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Investors in France should note that, relative to the expectations of the Autorité des Marchés Financiers, this fund pre-
sents disproportionate communication on the consideration of non-financial criteria in its investment policy.

Market developments

Welcome to 2026, and our best wishes for the New Year to
our readers. May it bring peace, good health, and good for-
tune to everyone.

The excitement of Christmas has now passed. Wish lists
have, in most cases, been fulfilled, family visits have come to
an end, and children may even have started to tire of the
many gifts they received. As a result, the week following
Christmas offers a quieter, more tranquil period, and an op-
portunity to withdraw, reflect, and thoughtfully ponder the
events of 2025, an extraordinary year by any measure.
Indeed, 2025 was a year of surprises, and it would almost
have been surprising had it not been so. We should likely ex-
pect the same as we move into 2026, at least during the first
part of the year. That said, 2025 stood out as a year of resili-
ence, a year of buying the dips and yet another year of spread
tightening. The technical situation was very supportive
throughout the year, with the engaging and continuing narra-
tive that US households accumulated some 31% more cash
or cash-like assets than pre-pandemic trends, amounting to
nearly USD 19 trillion. The Bank of America Institute high-
lighted that these balances increased considerably post-
Covid, driven by rising interest rates and the highest yields
since the dot-com era.

As US rates began to decline, and with the rate-cutting cycle
likely to extend into 2026, a good proportion of these assets
should continue to migrate back into more traditional asset
classes. This should still continue to support investment-grade
(IG) corporate bond markets across the developed world. De-
velopments in Europe would have been similar, following the
100 basis points (bps) of rate cuts implemented by the Euro-
pean Central Bank’s (ECB) Governing Council in 2025. We
also note anecdotal evidence suggesting that some of the
largest buyers of Additional Tier 1 instruments over the past
year were ltalian fixed-maturity funds, seeking more sustaina-
ble yield alternatives than shorter-dated BTPs.

There will undoubtedly be further surprises as we begin 2026.
Nevertheless, the technical picture should remain well sup-
ported by several factors: the latest liquidity injection by the
US Federal Reserve (Fed) (see below), a potential surprise
US productivity boost that could lead to a rise in unemploy-

ment and cause the Fed to respond with more monetary eas-
ing (Europe is leading the way on Al adoption due to challeng-
ing demographics), and the fact that the S&P 500 Index
closed the year on a strong note for its third consecutive year
of double-digit gains. These elements point to potential for an-
other good year ahead, according to analysts, especially
given the modest near-term earnings expectations (notwith-
standing the anticipated tax reimbursements under the “One
Big Beautiful Bill Act”) and the supportive framework high-
lighted above.

In December, euro credit spreads had a strong end to the
year, recouping the weakness experienced in November, in
line with the regained momentum in equity markets, which
benefited from Fed Chair Jerome Powell, who proved less
hawkish than expected, as well as the traditional Christmas
tailwind. The main European IG index (Bank of America
EROO) finished the year at a spread level of 78 bps, down
from 82bps at the end of November, narrowing 4bps. The im-
provement was broad-based, with most sectors tightening by
an average of 5bps. Telecoms and senior banking lagged at
just -2bps. Subordinated instruments, insurance subs, and
Lower Tier 2s performed Sbps on average. Corporate hybrids
performed better at -7bps, while CoCos outperformed within
this complex at -12bps. It was a similar story for European in-
dustrial BBs (-16bps), with overall total return performance
unfortunately suffering slightly due to wider government
benchmark yields during the final month of the year.

Turning to US developments, the final Fed meeting of the
year was about as good as it could have been and less hawk-
ish than anticipated. We got a balance-sheet expansion that is
set to continue for several months as we transition into the
new year, and the Federal Open Market Committee voted 9 to
3 to lower the target range by 25bps to 3.50 — 3.75%. During
the press conference, Powell said that the Committee had
made no decision regarding January, though he did not rule
out another cut. He also suggested that even if inflation were
to remain above target, a policy rate as low as 3% could be
appropriate if risks to both sides of the Fed’s dual mandate
were equal. As he stated, when the objectives on both sides
of the mandate “are broadly equally threatened or equally at
risk, you should be kind of neutral...and we have been sort of
moving in the direction of neutral. Now we are in the range of
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neutral. We are in the high end of the range of neutral.” We
believe the Fed will remain very attentive to incoming inflation
and employment data, and risks surrounding the labor market
continue to suggest that the target range could fall as low as
3% this year, especially given Powell’'s concerns about a labor
market that is still cooling. Regarding balance-sheet policy,
the announcement came as a positive surprise and was intro-
duced earlier than market participants had anticipated given
the tightening in money-market interest rates relative to ad-
ministered rates, and the decline in their reserves ahead of
year-end.

The purchases will start in December and are expected to to-
tal about USD 40 billion per month in T-bills over a five-month
period, with the option, if needed, of up to three years fixed-
coupon Treasury bonds. This is in addition to the previously
announced reinvestment of all principal payments from
Agency holdings into T-bills, projected at around USD 15 bil-
lion per month. Morgan Stanley forecasts secondary-market
purchases of up to USD 275 billion through the end of April,
forming part of a framework that is generally supportive of
riskier assets, as mentioned earlier.

Powell appears more concerned about the jobs situation now,
especially given the data released on December 16, which
showed the unemployment rate rising to 4.6%. He stated that
“the gradual cooling in the jobs market has continued,” with
payroll growth averaging about 40,000 jobs per month since
April. But he added that these figures may be overstated by
some 60,000, implying a net decline of roughly 20,000 jobs
per month. He also said that the supply of workers has fallen
sharply, which has limited the rise in the unemployment rate,
and characterized the labor market as one that “seems to
have significant downside risks.” Powell appeared less con-
cerned about inflation, while simultaneously acknowledging
that inflation remains above target. He pointed to evidence of
ongoing disinflation in services, such as indices of new tenant
lease rents, while adding that goods inflation is essentially
concentrated in tariff-affected areas. He also said that
measures of longer-term expectations remain consistent with
the Fed’s target.

Finally, US President Donald Trump interviewed Christopher
Waller for the Fed Chair’s position in December, praising him
as “a man who has been there for a long time.” A decision is
expected over the coming weeks, and a Waller appointment
would likely be viewed positively by markets and provide reas-
surance. Waller has advocated pre-empting further weakness
in the labor market and believes there is still room to lower
rates to more neutral levels (50bps to 75bps above neutral
currently) as he expects tariff-related inflation pressures to
subside.

In Europe, the final month of the year was a bit less eventful,
aside from inflation data that now point to a softer underlying
dynamic. At their last meeting, ECB officials left rates un-
changed at 2%, in line with market expectations. ECB Presi-
dent Christine Lagarde’s press conference was a bit of a chal-
lenge as the ECB’s inflation outlook undershoot now extends
to 2027, along with a slightly revised upward growth outlook of
1.2% for 2026 (+0.2% percentage points (pp) from the previ-
ous projection) and 1.4% for 2027 (+0.1 pp). The gradual de-
cline in food, alcohol, and tobacco prices in November (the
fourth consecutive monthly decline) together with lower infla-

tion in core goods and falling momentum in underlying ser-
vices such as accommodation and transportation, likely
prompted the ECB to revise its headline inflation forecast
lower, to 1.8% for 2027.

All told, we believe Lagarde did a good job of offering no clear
indication on the future direction of rate decisions, reinforcing
the message that policy will continue to be set on a meeting-
by-meeting basis. The ECB has also made progress in return-
ing to their customary price stability threshold in the last few
months, with risks now assessed as being two-sided. Both Oli
Rehn of Finland and Frangois Villeroy of France see a high
degree of economic uncertainty. In line with the meeting-by-
meeting approach, they both echoed Lagarde’s emphasis on
the need to remain agile when setting rates, keeping full op-
tionality. We have previously said that the impact of higher US
tariffs is likely to be felt more fully in early in 2026, potentially
weighing on wage growth and, in turn, inflation. This is why
we believe there is still room for one additional rate cut to
1.75%, until quarterly growth picks up from the second quarter
and onward.

We conclude this market review with a comment on Al and
the potential surprises it may bring in 2026. European compa-
nies appear to be more advanced Al adopters than their US
counterparts (nearly 70% versus the low 40% range in the
US, according to a year-end report from Morgan Stanley Eg-
uity Research.) As these technologies are increasingly de-
ployed to improve productivity, they could contribute to further
service disinflation without necessarily triggering outright em-
ployment weakness. Europe has quite a challenging demo-
graphic outlook, and such a development could lead the ECB
to reassess policy. We have long maintained that the digital
revolution would generate disinflationary pressures, provided
supply chains remain undisrupted, and we continue to uphold
this belief with the witnessed Al developments. This would
also fold well into the supportive riskier-asset narrative and
framework for 2026.

Portfolio review

In December, activity ran at a seasonally lighter pace given
the holidays and subsiding liquidity, with a focus on flow man-
agement and a few targeted primaries. We participated in two
new EUR issues: a senior preferred note from a leading Ger-
man auto bank and a corporate hybrid note from a large Euro-
pean utility launched alongside a tender, both offering attrac-
tive carry versus peers. Additionally, we trimmed a diversified
set of tight-trading names across several sectors.

Performance analysis

The Vontobel Fund — Euro Corporate Bond (I Share Class)
outperformed its benchmark during December and for the
year. In December, performance was driven primarily by posi-
tive security selection, with a smaller positive contribution
from allocation.

In terms of selection, gains were led by higher-beta positions
in banking (notably subordinated AT1/T2), insurance (T2),
and telecommunications (Hybrids), alongside strong BB-rated
auto suppliers in the automotive sector. Additional support
came from transportation and, to a lesser extent, utilities. De-
tractors were minimal during the month.

In terms of allocation, positives from our overweights in insur-
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ance and transportation were partly offset by drags from un-
derweights in utilities, consumer goods, and healthcare, leav-
ing allocation effects modestly positive for the month.

Outlook

With the OBBB tax reimbursements expected from next
spring in the US, German fiscal expansion, and increased de-
fense spending across the euro area, conditions appear sup-
portive for an acceleration in growth in 2026, as reflected in
the revised ECB growth forecasts released in December. The
economy certainly remains key to credit markets, but we
would also point to the other aspects of the supportive frame-
work outlined in this piece: there is excess cash or cash-like
assets, lower borrowing costs, and greater productivity that
should push companies to continue to upgrade guidance. And
there is an absence of major re-leveraging. This means that
the benign picture is unlikely to shift meaningfully in the first
few months of the year. This could push spreads to converge
slightly lower, or to the low 70s, which was another low expe-
rienced in 2018.

Tighter spreads do not preclude further improvement. The
ECB’s terminal rate should stay high enough to keep overall
credit yields attractive for some time, and retail investors are
likely to continue to look for alternatives to money-market in-
struments. This could keep spreads tight for longer, or even
cause them to narrow further, given healthy yield-driven de-
mand.

From a supply perspective, analysts forecast gross supply of
EUR IG non-financial issuance to rise about 5% to EUR 380
billion. However, total redemptions are poised to increase to
EUR 280 billion in 2026 (EUR 250 billion in 2025), which

Fund characteristics

would imply an unchanged net supply picture of about EUR
100 billion relative to 2025 — not extreme relative to levels ex-
perienced over the last couple of years. At the sub level, the
outlook should continue to be quite supportive, with forecast
net issuance of around EUR 12 billion in AT1s, EUR 10 billion
in corporate hybrids, EUR 8 billion in insurance subs, and
negative net new issuance in lower Tier 2s (- EUR 10 billion).
We therefore remain comfortable staying down in seniority
when starting the year, where we continue to see good carry
value and maintain our current overweight exposures in sub-
ordinated structures such as hybrids and AT1s. For AT1s, the
ECB has indicated that it may propose making them more eg-
uity-like in the future, reducing the complexity of the capital
stack. A report to the European Commission is expected in
2026. We believe that any attempt to make AT1s more equity-
like would face resistance from banks due to higher funding
costs, and that any such process would likely take a very long
time. We do not believe that regulators would permit par calls
in such a scenario. In fact, we believe that if any changes ma-
terialize, they could increase the likelihood of first-calls, which
would be positive for valuations.

More generally in our fund, we continue to favor the belly of
the curve (6-10 years) and non-cyclical industrials, but we
have started looking selectively into the automotive sector
through auto-parts manufacturers and the financial services
segment since summer, especially as BBs have become bet-
ter value. We remain alert to potential pockets of volatility and
would add some temporary downside protection if required,
especially in periods of likely negative surprises.

Fund name Vontobel Fund — Euro Corporate Bond
ISIN LU0278087860
Share class | EUR

Reference index

ICE BofAML A-BBB Euro Corporate Index

Inception date 13.7.2007

Historical performance (net returns, in %)

Time period Fund Ref. index Time period Fund Ref. index
MTD -0.1% -0.2% 2024 5.2% 4.8%
YTD 3.2% 3.1% 2023 8.5% 8.2%
1 year 3.2% 3.1% 2022 -15.2% -14.0%
3 yrs p.a. 5.6% 5.4% 2021 -0.6% -0.9%
5yrs p.a. -0.1% -0.1% 2020 3.9% 2.8%
10 yrs p.a. 1.7% 1.5% 2019 8.8% 6.6%
ITD p.a. 3.2% 2.9% 2018 -2.9% -1.3%

2017 4.1% 2.6%

2016 4.4% 4.8%

2015 0.9% -0.4%

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

— Securities with a lower credit quality means a higher risk that an issuer may fail to meet its obligations. The investment

value may fall if an issuer's credit rating is downgraded.

— Asset-backed and mortgage-backed securities, and their underlying receivables are often intransparent. The sub-fund
may also be subject to a higher credit and/or prepayment risk.

— Using derivatives generally creates leverage and entails valuation risks and operational risks. Leverage magnifies gains
but also losses. Over-the-counter derivatives involve corresponding counterparty risks.

— CoCo-Bonds may entail significant risks such as coupon cancellation risk, capital structure inversion risk, call extension

risk.

— The sub-fund’s investments may be subject to sustainability risks. The sustainability risks that the sub-fund may be sub-
ject to are likely to have an immaterial impact on the value of the sub-fund’s investments in the medium to long term
due to the mitigating nature of the sub-fund’s ESG approach. The sub-fund’s performance may be positively or nega-
tively affected by its sustainability strategy. The ability to meet social or environmental objectives might be affected by
incomplete or inaccurate data from third-party providers. Information on how environmental and social objectives are
achieved and 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, FI, FR, GB, IE,
IT, LI, LU, NL, NO, PT, SE, SG (Professional Investors only).
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(1)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”).

Neither the fund, nor the Management Company nor the Invest-
ment Manager make any representation or warranty, express or
implied, with respect to the fairness, correctness, accuracy, rea-
sonableness or completeness of an assessment of ESG research
and the correct execution of the ESG strategy. As investors may
have different views regarding what constitutes sustainable in-
vesting or a sustainable investment, the fund may invest in issu-
ers that do not reflect the beliefs and values of any specific inves-
tor.

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 authorized distribution agencies and from
the offices of the fund at 49 Avenue J.F. Kennedy, L-1855 Lux-
embourg, the facilities agent in Austria: Erste Bank der oester-
reichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna, 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 Euro-
pean facilities agent for Germany: PwC Tax and Advisory, So-
ciété coopérative - GFD, 2, rue Gerhard Mercator, L-2182 Luxem-
bourg, Email: lu_pwec.gfd.facsvs@pwc.com, gfdplatform.pwec.lu/fa-
cilities-agent/, the information agent in Liechtenstein: LLB Fund
Services AG, Aulestrasse 80, FL-9490 Vaduz. Refer for more in-
formation on the fund to the latest prospectus, annual and semi-
annual reports as well as the key (investor) information docu-
ments (“K(1)ID”). These documents may also be downloaded from
our website at vontobel.com/am. A summary of investor rights (in-
cluding information on representative actions for the protection of
the collective interests of consumers under EU Directive
2020/1828) is available in English under: vontobel.com/vamsa-in-
vestor-information. Vontobel may decide to terminate the arrange-
ments made for the purpose of marketing its collective investment
schemes in accordance with Article 93a of Directive 2009/65/EC.
Finland: The KID is available in Finnish. The KID is available in
French. The fund is authorized to the commercialization in
France. Refer for more information on the funds to the KID. Ire-
land: It is the responsibility of any person in possession of this
document and any related materials to inform himself of and to
observe all applicable laws and regulations of the countries of his
nationality, residence, ordinary residence, or domicile. If you are
in any doubt about the contents of this document, you should con-
sult your own legal, financial and/or tax advisors. This Fund shall
only be marketed to professional investors in Ireland and shall not
be marketed to retail investors. Neither the Fund nor the invest-
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ment has been authorized by the Central Bank of Ireland. If a pro-
spective investor is not interested in making an investment, this
document should be promptly returned. This document does not,
and shall not be deemed to, constitute an invitation to the public in
Ireland to subscribe shares in the Fund. No person receiving a
copy of this document may treat it as constituting an invitation to
them to subscribe shares in the Fund or a solicitation to anyone
other than the addressee. The offer for subscribe shares in the
Fund shall not be made by any person in Ireland otherwise than in
conformity with the provisions of the Financial Instruments Di-
rective 2014/65/EC (“MiFID”) and in accordance with any codes,
guidance or requirements imposed by the Central Bank of Ireland
thereunder. 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. Netherlands: The Fund and its sub-
funds are included in the register of Netherland's Authority for the
Financial Markets as mentioned in article 1:107 of the Financial
Markets Supervision Act (“Wet op het financiéle toezicht”). Nor-
way: The KID is available in Norwegian. Please note that certain
sub-funds are exclusively available to qualified investors in An-
dorra or Portugal. In Spain, funds authorized for distribution are
recorded in the register of foreign collective investment compa-
nies maintained by the Spanish CNMV (under number 280). The
KID can be obtained in Spanish from Vontobel Asset Manage-
ment S.A., Sucursal en Espafa, Paseo de la Castellana, 91,
Planta 5, 28046 Madrid. Sweden: The KID is available in Swe-
dish. The fund and its sub-funds are not available to retail inves-
tors in Singapore. Selected sub-funds of the fund are currently
recognized as restricted schemes by the Monetary Authority of
Singapore. These sub-funds may only be offered to certain pre-
scribed persons on certain conditions as provided in the “Securi-
ties and Futures Act”, Chapter 289 of Singapore. This document
was approved by Vontobel Pte. Ltd., which is licensed with the
Monetary Authority of Singapore as a Capital Markets Services Li-
censee and Exempt Financial Adviser and has its registered office
at 8 Marina Boulevard, Marina Bay Financial Centre (Tower 1),
Level 04-03, Singapore 018981. This advertisement has not been
reviewed by the Monetary Authority of Singapore. The fund is not
authorized by the Securities and Futures Commission in Hong
Kong. It may only be offered to those investors qualifying as pro-
fessional investors under the Securities and Futures Ordinance.
The contents of this document have not been reviewed by any
regulatory authority in Hong Kong. You are advised to exercise
caution and if you are in doubt about any of the contents of this
document, you should obtain independent professional advice.
This document was approved by Vontobel (Hong Kong) Ltd.,
which is licensed by the Securities and Futures Commission of
Hong Kong and provides services only to professional investors
as defined under the Securities and Futures Ordinance (Cap.
571) of Hong Kong and has its registered office at 1901 Glouces-
ter Tower, The Landmark 15 Queen’s Road Central, Hong Kong.
This advertisement has not been reviewed by the Securities and
Futures Commission. The fund authorized for distribution in the
United Kingdom and entered into the UK’s temporary marketing

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Zirich
Switzerland

T +41 58 283 71 11

info@vontobel.com | vontobel.com/am

permissions regime can be viewed in the FCA register under the
Scheme Reference Number 466625. The fund is authorized as a
UCITS scheme (or is a sub fund of a UCITS scheme) in a Euro-
pean Economic Area (EEA) country, and the scheme is expected
to remain authorized as a UCITS while it is in the temporary mar-
keting permissions regime. This information was approved 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 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 Manage-
ment 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 down-
loaded 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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