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Market developments 

April set the tone for the months that followed: anxiety and opti-

mism coexisted, and anyone looking only at financial markets 

could have been forgiven for thinking little was amiss. Equities 

kept climbing, buoyed by unabating enthusiasm for technology 

and a strong corporate earnings season, even as negotiations be-

tween the US and Iran stalled and concerns mounted over infla-

tion and the prospect of more hawkish monetary policy. 

Much of the quarter was consumed by the war in the Middle East 

as headlines oscillated between diplomatic progress and escalat-

ing rhetoric. April brought a confusing mix of military pressure and 

signs of improvement, including ceasefires, expletive-filled social 

media posts, and shipping restrictions that alternated with reports 

of progress at the negotiating table. In early May, reports sug-

gested the US and Iran were nearing a preliminary deal, prompt-

ing a market rally. Both sides rejected the other’s proposal, and 

the cycle of hope and disappointment continued. The back-and-

forth lasted into June before a preliminary agreement was signed. 

It included the reopening of the Strait of Hormuz, the gradual lift-

ing of restrictions on Iranian ports, and a commitment to continue 

negotiations on Iran’s nuclear program and regional security is-

sues. 

From mid-April, however, investors seemed more willing to drown 

out geopolitical noise and attention turned to eco-nomic growth, 

earnings, and artificial intelligence (AI). US equities surged to rec-

ord highs amid a strong earnings season and a sense that eco-

nomic fundamentals were in-tact despite the conflict simmering in 

the background. The economic data painted a more complicated 

picture. Oil prices didn’t skyrocket as much as some might have 

expected from the supply disruption, which helped the global 

economy. Still, in the US, inflation kept accelerating and reached 

the highest level in three years in May as higher energy costs 

spilled into consumer prices. Growth held up relatively well, 

thanks to strong consumer spending and a still-solid labor market. 

Elsewhere, China struggled with sluggish domestic demand and 

an ailing property sector that showed few signs of recovery. 

Inflation and monetary policy moved to the forefront as the quarter 

progressed. As talks between the US and Iran faltered, the eco-

nomic consequences of the conflict became harder to ignore. On 

May 10, Saudi Aramco Chief Executive Officer Amin Nasser 

warned that global energy markets might not fully normalize until 

2027 if shipping through the strait remained curtailed for several 

more weeks. Those concerns also seeped into the inflation out-

look and, by extension, expectations for central banks. 

The US Federal Reserve (Fed) had already wrestled with the is-

sue at its May meeting. While it left interest rates unchanged, the 

decision exposed the deepest divisions within the institution since 

1993, with a growing number of officials favoring rate hikes. Euro-

pean Central Bank (ECB) Vice President Luis de Guindos 

stressed that the future of the Strait of Hormuz would be a deci-

sive factor at the bank’s June meeting – at which it raised interest 

rates by 25 basis points (bps) to counter war-driven inflation. He 

has also said that energy shocks tend to appear in inflation data 

more quickly than their effects on growth become visible. A few 

days after the ECB’s move, the US announced the preliminary 

agreement with Iran. Other major central banks that met in June 

after the announcement didn’t follow the ECB’s lead. The Fed 

held steady but kept the door open to rate hikes this year. The 

Swiss National Bank (SNB) also left its policy rate unchanged, 

and the Bank of England likewise decided to hold steady amid 

falling oil prices. Some market observers criticized the ECB’s 

move, but officials argued that an agreement between the US and 

Iran won’t reverse the economic damage overnight. June also 

brought new talking points for investors. Markets absorbed the 

largest initial public offering (IPO) in history, Elon Musk became 

the world’s first trillionaire, a technology sell-off highlighted con-

cerns about valuations and monetization, and Keir Starmer re-

signed, leaving the UK searching for its seventh prime minister in 

a decade. 

Bond markets faced a more challenging environment in the sec-

ond quarter as investors reassessed the outlook for inflation and 

monetary policy. Rising energy prices and geopolitical tensions 

pushed inflation expectations higher, prompting markets to scale 

back expectations for near-term interest-rate cuts by the Fed and 

reinforcing a higher-for-longer interest-rate environment. Govern-

ment bond yields moved higher during the quarter as investors 

grappled with persistent inflation concerns and the prospect of 

large government borrowing needs. In the US, substantial invest-

ment in AI-related infrastructure may also have contributed to up-

ward pressure on longer-dated yields. Credit markets remained 

resilient, supported by solid investor demand and still healthy cor-

porate fundamentals. However, credit spreads remained close to 

historically tight levels despite rising market volatility and a more 

uncertain eco-nomic backdrop. As a result, a larger share of fixed 

income returns comes from government bond yields rather than 

credit spreads, leaving corporate bond valuations vulnerable 

should growth slow or risk sentiment deteriorate. The US govern-

ment bond market was up 0.3% in the second quarter (in US dol-

lars). 

The US yield curve got flatter again, as yields on 2-year Treasur-

ies increased by 38bps while 30-year Treasury yields decreased 

by 1bps. This movement resulted in a flatter US Treasury curve, 

with a 39bps decrease in the spread. 
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The Japanese yield curve experienced upward shifts across al-

most all maturities. Yields on 2-year to 30-year Japanese Govern-

ment Bonds (JGBs) increased by 1 to 55bps, with the exemption 

of the ultra-long end, where yields decreased by 13bps. In con-

trast to the two aforementioned yield curves, the German Bund 

curve shifted downwards as yields decreased by 4 to 15bps. 

Portfolio review 

During the second quarter, we modestly reduced our overweight 

duration position in EUR. 

We maintained an average implied temperature rise (ITR) well be-

low 1.5 degrees Celsius for the corporate portion of the fund, 

which represents more than 78% of the overall portfolio. Con-

sistent with the fund's objective to maximize avoided CO2 emis-

sions, we continue to favor green bonds within the utility and en-

ergy sectors, where we have identified the most impactful pro-

jects. 

Performance analysis  

In the second quarter of 2026, the Vontobel Fund – Green Bond 

reported an absolute return of 2.02%, outperforming its bench-

mark during the period. The primary factor contributing to this out-

performance was the fund's overweight position in credit expo-

sure, as tightening risk premiums on corporate bonds reflected 

decreasing geopolitical uncertainty. The fund’s overweight dura-

tion exposure in USD detracted from performance as the US yield 

curve bear flattened. Rising energy prices reignited inflation con-

cerns, prompting a sharp market repricing of the Fed’s policy path 

from expectations of rate cuts to the potential for rate hikes.  

Outlook  

The Iran war has somewhat blurred the upbeat economic base-

line scenario we had projected for 2026. Higher oil prices have 

weighed on growth, lifting energy costs, fanning inflation, and 

eroding real wage growth, which could slow US consumer spend-

ing. Even so, we believe the global economy is in sufficiently 

strong shape to absorb these headwinds. Several offsets are in 

place. US tariff rates have likely peaked following the Supreme 

Court ruling, and tariff refunds have begun to flow through. Fiscal 

tailwinds are also on the horizon, with Germany yet to roll out 

much of its planned stimulus and Japan’s “Sanaenomics” agenda 

still in its early stages. The US labor market has started to show 

signs of reacceleration, and the combination of US President 

Donald Trump’s “One Big Beautiful Bill Act,” lower tariffs, and the 

positive impact of AI-related capex are poised to provide addi-

tional tailwinds. With US midterm elections approaching, we be-

lieve Trump has an incentive to take a more pragmatic course. 

The US-Iran deal is also likely to ease one of the main drivers of 

recent inflation, namely energy inflation. That’s why we believe 

central banks are unlikely to tighten policy as aggressively as 

some may fear. 
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Fund characteristics  

Fund name  Vontobel Fund – Green Bond  

ISIN LU0278087357  

Share class  I EUR  

Benchmark  Bloomberg MSCI Global Green Bond Index (EUR hedged)  

Inception date  3.5.2007  
  

 

 

 

Historical performance (net returns, in %)   

Time period  Fund  Benchmark   Time period  Fund Benchmark  

MTD 0.5%  0.4%   2025  1.7%  2.0%  

YTD 0.8%  1.2%  2024  1.5%  2.1%  

1 year  1.8%  1.9%  2023  6.3%  7.1%  

3 yrs p.a.  2.8%  3.4%   2022  -19.4%  -19.0%  

5 yrs p.a.   -2.4% -1.9%   2021  -3.2%  -3.0%  

10 yrs p.a.  -0.1%  -0.2%   2020  6.0%  5.1%  

ITD p.a.  2.5%  2.7%   2019  8.0%  6.9%  

    2018  0.4%  0.9%  

    2017  1.5%  0.2%  

    2016  2.6% 3.3%  

 
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. 
Since fund inception until 9.3.2021, the fund had different characteristics and performance was achieved under circumstances that no 
longer apply.    
 
 
Investment risks 
— 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.  
— 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.  
— The sub-fund’s investments may be subject to sustainability risks. The sustainability risks that the sub-fund may be subject 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 negatively 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 
companies of the Vontobel Group (collectively “Vontobel”) for 
institutional clients, for distribution in AT, CH, DE, ES, FR, GB, IT, 
LI, LU, NL, PT, SE, SG (Professional Investors only). 
This document is for information purposes only and does not 
constitute an offer, solicitation or recommendation to buy or sell 
shares of the fund/fund units or any investment instruments, to 
effect 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 
prospectus (the “Sales Prospectus”), the Key (Investor) 
Information Document (“K(I)ID”), its articles of incorporation and 
the most recent 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 Directive 2014/65/EC (“MiFID”) or similar 
regulations in other jurisdictions, or as qualified investors as 
defined by Switzerland’s Collective Investment Schemes Act 
(“CISA”). 
Neither the sub-fund, nor the Management Company nor the 
Investment Manager make any representation or warranty, 

express or implied, with respect to the fairness, correctness, 
accuracy, reasonableness 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 investing or a sustainable investment, the fund may 
invest in issuers that do not reflect the beliefs and values of any 
specific investor. ESG investing and criteria employed may be 
subjective in nature. The considerations assessed as part of ESG 
processes may vary across types of investments and issuers and 
not every factor may be identified or considered for all 
investments. Information used to evaluate ESG components may 
vary across providers and issuers as ESG is not a uniformly 
defined characteristic. ESG investing may forego market 
opportunities available to strategies which do not utilize such 
criteria. There is no guarantee the criteria and techniques 
employed will be successful. Note: Unless otherwise stated in 
Fund documentation or included within the Fund’s investment 
objective, information herein does not imply that the Fund has an 
ESG-aligned investment objective, but rather describes how ESG 
criteria and factors are considered as part of the overall 
investment process.  
Past performance is not a reliable indicator of current or 
future performance.  

http://www.vontobel.com/sfdr
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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.  
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_pwc.gfd.facsvs@pwc.com, gfdplatform.pwc.lu/fa-
cilities-agent/, the information agent in Liechtenstein: LLB Fund 
Services AG, Äulestrasse 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(I)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. 
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. 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 financiële toezicht”). Please 
note that certain sub-funds are exclusively available to qualified 
investors in Andorra or Portugal. In Spain, funds authorized for 
distribution are recorded in the register of foreign collective invest-
ment companies maintained by the Spanish CNMV (under num-
ber 280). The KID can be obtained in Spanish from Vontobel As-
set Management S.A., Sucursal en España, Paseo de la Castel-
lana, 91, Planta 5, 28046 Madrid. Sweden: The KID is available 
in Swedish. The fund and its sub-funds are not available to retail 
investors in Singapore. Selected sub-funds of the fund are cur-
rently recognized as restricted schemes by the Monetary Author-
ity of Singapore. These sub-funds may only be offered to certain 
prescribed persons on certain conditions as provided in the “Se-
curities and Futures Act”, Chapter 289 of Singapore. This docu-
ment was approved by Vontobel Pte. Ltd., which is licensed with 
the Monetary Authority of Singapore as a Capital Markets Ser-
vices Licensee and Exempt Financial Adviser and has its regis-
tered 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 Commis-
sion in Hong Kong. It may only be offered to those investors 
qualifying as professional investors under the Securities and Fu-
tures Ordinance. The contents of this document have not been re-
viewed by any regulatory authority in Hong Kong. You are ad-
vised to exercise caution and if you are in doubt about any of the 
contents of this document, you should obtain independent profes-
sional advice. This document was approved by Vontobel (Hong 

Kong) Ltd., which is licensed by the Securities and Futures Com-
mission 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 
Gloucester Tower, The Landmark 15 Queen’s Road Central, 
Hong Kong. This advertisement has not been reviewed by the Se-
curities and Futures Commission. The fund authorized for distri-
bution in the United Kingdom and entered into the UK’s tempo-
rary marketing permissions regime can be viewed in the FCA reg-
ister 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 European Economic Area (EEA) country, and the 
scheme is expected to remain authorized as a UCITS while it is in 
the temporary marketing permissions regime. This information 
was approved by Vontobel Asset Management S.A., London 
Branch, which has its registered office at 20 Fenchurch Street, 
London EC3M 3BY 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, 20 Fenchurch Street, London EC3M 3BY or 
downloaded from our website vontobel.com/am.   
This document is not the result of a financial analysis and 
therefore 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 
employees 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 finance 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 
promoted 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 
responsibility 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 information. Our liability for 
negligence, breach of contract or contravention of any law as a 
result of our failure to provide this information 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 information 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 distribution may be 
restricted by law. Persons who receive this document should 
make themselves aware of and adhere to any such restrictions. 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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