimates contained in this document are
speculative and due to various risks and uncertainties, there can be no assurance that the estimates or assumptions made will prove accurate, and actual events or
results may differ materially from those reflected or contemplated in this document. The views and opinions herein are those of the individuals mentioned above and do
not necessarily reflect the opinions of Vontobel, unless issued by employees of the firm. Opinions expressed in this document are subject to change based on market,
economic and other conditions. Information in this document should not be construed as recommendations, but as an illustration of broader economic themes. Keep in
mind that past performance is not a reliable indicator of current or future performance and forecasts are inherently limited and should not be relied upon as an indicator
of future performance.

To the maximum extent permitted by law, Vontobel rejects any liability in any way for any loss or damage suffered by you through use of or access to this information,
or Vontobel’s failure to provide this information. Although Vontobel believes that it has taken due care in compiling the contents of this document, Vontobel does not
warrant, either expressly or impliedly, the accuracy, correctness, or completeness of the information, text, graphics, or other items contained in this document, and the
document should not be relied upon as such. Vontobel accepts no liability in respect thereof. No information contained in this document shall be deemed or construed
to create any contractual relationship between the providers of such information and the reader of this document. All components of this document are protected by
intellectual property laws and are the property of Vontobel or third parties. The information in this document is solely for your personal, non-commercial use. Vontobel,
its directors or employees may have previously invested, may be currently investing or may in future invest in financial instruments in respect of which this document
comprises information or opinions. It is also possible that Vontobel has previously provided, is currently providing or will in future provide services to the issuers of such
financial instruments, including, for example, corporate finance or market making services. Furthermore, it is possible that employees or directors of Vontobel have
previously performed, are currently performing or will in future perform certain functions on behalf of the issuers of such financial instruments, e.g. serving as director.
Vontobel, its directors or employees could therefore have an interest in the future performance of financial instruments.
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