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Market developments

The third quarter repeated a lesson from the first half of the year.
Good news can have a very short shelf life, and almost everything
seems to come with the same small print: subject to change.

It opened with hopes for a more lasting peace deal between the
US and Iran already fraying. Only three weeks earlier, the two
countries had signed a preliminary agreement allowing 60 days to
negotiate their outstanding disputes. Before the ink was dry, talk
of diplomacy gave way to strikes, blockades, and retaliation. The
US reinstated its naval blockade, ended a waiver on Iranian oil
sanctions, and threatened more bombing unless Tehran stopped
attacking ships and reopened the Strait of Hormuz. Each side
said the other had broken the agreement first. Qil prices rose.
Central banks provided a different sort of suspense. The Euro-
pean Central Bank kept interest rates unchanged in July, and the
US Federal Reserve (Fed) followed suit. But Chair Kevin Warsh
left investors guessing as to why the Fed had chosen to hold or
what would make it change course. The bond market drew its
own conclusions, and Treasuries suffered one of their biggest
selloffs in years, sending the 30-year bond yield to its highest
level since 2007. By mid-July, companies at the heart of the Al
buildout, and among the biggest contributors to the S&P 500 In-
dex’s gains this year, sold off as investors questioned whether the
returns could justify the sums being spent. Earnings provided
enough reassurance to steady the market by August, while a
cooling labor market and moderating inflation gave the Fed some
room to breathe. But inside the Fed, things were less settled.
Minutes from the July FOMC meeting showed disagreement over
the right course for rates, nor could the improvement in inflation
be taken for granted as the war was still pushing energy prices
around.

In August, attention returned to the cost of financing in the US.
Treasury Secretary Scott Bessent announced plans to buy back
longer-dated government debt, a “Treasury twist” intended to
push yields lower. It managed that for about a day. Most of the
pressure on the Treasury market was outside Bessent’s control.
Federal debt had passed USD 40 trillion, corporate issuance was
swelling as companies borrowed to finance the Al investment
boom, the Iran conflict was keeping energy and inflation risks
alive, and nobody really knew where Fed policy was heading. In-
vestors’ response was to demand more compensation to lend to
the government for decades at a time. Bessent was becoming
more interventionist elsewhere too. US authorities bought Japa-
nese yen for the first time in three decades, while the Treasury
threatened an “economic onslaught” against Iran’s financial links
around the world. That put the US in a bit of a pickle, because
China buys about 90% of Iranian oil, and hence a serious attempt

to cut Tehran off from its customers would probably complicate
the US relationship with Beijing.

Then came Jackson Hole. Warsh surprised investors with a hawk-
ish speech, and markets began pricing in rate hikes again. He
stressed the importance of price stability and defeating inflation
but didn’t ex-plain why he had voted to leave rates unchanged
only weeks earlier. Some investors concluded that the Fed would
now have to raise rates in September or risk losing credibility. US
President Donald Trump wanted the opposite. In early Septem-
ber, after keeping relatively quiet on Fed policy since Warsh re-
placed Jerome Powell, he again publicly demanded lower rates
and threatened trade measures against countries running sur-
pluses with the US. His comments came just after unexpectedly
strong August jobs data. Brent rose above USD 100 per barrel as
the Iran conflict worsened again, stoking inflation concerns. Then
mid-month, the Fed unanimously raised rates by 25 basis points
(bps), as had been widely anticipated, and indicated that at least
one more increase could follow by year-end.

Bond markets had a difficult quarter. Solid US growth and ongo-
ing inflationary pressures gradually pushed expectations for Fed
policy higher, while heavy government borrowing and a rising
term premium added pressure at the long end of the yield curve.
By September, the 10-year Treasury yield had reached around
5%. The Fed then delivered the 25bps increase markets had
widely anticipated and raised its projections for rates over the
coming years, catching up with repricing that had already taken
place in the market. Credit held up surprisingly well through all of
this. Companies continued to issue large amounts of investment-
grade debt, with Al and data-center spending adding to their bor-
rowing needs, while demand stayed healthy. High yield also per-
formed well, helped by its shorter duration and solid credit funda-
mentals. The US government bond market was down 3% in the
third quarter (in US dollars).

The US yield curve got steeper at the front end but flattened in the
area 5-year to 30-year, as yields on 3-year Treasuries increased
by 82bps while 30-year Treasury yields “only” rose by 75bps.
Yields on German government bonds (Bunds) mirrored the US
curve movement as 3-year yields increased by 75bps while 30-
year yields rose by 51bps. As rising interest rates increasingly
called into question the debt sustainability of highly indebted
countries like France and with the political landscape offering no
prospect of improvement for the French national budget, risk pre-
miums on French government bonds (OATSs) surged. By the end
of the quarter, the spread between 10-year OATs and 10-year
Bunds had reached 127bps, a level last seen during the Euro-
pean debt crisis of 2012. Spreads on Italian and Spanish govern-
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ment bonds were unable to decouple from this trend, likewise re-
cording significant increases during the reporting period.

The Japanese yield curve experienced upward shifts also across
all maturities but flattened the most as 2-year yields increased by
57bps while 30-year yield on Japanese government bonds in-
creased by 21bps.

Portfolio review

During the third quarter, we kept the positioning of the fund stable.
We still maintained an average implied temperature rise (ITR) well
below 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 third quarter of 2026, the Vontobel Fund — Green Bond re-
ported an absolute return of -2.72%, underperforming its bench-

Vontobel

mark during the period. The primary factor contributing to this un-
derperformance was the fund's overweight position in duration ex-
posure, as yields increased massively as described above.

Outlook

With rate increases having resumed across major economies, the
global easing cycle has effectively come to an end. But much of
the inflationary pressure central banks are responding to stems
from supply-side factors, such as higher oil prices and the linger-
ing effect of tariffs, which monetary policy can’t do much about.
As such, we believe the scope for additional tightening is limited.
The global economy, and especially the US, has held up well. We
believe growth will lose some momentum from here as central
banks provide less support than at the start of the year, the scope
for further fiscal stimulus remains limited, and geopolitical risks
haven’t gone away. But we don’t expect the slowdown to tip the
economy into recession. The inflation outlook could improve
somewhat if tensions in the Middle East ease and energy price
pressures moderate over the coming months. The impact of the
oil shock should also fade as more crude is rerouted to bypass
disruption in the Strait of Hormuz.
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Fund characteristics

Fund name Vontobel Fund — Green Bond

ISIN LU0278087357

Share class | 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 -2.3% -1.9% 2025 1.7% 2.0%

YTD -3.7% -2.5% 2024 1.5% 2.1%

1 year -3.5% -2.2% 2023 6.3% 7.1%

3 yrsp.a. 21% 2.8% 2022 -19.4% -19.0%

5yrs p.a. -3.3% -2.6% 2021 -3.2% -3.0%

10 yrs p.a. -0.6% -0.6% 2020 6.0% 5.1%

ITD p.a. 2.3% 2.4% 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.
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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 17, Boulevard de Kockelscheuer, L-1821
Luxembourg, in Switzerland, from the representative Vontobel
Fonds Services AG and the paying agent Bank Vontobel AG, both
at Gotthardstrasse 43, 8022 Zurich, in the European Union/Eu-
ropean Economic Area from the European facilities agent PwC
Tax and Advisory, Société coopérative- GFD, 2, rue Gerhard Mer-
cator, L-2182 Luxembourg, Email: lu-pwc.gfd.facsvs@pwec.lu, in
the United Kingdom from Carne International Financial Services
(UK) Limited acting as the facilities agent for the Fund in the UK,
providing certain facilities at its office at 29-30 Cornhill, London,
EC3V 3NF, United Kingdom. Refer for more information on the
fund to the latest Sales Prospectus, annual and semi-annual re-
ports, available in English and German. The Key Investor Infor-
mation Document (“KIID”) is made available in English. The Key
Information Document (“KID”) is made available in the local lan-
guage of each European country where the fund is distributed.
These documents may also be downloaded from our website at
vontobel.com/am. A summary of investors rights is available in
English under the following link: vontobel.com/vamsa-investor-in-
formation.To access essential information for retail investors in a
local language please check am.vontobel.com/europeanfacili-
tiesagent. Vontobel may decide to terminate the arrangements
made for the purpose of marketing its funds in any country at any
given time. Appropriate information will be communicated to in-
vestors.Spain: funds authorized for distribution are recorded in
the register of foreign collective investment companies maintained
by the Spanish CNMV (under number 280). United Kingdom:
The Fund (Reference number: 1061845) is recognised in the UK
under the Overseas Funds Regime (OFR) but is not authorized in
the UK and therefore not subject to the investor protection
rules made under the Financial Services and Markets Act 2000.
Compensation will not be available under the UK Financial Ser-
vices Compensation Scheme (FSCS), UK investors will generally
not be able to refer complaints about this fund, its management
company, or its depositary to the UK’s Financial Ombudsman
Service (FOS). Investors will not have the right to cancel any in-
vestment agreement entered into with the Fund. This financial
promotion is approved by Vontobel Asset Management S.A. Lon-
don Branch, which is authorised and regulated by the Financial
Conduct Authority. The Fund is not subject to the UK Sustainabil-
ity Disclosure Requirements ("SDR") and does not use a sustain-
ability label under the SDR. The fund and its sub-funds are not
available to retail investors 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 prescribed persons on certain conditions as pro-
vided in the “Securities and Futures Act”, Chapter 289 of Singa-
pore. This document was approved by Vontobel Pte. Ltd., which
is licensed with the Monetary Authority of Singapore as a Capital
Markets Services Licensee and Exempt Financial Adviser and

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Ziirich
Switzerland

T +415828371 11

info@vontobel.com | vontobel.com/am
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has its registered office at 8 Marina Boulevard, Marina Bay Finan-
cial Centre (Tower 1), Level 04-03, Singapore 018981. This ad-
vertisement has not been reviewed by the Monetary Authority of
Singapore. The fund is not authorized by the Securities and Fu-
tures Commission in Hong Kong. It may only be offered to those
investors qualifying as professional 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 profes-
sional investors as defined under the Securities and Futures Ordi-
nance (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.

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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