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Market developments 

The first quarter was characterized by a shift in the global 

macroeconomic environment, moving from a supportive back-

drop in January and February to a geopolitical-driven risk-off 

regime in March. Early in the quarter, markets benefited from 

resilient global growth, moderating US inflation, and a decline 

in core rates. US 10-year Treasury yields initially rose mod-

estly in January but declined significantly in February, falling 

by 30 basis points (bps) to 3.9%, which supported duration-

sensitive assets. During this period, markets briefly priced in a 

more dovish path by the US Federal Reserve, expecting up to 

three rate cuts in 2026. However, this dynamic reversed ab-

ruptly in March following the outbreak of war with Iran and the 

blockade of the Strait of Hormuz. The resulting oil shock trig-

gered a sharp repricing of inflation and interest-rate expecta-

tions, with US 10-year yields rising by 38bps to 4.3%, Bund 

yields increasing by 36bps, and UK gilt yields rising by 68bps. 

By the end of the quarter, markets were pricing almost no Fed 

easing, while expectations for tightening by the European 

Central Bank increased significantly, in our view excessively. 

The US dollar, which had weakened in January, strengthened 

markedly in March, regaining its safe-haven role, while global 

equities sold off sharply, with MSCI World down 6.6% and 

emerging-market (EM) equities declining 13.3% during the 

month. 

Commodities were a key driver of market performance 

throughout the quarter, particularly energy. Oil prices rose 

steadily in January and February, supported by supply disrup-

tions and geopolitical tensions, before surging sharply in 

March as the Iran conflict escalated and disrupted global sup-

ply through the Strait of Hormuz. Brent crude peaked at USD 

118 per barrel  before retracing to around USD 100 per barrel 

into early April, despite coordinated releases from strategic re-

serves, which only partially offset the scale of the supply 

shock. European gas prices also increased significantly, rising 

by 59% in March, reflecting renewed energy security con-

cerns. Precious metals and industrial commodities performed 

strongly earlier in the quarter but experienced increased vola-

tility as monetary policy expectations and geopolitical risks 

shifted. 

EM sovereign credit delivered positive performance in the first 

two months before correcting in March, ultimately demonstrat-

ing relative resilience in the face of significant global shocks. 

Performance in January and February was supported by fall-

ing US Treasury yields and constructive risk sentiment, while 

March losses were driven by higher global rates and spread 

widening. The EMBIG Diversified index gained 0.7% in Janu-

ary and 1.4% in February, before declining 3.3% in March, 

with roughly two-thirds of the decline attributable to higher US 

Treasury yields and the remainder to spread widening. Re-

gional performance diverged, with Latin America outperform-

ing over the quarter, supported by its commodity exposure 

and relative insulation from geopolitical risks, while Africa 

lagged due to tighter liquidity conditions and idiosyncratic 

challenges. Despite being at the center of the conflict, Middle 

Eastern sovereigns showed relative resilience, reflecting 

strong balance sheets and buffers among Gulf issuers. 

At the country level, performance was driven by a combina-

tion of geopolitical developments and idiosyncratic factors. 

Venezuela was a notable outperformer, with defaulted bonds 

rallying strongly following political developments and im-

proved relations with the US, although current valuations ap-

pear optimistic given the uncertainty around debt restructuring 

timelines. Argentina and Ecuador also performed well, sup-

ported by improved market access and liability management 

operations, including Ecuador’s return to international markets 

with a USD 4 billion issuance. In contrast, countries facing re-

structuring uncertainty or external vulnerabilities underper-

formed, particularly during the March sell-off. Senegal experi-

enced significant volatility, rebounding strongly in February 

before reversing gains in March amid uncertainty around In-

ternational Monetary Fund engagement. Similarly, Lebanon 

and Ukraine underperformed due to escalating geopolitical 

risks and delays in reform progress. Lower-rated oil importers, 

including Sri Lanka, Egypt, and Kenya, were among the 

weakest performers in March, reflecting their vulnerability to 

higher energy prices. 

EM corporate credit outperformed sovereigns over the quar-

ter, benefiting from shorter duration and more contained 

spread movements. The CEMBI Broad Diversified Index 

posted gains in January and February before declining in 

March, with the overall drawdown driven primarily by higher 

US Treasury yields rather than significant spread widening. 

Sector performance was mixed, with oil and gas, industrials, 

and financials outperforming, supported by higher energy 

prices and relatively solid fundamentals. In contrast, real es-

tate and transportation sectors underperformed, particularly in 

March, as higher interest rates and rising fuel costs weighed 

on valuations. Regionally, Africa and CEEMEA benefited from 

strong commodity dynamics and active primary markets, while 
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Latin America faced some idiosyncratic pressures, particularly 

in Brazil, where stress in certain corporates weighed on per-

formance. Asia remained relatively stable, supported by policy 

easing in China’s property sector. 

Portfolio review 

During Q1, we actively managed the portfolio to capture value 

and navigate market volatility. We participated in several ten-

der offers at attractive levels, including Aracen, Fondo Mi-

vivienda, and CPI Property Group. 

We also took advantage of market dislocations to selectively 

add exposure. We increased our positioning in Binghatti fol-

lowing a sharp sell-off during the Iran-related volatility, and in 

QatarEnergy 2026 bonds, which were temporarily impacted 

but continue to offer a strong credit profile. We also added 

Icaalt 2027 within this framework. 

At the same time, we significantly reduced our exposure to 

Raizen amid ongoing restructuring discussions, while recog-

nizing potential recovery upside supported by shareholder in-

volvement. 

As of the end of Q1, we maintained our average rating of 

BBB- and the portfolio offers a yield to maturity of 6.25%. 

Performance analysis  

The fund’s I (USD) share class delivered a -0.46% return in 

Q1, with NAV declining from 113.04 to 112.52. Performance 

was relatively well balanced overall but negatively impacted 

by developments around Raizen. 

Raizen was the main detractor following a sharp deterioration 

in its credit profile. The company reported significant losses, 

driven by asset impairments and weaker operating perfor-

mance in its ethanol and biofuel segment due to adverse 

weather conditions. Combined with elevated leverage, this led 

to multiple rating downgrades and culminated in an out-of-

court restructuring filing in March, supported by key share-

holders including Shell and Cosan. The situation triggered a 

material repricing of the bonds, with markets increasingly fac-

toring in restructuring risk. 

On the positive side, GeoPark benefited from higher oil prices 

as well as ongoing M&A activity around Frontera Energy, 

where competing bids for its assets supported sentiment 

across the sector. Banque Ouest Africaine de Développement 

and Empresa also contributed positively. Dubai real estate 

holdings were impacted by the Iran conflict.  

Outlook  

We believe EM fixed income represents an interesting invest-

ment opportunity in the current uncertain environment. EM 

corporates have demonstrated the characteristics of a lower-

risk asset class within the broader EM fixed income universe, 

due to their lower interest-rate sensitivity and broad diversifi-

cation. We believe that maintaining shorter duration makes 

sense given the uncertain outlook. Apart from duration, diver-

sification away from the US is poised to remain an important 

consideration for many investors once the conflict ends, and 

we therefore expect flows into the asset class to resume 

strongly. Additionally, we believe higher oil prices should be a 

net positive for many EM countries, particularly when exclud-

ing Asia. While most investors may favor sovereigns over cor-

porates, we believe that corporates currently offer an attrac-

tive pickup relative to many sovereigns, especially in the HY 

space, and even more so when adjusting valuations for 

shorter duration. Corporates have not yet experienced the 

same level of inflows as sovereigns, whether in hard or local 

currency. When combined with generally resilient fundamen-

tals and the opportunity for active credit selection, we believe 

EM corporates deserve a place in a well-diversified portfolio. 

Finally, within corporates, we believe there is ample oppor-

tunity for diversification. Oil producers stand out (although 

many are approaching call prices, which may limit price up-

side) but other industries could also prove resilient in the face 

of conflict. In particular, we believe some of the infrastructure 

bonds and telecom companies could be resilient as well. 
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Historical performance (net returns, in %)   

Time period  Fund  Ref. index   Time period  Fund Ref. index  

MTD -0.4%  –   2025  7.4%  –  

YTD -0.5%  –  2024  –  –  

1 year  4.7%  –  2023  –  –  

3 yrs p.a.  –  –   2022  –  –  

5 yrs p.a.   – –   2021  –  –  

10 yrs p.a.  –  –   2020  –  –  

ITD p.a.  6.5%  –   2019  –  –  

    2018  –  –  

    2017  –  –  

    2016  – –  

 

Past performance is not a reliable indicator of current or future performance.  

Performance data does not take into account any commissions and costs charged when shares of the fund are issued and redeemed, if 

applicable. The return of the fund may go down as well as up, e.g. due to changes in rates of exchange between currencies. The value 

of the money invested in the fund can increase or decrease and there is no guarantee that all or part of your invested capital can be 

redeemed. 

   
 

Investment risks 

—   

— The sub-fund’s investments may be subject to sustainability risks. Information on how sustainability risks are managed in 

this sub-fund may be obtained from vontobel.com/sfdr.   

 

Important legal information 

This marketing document was produced by one or more compa-

nies of the Vontobel Group (collectively “Vontobel”) for institu-

tional clients, for distribution in AT, CH, DE, ES, FR, GB, IT, LI, 

LU. 

This document is for information purposes only and does not con-

stitute an offer, solicitation or recommendation to buy or sell 

shares of the fund/fund units or any investment instruments, to ef-

fect any transactions or to conclude any legal act of any kind 

whatsoever. Subscriptions of shares of the fund should in any 

event be made solely on the basis of the fund’s current sales pro-

spectus (the “Sales Prospectus”), the Key (Investor) Information 

Document (“K(I)ID”), its articles of incorporation and the most re-

cent annual and semi-annual report of the fund and after seeking 

the advice of an independent finance, legal, accounting and tax 

specialist.  This document is directed only at recipients who are 

institutional clients, such as eligible counterparties or professional 

clients as defined by the Markets in Financial Instruments Di-

rective 2014/65/EC (“MiFID”) or similar regulations in other juris-

dictions, or as qualified investors as defined by Switzerland’s Col-

lective Investment Schemes Act (“CISA”). 

For products with the ESG SFDR Category Art. 6, the invest-

ments underlying this financial product do not take into account 

the EU criteria for environmentally sustainable economic activi-

ties.  

Past performance is not a reliable indicator of current or fu-

ture performance.  

Performance data does not take into account any commissions 

and costs charged when shares of the fund are issued and re-

deemed, if applicable. The return of the fund may go down as well 

as up, e.g. due to changes in rates of exchange between curren-

cies. The value of the money invested in the fund can increase or 

decrease and there is no guarantee that all or part of your in-

vested capital can be redeemed. 

Interested parties may obtain the above-mentioned documents 

free of charge from the representative in Switzerland: Vontobel 

Fonds Services AG, Gotthardstrasse 43, 8022 Zurich, the paying 

agent in Switzerland: Bank Vontobel AG, Gotthardstrasse 43, 

8022 Zurich, the facilities agent in Austria: Erste Bank der oester-

reichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna, 

from the authorized distribution agencies and from the offices of 

the fund at 49 Avenue J.F. Kennedy, L-1855 Luxembourg, the 

European facilities agent for Germany: PwC Tax and Advisory, 

Société coopérative - GFD, 2, rue Gerhard Mercator, L-2182 Lux-

embourg, Email: lu_pwc.gfd.facsvs@pwc.com, gfdplat-

form.pwc.lu/facilities-agent/, the European facilities agent for 

France: PwC Tax and Advisory, Société coopérative - GFD, 2, 

rue Gerhard Mercator, L-2182 Luxembourg, Email: 

lu_pwc.gfd.facsvs@pwc.com, gfdplatform.pwc.lu/facilities-agent/, 

from the information agent in Liechtenstein, LLB Fund Service 

AG, Äulestrasse 80, 9490 Vaduz. Refer for more information on 

the fund to the latest prospectus, annual and semi-annual reports 

as well as the key (investor) information documents (“K(I)ID”). 

These documents may also be downloaded from our website at 

vontobel.com/am. A summary of investor rights (including infor-

mation on representative actions for the protection of the collec-

tive interests of consumers  under EU Directive 2020/1828) is 

available in English under: vontobel.com/vamsa-investor-infor-

mation. Vontobel may decide to terminate the arrangements 

made for the purpose of marketing its collective investment 

schemes in accordance with Article 93a of Directive 2009/65/EC. 

The KID is available in French. The fund is authorized to the com-

mercialization in France. Refer for more information on the funds 

to the KID. Italy: Refer for more information regarding subscrip-

tions in Italy to the Modulo di Sottoscrizione. For any further infor-

mation: Vontobel Asset Management S.A., Milan Branch, Piazza 

degli Affari 2, 20123 Milano, telefono: 0263673444, e-mail: clien-

trelation.it@vontobel.com. In Spain, funds authorized for distribu-

tion are recorded in the register of foreign collective investment 

http://www.vontobel.com/sfdr
mailto:lu_pwc.gfd.facsvs@pwc.com
https://gfdplatform.pwc.lu/facilities-agent/view/vfii-de
https://gfdplatform.pwc.lu/facilities-agent/view/vfii-de
mailto:lu_pwc.gfd.facsvs@pwc.com
https://gfdplatform.pwc.lu/facilities-agent/view/vfii-fr
http://www.vontobel.com/am
http://www.vontobel.com/vamsa-investor-information
http://www.vontobel.com/vamsa-investor-information
mailto:clientrelation.it@vontobel.com
mailto:clientrelation.it@vontobel.com
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companies maintained by the Spanish CNMV (under number 

280). The KID can be obtained in Spanish from Vontobel Asset 

Management S.A., Sucursal en España, Paseo de la Castellana, 

91, Planta 5, 28046 Madrid. The fund authorized for distribution in 

the United Kingdom and entered into the UK’s temporary mar-

keting permissions regime can be viewed in the FCA register un-

der the Scheme Reference Number 466625. The fund is author-

ized as a UCITS scheme (or is a sub fund of a UCITS scheme) in 

a European Economic Area (EEA) country, and the scheme is ex-

pected to remain authorized as a UCITS while it is in the tempo-

rary marketing permissions regime. This information was ap-

proved by Vontobel Asset Management S.A., London Branch, 

which has its registered office at 3rd Floor, 70 Conduit Street, 

London W1S 2GF and is authorized by the Commission de Sur-

veillance du Secteur Financier (CSSF) and subject to limited reg-

ulation by the Financial Conduct Authority (FCA). Details about 

the extent of regulation by the FCA are available from Vontobel 

Asset Management S.A., London Branch, on request. The KIID 

can be obtained in English from Vontobel Asset Management 

S.A., London Branch, 3rd Floor, 70 Conduit Street, London W1S 

2GF or downloaded from our website vontobel.com/am.   

This document is not the result of a financial analysis and there-

fore the “Directives on the Independence of Financial Research” 

of the Swiss Bankers Association are not applicable. Vontobel 

and/or its board of directors, executive management and employ-

ees may have or have had interests or positions in, or traded or 

acted as market maker in relevant securities. Furthermore, such 

entities or persons may have executed transactions for clients in 

these instruments or may provide or have provided corporate fi-

nance or other services to relevant companies. 

Any index referred to herein is the intellectual property (including 

registered trademarks) of the applicable licensor. Any product 

based on an index is in no way sponsored, endorsed, sold or pro-

moted by the applicable licensor and it shall not have any liability 

with respect thereto. Refer to am.vontobel.com/terms-of-licenses 

for more details.  

Although Vontobel believes that the information provided in this 

document is based on reliable sources, it cannot assume respon-

sibility for the quality, correctness, timeliness or completeness of 

the information contained in this document. Except as permitted 

under applicable copyright laws, none of this information may be 

reproduced, adapted, uploaded to a third party, linked to, framed, 

performed in public, distributed or transmitted in any form by any 

process without the specific written consent of Vontobel. To the 

maximum extent permitted by law, Vontobel will not be liable in 

any way for any loss or damage suffered by you through use or 

access to this information, or Vontobel’s failure to provide this in-

formation. Our liability for negligence, breach of contract or con-

travention of any law as a result of our failure to provide this infor-

mation or any part of it, or for any problems with this information, 

which cannot be lawfully excluded, is limited, at our option and to 

the maximum extent permitted by law, to resupplying this infor-

mation or any part of it to you, or to paying for the resupply of this 

information or any part of it to you. Neither this document nor any 

copy of it may be distributed in any jurisdiction where its distribu-

tion may be restricted by law. Persons who receive this document 

should make themselves aware of and adhere to any such re-

strictions. In particular, this document must not be distributed or 

handed over to US persons and must not be distributed in the 

USA.  
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